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Dayton Dial Group: September 22, 1993 

QUESTIONNAIRE 

1. Gender 
Male . 
Female 

56 
44 

2. Age 
18-40 . 
Over 40 

32 
68 

3. Education 
High School Grad or Less 34 
Vocational/Technical/Some College 50 
College graduate 16 

4. How do you think of yourself with regard to political parties? 

Democrat . . 
Independent 
Republican , 

38 
54 
. 8 

Rate your feelings towards Ross Perot with one hundred meaning a VERY WARM, FAVORABLE 
S zero m^Ling a VERY COLD, UNFAVORABLE feeling and fifty meanmg not particularly 
warm cold. Use any number from zero to one hundred, the higher the number, the more favorable 
your feelings are toward Ross Perot. 

5. Ross Perot 59 

6. Bill Clinton 

Pre-Speech 

51 

Post-Speech 

73 

7. Who did you vote for in the 1992 election for President? 

Republican George Bush ^ 
Democrat Bill Clinton 50 
Independent Ross Perot 50 

GREENBERG RESEARCH, INC. 



EP 23 '93 14:15 FROM GREENBERG RESEPRCH TO 456G423 PfiGE.007/009 

3 
Dayton Dial Group: Sqptember 22, 1993 

8. Do you approve or disapprove of the way Bill Clinton is handlingjih^ as P^ iden^^_^^^ 

Strongly disapprove 12 4 
Somewhat disapprove 22 

(Don't know) ^ 
Somewhat approve 58 
Strongly approve ^ 

9. Do you feel mainly hopeful or mainly doubtful about Bill ^ i n t o ^ ^ ^ ^ Post-Speech 

Doubtful 36 24 
(Don't know) ^ 

Hopeftil 58 68 

10 Tonight, Bill Clinton will present his program to change the health care system. From what you've 
heard, do you favor or oppose his health care proposals? Post-Speech 

2 
Strongly oppose ^ ^ 
Somewhat opposed ^ (Don't know/Not enough info) 64 J-

I. 18 4z 

Somewhat favor 
Strongly favor 6 

11. Do you believe Bill Clinton's health program will help or ̂ - ^ r ^ ^ ^ y ' p^.gpeech 

Hurt 28 12 
(Don't know) 26 

Help 46 72 

12. Do you think the program will simplify the health care ^ y ^ ' ^ " ^ ^ ^ ^ ' ' ' ^ ^ ' ™ I p e e c h 

Create more bureaucracy 54 28 
(Don't know) 10 

Simplify health care system 36 
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Dayton Dial Group: September 22, 1993 ^ 

13 Do vou think the program will mean higher or lower health care costs for your family? 
' Pre-Speech Post-Speech 

Higher health care costs 56 48 
(Don't know) 10 ^ 

Lower health care costs 34 44 

14. Do you think the program will preserve the quality of health care or undermine it? 
^ Pre-Speech Post-Speech 

Undermine quality of care 52 34 
(Don't know) 16 1̂  

Preserve quality of care 32 

15 Do vou think the program will help or hurt the economy and jobs? ^ ^ ^ 
" ^ ^ Pre-Speech Post-Speech 

Hurt economy and jobs 50 44 
(Don't know) 14 ^ 

Help economy and jobs 36 

16 Do you think the program wiU mean that more or less things will be covered by your insurance? 
^ Pre-Speech Post-Speech 

Less things will be covered 74 42 
(Don't know) 8 8 

More things will be covered 36 5U 

17 Do vou think the program will maintain or limit your right to choose a doctor? ^ ^ ^ 
' • ^ *̂  Pre-Speech Post-Speech 

Limit right to choose doctor 60 24 
(Don't know) 6 4 

Maintain right to choose doctor 34 

18. Do you think the program will introduce greater responsibiUty into the health care system or 

encourage more irresponsibility? Pre-Speech Post-Speech 

Encourage more irresponsibility 40 28 
(Don't know) 12 ^ 

Introduce greater responsibility 48 64 
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Dayton Dial Group: September 22, 1993 ^ 

19 Do you think the program is a risk worth-taking or is it too risky? 
Pre-Speech rost-speecn 

Too risky 22 6 
(Don't know) 10 » 

Risk worth taking »̂ 

20 Do you think the program will mean that you won't lose health coverage for any reason or do you 

think people will still lose coverage? ^e-Speech Post-Speech 

Will still lose coverage 40 26 
(Don't know) 8 10 

Won't lose coverage 52 64 

21. Do you think the program will mainly be paid for by cost savings or do you think the program will 

require broad tax increases? Pre-Speech Post-Speech 

Require broad tax increases 82 62 
(Don't know) 6 6 

Paid for by cost savings 12 

22. Should Congress try to pass the Clinton program as soon as possible or should it take a lot more 

time to consider it? Pre-Speech Post-Speech 

Take more time to consider it 64 52 
(Don't know) ^ ^ 

Pass program as soon as possible 32 48 

23. Based on what you saw tonight, how do you feel about Bill Clinton: 

Much worse 2 
Somewhat worse 0 
The same 32 
Somewhat better 34 
Much better 34 
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THE WHITE HOUSE 

O f f i c e o f the Press Secretary 

I n t e r n a l T r a n s c r i p t September 21, 1993 

REMARKS BY THE PRESIDENT 
IN LUNCH WITH COLUMNISTS 

Old Family Dining Room 

12:55 P.M. EDT 

THE PRESIDENT: I t h i n k we should s t a r t because of the 
time, even though not everybody's — we haven't been served y e t . 
We're glad t o have you a l l here. As many of you know, t h i s i s a 
r a t h e r busy day a t the White House. (Laughter.) We j u s t had a 
wonderful s i g n i n g ceremony f o r the National Service b i l l , and we've 
got a couple hundred r a d i o t a l k show hosts here. Have you been over 
t o see them yet? 

MRS. CLINTON: I have. 

THE PRESIDENT: Was Limbaugh there? 

MRS. CLINTON: He d i d n ' t come. (Laughter.) I n f a c t , I 
read somewhere t h a t he s a i d he said i t was a p l o t f o r him t o have 
been i n v i t e d a t a time when he couldn't be t h e r e . Or something, I 
don't know. I wish we were t h a t c l e v e r . (Laughter.) 

THE PRESIDENT: I wish I knew h i s schedule. 

I thank you a l l f o r coming. I thought i t might be 
h e l p f u l i f we j u s t had a l i t t l e time t o discuss the h e a l t h care 
i n i t i a t i v e and i f , a t the end of the hour or hour and a h a l f or 
however much time we have here, you want t o ask a few other t h i n g s , I 
t h i n k t h a t would be f i n e w i t h me. But I t h i n k we ought t o t r y t o 
t a l k about t h e h e a l t h care issue. 

I' d l i k e t o make two p o i n t s t o open the discussion, one 
general and one s p e c i f i c . The general p o i n t I want t o make i s t h a t I 
t h i n k profound change has happened i n s o c i e t i e s when e s s e n t i a l l y 
people understand t h a t the cost of s t a y i n g w i t h the present course of 
a c t i o n i s g r e a t e r than the cost of change; t h a t the r i s k s of s t a y i n g 
w i t h the present course of a c t i o n are greater than the u n c e r t a i n 
r i s k s of any change. 

F r a n k l i n Roosevelt proposed the f i r s t b i l l t o provide 
n a t i o n a l s e c u r i t y i n h e a l t h care i n 1943, 50 years ago. 

MRS. CLINTON: I n '33. 

THE PRESIDENT: I n '33 — 60 years ago. And we've been 
debating t h i s ever since. But I b e l i e v e very s t r o n g l y t h a t t h i s i s a 
moment when i t i s l i k e l y t o occur, because I t h i n k t here i s a shared 
consensus t h a t the problems w i t h the system and the e s c a l a t i n g costs, 
and the e s c a l a t i n g d i s f u n c t i o n s w i t h more and more l o s i n g t h e i r 
h e a l t h insurance every month, are greater than the costs of change. 

Beyond t h a t , I see t h i s h e a l t h care issue as e s s e n t i a l 
t o much of what America has t o do now. I t h i n k t h a t we're l i v i n g i n , 
s e l f - e v i d e n t l y , an i n c r e d i b l y dynamic time w i t h a range of changes, 
good and bad, the consequences of which cannot be f u l l y perceived. 
And i t seems t o me t h a t my j o b as President i s t o t r y t o chart a 
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course which would enable the American people t o take advantage of 
the changes t h a t are o c c u r r i n g and t o minimize the dangers, t h a t 
t here are some t h i n g s the government can do on i t ' s own, but very 
few; t h a t most of the t h i n g s t h a t a p r e s i d e n t or t h a t t h i s government 
has t o do w i l l be done e i t h e r i n p a r t n e r s h i p w i t h the Americans i n 
t h e i r p r i v a t e l i v e s , or by some summoning them t o do something t h a t 
they should and then s e t t i n g up an environment i n which i t i s easier 
f o r them t o do i t . 

I t h i n k t h a t the h e a l t h care issue i s important because 
i t r e l a t e s t o so much else t h a t i s going on. And l e t me describe 
why. This plan t h a t I ' l l present tomorrow n i g h t i s designed, f i r s t 
and foremost, t o provide h e a l t h care s e c u r i t y , something t h a t 
m i l l i o n s of American e i t h e r don't have or are a t r i s k of l o s i n g f o r 
reasons you a l l know very w e l l . They're locked i n t o j o b s because 
somebody i n t h e i r f a m i l y ' s been s i c k ; they can lose t h e i r h e a l t h care 
i f they change jobs — a l l the things you know about. Self-employed 
and can't a f f o r d i t . 

We have t o t r y t o provide s e c u r i t y i n as many 
fundamental t h i n g s as we can t o people who are doing r i g h t , so t h a t 
we can g i v e them the courage they need t o change. Some of you may 
disagree w i t h me about the NAFTA t h i n g , but I t h i n k NAFTA i s by and 
l a r g e — the problem we've got w i t h NAFTA i s t h a t the f e a r f a c t o r i s 
so much more powerful than the hope f a c t o r because people are so 
insecure i n t h e i r own l i v e s , because so many other bad t h i n g s have 
happened t o them i n the l a s t 10 or 12 years and they j u s t can't 
imagine t h a t a change l i k e t h i s can come out okay. 

And anchoring working f a m i l i e s and businesses i n a 
secure environment — secure, meaning, a, you've got a q u a l i t y and 
comprehensive h e a l t h coverage t h a t you cannot lose, and, b, from the 
p o i n t o f view of the economy, t h a t costs w i l l not go up as much as 
they have been going up, so t h a t we w i l l be more co m p e t i t i v e i s , I 
t h i n k , c r i t i c a l t o g i v i n g the American people the sense of s e c u r i t y 
they need t o face t h e i r other challenges. So i t ' s not only the r i g h t 
t h i n g t o do on i t s own m e r i t s , but i t ' s important beyond t h a t . 

Secondly, H i l l a r y and I can t a l k about a l o t of the 
d e t a i l s o f the plan, but a l o t of you — you or your o r g a n i z a t i o n s 
have w r i t t e n or spoken i n great d e t a i l about i t . The second p o i n t 
I ' d l i k e t o make i s t h i s . I n the l a s t few days, a l o t of the 
c r i t i c i s m of the h e a l t h care plan i s centered around whether the 
numbers are r e a l or not r e a l . I t h i n k t h e r e are two issues which 
have been b l u r r e d here i n t h i s discussion, and I want t o t r y t o 
d i v i d e t h e issues. 

Issue number one i s : Are the numbers as honest — 
honest meaning we're t r y i n g t o t e l l you what we t h i n k i s the t r u t h , 
and are they well-founded, as well-founded as possible? Issue number 
two i s , even i f they're good numbers, i s our approach achievable? 

The second issue i s c l e a r l y open t o debate and anyone 
can discuss i t . But i t ' s been u n f o r t u n a t e l y b l u r r e d w i t h the f i r s t 
issue. That i s , people are saying the approach i s not achievable 
because the numbers aren't r e a l . And I don't t h i n k t h a t ' s r i g h t , and 
I ' d l i k e t o e x p l a i n and give H i l l a r y the chance t o maybe t a l k about 
t h i s more i f you want t o pursue i t . 

We decided from the get-go when we began t h i s process 
t h a t we had t o have i n t e g r i t y of numbers, j u s t l i k e I decided when I 
s t a r t e d t h i s budget process, t h a t we had t o have i n t e g r i t y of 
numbers. We had t o t r y t o do t h a t above a l l else, so t h a t people 
could disagree w i t h us about the issues. Some people don't t h i n k we 
ought t o r e q u i r e the people — new people coming i n t o t h e system t o 
pay 2 0 percent of t h e i r own premiums, but I do. Because I t h i n k i t ' s 
important we have t h a t k i n d of r e s p o n s i b i l i t y . People have t o 
understand t h a t t h i s i s not f r e e . 
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d e f i c i t and h e l p i n g businesses. A l l the t a l k has been about t h e 
problems w i t h the small businesses t h a t don't know insure, or insure 
a t a very minimal l e v e l . But the t r u t h i s t h a t a l o t of businesses 
i n America, and f a r more than would be h u r t w i l l be helped by t h i s 
because e i t h e r t h e i r premiums w i l l drop immediately and 
s u b s t a n t i a l l y , or between now and the year 2000 they w i l l go up much 
les s r a p i d l y . They w i l l a l l be b e t t e r o f f and t h a t means more 
investment i n other t h i n g s . 

So I'm anxious f o r t h i s debate t o begin and I'm l o o k i n g 
forward t o tomorrow n i g h t . 

Would you l i k e t o say anything about your h e a l t h care 
u n i v e r s i t y ? Why don't you j u s t b r i e f l y say a l i t t l e b i t about the 
l a s t two days on t h a t and then answer questions. 

MRS. CLINTON: Well, I would only add t h a t I t h i n k t h a t 
the convergence of ideas around what needs t o be done i n h e a l t h care 
has accelerated i n the l a s t couple of months. And i t i s very c l e a r 
t o me t h a t i t has occurred also on C a p i t o l H i l l among both p a r t i e s 
and i n both Houses; and t h a t there are f a r more s i m i l a r i t i e s i n 
approach now than t h e r e were at any previous time t h a t I've been able 
t o read about i t and t o l d about. 

So I'm very hopeful t h a t as we move forward i n t h e 
d i s c u s s i o n , i f we keep our focus on the p r i n c i p l e s t h a t we t h i n k 
should guide t h i s debate, and the d e s t i n a t i o n t h a t we're a l l t r y i n g 
t o get t o , t h a t we w i l l have a very f r u i t f u l d i s c u s s i o n i n the 
Congress and w e ' l l put together a b i p a r t i s a n m a j o r i t y t o pass h e a l t h 
care reform. And I'm very hopeful t h a t t h a t ' s going t o happen. 

Q Do you t h i n k t h a t you're going t o get i t before the 
November e l e c t i o n s next year? 

MRS. CLINTON: I don't want t o put a time l i n e on i t 
because I don't know when i t w i l l happen. But I t h i n k t h a t t h e r e i s 
a great deal of energy and m o t i v a t i o n i n the Congress now, and t h a t 
we're going t o get something i n the next — we're going t o get a 
h e a l t h care reform plan i n the next year at some p o i n t . And, you 
know, what i t s exact contours w i l l be and how i t w i l l be implemented 
I don't t h i n k any of us can p r e d i c t r i g h t now, but I t h i n k we w i l l be 
committed t o the basic p r i n c i p l e s and we w i l l a c t u a l l y be seeing 
changes beginning t o occur. 

Q Mr. President, what do you hope t o or plan t o say 
tomorrow t o reassure people on the cost questions? And can you be 
c r e d i b l e on the whole program i f you don't do t h a t ? 

THE PRESIDENT: Well, I t h i n k you have t o reassure them 
on the cost question. I w i l l say, f i r s t of a l l , we're not t a l k i n g 
about c u t t i n g the aggregate cost of h e a l t h care. We're t a l k i n g about 
d r a m a t i c a l l y c u t t i n g the r a t e a t which i t i s i n c r e a s i n g , and t h a t the 
experience of the l a s t 12 years need not be viewed as a permanent 
experience, the way you've got a h e a l t h care cost going up a t two or 
t h r e e times the r a t e of i n f l a t i o n every year. 

This year we're l o o k i n g — i n the coming budget year 
t h a t we're going t o s t a r t on October 1, we're l o o k i n g at a 3.5 
percent i n f l a t i o n r a t e and 16 percent increase i n Medicaid, w i t h only 
about a two percent increase i n enrollment. 

So what I'm going t o say t o people i s , i f you put 
g r e a t e r competition i n the system, i f you give consumers more buying 
power, i f you have the d i s c i p l i n e of a budget, and i f you d r a s t i c a l l y 
s i m p l i f y the a d m i n i s t r a t i v e cost, which adds about a dime on t h e 
d o l l a r more t o the American h e a l t h care cost than any other system we 
have s t u d i e d — t h a t i s , we spend about 10 cents more on the d o l l a r 
i n a d m i n i s t r a t i v e costs than any other heath care system we've 
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t h e i r employer. People who are c u r r e n t l y on Medicaid, as we f o l d the 
Medicaid system i n t o the o v e r a l l system, the working Medicaid 
r e c i p i e n t w i l l be also c a l l e d on t o make a c o n t r i b u t i o n . Even the 
working Medicare, which i s a c e r t a i n p o r t i o n of the p o p u l a t i o n . So 
we have over $50 b i l l i o n coming i n t o t h i s system from d i r e c t payments 
from those who use i t but e i t h e r are reimbursed — t h e i r cost i s 
reimbursed by the government hol d i n g out, or nobody reimburses i t . 

I n a d d i t i o n , as you lower t h e r a t e of increase i n 
Medicaid and Medicare, we t h i n k we can make b e t t e r use of those 
d o l l a r s . And t h i s i s one of those issues t h a t I t h i n k has not been 
f u l l y explored. 

So many people i n Congress have argued t h a t the r a t e of 
increase i n those two programs needs t o be reduced f o r d e f i c i t 
r e d u c t i o n purposes. Whether i t ' s coming from Rudman and Tsongas or 
from Nunn and Domenici, or from any source. So t h a t t h e r e have been 
a l l kinds o f c a l l s f o r reducing the r a t e of increase f o r years now. 
And a c t u a l l y , some i n the l a s t budget was used f o r t h a t . 

I n the major b i l l s t h a t w i l l be considered i n t h i s 
debate, whether i t ' s the s i n g l e payor a l t e r n a t i v e or the Senate 
Republican a l t e r n a t i v e , they also c a l l f o r reducing the r a t e of 
increase. The issue i s not are we going t o reduce the r a t e of 
increase, i t ' s how f a r w i l l we reduce i t . And there are some, as the 
President p o i n t e d out, who say, w e l l , t h e President's plan wants t o 
b r i n g i t down more than i s p o l i t i c a l l y f e a s i b l e . But there's no 
question t h a t i t can be brought down. We j u s t happen t o t h i n k i t can 
be brought down a l i t t l e b i t more than some of the others b e l i e v e . 

Q Without pretending an e x p e r t i s e about any of these 
numerical issues, what I wanted t o understand b e t t e r i s what the 
r e l a t i o n s h i p i s between savings as they are achieved and b e n e f i t s as 
they are extended. And t h i s i s n ' t you have t o c o l l e c t a d o l l a r , say, 
and put i t i n a safe place before you spend i t on an expanded 
b e n e f i t . But could you help me understand b e t t e r what the 
r e l a t i o n s h i p i s between savings and expansion? 

MRS. CLINTON: Well, f i r s t , I d i d n ' t f u l l y answer Jack's 
question, but there's money i n the system t h a t w i l l fund a l l t h a t . 
But t o your question, p a r t of the dilemma we are faced w i t h because 
we are d e a l i n g w i t h the Congress instead of w i t h most other e n t i t i e s 
t h a t budget i s t h a t you're l o o k i n g f o r savings t h a t are scorable as 
w e l l as savings t h a t are r e a l , okay? And — 

THE PRESIDENT: They're two d i f f e r e n t t h i n g s . 

MRS. CLINTON: And they are two d i f f e r e n t t h i n g s , as we 
have learned. And you can get savings t h a t w i l l be scorable by CBO 
and other budget watchers i n the Congress. And we w i l l have scorable 
savings i n t h i s system. Reducing the r a t e of Medicare i s an obvious 
example. 

We also w i l l have a — the budget — the idea of a 
budget which i s l i n k e d t o some r a t e of increase i n premium costs also 
gives you scorable savings, enforceable budget of some k i n d , which i s 
one of the very strong reasons f o r going w i t h the budget, u n l i k e some 
of the a l t e r n a t i v e s t h a t t a l k about com p e t i t i o n and leave i t t o t a l l y 
t o market fo r c e s w i t h o u t any scorable savings. 

Now, i n a d d i t i o n t o those kinds of savings, we t h i n k 
t here are enormous savings t o be had from market forces and 
competition a t work. We can't get any s c o r i n g f o r those, but we can 
give you b i g , t h i c k books analyzing how much we w i l l get. And we 
look t o o r g a n i z a t i o n s , the l i k e s of which I've j u s t mentioned — some 
of the l a r g e , w e l l - r u n h e a l t h care p r o v i d e r s i n the country — as 
w e l l as doing t h i n g s l i k e s i m p l i f y i n g a d m i n i s t r a t i o n , moving toward a 
one form system f o r each of the various components of the h e a l t h care 

MORE 



- 7 -

system. There are b i l l i o n s and b i l l i o n s of d o l l a r s which we w i l l be 
reaping as we move. 

Q But they're not l i s t e d i n the plan as some l i n e 
item? 

MRS. CLINTON: That's r i g h t , they are not. And t h a t ' s a 
very important p o i n t . I mean, we have — I mean, the numbers — p a r t 
of the reason why we f e e l c o n f i d e n t about these numbers i s t h a t they 
are very conservative i f you t h i n k t h a t you're only t a l k i n g about 
what are f e d e r a l government s o r t of approved numbers. We have not 
taken what we b e l i e v e w i l l be the savings from competition and added 
them t o those numbers, because we have not wanted t o get i n t o the 
debate t h a t Jimmy Cooper and others are going t o get i n t o — and 
already have — arguing about, yes, i t w i l l and, no, i t won't. 
We've s a i d , look, we b e l i e v e i t w i l l , b ut we're going t o present you 
w i t h a p l a n t h a t doesn't even include those savings. And we t h i n k 
t here are b i l l i o n s more i n t h a t . 

THE PRESIDENT: I t h i n k i t ' s also important — i n other 
words, t o answer your s p e c i f i c question, what the government has t o 
do i s t o pay f o r the uninsured unemployed — unemployed uninsured — 
and then t o pay f o r the subsidies f o r small business people and low 
income workers. That's what we have t o do. And then t o pay f o r the 
net new b e n e f i t s t h a t are government's r e s p o n s i b i l i t y — t h a t ' s 
p r i m a r i l y t h e drug b e n e f i t f o r the low-income e l d e r l y t h a t are above 
the Medicaid l i n e and then phasing i n t h e long-term care, which can 
be phased i n and has t o be. 

Now, the reason you know those numbers are good — and 
t h i s i s t h e argument we're going t o have here — i s we j u s t produce 
slowing t h e r a t e of growth i n Medicare and Medicaid, and then f i l l 
another modest gap which w e ' l l probably propose a combination of s i n 
taxes and something on the businesses t h a t opt out of the system, 
because they w i l l be making — t h e y ' l l get huge reductions i n 
premiums and most of them won't get — they won't be making 
c o n t r i b u t i o n s t o the care of the poor t h a t they are now — we can 
close t h a t gap and finance i t . 

But we b e l i e v e t h a t one of two t h i n g s i s going t o happen 
— e i t h e r t h e savings are going t o be much greater than we thought 
because we don't put i n — i f you j u s t close h a l f the gap — l e t me 
j u s t give you — i f you j u s t close h a l f the gap i n a d m i n i s t r a t i v e 
costs between the United States and everybody else — j u s t h a l f the 
gap i n a d m i n i s t r a t i v e costs, you take $40 b i l l i o n out of the system a 
year, of which $15 b i l l i o n a year i s government costs — maybe $12 
b i l l i o n . Anyway, the r a t i o i s about — an $800 b i l l i o n h e a l t h care 
system, t h e l a s t time when i t was $800 b i l l i o n l a s t year. I t ' s about 
— i t ' s roughly $550 b i l l i o n t o $250 b i l l i o n , so you can f i g u r e out 
the numbers. 

That's j u s t one example. None of t h a t i s budgeted i n 
here. So one of two t h i n g s i s going t o happen. E i t h e r w e ' l l have 
even more savings than we thought, or t h e savings, i n e f f e c t , w i l l 
mean t h a t i t ' s very much easier f o r the h e a l t h care system — less 
s t r a i n e d t o meet the budgetary t a r g e t s t h a t we have. 

Q Mr. President, i f you b e l i e v e t h a t , as Mrs. C l i n t o n 
j u s t described and I know you've described i n the past, t h a t given 
the r i g h t i n c e n t i v e s , the market w i l l perform i n a way t h a t 
d r a s t i c a l l y reduce costs, why d i d you present a plan w i t h p r i c e 
c o n t r o l s on the insurance i n d u s t r y which has become one of the r e a l l y 
hot buttons on the H i l l ? I'm curious about why you f e e l you need 
t h a t i f you b e l i e v e the market forces w i l l , i n f a c t , work. 

THE PRESIDENT: Well, f o r two reasons. F i r s t of a l l — 
and maybe H i l l a r y w i l l want t o add t o t h i s — but I f e e l p r e t t y 
s t r o n g l y about t h i s . I have t o t e l l you t h i s — reason number one i s 
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i f you don't have a c e i l i n g t h a t applies t o the government costs — 
f o r g e t about the insurance companies — the government costs — t h a t 
i s , i f you don't cap the r a t e of increase i n Medicare and Medicaid, 
which i s a p r i c e c o n t r o l — i f you want t o say t h a t . You have a 
budget. I don't — most people don't c a l l budgets p r i c e c o n t r o l , but 
i f we don't propose t o c o n t r o l s p e c i f i c p r i c e s , we c a l l i t f o r an 
o v e r a l l budget. I f you don't have a budget on the government side, 
then you don't have any scorable savings t h a t can be used t o finance 
the government's other r e s p o n s i b i l i t i e s . So t h a t ' s what Nunn and 
Domenici wanted e a r l i e r t h i s year, i n f l a t i o n plus p o p u l a t i o n plus two 
percent. 

Q That's the government side of t h i s ? 

THE PRESIDENT: That's the government side. I f you 
don't put i t on t h e p r i v a t e side, i f they don't have t o also r e s t r a i n 
the r a t e of increase on the p r i v a t e side, then a l o t of the b i g 
companies say, l i s t e n , we've been paying too much a l l along. The 
small business people say we've been paying out the nose a l l along. 
We've been paying too much. And now, i f you put c o n t r o l s — 
d i s c i p l i n e d budgets on the government side, but you don't do i t on 
the p r i v a t e s i d e , then w e ' l l j u s t continue the c o s t - s h i f t i n g of the 
past several years where the p r o v i d e r s , instead of having t o make 
management e f f i c i e n c i e s , w i l l j u s t run up the h e a l t h insurance 
premiums of a l l your employers. 

That's the basic problem. That's the substantive 
argument. And i f you can't do them both — i n other words, you can't 
do one w i t h o u t doing both of them, then you don't get scorable 
savings. That's t h e p o l i t i c a l n ecessity. 

But I b e l i e v e — i f you look a t the r a t e a t which we 
propose t o permit these premiums t o increase, I mean, i f you j u s t 
l o o k a t i t , and i f you look at the cost of e f f i c i e n c i e s which have 
been achieved by p u t t i n g people i n b i g pools, f i r s t of a l l , and 
s i m p l i f y i n g a l l t h e a d m i n i s t r a t i v e costs, t h a t ' s number one; 
s i m p l i f y i n g a d m i n i s t r a t i v e costs f o r insurance companies, f o r 
h o s p i t a l s , c l i n i c s ; and, number two, by going i n t o managed care 
networks which f o r c e a reexamination of the way a l l t h i s money i s 
being spent today, a l l the h i s t o r i c a l evidence — t o go back t o the 
p o i n t H i l l a r y made — i n d i c a t e s t h a t these c e i l i n g s are q u i t e 
generous. 

I mean, i f you look at what we've proposed t o do, what 
we propose t o do i s t o stop at 18 percent of GDP on h e a l t h care by 
the year 2000 i n s t e a d of 20 percent. I f we do t h i s r i g h t , i t w i l l go 
from 14 t o 15 percent or something. 

So t h a t ' s my — there's a p r a c t i c a l n ecessity and I also 
t h i n k a p o l i c y argument, not so much f o r — I don't t h i n k t h a t 
c a l l i n g i t an aggregate budget, I don't t h i n k — I see i t more i n 
terms of p r i c e c o n t r o l s imply a whole d e t a i l e d r e g u l a t o r y apparatus 
t h a t we don't propose t o do. We're going t o l e t people f i g u r e out 
how t o l i v e w i t h i n t h e i r aggregate budget. We want — i f anything, 
we want t o have f a r less f e d e r a l micromanagement of the k i n d t h a t 
HCFA has p r a c t i c e d , f o r example, i n implementing the Medicaid program 
or having Medicare r e g u l a t i o n s . We would l i k e t o have much less of 
t h a t k i n d of f e d e r a l r e g u l a t i o n . Instead of having aggregate 
budgets, give consumers buying power, f r e e up the p r o v i d e r s from a 
l o t of t h e i r r e g u l a t o r y burden so they have more time t o devote t o 
h e a l t h care, and then l e t them f i g u r e out how t o solve i t . 

MRS. CLINTON: Could I j u s t add two quick p o i n t s on 
t h i s , because I know t h i s w i l l be one of the major areas of 
d i s c u s s i o n on the H i l l . We view a budget as a backstop. I mean, i f 
c o m p e t i t i o n works, the budget w i l l never be used. And we have every 
reason t o b e l i e v e t h a t i n most regions of the country, the budget as 
we're c o n s t r u c t i n g i t should work. But we are s t a r t i n g w i t h huge 
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d i f f e r e n c e s i n the cost of care between various regions o f the 
country t h a t we can only slowly begin t o t r y t o b r i n g down wi t h o u t 
d i s l o c a t i n g the d e l i v e r y of care. And we have — a f t e r we've looked 
a t a l l of the data a v a i l a b l e , have o f t e n remarked t h a t t h e r e are some 
c i t i e s of t h i s country where l i t e r a l l y i t would be cheaper t o get 
f i r s t - c l a s s f a i r , t o hand out f i r s t - c l a s s a i r t i c k e t s t o people and 
send them t o a place l i k e Rochester, New York, or Mayo C l i n i c instead 
of having them get the same care at the costs i n those c i t i e s . 

The second i s t h a t i f you look a t Minnesota — and I 
keep going back t o t h a t , because I hope a l l of you w i l l get 
acquainted w i t h i t and w e ' l l g i v i n g names of people t o v i s i t w i t h up 
t h e r e — even though they have been f u r t h e r advanced i n d e a l i n g w i t h 
costs than the r e s t of the country i n many respects, i n t h i s l a s t 
l e g i s l a t i v e session under a Republican governor w i t h b i p a r t i s a n 
support i n the Minnesota l e g i s l a t u r e , they adopted budget t a r g e t s f o r 
t h e i r h e a l t h care expenditures i n the s t a t e . They want t o see h e a l t h 
care expenditures reduced at about 10 percent annually over the next 
several years once the whole system gets i n place. 

The budget t a r g e t s have an enforcement mechanism t h a t i s 
d i f f e r e n t from what we've proposed. Their budget t a r g e t s , i f you 
don't meet them, you then f a l l i n t o p r i c e c o n t r o l s . You f a l l i n t o an 
a l l payor r a t e system. So even though they are f u r t h e r advanced, 
based on what they know, they b e l i e v e they can do b e t t e r and they 
can't get t h e r e w i t h o u t some k i n d of budget as a means f o r i t . 

And then my f i n a l example i s — I had a group of 
h o s p i t a l a d m i n i s t r a t o r s i n . And the man who was the head of a major 
general h o s p i t a l , he said t o me, " I ' l l t e l l you," he s a i d . " I know a 
l o t of people i n my profession are concerned about the budget. But," 
he said, " I ' l l give you an example of why I as a h o s p i t a l 
a d m i n i s t r a t o r , need i t . " He s a i d , "A cardiac surgeon i n my h o s p i t a l 
a couple o f weeks ago admitted a 92-year-old man f o r a quadruple 
bypass. I went t o him and I s a i d , 'Do you t h i n k t h i s i s appropriate 
care f o r t h i s p a t i e n t ? ' The cardiac surgeon s a i d , 'Of course not.' 
I s a i d , 'Well, why are you a d m i t t i n g him?' He s a i d , "Because he's 
r e f e r r e d from a c a r d i o l o g i s t who sends me a l o t of business, and i f I 
t u r n t h i s p a t i e n t away I may not get any more." 

The h o s p i t a l a d m i n i s t r a t o r said t o me, " I have no way, 
given the c u r r e n t reimbursement system t h a t runs our h e a l t h care, t o 
t e l l t h i s c ardiac surgeon t h a t i s not a good choice, and f o r him t o 
t e l l the c a r d i o l o g i s t i t i s not a good choice." 

I f we have a budget i n my region, I can say, you know, 
remember when we a l l got together l a s t year and the cardiac surgeon 
came forward and said, here's what we want t o do and how we want t o 
do i t and what i t should cost and the h o s p i t a l s t a f f made those 
decisions because we're making the decisions again instead of 
insurance companies and government? We can't do i t , we got t h i s 
budget, which i s s o r t of out t h e r e f l o a t i n g somewhere i n the 
s t r a t o s p h e r e . 

So there's p r a c t i c a l reasons t h a t w i l l move the system 
because of the changing i n c e n t i v e s w i t h the budget s e r v i n g as a 
backstop. 

Q Mr. President, do you propose tomorrow t o t e l l the 
Congress what kinds of s i n taxes you want, and i f so, what? 

THE PRESIDENT: I don't t h i n k i t w i l l be any b i g 
s u r p r i s e . I've always sai d I thought we ought t o — t h a t t h e r e ought 
t o be a c i g a r e t t e t a x , and I ' l l proposed one. But i t ' s going t o be a 
b i t p a r t o f i t . Because we don't need a l o t of money. We don't need 
a l o t of money. I t h i n k i t ' s important we r a i s e the c i g a r e t t e tax 
f o r other reasons, too, but — and w e ' l l have some other ways of 
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r a i s i n g funds, which I w i l l e x p l a i n tomorrow and which w i l l be i n the 
plan. 

Q Are you going t o s p e c i f y what kinds of a l c o h o l i c 
beverages, f o r example, you — 

THE PRESIDENT: There may not be one. I never said 
there would be another t a x . 

Q ( I n a u d i b l e . ) 

Q T h e y ' l l t u r n i n t o l o b b y i s t s , r i g h t ? (Laughter.) 

THE PRESIDENT: I plan t o propose more than one way t o 
r a i s e some money, but I can t e l l you t h a t one of them w i l l be a 
c i g a r e t t e t a x . 

Q Propose more than one way? 

THE PRESIDENT: More than one way. 

Q You sound l i k e you r e a l l y have got — 

THE PRESIDENT: Tune i n tomorrow. 

Q Option A and o p t i o n B f o r Congress on money-
r a i s i n g ? I s t h a t — 

THE PRESIDENT: What d i d you say? 

Q You mean, y o u ' l l give Congress, here's op t i o n A, 
f o r instance, here's o p t i o n B? 

THE PRESIDENT: No. No. We're going t o t e l l them how 
we t h i n k we should r a i s e the money t o fund what we t h i n k needs t o be 
funded. But i t won't be — i t ' s a r e l a t i v e l y small p a r t of t h i s 
o v e r a l l package. 

Q Mrs. C l i n t o n has spoken up on the H i l l the l a s t 
week or two, there are more s i m i l a r i t i e s and we can ne g o t i a t e a l o t 
of t h i s . Can you t e l l us what i s not negotiable? What i s s o r t of 
the bottom l i n e t h a t you f e e l i s e s s e n t i a l t o have the k i n d of change 

MRS. CLINTON: I t h i n k the President i s going t o t a l k 
about t h a t tomorrow. I don't want t o s p o i l h i s speech when he s o r t 
of l a y s out what he t h i n k s are the p r i n c i p l e s t h a t we need t o guide 
us as opposed t o the d e t a i l s and t e c h n i c a l i t i e s . But one t h i n g which 
I t h i n k i s not negotiable i s u n i v e r s a l coverage as soon as possible. 

Now, what "as soon as p o s s i b l e " means w i l l depend on 
other pieces of i t , but we have t o know whatever i s enacted w i l l get 
to u n i v e r s a l i n as soon as possible time frame. 

Q — l i k e employee, or employer mandates would not be 
nonnegotiable? 

MRS. CLINTON: I t h i n k what i s nonnegotiable i s a f a i r 
and responsible way of funding the system. We t h i n k the employer-
employee c o n t r i b u t i o n i s the best way of doing t h a t , but i f there i s 
a b e t t e r way out there t o get i t done t h a t i s — 

THE PRESIDENT: I f you look a t the a l t e r n a t i v e s , 
b a s i c a l l y — you b e l i e v e everyone should be covered, and I do — and 
i f you b e l i e v e t h a t you can't c o n t r o l costs u n t i l everyone i s 
covered, because otherwise you w i l l have cost s h i f t i n g — because, 
keep i n mind, people i n t h i s country get h e a l t h care i f they don't 
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have coverage. They get i t when i t ' s too l a t e , too expensive, and 
somebody e l s e i s paying f o r i t . 

There has been only three, as f a r as I can determine, 
only t h r e e ways proposed t o have u n i v e r s a l coverage i n t h e country. 
One i s t h e s i n g l e payor system — abolish insurance premiums and 
r a i s e taxes. The s i n g l e payor system. That's the Canadian system, 
t h a t ' s t h e , from an a d m i n i s t r a t i v e system, probably the most 
e f f i c i e n t a d m i n i s t r a t i v e l y ; t h a t i s lowest a d m i n i s t r a t i v e costs. But 
there are other problems w i t h i t . You don't have the same d i r e c t 
involvement of employers and employee groups w i t h the h e a l t h care 
provid e r s i n c o n t r o l l i n g costs as you do i n a mixed system l i k e the 
German system, f o r example, where the Germans d i d q u i t e a good job i n 
the l a s t seven or e i g h t years keeping — many years keeping t h e i r 
costs below the r a t e of i n f l a t i o n . So they pay a l i t t l e b i t of the 
premium, s l i g h t l y higher a d m i n i s t r a t i v e costs f o r a system more l i k e 
ours except everybody i s i n i t . 

Then the other system would be, the one t h a t some have 
proposed i n the Congress, t o go from an employer-mandated system t h a t 
we have now, employer-employee, t o a f l a t employee mandate, j u s t t e l l 
i n d i v i d u a l s they've got t o go buy hea l t h insurance. But the problem 
w i t h t h a t — and the theory i s , you know, you make a l l these other 
changes, you can make i t cheap enough f o r everybody t o a f f o r d i t . 
The problem w i t h t h a t i s I t h i n k you r e a l l y run a serious r i s k of 
seeing t h e present system, which i s working very w e l l f o r most people 
who are i n i t , who don't have the job lock problem and t h e other 
problems, d i s i n t e g r a t e before your very eyes. 

Or the t h i r d o p t i o n would be t o b u i l d on what we have, 
which i s what we propose t o do. So the answer t o your question, t o 
go back t o H i l l a r y , i f somebody's got a b e t t e r idea t o achieve 
u n i v e r s a l coverage t h a t stops the cost s h i f t i n g and permits us t o 
preserve q u a l i t y and choice and s t i l l c o n t r o l costs, w e ' l l be glad t o 
hear i t . But the reason we came up w i t h t h i s p o s i t i o n o f ours, the 
premium-based system, i s t h a t we've b u i l t on the system we have. And 
we thought most people wanted us t o f i x the problems w i t h the system 
we have w i t h o u t undermining what they l i k e about i t . 

Q Can you j u s t elaborate f o r a moment on why the 
system would d i s i n t e g r a t e under the Republican employee — 

THE PRESIDENT: Not a l l Republicans came out f o r an 
employee mandate. 

MRS. CLINTON: We can run through the questions we have. 
And we have had many conversations w i t h the sponsors of t h a t 
approach, and they have been handicapped t o some extent because they 
d i d n ' t r e a l l y a r r i v e at i t u n t i l r e c e n t l y , and they haven't been able 
t o run a l o t of the numbers t h a t need t o be run t o determine what 
i t ' s s t r e n g t h s and weaknesses are. 

But among the concerns we have i s t h a t i f you have an 
i n d i v i d u a l mandate — and as I understand i t , i n d i v i d u a l s then below 
a c e r t a i n percentage of poverty — i t ' s e i t h e r 150 or 200, some area 
i n there — w i l l be subsidized, you have done several t h i n g s which 
we're concerned about. You have elimi n a t e d any subsidy f o r a l l those 
who f a l l i n the broad middle, who are also e i t h e r uninsured or 
underinsured, because the government w i l l subsidize only people at a 
c e r t a i n l e v e l of poverty. And you have sent a s i g n a l t o employers 
t h a t they have no need t o continue p r o v i d i n g insurance f o r employees 
because t h e government now i s not acknowledging the e x i s t i n g system, 
but i n s t e a d p r e f e r r i n g an i n d i v i d u a l mandate approach. 

That can have several consequences we're concerned about 
t h a t we have t o analyze. One i s t h a t employers w i l l f u r t h e r depress 
wages a t t h e l e v e l a t which the subsidy k i c k s i n so t h a t they w i l l be 
r e l i e v e d from i n s u r i n g some or a l l of t h e i r work force and the 
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government w i l l i nstead provide t h a t subsidy. They can come up w i t h 
t w o - t i e r e d systems where the employers w i l l c o n t r i b u t e t o your 
insurance, because you're a v a l u a b l e , h i g h l y - p a i d p r o f e s s i o n a l , but 
the j a n i t o r i s not going t o be insured by the employer, and you w i l l 
have t h a t k i n d of f u r t h e r s p l i t i n what the h e a l t h care system 
provides. 

T h i r d l y , we b e l i e v e t h a t the ki n d of subsidy system t h a t 
has got t o be designed i n order t o keep t r a c k of i n d i v i d u a l s i s 
immensely more complicated and c o s t l y than a subsidy system aimed at 
businesses, which i s what we are proposing. 

Now, i t may be, as we work through t h i s w i t h the Senate 
Republicans and t h e i r s t a f f s t h a t they have had some independent 
analyses done or they have some answers t o these concerns, but i n our 
e f f o r t s over these l a s t months t o create a subsidy system, i t i s 
extremely complicated. And i t i s mind-boggling t o imagine keeping 
t r a c k of employment s t a t u s and f i n a n c i a l s t a t u s of l i t e r a l l y m i l l i o n s 
upon m i l l i o n s of people. I t ' s very hard t o p r e d i c t how much the 
government subsidy would be, and then added on t o i t , perhaps the 
downward pressure t h a t throws more people i n t o t h a t subsidy pool over 
time s t r i k e s us as a bureaucratic nightmare. And so t h a t ' s why we 
are concerned about t h a t p a r t i c u l a r approach. 

THE PRESIDENT: Let me j u s t make one other p o i n t about 
t h a t because i t r e l a t e s t o more general problems. One of the reasons 
t h a t I f e e l very s t r o n g l y we have t o do something about t h i s as soon 
as we can i s t h a t we have l o t s of evidence t h a t a l o t of employers 
under the pressure of the present system have b a s i c a l l y f e l t forced 
t o deprive t h e i r employees of pay increases, sometimes f o r years, 
j u s t t o pay f o r the increased cost of t h e i r h e a l t h coverage. And we 
are very r e l u c t a n t — I l i k e the way H i l l a r y answered you b e t t e r than 
I do i n the sense t h a t I don't — no one has a l l t h e answers t o t h i s . 
These are the questions we have about the employer subsidy. I t may 
not cause the system t o hemorrhage, but a t l e a s t t h e r e are serious 
questions. 

But what we had hope t o do w i t h t h i s system i s t o permit 
employers t o — i f they can get c o n t r o l of t h e i r h e a l t h insurance 
costs, t o begin t o pass along the b e n e f i t s of the b i g increases i n 
p r o d u c t i v i t y t h a t many sectors of our economy are now enjoying. Last 
q u a r t e r , manufacturing p r o d u c t i v i t y up over f i v e percent — t o be 
able t o pass those on t o t h e i r employees i n terms o f wage increases, 
or t o be able t o have the f l e x i b i l i t y t o h i r e more people, which one 
of the b i g d e t e r r e n t s i n h i r i n g more people now i s the e x t r a o r d i n a r y 
cost of h e a l t h care. 

Q What are the o b j e c t i o n s t o — t h i s goes back t o the 
question of whether there's enough money i n your p l a n . What i s the 
o b j e c t i o n t o phasing i n , say, p a r t s of u n i v e r s a l coverage, dependent 
upon whether the savings you expect come in? I f you t h i n k your 
numbers are r i g h t , i n a sense you're not g i v i n g up anything because 
they w i l l come through, and you can have u n i v e r s a l coverage. I f your 
numbers are wrong, you have some p r o t e c t i o n on the budgetary side; 
obviously not w i t h the people who wouldn't get phased i n , but some 
p r o t e c t i o n t h a t way. What's the o b j e c t i o n t o doing i t t h a t way? 

MRS. CLINTON: There i s n ' t any o b j e c t i o n . There i s no 
o b j e c t i o n . When I answered Al's question, we want t o get t o 
u n i v e r s a l coverage as soon as p o s s i b l e . I f , a f t e r we get i n t o the 
debate on t h i s and the committees are working i t up and a l l of t h a t , 
they say, you've got d e f i c i t r e d u c t i o n i n here i n a considerable 
amount, but we'd be a l i t t l e happier even having l e s s d e f i c i t 
r e d u c t i o n and more cushion on the side of supporting the system as we 
phase i n the b e n e f i t s . 

We have designed t h i s so t h a t there are movable pieces. 
I mean, t h a t ' s the whole reason we have done i t t h e way i t i s , so 
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t h a t i f , a f t e r you go through what we've gone through t o p r i c e the 
costs of these b e n e f i t s packages and t o come up w i t h what we t h i n k 
are the most accurate h e a l t h care numbers t h a t we've ever had i n t h i s 
country. Now, I'm not saying t h a t they're not going t o be changed or 
moved or pushed i n the p o l i t i c a l debate, but I know t h a t t h e r e have 
never been any numbers produced t h a t are grounded i n more a n a l y s i s 
than these. 

But they are movable numbers. I mean, i f we l a y out a 
b e n e f i t s package t h a t we t h i n k i s comprehensive, and the Congress, i n 
response t o your l e g i t i m a t e question, says, we l i k e i t , but we don't 
t h i n k we should get there by '97, we'd be happier g e t t i n g t h e r e by 
2000 and here's how w e ' l l do i t so w e ' l l have a l i t t l e b i t of support 
i n case i t doesn't go the way we thought, or i t takes longer, these 
are a l l the t h i n g s we are open t o t a l k about. 

THE PRESIDENT: Let me say what I would p r e f e r t o t h a t . 
That ought t o be a two-way s t r e e t . That i s , the reason we picked the 
t h r e e years f o r the u n i v e r s a l coverage and then a much longer period 
f o r dealing w i t h the long-term care i s because we r e a l i z e t h a t even 
though we're c o n f i d e n t we have the best numbers anybody's ever had, 
because the processes we've gone through, t h e r e i s some u n c e r t a i n t y 
i n t h i s . So we know t h a t i f , even w i t h the three-year p e r i o d , i f you 
t u r n out t o be wrong along the way, t h a t gives you time f o r c o r r e c t 
a c t i o n . 

So r a t h e r than — I would urge the Congress, r a t h e r than 
say, w e l l , l e t ' s take e i g h t years, not t h r e e , or f i v e years, not 
t h r e e , or whatever, t o b a s i c a l l y r a t i f y the procedures t h a t H i l l a r y 
j u s t described, so t h a t i f you achieve — because we t h i n k i n many 
ways w e ' l l achieve greater savings than we say. So t h a t i t can run 
both ways, i f you see what I mean. I n other words, I t h i n k — l e t me 
t e l l you why t h a t ' s important. Because you w i l l never get the 
maximum savings envisioned by t h i s plan u n t i l you have u n i v e r s a l 
coverage. U n t i l you have u n i v e r s a l coverage, you won't have the 
b e n e f i t of everybody being i n bulk buying, and u n t i l you have 
u n i v e r s a l coverage, you w i l l not have an end t o c o s t - s h i f t i n g . So 
there's a way i n which you're damned i f you do and damned i f you 
don't i n t h i s t h i n g because the longer you take t o get u n i v e r s a l 
coverage, the more you have the present cost i n e f f i c i e n c i e s of the 
system h u r t i n g you. 

Q Mr. President, you gave us an idea of the amount of 
savings t h a t we would have i f we reduced a d m i n i s t r a t i v e costs halfway 
t o those of other c o u n t r i e s . And Mrs. C l i n t o n t a l k e d about b i l l i o n s 
and b i l l i o n s of savings i f we can e l i m i n a t e some of the d i f f e r e n t i a l s 
and costs between apparently i d e n t i c a l medical care i n d i f f e r e n t 
c i t i e s . Can you give us a sense — obviously not a precise d o l l a r 
f i g u r e , but a magnitude sense of the k i n d of b i l l i o n s and b i l l i o n s 
we're t a l k i n g ? Are we t a l k i n g about $50 b i l l i o n , $100 b i l l i o n , $600 
b i l l i o n ? What are we t a l k i n g about there? Do we know? What do we 
t h i n k ? 

MRS. CLINTON: Well, we t h i n k t h a t you add up the 
v a r i o u s pieces, the unnecessary t e s t s and procedures, the 
a d m i n i s t r a t i v e costs, other savings t h a t we t h i n k w i l l come, you 
know, we're t a l k i n g about $200 b i l l i o n , $250 b i l l i o n over time. 

Q At an annual rate? 

MRS. CLINTON: No, not an annual r a t e . These t h i n g s 
won't happen ov e r n i g h t . But Dr. Koop said yesterday t h a t he 
b e l i e v e s , based on h i s s t u d i e s , t h a t there i s about $200 b i l l i o n of 
what he would c a l l unnecessary care being d e l i v e r e d . Now, t h a t ' s h i s 
f i g u r e , not mine. But t h a t i s i n the b a l l p a r k of the kinds of 
f i g u r e s t h a t we're lo o k i n g a t i n terms of the savings t h a t are i n the 
system. 
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THE PRESIDENT: That would include unnecessary 
procedures, o u t r i g h t f r a u d , waste and a p r i c e d i f f e r e n t i a l . But you 
cannot achieve — we want t o be p e r f e c t l y c l e a r on t h i s — there i s 
no conceivable way you could achieve t h a t l e v e l of annual savings 
w i t h i n a year or two. You're going t o manage your way t o t h i s , 
which i s why I go back t o what I s a i d before. E.J. asked a very good 
question and we t r i e d t o w r i t e i t down so t h a t i f i n year two or year 
three t h e savings d i d n ' t match the costs we could s t r i n g i t out, you 
know, maybe not now b u t , when the Congress i s meeting a l l the time. 
But u n t i l you get the system i n place you can never r e a l i z e the f u l l 
b e n e f i t s t h a t Dr. Koop was t a l k i n g about i n my judgment. 

Q Two questions: Have your economic people run any 
k i n d of models given the p r e d i c t i o n about what i n t h i s p e r i o d of the 
next f i v e years, say, the e f f e c t of t h i s p l an i s on the economy and 
jobs? 

THE PRESIDENT: They've t r i e d t o . And l e t me t e l l you 
what the problems w i t h i t are. We have th r e e p r e d i c t a b l e economic 
models developed i n t h e past about what happens i f you add X amount 
of cost t o per employee f o r firms i n a c e r t a i n area of the economy 
w i t h a c e r t a i n p r o f i t margin, w i t h a c e r t a i n growth or shrinkage 
h i s t o r y i n t h a t s e c t i o n of the economy. So you can get a p r e t t y good 
f e e l on what the job r e d u c t i o n might be i n t h a t area. 

You can get a k i n d of estimated f e e l — although i t ' s 
hard t o know — on whether i f you d r a s t i c a l l y s i m p l i f y the system how 
many people who are c l e r i c a l workers would be l a i d o f f i n insurance 
companies and c l i n i c s and h o s p i t a l s . 

We have a p r e t t y good — o f f s e t t i n g t h a t , we have a 
p r e t t y good f e e l f o r how many 100,000 people would be h i r e d i n ex t r a 
h e l p i n g h e a l t h care p r o v i s i o n s , t h a t i s people who are p r o v i d i n g 
h e a l t h care are more primary and preventive h e a l t h care services t o 
the p u b l i c h e a l t h c l i n i c s . 

What t h e r e are no p r e s e n t l y a v a i l a b l e models on i s where 
we t h i n k the b i g job generators are, which i s i f you c u t General 
Motors' premium cost from 20 percent t o 15 percent — l e t ' s j u s t say, 
but they w i l l s t i l l be paying v i r t u a l l y t w i c e what the average 
i n d u s t r y average i s — l e t ' s j u s t say i t k i n d of goes from 20 t o 15. 
What happens t o t h a t f i v e percent of p a y r o l l ? Do they h i r e more 
people? Do they give t h e i r people a pay raise? You're t a l k i n g about 
a huge amount of money f o r General Motors. Do they increase t h e i r 
purchases from t h e i r subcontractor, which adds more j o b t o them? 

That i s t o be — we b e l i e v e very s t r o n g l y t h a t 
r a t i o n a l l y i t i s a net j o b gainer because we b e l i e v e t h a t instead of 
paying more money f o r the same h e a l t h care, i f people have the same 
amount o f money t o i n v e s t i n something new, t h a t i t only stands t o 
reason t h a t i n the aggregate y o u ' l l have any more jobs created. But 
there i s no — f r a n k l y , no a v a i l a b l e model f o r t h i s s o r t of s t u f f . 
You almost have t o go i n t o — because i t i s t h e o r e t i c a l l y t r u e 
everybody could take t h e money and put i t i n t h e i r pocket or put i t 
i n t he bank, or i t could never be invested or recycled or whatever 
but ~ 

Q — increased p r o f i t s . 

THE PRESIDENT: Yes. 

Q — say we don't have enough p r o f i t s and i t may not 
create much i n the way of — 

THE PRESIDENT: But over the long run i t seems c l e a r 
t h a t they w i l l increase t h e i r — expand t h e i r operations, which means 
e i t h e r d i r e c t b e n e f i t s t o employees or i n d i r e c t b e n e f i t s t o a l l the 
people w i t h whom they c o n t r a c t . 
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And t h a t ' s j u s t one example. Keep i n mind you're 
d e a l i n g w i t h a — what happens i f you lower the insurance premiums t o 
the self-employed couple who have a flower shop? Do they h i r e 
somebody else? Do they buy more flowers? You have t o — there are 
j u s t not any economic models t h a t I know of t h a t answer a l l these 
questions. 

Q I had a question t h a t has t o do w i t h your speech 
tomorrow n i g h t . You r e f e r t o unnecessary procedures. Mrs. C l i n t o n 
gave the example of the 92-year-old man w i t h a four-way bypass. Are 
you going t o t e l l people tomorrow n i g h t t h a t i f t h i s happens some 
medical care t h a t i s now a v a i l a b l e t o people w i l l not be a v a i l a b l e 
because i t ' s not r a t i o n a l t o provide i t ? 

MRS. CLINTON: No, I don't t h i n k you have t o say t h a t . 
I t h i n k t h a t what you have t o do i s create a system i n which the 
i n c e n t i v e s f o r p r o v i d i n g the best p o s s i b l e care t o the most people a t 
the lowest cost are d r i v i n g the system, instead of the way the system 
i s d r i v e n now. And I t h i n k we are going t o s t r o n g l y encourage people 
t o have l i v i n g w i l l s and advance d i r e c t i v e s so t h a t we w i l l have 
b e t t e r informed d e c i s i o n making i n the l a s t years and moments of l i f e 
from i n d i v i d u a l s themselves. 

And I haven't t o l d my husband t h i s y e t , but I was asked 
t h i s q uestion about d i d we have a l i v i n g w i l l , and I s a i d , no, but we 
w i l l . You know, we w i l l do i t p u b l i c l y because, I mean, i t ' s t h a t 
k i n d of t h i n g . 

THE PRESIDENT: I need one i n my l i n e of work. 
(Laughter.) 

Q R a t i o n i n g i s a d i r t y word i n a l l of t h i s . 
P r i o r i t i z i n g presumably i s not. Does t h i s envision p r i o r i t i z i n g 
treatments so t h a t t h e most — 

MRS. CLINTON: Well, I don't t h i n k so, based on what we 
know now, because i f you look at the p a r t s of our h e a l t h care system 
t h a t are operating e f f i c i e n t l y , they are p r o v i d i n g b e t t e r and more 
comprehensive care t o more people. 

And I ' l l go back t o Minnesota again. I mean, i t has the 
highest h e a l t h s t a t u s i n the country and i t ' s not because they were 
a l l Scandinavians. I mean, you know, i t ' s the way they organize and 
d e l i v e r h e a l t h care. And I t h i n k t h a t there are so many lessons t h a t 
can be learned so t h a t u n t i l we get t o a p o i n t where the average 
bypass i n Pennsylvania costs c l o s e r t o $21,000 instead of $84,000, 
how do we know what the r e a l cost of d e l i v e r i n g cost of h e a l t h care 
is? 

I f you look a t other c o u n t r i e s t h a t cover everybody a t 
less cost, i f you look a t a Germany, f o r example, or a Canada, we 
have analyzed t h i s data backwards and forwards. There i s not much 
evidence of r a t i o n i n g . You could argue c u l t u r a l l y t h e r e i s more of 
an acceptance of the i n e v i t a b i l i t y of l i f e ' s end, but t h a t ' s not 
because of the medical system, t h a t ' s because of the s o c i e t y . And I 
t h i n k t h a t what we have t o do i s get a h e a l t h care system t h a t 
operates c o s t - e f f e c t i v e l y and d e l i v e r s q u a l i t y care. And 
i n d i v i d u a l s , through t h e i r own decision-making, l i k e l i v i n g w i l l s and 
the l i k e , w i l l begin t o see some decisions being made t h a t don't have 
t o be government d i r e c t e d . 

THE PRESIDENT: Let me i n t e r j e c t . This i s very 
important. I n t h i s system we do r e a l l o c a t e , i f you w i l l , some 
resources t o more h e a v i l y emphasize preventive and primary care. We 
b e l i e v e — and I'm not j u s t t r y i n g t o be the t o o t h f a i r y here. Every 
system has some r a t i o n i n g . This system has severe r a t i o n i n g . The 
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system we're i n now severely r a t i o n s care i n a l l kinds of ways t h a t 
we — but i t ' s j u s t a r b i t r a r y and unnoticed. 

But we believe t h a t u n t i l we get the p r i c i n g system 
s t r a i g h t e n e d out and have the k i n d of basic p r e v e n t i v e care t h a t we 
know saves tons of money, we can't reach t h a t question, and we don't 
need t o . 

MRS. CLINTON: And Dr. Koop also s a i d yesterday, David 
— t h i s i s something I had never heard before, but again, I don't 
know i f you a l l know, but he has been working up a t Dartmouth f o r the 
l a s t several years w i t h Dr. Winberg. They have some of the best 
q u a l i t y a n a l y s i s work a v a i l a b l e i n the whole country. 

Dr. Koop also said yesterday, David — t h i s i s something 
I ' d never heard before, but again, I don't know i f you a l l know, but 
he has been working up at Dartmouth f o r the l a s t several years w i t h 
Dr. Winberg. They have some of the best q u a l i t y a n a l y s i s work 
a v a i l a b l e i n the whole country. Dr. Koop said t h a t an uninsured 
p a t i e n t who enters a h o s p i t a l i n America today, f o r the same ailment 
as an insured p a t i e n t of the same age, race, e t cetera, i s t h r e e 
times more l i k e l y t o die than the insured p a t i e n t . That was t h e 
f i r s t time I heard t h a t . 

But those people, the uninsured, they are not organized, 
they are none of us. They don't have anybody speaking f o r them. 
Nobody c o l l e c t s the data on t h e i r m o r t a l i t y and m o r b i d i t y r a t e s and 
compares i t t o l i k e people who are insured. But we already have a 
system i n which we are making very d i f f i c u l t choices every day. And 
we're doing them d r i v e n by the way we finance h e a l t h care i n s t e a d of 
physicians, h o s p i t a l s , and as Dr. Koop said yesterday, the e t h i c a l 
decision-making of a c a r i n g s o c i e t y . I want t o get t o t h a t p o i n t . I 
want doctors once again t o make decisions on what they t h i n k i s best 
i n s t e a d of c a l l i n g some 800 number t o ask some insurance executive 
whether they can give me a blood t e s t . And I t h i n k we're more l i k e l y 
t o get there going t h i s d i r e c t i o n than i f we stand s t i l l — do 
nothing. 

Q I t ' s along these l i n e s , but are you a t a l l 
concerned t h a t , i f you say you want t o change the i n c e n t i v e s and 
these plans w i l l be competing f o r buyers, i s t h e r e — concern t h a t i t 
would be d i f f i c u l t t o s o r t out what are the necessary procedures, the 
unnecessary procedures and maybe some necessary procedures are very 
expensive, but the plan wants t o get i t s p r i c e down? And who w i l l 
make these decisions as t o what's necessary, unnecessary? 

MRS. CLINTON: Every American and every plan w i l l have 
t o d e l i v e r a guaranteed b e n e f i t s package. And i t w i l l look l i k e the 
standard insurance p o l i c y — i t i s , you know, i n p a t i e n t , o u t p a t i e n t 
and the l i k e . There i s a, I t h i n k , g e n e r a l l y accepted standard of 
p r a c t i c e and care. And we're going t o do more t o develop t h a t . We 
want people i n the medical p r o f e s s i o n t o be f r e e of l i a b i l i t y , f o r 
example, by knowing what i s expected of them, whether they're i n 
Maine or i n . So we're going t o be l a y i n g out some q u a l i t y i n d i c a t o r s 
t h a t the p r o f e s s i o n i s going t o help us develop along w i t h others who 
are concerned about these issues. But most h e a l t h plans now t h a t 
d e l i v e r h e a l t h care less expensively i f they're w e l l run, i f they're 
the Kaiser Permanente or the Puget Sounds, the Mayor c l i n i c s , or 
Rochester, New York's program, they d e l i v e r a l l necessary medical 
care. They have the highest p a t i e n t and consumer s a t i s f a c t i o n of 
h e a l t h care consumers i n the country r i g h t now. 

We're not concerned about t h a t , but we w i l l have some 
checks i n the system where we w i l l be not only determining whether 
there's any problems w i t h q u a l i t y but p u b l i s h i n g t h a t i n f o r m a t i o n so 
t h a t when you s i g n up f o r your h e a l t h plan every year you can move. 
I f you hear something you don't l i k e , you move t o somebody e l s e . 
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MS. MYERS: At t h i s point the President needs to go. 
The F i r s t Lady w i l l stay f o r a few more minutes. 

THE PRESIDENT: Thank you a l l very much. 

Q Could we ask one NAFTA question — what does 
Gephardt's opposition do to your chances? 

THE PRESIDENT: I t doesn't help, but I don't think i t ' s 
f a t a l . We have — 

Q Is there room for — 

THE PRESIDENT: Well, I hope so. But that's — that's 
r e a l l y up to him. I mean, he's — l e t me j u s t — f i r s t of a l l , the 
Speaker and Mr. Fazio are going to have a press conference today, 
too, so coming out for i t strongly, and I think that w i l l be very 
h e l p f u l . 

I f you l i s t e n to the NAFTA debate, the people who are 
opposed to i t , i f you r e a l l y l i s t e n t o t h e i r aggregate arguments, 
whether i t ' s about the labor standards aren't strong enough or 
whatever. They are r e a l l y — the real complaint i s t h a t they think 
we haven't fi x e d the abuses of the Maquilladora system. That's 
r e a l l y — i f you r e a l l y l i s t e n t o i t , they're saying t h a t we're not 
doing enough to close the gap i n environmental expenditures or i n 
salaries or wages or whatever — what I keep t e l l i n g a l l the people 
i n the Congress and my friends i n the labor movement and everybody 
else i s i f we beat t h i s , the gap w i l l be greater than i f we pass i t . 
People w i l l s t i l l be able to move t h e i r plants to Mexico; t h e y ' l l be 
able to do whatever they want to do. And there w i l l be no incentive 
on the other side of the border to increase the environmental 
standards, increase the labor standards, and we won't be lowering the 
Mexican t a r i f f s . 

We, i n fact, have free trade with Mexico now coming out 
way. We've only got a 4 percent t a r i f f on average. So i f you r e a l l y 
s t r i p away a l l the arguments from the people that are against NAFTA, 
they're saying I wish you were doing more to overcome what I don't 
l i k e about the present system. And they're making the — the enemy 
of the good. There i s no question i n my judgment tha t t h i s w i l l put 
our country on a stronger footing, and i t means more experts, 
including the things l i k e automobiles. And i t gives us the chance to 
a t t r a c t some investment to Mexico back from Asia, which w i l l mean 
more contracting jobs for America, too. 

Clyde Pretzler had a very good a r t i c l e i n The Washington 
Post i n the l a s t couple of days that b a s i c a l l y states my feeling 
about i t . I also think t h a t the job generating — the re a l job 
winner f o r NAFTA over the long run i s that i t opens the door to Latin 
America and w i l l put us i n a stronger pos i t i o n than we've been there 
since the Kennedy presidency i f we pass i t , because a l l these market 
economies, a l l these democracies — you've got Venezuela, you've got 
Argentina and you've got Chile, and you've got a l l these countries 
that want to be t i e d into i t . And at least psychology they believe 
that we have to do NAFTA to prove that we're serious about bringing 
them i n . 

Q Mr. President, very quickly, Ross Perot, you know, 
did c r i t i c i z e your health plan u n t i l Senator Rockefeller asked him to 
withhold his c r i t i c i s m . And has since seen a copy of your health 
plan; and he says he's going to withhold any judgment because he's 
working on NAFTA. Do you think i t makes much difference what he does 
on the health care? 

THE PRESIDENT: Well, I appreciate his withholding 
c r i t i c i s m — (laughter.) 

MORE 
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Q — I mean, whether — 

THE PRESIDENT: I don't have any idea. I want everybody 

Q A l o t of t h i s i s r a t h e r complicated — i t ' s l i k e a 
VCR, where you s o r t of understand f o r the f i r s t 10 seconds and two 
hours l a t e r you go back and you can't get i t t o work. What are you 
going t o say or what i s the President going t o say tomorrow — across 
t o the American people i n some way t h a t w i l l b u i l d support f o r what 
he's t r y i n g t o do. What i s he going t o emphasize t h a t has enough 
u n d e r s t a n d a b i l i t y f o r a much broader s e c t i o n of the American people -
- when you're t a l k i n g — 

MRS. CLINTON: I t i s a huge audience w i t h many d i f f e r e n t 
l e v e l s of understanding about the h e a l t h care system. But when 
F r a n k l i n Roosevelt proposed S o c i a l S e c u r i t y , he d i d n ' t go out s e l l i n g 
i t w i t h a c t u a r i a l t a b l e s and books of r e g u l a t i o n s . I mean, we are 
l i v i n g i n a much more d i f f i c u l t time f o r s o c i a l p o l i c y . I mean, i f 
he had t r i e d t o do t h a t , i t never would have been passed. He 
b a s i c a l l y s a i d , look, here's the deal — you pay i n ; you're taken 
care o f ; you have Soci a l S e c u r i t y i n your o l d age. I f he'd had t o 
have been pressed t o the w a l l saying, w e l l , what about spouse who 
d i d n ' t work and what about somebody who only worked 2 0 quarters 
i n s t e a d of 24 q u a r t e r s , I mean, we would never have had Social 
S e c u r i t y . 

So, I mean, p a r t of our burden i s t o keep t h i s debate on 
two l e v e l s a t one time. The overwhelming need f o r the p u b l i c i s t o 
f e e l t h a t the h e a l t h s e c u r i t y t h a t they w i l l get w i l l guarantee them 
h e a l t h coverage a t an a f f o r d a b l e p r i c e w i t h q u a l i t y and choice f o r 
the r e s t of t h e i r l i v e s . They don't care what the s i z e of some of 
the h e a l t h a l l i a n c e issues are. I n f a c t , i f they had t h e i r way on 
premium caps, they'd re g u l a t e t he kind of car a doctor could d r i v e . 
I mean, the p u b l i c wants more p r i c e c o n t r o l s , b i t by b i t , t r y i n g t o 
c o n t r o l t h i s economy. The f a c t t h a t we are moving toward what we 
consider t o be a much more market o r i e n t e d approach i s more d i f f i c u l t 
t o e x p l a i n . I mean, s i n g l e payer or i n d i v i d u a l r e s p o n s i b i l i t y i s a 
much eas i e r t h i n g t o e x p l a i n . 

I would argue, however, as I have over the l a s t several 
weeks, i s t h a t moving from r h e t o r i c i n any of these plans t o 
s p e c i f i c s i s very d i f f i c u l t . So, yes, we want t o be responsive on 
the s p e c i f i c s , b ut we don't want t o lose the f o r e s t f o r the trees and 
s t a r t engaging i n a ki n d of a c t u a r i a l debate, when what we should be 
t a l k i n g about i s the broad s o c i a l p o l i c y we're t r y i n g t o e s t a b l i s h 
than i n the Congress w i t h a l l t he va r i o u s groups converging, we w i l l 
be s t r u g g l i n g over the t e c h n i c a l d e t a i l s . 

So t h a t ' s our dilemma, because — 

Q Can you persuade the President — 

MRS. CLINTON: Well, I t h i n k i t ' s tough, because the 
other piece of t h i s , though, i s the h e a l t h care debate on an 
i n d i v i d u a l l e v e l gets s p e c i f i c very f a s t . I n d i v i d u a l s say, w e l l , 
what do I pay now and how much w i l l I pay i n the f u t u r e . I mean, 
they want t o get as s p e c i f i c as p o s s i b l e against the backdrop of t h i s 
general assurance. So the President's going t o have t o s t r i k e the 
r i g h t balance. I don't t h i n k tomorrow i s the time f o r him t o be 
answering every question anybody might have. I t h i n k tomorrow i s the 
time t o l a y out t h e general p r i n c i p l e s and the k i n d of s o c i a l 
c o n t r a c t t h a t underlay t h i s enormous step forward f o r the country. 
And then w e ' l l have l o t s of time i n the weeks ahead t o dot the i ' s 
and cross the t ' s and ex p l a i n i t . There w i l l be such a hunger f o r 
i n f o r m a t i o n t h a t we w i l l j u s t be f l o o d i n g people w i t h i n f o r m a t i o n , 
and t h e y ' l l be t a k i n g out sc r a t c h sheets t r y i n g t o f i g u r e t h e i r costs 

MORE 
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Thank you very much. I am extremely g r a t i f i e d by t h i s 
g athering and I want p a r t i c u l a r l y t o thank the leadership of both 
Houses and both p a r t i e s f o r t h e i r graciousness and cooperation 
w i t h me and those i n the a d m i n i s t r a t i o n who have been working on 
t h i s proposal f o r many months. I'm p a r t i c u l a r l y g r a t e f u l f o r the 
help of Congressman Michel and the leadership of the Republican 
side of the House and also Senator Dole and the Republican 
Senators. I also am extremely t h a n k f u l f o r the good counsel and 
advice t h a t I received from Senator M i t c h e l l , Speaker Foley and 
M a j o r i t y Leader Gephardt. I also want t o thank those who put 
t h i s event together. I t h i n k t h a t i t ' s a remarkable event t h a t 
w i l l i n many ways give a boost t o the confidence l e v e l of the 
American people t h a t a l l of us — Democrats, Republicans — from 
d i f f e r e n t p o i n t s of view have come together t o t a l k about an 
issue t h a t i s on the f o r e f r o n t of the American agenda. And f o r 
t h i s event, I want t o thank Congressman Hoyer and Senator 
Daschle, Senator Nickles and Congressman Armey f o r e n l i s t i n g the 
numbers of people t h a t put an event l i k e t h i s on. 

I came from the White House t h i s morning where we had over 
two hundred leading doctors from around the country, come 
together t o voice t h e i r general support f o r the d i r e c t i o n t h a t 
reform i s moving. And former S o l i c i t o r General C. Everett Koop 
has agreed t o take a leadership r o l e i n c o n t i n u i n g t o work w i t h 
physicians a l l over the country, so t h a t the kinds of concerns 
t h a t Representative Michel mentioned w i l l always be a t the 
f o r e f r o n t of our c o n s i d e r a t i o n . I was personall y d e l i g h t e d t h a t 
not only someone l i k e Dr. Koop, but the CEO of Mayos t h a t heads 
the numerous of our medical schools, f a m i l y p r a c t i c e doctors, 
s p e c i a l i s t s , those from d i f f e r e n t kinds of medicine were there 
t h i s morning t o say i n a u n i f i e d voice, "We believe i n the 
p r i n c i p l e s t h a t u n d e r l i e reform." We may disagree about some of 
the d e t a i l s and the t e c h n i c a l i t i e s , but t o have reached a p o i n t 
f i n a l l y a f t e r s i x t e e n years of e f f o r t by both Democratic and 
Republican Presidents, by leaders i n both p a r t i e s t o reach a 
po i n t where we are agreed t h a t we must make changes i n order t o 
preserve what i s best about American h e a l t h care and t o f i x what 



- 2 -

i s wrong. I t i s , indeed, an e x t r a o r d i n a r y moment i n time. And I 
hope t h a t a l l of us w i l l approach t h i s o p p o r t u n i t y i n t h a t way. 
There i s no doubt t h a t there i s not any issue t h a t has more hold 
on a l l of you as p u b l i c stewards and members of t h i s body. What 
I hope we w i l l be able t o do i s t o work through a l o t of the 
concerns t h a t many of you have brought t o me and t o others over 
the past months. I have persona l l y met over one hundred t h i r t y 
times w i t h members of Congress here i n the C a p i t o l . Others who 
have worked w i t h me have added many, many hundreds of meetings t o 
t h a t . We have met w i t h over a 1,100 groups of people concerned 
about h e a l t h care. Sometimes, many, many times t o work out a 
good approach t o s o l v i n g a problem. What I am st r u c k by i s the 
s p i r i t t h a t has permeated these discussions from the very 
beginning, which I hope w i l l be maintained as we move toward 
l e g i s l a t i o n and a c t u a l l y implementing changes i n the system. 

One of the o r i g i n a l ideas behind t h i s g a t hering was t o give 
members who had not been involved w i t h h e a l t h care a chance t o 
ask questions and t o voice t h e i r concerns. Because c e r t a i n l y i n 
the many, many meetings t h a t I have been p r i v i l e g e d t o have, I 
have o f t e n seen some of you many times over because of the 
p a r t i c u l a r committees t h a t you serve on, and I have not seen some 
of you a t a l l because of the p a r t i c u l a r committees you serve on. 
What we hope today, p a r t i c u l a r l y , i s t h a t those members who have 
not been p a r t of the ongoing c o n s u l t a t i o n f o r whom t h i s may be 
the very f i r s t meeting they have had about h e a l t h care concerning 
the proposal and the d i r e c t i o n we want t o move i n , w i l l f e e l f r e e 
t o ask t h e i r questions and w i l l perhaps even be w i l l i n g t o be 
given the o p p o r t u n i t y t o ask more questions than those who are so 
much more f a m i l i a r w i t h a l o t of the d e t a i l s . I mean, I have t o 
confess, when I s t a r t e d t h i s e i g h t months ago, I was not i n my 
own mind r e a l l y sure about a l o t of these concepts. I won't go so 
f a r as t o say t h a t I d i d n ' t know the d i f f e r e n c e between Medicaid 
and Medicare, but I o f t e n found myself using one when I meant the 
other. And I t h i n k i t ' s important t h a t a l l members here who have 
not been involved i n the h e a l t h care debate, i t has not been p a r t 
of your r e s p o n s i b i l i t y , but you are anxious t o le a r n and you hear 
a l o t about i t from your c o n s t i t u e n t s , f e e l p a r t i c u l a r l y f r e e t o 
ask your questions and t o know t h a t even those who are much more 
knowledgeable because of what they have done over decades, 
s t a r t e d o f f where you are s t a r t i n g o f f and not t o f e e l i n any way 
constrained from asking whatever questions might cross your mind 
about what we are attempting t o achieve. 

What we would l i k e t o do t h i s morning i s t o spend j u s t a few 
minutes t a l k i n g , g e n e r a l l y about the proposal and then what I 
would r e a l l y l i k e t o do i s t o have time t o hear your questions so 
t h a t we can t r y t o respond t o them. I f we s t a r t w i t h the idea 
t h a t there are c e r t a i n p r i n c i p l e s t h a t u n d e r l i e the President's 
proposal, then we can move from those p r i n c i p l e s t o the d e t a i l s 
and t e c h n i c a l aspects of i t and t a l k both g e n e r a l l y and 
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s p e c i f i c a l l y about where we are heading. 

Let me j u s t b r i e f l y run over those p r i n c i p l e s because you 
w i l l hear much from both the President and from the members of 
the Cabinet who are here about how there i s so much room f o r 
t a l k i n g through how we get t o achieve c e r t a i n p r i n c i p l e s . And we 
mean t h a t very s i n c e r e l y . We welcome the k i n d of advice and 
counsel t h a t you are g i v i n g us on a r e g u l a r basis. We know t h a t 
many of you already have good questions and suggestions o f f of 
the ( i n a u d i b l e ) t h a t have already been c i r c u l a t e d . So p a r t of 
what we hope i s t h a t t h i s w i l l continue t h a t process. The 
p r i n c i p l e s , though, t h a t u n d e r l i e are: number one, we have t o 
provide h e a l t h s e c u r i t y f o r every American. That means two 
t h i n g s — i t means reaching u n i v e r s a l coverage so t h a t every 
American has the s e c u r i t y of knowing t h a t he or she w i l l be able 
t o o b t a i n h e a l t h care when needed. I t also means t h a t we b e l i e v e 
every American should be e n t i t l e d t o a guaranteed b e n e f i t s 
package. And t h a t package should be a v a i l a b l e t o you as an 
American, not because of who you work f o r or whether you've ever 
been s i c k before or what region of the country you l i v e i n . And 
i t ' s p a r t i c u l a r l y important t h a t the b e n e f i t s package t r y t o 
s t r e s s primary and preventive h e a l t h care. Because i n the 
absence of t r y i n g t o s t r e s s primary preventive h e a l t h care, we 
b e l i e v e we w i l l continue t o pay more money i n the long run, than 
we w i l l i f we take care of some of these medical problems t h a t 
could be prevented before they got worse. 

The second issue i s t h a t i n a d d i t i o n t o s e c u r i t y , the system 
has t o be s i m p l i f i e d . I t should be s i m p l i f i e d f o r a l l p a r t s of 
i t , but p a r t i c u l a r l y f o r those who a c t u a l l y d e l i v e r h e a l t h care 
-- our physicians, our nurses, our other p r o f e s s i o n a l s . We have 
i n both the p u b l i c sector and the p r i v a t e sector added l i t e r a l l y 
b i l l i o n s of d o l l a r s on t o the d e l i v e r y of h e a l t h care. We have, 
by adding those b i l l i o n s of d o l l a r s , r e q u i red doctors and nurses 
t o spend l i t e r a l l y m i l l i o n s of man-hours f u l f i l l i n g b ureaucratic 
and r e g u l a t o r y and p r i v a t e insurance company requirements. I 
don't know i f any of you were able t o hear what the President and 
Vice President heard at Children's H o s p i t a l on Friday, but I 
t h i n k t h i s p o i n t i l l u s t r a t e s what we are attempting t o achieve 
through s i m p l i f i c a t i o n . The President and the Vice President met 
w i t h the s t a f f of the Washington, D.C. Children's H o s p i t a l . As 
p a r t of t h e i r e f f o r t t o react t o reform, they have been doing 
t h e i r own surveys. They have determined t h a t f o r the average 
doctor t h a t serves on t h e i r s t a f f — they have over two hundred 
doctors — the k i n d of paperwork requirements t h a t have nothing 
t o do w i t h p a t i e n t records, but paperwork having t o do l a r g e l y 
w i t h f i n a n c i n g and reimbursing care are so e x t r a o r d i n a r i l y heavy 
t h a t i f you could remove t h a t paperwork from those doctors, they 
would have time t o see, on average, an a d d i t i o n a l f i v e hundred 
p a t i e n t s a year. Now, t h a t i s t h e i r c a l c u l a t i o n . They b e l i e v e 
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t h a t we have so burdened t h e i r doctors w i t h unnecessary paperwork 
t h a t we have deprived 10,000 c h i l d r e n from seeing doctors d u r i n g 
the course of the year. Now i t ' s t h a t k i n d of s t a t i s t i c we have 
run i n t o time and time again i n looking a t t h i s system, and can 
give you many more examples of i t . 

The t h i r d p r i n c i p l e t h a t comes from s i m p l i f i c a t i o n i s t h a t 
we be l i e v e t h a t there are savings i n t h i s system. Now I know 
t h a t i s an issue we should get i n t o and t a l k about i n the 
question and answer pe r i o d , because I know t h a t there are members 
who are concerned about where those savings come from, how we 
c a l c u l a t e those savings. And we do advocate reducing the r a t e of 
growth — not c u t t i n g — but reducing the r a t e of growth i n both 
Medicare and Medicaid, and also c r e a t i n g i n c e n t i v e s i n the 
p r i v a t e market t o reduce the r a t e of growth i n the p r i v a t e 
sector, h e a l t h care expenditures. Now one of the key issues 
about reducing the r a t e of growth i n our p u b l i c programs i s t o 
analyze very c a r e f u l l y where the money now goes. I f you conduct 
t h a t k i n d of ana l y s i s -- as not only have the people we have 
worked w i t h have done, but many others out i n the country have 
done — i t i s very hard t o j u s t i f y the c u r r e n t expenditures i n 
both of those p u b l i c programs i n terms of the range of cost 
around the country compared t o the r e a l cost of d e l i v e r i n g h e a l t h 
care i n those same regions of the country. Let me j u s t give you 
two examples: the s t a t e of Minnesota i s much f u r t h e r along than 
other s t a t e s i n organizing the d e l i v e r y of h e a l t h care. So t h a t 
they have many more of t h e i r c i t i z e n s , than my s t a t e of Arkansas 
f o r example, who belong t o some k i n d of pre-paid h e a l t h 
o r g a n i z a t i o n , some kind of h e a l t h maintenance o r g a n i z a t i o n , they 
l i t e r a l l y have most or nearly a l l of t h e i r p o p ulation now i n 
those kinds of networks of h e a l t h care d e l i v e r y . They have many 
of t h e i r Medicare p a t i e n t s i n organized h e a l t h care d e l i v e r y 
systems. 

I n Minnesota the average cost of t a k i n g care of a Medicare 
p a t i e n t i s one h a l f of what i t i s i n P h i l a d e l p h i a . I n New Haven, 
Connecticut, the average cost i s one-half of what i t i s i n 
Boston. And you can go down example a f t e r example. I f you 
analyze the expenditures and i f you t r y t o hold constant any 
v a r i a t i o n between popu l a t i o n , sickness... there i s s t i l l no 
adequate explanation f o r those k i n d of d i f f e r e n t i a l s other than 
the way the systems are organized and the cost i n the various 
systems and how they compare w i t h one another. So our p o i n t i s 
t h i s — i f you look a t the r a t e of increase c u r r e n t l y p r o j e c t e d 
f o r our p u b l i c system, even a f t e r the recent budget 
r e c o n c i l i a t i o n . Medicare i s pr o j e c t e d t o increase a t 11% f o r the 
next two years. Medicaid at 16%. Neither the Medicare 
po p u l a t i o n , nor the Medicaid population i s expected t o increase 
at anything near those percentages. So even i f we were t o say, 
we want everyone t o have a CPI or a cost of l i v i n g increase, an 
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i n f l a t i o n increase; we want t o take care of the p o p u l a t i o n t h a t 
w i l l be g e t t i n g a t Medicare e l i g i b l e or Medicaid e l i g i b l e , we 
beli e v e t h a t there i s a s i g n i f i c a n t amount of money i n those 
systems t h a t can be b e t t e r a l l o c a t e d than being put i n t o the same 
services as they are c u r r e n t l y being paid f o r by f e d e r a l 
government. 

There's another issue here. Even though the d i r e c t 
a d m i n i s t r a t i v e costs of Medicare are s i g n i f i c a n t l y lower than the 
p r i v a t e insurance a d m i n i s t r a t i v e costs, the costs t h a t doctors 
and h o s p i t a l s incur i n dealing w i t h the Medicare system are not. 
So p a r t of what we bel i e v e i s t h a t we can save money f o r 
physicians and f o r h o s p i t a l s by b e t t e r o r g a nizing the Medicare 
system and by i n t e g r a t i n g i n t o the o v e r a l l h e a l t h care system. 
Medicaid r e c i p i e n t s they should be put i n t o an o v e r a l l h e a l t h 
care system j u s t l i k e you and I , they should not be i d e n t i f i e d , 
they should not be marginalized and we bel i e v e t h e i r h e a l t h care 
can be d e l i v e r e d more e f f i c i e n t l y and, i n some ways, w i t h more 
d i g n i t y than the cu r r e n t Medicaid system c u r r e n t l y allows. 

A f o u r t h p r i n c i p l e i s choice. We believe t h a t we should not 
only preserve, but enhance the choice of consumers t o choose 
t h e i r h e a l t h plan. The way cur r e n t trends are going now, most 
employers provide some c o n t r i b u t i o n t o t h e i r employees' h e a l t h 
care, f o r those working Americans who are insured. The employers 
make the choice. And i n c r e a s i n g l y employers are l i m i t i n g the 
choice of t h e i r employees. Yes, you w i l l get the insurance, but 
you w i l l only be able t o use Plan X, or maybe a choice between 
Plan X and Plan Y. We t h i n k the appropriate choice should r e s t 
of the i n d i v i d u a l , t h a t b e t t e r informed consumers w i l l make 
b e t t e r choices. And we also believe t h a t doctors should have the 
choice as t o what plans they w i l l p r a c t i c e i n . So we want t o 
prevent the d i s c r i m i n a t i o n t h a t i s now growing up against 
doctors, and permit them t o p r a c t i c e i n several d i f f e r e n t plans. 
We t h i n k t h a t i s important f o r doctors, c r i t i c a l f o r consumers. 

A f i f t h p r i n c i p l e i s q u a l i t y . I f were t o do a l l t h a t we 
t h i n k should be done and i t d i d not preserve and enhance q u a l i t y , 
we would not have made a step forward. We bel i e v e q u a l i t y w i l l 
be enhanced through b e t t e r o r g a n i z a t i o n and b e t t e r u t i l i z a t i o n of 
the money t h a t we are c u r r e n t l y spending. We have evidence of 
the f a c t t h a t more e f f i c i e n t d e l i v e r y of h e a l t h care does not 
decrease q u a l i t y , i n f a c t , there i s o f t e n no d i f f e r e n c e and maybe 
even some argument t h a t you have b e t t e r q u a l i t y because you are 
serving more people e f f i c i e n t l y . Let me give you an example, the 
s t a t e of Pennsylvania f o r a number of years, has done an 
e x c e l l e n t s e rvice t o i t s c i t i z e n s and also t o the e n t i r e country 
by c o l l e c t i n g i n f o r m a t i o n about how much c e r t a i n procedures cost 
i n d i f f e r e n t h o s p i t a l s throughout the s t a t e . I f you take one 
p a r t i c u l a r procedure t h a t i s commonly performed, the coronary 
bypass operation. That operation can be performed i n a 
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Pennsylvania h o s p i t a l f o r $21,000 or f o r $84,000 or f o r a l o t of 
d i f f e r e n t costs between 21 and 84. Based on the q u a l i t y a n a l y s i s 
of p a t i e n t outcomes there i s no d i f f e r e n c e . Some of the people 
t h a t looked a t the Pennsylvania data would argue t h a t i f there i s 
a d i f f e r e n c e , i t ' s an advantage f o r the $21,000, not the $84,000. 
There i s no d i f f e r e n c e i n q u a l i t y between those operations. And 
t h a t i s h o l d i n g constant f o r the l e v e l of sickness, the age of 
the p a t i e n t , so we're not comparing apples and oranges, we're 
comparing apples and apples. I f there i s t h a t k i n d of 
discrepancy, which indeed there i s , a l l over the s t a t e s , not j u s t 
Pennsylvania, we b e l i e v e there's a tremendous o p p o r t u n i t y f o r 
enhancing q u a l i t y as we work w i t h and educate consumers and 
physicians about appropriate medical care, the choices t h a t they 
w i l l make, and more e f f i c i e n t , q u a l i t y - d r i v e n ways f o r achieving 
those outcomes. We enhance q u a l i t y through t h i s proposal, we 
c o l l e c t i n f o r m a t i o n about the d e l i v e r y of h e a l t h care t h a t has 
never been made p u b l i c t o people before and we w i l l ask h e a l t h 
plans t o p u b l i s h r e p o r t cards so t h a t you as a consumer can 
determine based on c r i t e r i a t h a t are important, which h e a l t h plan 
you might choose. 

The f i n a l p r i n c i p l e i s r e s p o n s i b i l i t y . This e n t i r e system 
needs more r e s p o n s i b i l i t y . And when I say system I mean everyone 
i n i t and a l l of us who e i t h e r use i t or are p o t e n t i a l users of 
i t . There are people, as we a l l know, who have never paid a 
penny f o r t h e i r own h e a l t h care and r e a l l y don't ever want t o pay 
a penny f o r t h e i r own h e a l t h care. There are people who are 
t o t a l l y w i t h o u t h e a l t h care and who when they f i n a l l y do o b t a i n 
some k i n d of treatment, do i t at the l a s t p ossible moment a t the 
most expensive cost, which then the r e s t of us pay f o r — through 
e i t h e r the p u b l i c or p r i v a t e insurance system. There are many 
instances i n which physicians and providers make decisions which 
have nothing t o do w i t h being responsible, but everything t o do 
w i t h the reimbursement stream t h a t i s pushing them t o make a 
d e c i s i o n . We have people making decisions because of the 
malpractice problems t h a t aren't responsible physicians, but are 
being d r i v e n t o do so because of t h e i r fear of l i t i g a t i o n . I f 
you go through t h i s system, you can see p o i n t a f t e r p o i n t a t 
every l e v e l of i t , people making decisions t h a t they w i l l t e l l 
you are not the responsible decisions, but which they f e e l 
compelled t o make. We must r e q u i r e r e s p o n s i b i l i t y f o r everybody. 
We have a number of features i n our proposal t h a t we t h i n k 
enhance r e s p o n s i b i l i t y . We t h i n k p r o v i d i n g preventive h e a l t h 
care enhances r e s p o n s i b i l i t y . We t h i n k f i n a n c i n g the system by 
j o i n t employer-employee c o n t r i b u t i o n s , b u i l d i n g on our e x i s t i n g 
system enhances r e s p o n s i b i l i t y . We believe changing the 
reimbursement systems, the malpractice system w i l l enhance 
r e s p o n s i b i l i t y . We believe changing the a n t i t r u s t laws, some of 
which we announced a week ago w i l l enhance r e s p o n s i b i l i t y because 
h o s p i t a l s w i l l , w i t h out fear of being sued be able t o come 
together t o agree t o buy one cat-scan instead of i r r e s p o n s i b l y as 
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they t e l l us going out each buying t h e i r own cat-scan because 
they are a f r a i d t o t a l k together because of the a n t i - t r u s t laws. 
On many, many f r o n t s we can enhance r e s p o n s i b i l i t y . 

But l e t me j u s t t a l k s p e c i f i c a l l y about the one t h a t I know 
many of you have asked about and t h a t i s the employer-employee 
shared c o n t r i b u t i o n . When you look at a l l of the systems t h a t 
are a v a i l a b l e i n the world and the systems t h a t are a v a i l a b l e i n 
our country i n places l i k e Rochester, New York or Rochester, 
Minnesota or the s t a t e of Hawaii or what i s happening i n 
Washington and C a l i f o r n i a and F l o r i d a and places l i k e t h a t . 

There are r e a l l y i n general, only three ways t o finance 
u n i v e r s a l coverage. A f t e r you s t r i p i t a l l away we're going t o 
get everybody i n the system, and everybody being responsible. 
There are only three ways of doing i t . There i s a s i n g l e payer 
approach which I know i s supported v i g o r o u s l y by many i n t h i s 
chamber. I t i s a sure f i r e way of g e t t i n g everybody covered 
because, we s u b s t i t u t e , under the s i n g l e payer approach the 
e n t i r e p r i v a t e sector investment f o r tax money t h a t w i l l fund the 
he a l t h care system. And the s i n g l e payer proposals, p a r t i c u l a r l y 
the most c u r r e n t v e r s i o n would do j u s t t h a t . I t would r a i s e 
about 500 b i l l i o n d o l l a r s , (through taxing) and t o t a l l y e l i m i n a t e 
the costs t o any employer or employee whether i t s insurance 
premiums, out-of-pocket, whatever. That i s one way of f i n a n c i n g 
h e a l t h care. 

Another approach, which i s embodied i n both the Senate 
Republican and the House Republican approach i s t o put the 
r e s p o n s i b i l i t y on the i n d i v i d u a l . E i t h e r through some k i n d of 
IRA or Medi-save or through an i n d i v i d u a l mandate, which i s the 
core f i n a n c i n g p r i n c i p l e i n the Senate Republican's approach. 
S i m i l a r , as you might guess t o what the s t a t e s have t r i e d t o do 
w i t h auto insurance. Everybody has t o have h e a l t h insurance — 
everybody has t o get i n t o the marketplace. We applaud the idea 
of i n d i v i d u a l r e s p o n s i b i l i t y t h a t u n d e r l i e s both of those 
approaches. We do have and w i l l continue t o discuss w i t h our 
colleagues on the Republican s t a f f side and w i t h the members, how 
we would a c t u a l l y make those approaches work toward achieving 
u n i v e r s a l coverage. 

We have some questions about whether or not t h a t would work, 
whether or not an IRA would r e a l l y help produce the k i n d of 
preventive h e a l t h care t h a t we t h i n k would save money or 
encourage people t o hold back from care so t h a t they could pocket 
the remainder. We have some issues about how we would a c t u a l l y 
subsidize the m i l l i o n s of people t h a t would be needing a subsidy 
under an i n d i v i d u a l mandate approach, how we would keep t r a c k of 
them, whether you would have t o use the IRS or some other 
bureaucracy t o p o i n t them out t o make sure t h a t they (give) or 
don't go over t h e i r voucher l e v e l and there are a l o t of t e c h n i c a l 
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issues t h a t we w i l l have t o work through and analyze together. 

For a l o t of reasons, we believe t h a t b u i l d i n g on the 
e x i s t i n g employer-employee system t h a t most people who are 
insured are f a m i l i a r w i t h does the l e a s t t o change the e x i s t i n g 
h e a l t h care system. As one of our goals, we want t o make the new 
system as f a m i l i a r t o Americans as the o l d system. I n employer-
employee systems, you would s t i l l get your h e a l t h care coverage 
from the work place. But instead of the employer making the 
choice, you would make the choice as t o what plans you signed up 
f o r . I n the employer-employee, you would not have t o worry 
about any employer e i t h e r pushing wages down so t h a t the 
i n d i v i d u a l was e l i g i b l e f o r a subsidy which would r e l i e v e the 
employer of t h a t r e s p o n s i b i l i t y . Or even f o r employers beginning 
t o back o f f on t h e i r insurance c o n t r i b u t i o n s because now the 
government would pi c k up i n d i v i d u a l s . I n the employer-employer 
approach, we have t r i e d very hard t o be open and s e n s i t i v e t o the 
l e g i t i m a t e concerns of business - both b i g business, small 
business, everything i n between, which i s why we have constructed 
a system t h a t would l i m i t the amount of money any business - b i g 
or small — has t o c o n t r i b u t e and p a r t i c u l a r l y give a s i g n i f i c a n t 
discount t o small businesses w i t h low wage employees under the 
size of f i f t y . 

The k i n d of subsidy t h a t we're t a l k i n g about would enable 
the vast m a j o r i t y of small businesses t h a t c u r r e n t l y insure t o 
save money. We have t o , when we t h i n k about the small business 
community, make a d i s t i n c t i o n between those small businesses who 
are c u r r e n t l y s t r u g g l i n g i n the marketplace t o insure against 
great odds and those small businesses who have not insured, 
e i t h e r because they d i d not t h i n k they could a f f o r d i n the 
c u r r e n t market or they don't want t o . For those business t h a t do 
insure, the vast m a j o r i t y w i l l be r e c e i v i n g b e n e f i t s a t an 
a f f o r d a b l e r a t e t h a t w i l l be no more than they pay now, i n most 
instances less. 

For small business t h a t do not now insure, we have a 
p r i n c i p l e response, as w e l l as a p r a c t i c a l one. Given our 
c u r r e n t h e a l t h care system, you can walk down any main s t r e e t i n 
any town t h a t you represent. And you can p o i n t t o a drycleaner 
t h a t insures and you can p o i n t t o a car wash t h a t doesn't. You 
can p o i n t t o a r e t a i l e r t h a t does a l i t t l e b i t , but not a l o t . 
You can go down, as we have l i t e r a l l y done, t a l k i n g t o i n d i v i d u a l 
small business looking at t h e i r books, hel p i n g them c a l c u l a t e 
t h e i r costs. The problem i s t h a t when the employee a t the car 
wash who has no insurance gets s i c k , the ambulance comes and 
picks them up, takes them t o the h o s p i t a l , t r e a t s them — we 
don't t u r n people away i n t h i s country, they get there 
e v e n t u a l l y . And then the costs t o the neighbor i n the 
drycleaning s t o r e go up. Because t h a t ' s how we pay f o r 
uncompensated care f o r the working uninsured. 
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For large businesses, and many of you w i l l have a mixture of 
large and small l i k e Representative Michel does i n h i s d i s t r i c t , 
f o r l a r g e businesses, b i g businesses have subsidized small 
businesses f o r years w i t h h e a l t h insurance. They've done i t f o r 
years w i t h h e a l t h insurance. They've done i t i n several ways 
because they u s u a l l y have picked up the costs of the 
uncompensated care, but i n recent years they have done i t 
d i r e c t l y because they insure u s u a l l y the e n t i r e f a m i l y which 
r e l i e v e s the business where the spouse works from having t o make 
any c o n t r i b u t i o n whatsoever. There has been a hidden t a x on 
businesses w i l l i n g t o insure f o r a very long time. And t h a t 
hidden tax i s one t h i n g we want t o e l i m i n a t e . We want t o 
e l i m i n a t e f r e e r i d e r s , we want everybody t o be a p a r t of t h i s 
system, we are open t o ways of doing i t t o ( i n a u d i b l e ) , we 
abs o l u t e l y hold t o the absolute zero l e v e l the l e g i t i m a t e 
business concerns t h a t might r e s u l t i n some k i n d of loss t o them. 
We want t o be very open on t h a t , but we t h i n k b u i l d i n g on the 
e x i s t i n g system i s the f a i r e s t , most e f f i c i e n t , most f a m i l i a r way 
f o r i n d i v i d u a l s t o achieve u n i v e r s a l coverage and b e t t e r 
insurance than they can a f f o r d now. 

So those are the p r i n c i p l e s , and as I sa i d , we b e l i e v e f a i r 
f i n a n c i n g t h a t leads t o r e s p o n s i b i l i t y , we can work out d e t a i l s 
but i t has t o make sure we get t o u n i v e r s a l coverage and there 
has t o be these other p r i n c i p l e s f u l f i l l e d along the way. 
F i n a l l y , l e t me j u s t say t h a t the kind of issues t h a t you are 
b r i n g i n g t o us are e x a c t l y what we want t o hear. I have been up 
on the H i l l i n the l a s t week ever since the p o l i c y got out, and I 
wish we could take c r e d i t f o r the f a c t t h a t i t i s now b e t t e r read 
than i t ever would have been i f we had j u s t handed i t out. 
There's nothing l i k e p l a y i n g secret or prolonging you people t o 
read i t . I ' d l i k e t o say t h a t was our s t r a t e g y . But now t h a t 
we've been up here t a l k i n g t o both Republican and Democrats, the 
c o n s t r u c t i v e advice about how we a l l meet these p r i n c i p l e s has 
been very h e l p f u l and we have already made adjustments on the 
plan based on what you have t o l d us. And t h a t process, we intend 
t o continue. So w i t h t h a t Mr. Speaker and Mr. Leader, I ' d be 
happy t o answer questions t h a t any of the members may have. 

END 
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?^\ C V \ MA.WFACTURING HELPS .AMERICA GROW 

JERRY lASlNOWSKl 
Presidem 

October 21, 1993 

The President 
The White House 
Washington, DC 20510 

Dear Mr. President: 

I want to express my re g r e t s over the way the 
NAM handled our press comments on the Adm i n i s t r a t i o n ' s 
health care plan. Because the lead of the press 
release was negative, and our press o f f i c e mistakenly 
released my l e t t e r t o you, the st o r y turned out much 
more negative than was appropriate. 

As I have c o n s i s t e n t l y said to the press, your 
health care proposal has f a r more p o s i t i v e elements 
than problems, and i t i s the best health care package 
th a t has been proposed thus f a r . I w i l l put even 
more emphasis on those p o s i t i v e elements i n the days 
ahead, p a r t i c u l a r l y as you release your f i n a l plan 
next week. 

I personally am upset w i t h what has happened 
because I r a Magaziner has made such a sp e c i a l e f f o r t 
to acknowledge our c r i t i c i s m s . On a substantive 
l e v e l our dialogue could not have been more c o n s t r u c t i v e 
Moreover, I r a cautioned us about how we expressed 
our c r i t i c i s m s to the press, and we were the ones 
who i n a d v e r t e n t l y f a i l e d t o be more j u d i c i o u s i n 
our comments to the press. 

In sum, your White House s t a f f has been f u l l y 
responsive on the health care issue, and I r e g r e t 
NAM has not handled our press comments more 
a p p r o p r i a t e l y . 

Sincerely, 

NATIONAL ASSOCIATION OF MANUFACTURERS 
l,!:tl I'ennivlvania Avenue. NW, Suiie 1500 • Nunh Tower, Washington, DC 200(H-1703, (202) 63:-.ilO<) 
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President's Health-Care Planners 

Still Face Their Most Sensitive Decisions 
mlinucd J rom Pu>,'e Al 

.Already, though, it is clear that Mr. 
Clminn wil l propose one of the most 
far-reaching changes in American so­
cial policy in a half-century. The health 
care industry industry accounts for 
one-seventh of the nation's economy, 
and the Presidenl's proposal will touch 
the lives of vir tual ly all Americans 

"Reforming the health-care system 
will involve Government-led changes 
on a scale not attempted since Social 
Secunty," says Ira C. Magaziner, the 
manager of Hil lary Rodham Clinton's 
Task Force on National Health Care 
Reform. 

As numbingly complex as it is far-
reaching, the proposal is certain to 
become a focus of bider debate, and us 
prospects in Congress are unclear. 
Some liberals fear that the plan may 
Rive loo much power to large insurance 
companies, while some conservatives 
say i l wil l mean loo much government 
meddling with the freedom ot dociors 
and paiienis. Hospitals, doctors, insur­
ers, employers and consumers wil l all 
be profoundly affected and can be ex­
pected lo try to reshape the details or 
the basic approach. 

Even some of Mr. Clinton's allies say 
the initiative may be loo ambitious, too 
complex and too costly. 

But Administration officials insist 
lhal a comprehensive proposal, reorga­
nizing the entire health sysiem, is nec­
essary for bolh humanitarian and 
pragmatic reasons: lo aid the millions 
of people who have inadequate health 
insurance or none at all, and lo control 
costs lhat have soared to a level of 
nearly $1 M illion a year. H percent of 
Ihe national output last year. 

Basics Are Decided 

The President has decided on the 
basic strategy: "managed competi-
i ion" by networks of doctors, hospitals 
and insurance companies, operating 
wiihin the framework of a national 
budgei for all health-care spending, 
public and private. 

What that means is a transformation 
of American health care, offering the 
prospect of lower costs and more secu­
rity, in return for less choice by con­
sumers and dociors, most of whom 
may be forced to join prepaid plans like 
Ihe healih maintenance organizations 
lhal many people belong to now. 

A snag in the complex process devel­
oped over Ihe weekend when Mrs. Clin­
lon's father suffered a stroke. She 
scrapped her health-care-relaied meet­
ings loday, and the White House said 
she has nol decided when she wil l leave 
Li l l le Rock, Ark., where her father is 
hospitalized, and resume her schedule. 

What follows is a guide to issues in 
Ihe debate and options ihat are cur­
rently being considered. 

Clinton Health-Care Planners 
Are Facing Delicate Decisions 

/ . — 

f A By ROl 
.SlK'CIJllO I 

ROBERT PEAR 
I hr New York 1 imrs 

WASHINGION, March 22 — In a 
maralhon series of mceiinps over the 
weekend. Administralion officials 
siariod to whii i lc down the options and 
In drafi rccummendaiions for Presi­
dent Clinton s iimbitious plan to re-
invcnl Ihc American health-care 
sysiem. 

The President and his health team 
already know iheir general approach 
10 curbing runaway medical costs and 
extending coverage lo all Americans; 
a vasi change in ihe way medical care 
is organized and delivered. Most people 
and dociors would join groups like 
health maintenance organizations, ac­
cepting l imiis on Iheir choices in return 
for lower costs. 

aui in Ihe six weeks remaining in the 
Presidenl's i imeiable, as the planners 
refine details and begin lo confront 
fiscal leali iy, Adminislral ion officials 
face some painful choices. 

Ideas and Hazards 

Thev have said they wanl nol only lo 
nuaraniec coverage for more lhan . i ^ 
million people who arc now uninsured, 
bul also to include cosily items like 
long-term care, prescription drugs and 
mental health care among the basic 
benefits guaranteed to all Americans. 

The Health Agenda 
6 Weeks and Counting 
A sLilus Tfptirl. 
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Bill Ihe polilically hazardous pros-
peci of additional taxes, on lop of those 
already proposed in ihe President's 
economic package, may force the Ad­
minislralion to scale back ils desires, 
and in coming weeks the health lask 
force and Mr Clinlon may have lo drop 
some cherished goals. 

From public sialemenls by officials, 
iniervicws wiih members of the Presi­
dent's healih leam and intemal docu­
ments, 11 IS possible 10 outline many of 
Ihe main choices ihat must stil l be 
made by May 1, when Mr. Clinton has 
said hc wil l send his proposal lo Con­
gress. 

Such a siaius report discloses that 
many of Ihe most polilically sensitive 
decisions remain lo be made, including 
what new requirements lo impose on 
small busines.ses. whether to levy new 
taxes on employee health benefits and 
whai kinds of cosi controls lo install. 

Cnniinued on Page A20. Column 1 
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The Strategy 

Health Coverage 
For Everyone 

Some critics of Mr. Clinton's man­
aged competition approach argue that 
a sysiem like Canada's, in which the 
Government pays for most health care 
wuh lax money, would be simpler and 
more fair. Bul thai sysiem would col­
lide wilh strong anti-governmenl senti­
ment in Amencan politics, while the 
managed competition approach com­
bines free-market forces with Federal 
regulation. 

The Clinlon plan would guarantee 
coverage for all by requiring employ­
ers to provide a package of basic bene­
fits to Iheir workers, with the Govern­
ment paying for the unemployed. The 

plan would seek to hold down costs by 
creaiing a more competitive market. 

At Ihe heart of the plan would be 
large purchasing groups, representing 
ai leasi a million people in a state or a 
geographic area. These, and ihe big 
private employers, would shop around 
for high-quality health care at a low 
price. The purchasing groups would acl 
as bargaining agents for their mem­
bers, which would include small em­
ployers and individuals, negotiating 
prices wilh networks of doctors, hospi­
tals and insurance companies. Most 
networks would operaie like health 
maintenance organizations, offering a 
wide range of services in re tum for 
fixed monthly payments. 

Currently, 40 million Amencans are 
in healih maintenance organizations. 
Under Mr. Clinlon's proposal, many 
more Americans would be pushed into 
such prepaid group plans, one of the 
most disputed aspects of the approach. 

Health economists say H.M.O.'s offer 
the best means of standardizing the 
quality of care and curbing costs. They 
note lhat while patients might lose 
some accustomed freedoms, they could 
gain peace of mind because the Gov­
ernment would guarantee comprehen­
sive coverage ai predictable prices, 
even if workers changed jobs or devel­
oped serious illness. 

Consumers could buy exlra coverage 

wilh their own money And they would 
have a wider selection of physicians as 
more dociors joined ihe local network. 

Bul many people are apt to resist a 
change in the family docior, and some 
experts fear lhal competition over 
price among health groups could lead 
to dangerous scrimping on care. 

The Employer's Role 

The Burden 
Is on Business 

By requiring emplnvcrs lo provide 
insurance for workers and their de­
pendents. Mr. Clintons plan would 
have business, nol Government, pay 
mosi of Ihe bill for covering those who 
are now uninsured Roughly 85 percent 
of Ihc uninsured live in families headed 
by workers. 

Now White House officials are trying 
10 decide how lo define "employer " 
and "employee. " The question is im­
portanl because more and more work­
ers hold pari-t ime jobs, and many 
small busines.ses say ihey cannot af­
ford 10 pay for health benefits. Mr. 
Clinton's plan is certain to generate 
hosli l i ly from some small businesses 
or those lhat pay low wages Should an 
emplover have lo buy health insurance 
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liir în ornpldvcc who works 17 hours a 
week -' Or T) hours'^ Or for nn employee 
f;ii"ninL' ihc niiiiiinum wage? 

}ViM k papers from ihc lask force say, 
"Em|)lo\-crs will be required to make 

ai loasi a partial payment for tho cost 
of each worker's health insurance," 

The employer's share ranges from 
50 pcrccni to 80 percent under the 
vaninis opiions. If the emplover's con-
iiibuiions were limited in this way, 
ihcrc would be a strong incentive to 
choose Iho cheapest plan. Neither em­
ployers nor employees would have the 
option 01 choosing to remain ouiside 
the svsicm. 

The Basic Benef i ts 

Health Insurance 
Becomes a Right 

Under the plan being considered, all 
Amencans would have a legally en­
forceable right 10 a standard package 
of bcnefiis. The package will probably 
be modeled after thai now required of 
H M.O.'s. i l will cover medically neces­
sary doctors' services and hospiial 
care. It will emphasize basic and pre­
ventive care, including prenatal care, 
immunizations, mammograms and 
roiilinc check-ups. 

Congress could prescribe the bene­
fits in great detail, or it could leave 
ihose decisions to a national health 
board Anv forum for discussion of the 
standard package will be a cockpit for 
fierce lobbying, as doctors, dentists, 
podiatrists, equipment suppliers and 
others, plus consumer groups, seek 
coverage of particular services and 
new lechnology. 

If a naiional board tries to cut costs 
by eliminating coverage of treatments 
deemed ineffective or too cosily, con­
sumers and patients are sure to com­
plain that the Government is depriving 
of necessary care. 

Adminislralion officials say they 
also want to cover prescription drugs, 
menial health care and long-term care. 
Despite strong political and medical 
reasons to include such items in the 
standard package, health-care experts 
say it IS difficult to calculate and con­
trol costs of Ihese services. 

The Language 
Of Health Care 
Employer mandate A 
requirement that employers 
provide or arrange health 
insurance coverage for 
employees. Typically, such 
proposals require coverage of 
workers' families, too. 

Fee for service An 
arrangement under which 
doctors or other health care 
providers are paid separately 
for each service they perform. 
Some economists say this 
method of payment may give 
doctors an incentive to provide 
more services than needed. 

Global budget A limit on all 
health care spending. The limit 
could be enforced through 
regulation of doctors' fees and 
hospital charges. But such 
price controls are not always 
included in the idea of a global 
budget. 

Health Insurance purchasbig 
cooperathre (HIPC, 
pronounced HIP-ick). An entity 
that buys insurance coverage 
and medical care for a large 
number of people, including 
employees of small 
businesses. 

Haalth maintenance 
organlzatioo (H.M.O.). A 
prepaid group health plan, 
which provides a range of 
services in retum for fixed 
monthly premiums. 

WJ 
Managed care A method of 
delivering, supervising and 
coordinating health care, often 
through H.M.O.'s and other 
networks of doctors and 
hospitals. The purpose is to 
eliminate inappropriate 
services, control costs and 
assure access to effective 
treatments. 

Managed competition A health 
policy that combines free-
market forces with Govemment 
regulation. Large groups of 
consumers and businesses 
buy health care from organized 
networks of doctors and 
hospitals, which are supposed 
to compete by offering low 
prices and high quality. 
President Clinton has 
embraced this idea. 

Medcald Program that 
provides health care for low-
income people, including 
children and pregnant women, 
as well as some elderiy 
residents of nursing homes. It 
is financed jointly by the 
Federal Govemment and the 
states. 

Medkwe Federal healtfi 
insurance program for the 
elderiy and ttie disabled. 
Eligibility is not based on a 
person's income. 

Tax cap A limit on Federal tax 
breaks for health Insurance, 
that could apply to employers 
or employees or both. 

The Financing 

Delicate Debate 
On More Taxes 

Adminisiration officials estimate 
that it will cost the Government any­
where from $30 billion to $90 billion a 
year to guarantee health care for all 
Americans. Businesses wil l cover most 
of the uninsured, but new taxes are 
inevitable because the savings in na­
tional health spending under the plan 
will come slowly and will be spread 
ihroughoul society 

Mr Clinlon has said hc favors higher 
laxcs on cigurcites as a source of reve­
nue. The Federal lax is now 24 cents a. 
package. The Administration is consid-i 
cring proposing an increase to $1 or $2' 
a package. 

The Government collected $5 billion 
in tobacco taxes lasi year. A $2 ciga­
rette lax might produce as much as $20 
billion a year. But it would also proba­
bly reduce smoking, and Federal offi­
cials are trying to refine their revenue 
estimates to take account of that. 

Currently, businesses can take a tax 
deduction for the full amount they paj 
for employee healih plans. The Admin 
istration is considering a proposal u 
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limit such deductions to the value of the 
standard package of benefits, as of­
fered by the cheapest H.M.O. in a re­
gion. This would in theory lead compa­
nies to encourage their employees to 
join low-cost plans. 

Similarly, the Government could im­
pose a limit the health benefits that 
employees receive tax free, but for 
political reasons, the Administration is 
unlikely to propose what would be, in 
effect, a new tax on workers. 

While Congress clearly wants to act 
on health care, many lawmakers will 
be reluctant to approve tax increases 
this year beyond those in the Presi-
denTs economic plan 

The Cost Controls 

Complicated Search 
For Spending Limits 

To curb the soaring cost of health 
care immediately, if for no other rea­
son than to staunch the flow of tax 
money into Medicare and Medicaid, 
Mr. Clinton may ask Congress for the 
power to impose "interim cost con­
trols" on doctors, hospitals, drug com­
panies, clinical laboratories and suppli­
ers of medical equipment. 

Such a regulatory regime sounds 
simple, but would be difficult lo design 
and enforce because ihe health-care 
industry is infinitely complex and con­
tinually changing wiih the advent of 
new lechnology 

Work papers from the lask force 
show Mr. Clinion is considering several 
opiions: "'an absolute freeze" on prices 
charged by dociors, hospitals and other 
health-care providers; Federal limits 
on increases in private health insur­
ance premiums, or a Federal decree 
stipulating thai private insurers must 
use formulas for computing payments 
to doctors and hospitals similar to 
those established over the lasi decade 
for Medicare, the Federal insurance 
program for ihc elderly. 

By restricting increases In private 
health insurance premiums, the Gov­
ernmcnl would limit the revenues of 
healih insurance i (impanics, •.vhich 
would then have a strong new incentive 
10 limit paymcnis to dociors and hospi­
tals. Hcallh-cnro providers warn thai 

such limits may adversely affect the 
quality of care. 

Mr. Clinlon also wants lo impose an 
annual limit on all health spending, 
public und private. His advisers have 
nol decided how to compute or enforce 
such a limit, which involves formidable 
questions about the proper role of Gov­
ernmcnl in managing the economy. 

The Timetable 

Striving to Hasten 
A Tangled Process 

The Administration is determined to 
make a swift transition to the new 
heallh-care sysiem, if only to show 
some rcsulis before the 1996 elections. 
Work papers from the lask force say il 
will take at least 20 monihs for the new 
system to begin operaiion after a bill is 
signed into law. 

Under one opiion listed in ihe docu­
ments, the Federal Government would 
establish health insurance purchasing 
cooperatives in each siaie within six 
months or a year after Congress autho­
rized them. Anoiher option says lhal 
"stales shall designate" such purchas­
ing groups within six monihs or a year. 
The Adminislralion is considering var­
ious forms of "financial and lechnical 
assisiance" to encourage the rapid 
growth of consumer purchasing groups 
and networks of health-care providers 
like H.M.O.'s. 

Federal officials suggest lhat they 
have no desire to make immediate 
changes in Medicare, so elderly people 
can probably keep the doctors they use 
now. Bul officials are considering grad­
ual changes to make Medicare compat­
ible With the new program. For exam­
ple, the scope of Medicare benefits 
might be increased or decreased, and 
there would be new incentives for eld­
erly people 10 join H.M.O.'s. 

the Administralion is also consider­
ing big changes in Medicaid, the Gov­
ernment medical program for low-in-
cumc people, leading perhaps to Its 
climinaiion as a separate program. 
Medicaid recipienis would evenluallv 
he expected to get private insurance 
coverage through large purchasing 
groups, still paid by Federal and state 
governments. 
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DETERMINED TO BEAN 
CeNFfDENTOL MEMORANDUM ADMINISTRATIVE MARKING 

To: Mack McLarty 'N'TIALS: 2 J A ^ D A T E : i ^ 
Mark Gearan a o / / _ ^ ^ ; ? y - ^ 

Fr: Dwight 
Dt: April 2, 1993 
Re: Report from March 31 Political Meeting with Stan 

Stan presented summary fmdings from his initial research to the President on 
Tuesday. While you have already seen the numbers, I thought you might find it helpful to 
hear about the discussion. 

Initial Support 

Stan feels it is very likely that the plan—whatever it entails—will be met with an initial 
burst of support. Initial support will probably run 6-10 points higher than that for the 
economic plan, probably in the high 60s. Almost universally, people appreciate the fact that 
the President is trying: the President's "thermometer" score increases from the beginning of 
the survey to the end. 

People are very supportive of health care reform, but they are also very satisfied with 
their current health care situation. 75% are satisfied with their costs, and a greater inajority 
are satisfied with their doctor and their quality of care. However, people are worried about 
what might happen to them: they know someone or know of someone who has been denied 
insurance or who has been ruined by health care costs, and they are worried it is going to 
happen to them. 

In addition, support for health care reform is laced with extraordinary suspicion of 
government's ability to fix the crisis without creating a bigger problems. 

The combination of these two factors indicate that to win broad-based support for 
government-sponsored reform, it will be important to highlight how reform will effect them 
personally. As the President pointed out, he cannot ask people to think about how this will 
effect the country and not themselves; people want to know that this plan will do something 
to iTiake their lives more secure. 

It is also important to note that health care holds no where near the priority for people 
that the economic plan holds. 70% of the people Stan polled did not mention health care 
among their top two priorities. 

The plan is popular across different demographic groups of the population, with 
seniors being the only segment which is notably less enthusiastic about the plan. 



Message for Selling 

The two principle concerns which hit home with people are security [freedom from 
worry about not having health insurance] and spiralling health care costs. Stan recommends 
leading with the security issue for several reasons: 

o security is a more durable argument: people don't really believe we are 
going to control costs, so as you cast doubts on the cost argument, support 
erodes; and 

o the people to whom the cost argument is most appealing are ultimately not 
very strong supporters of the overall plan. 

As highlighted above, the plan's ability to enhance security must be brought home to 
people as effecting their lives directly. This cannot be a system change for poor people, 
iniddle class people want to know that this plan means they will never again have to worry 
about whether or not a family member will be care for when sick—without bankrupting the 
family. 

Bringing the security issue home to people will be complicated by the fact that people 
have only occasional contact with the health care system. It's when a family member is sick 
that this issue hits home the hardest. 

Plan Components 

The public attitude about the benefits package is crystal clear: the package must 
include a comprehensive array of health services. The notion that the plan will result in a 
"leveling down" of middle class insurance packages is a serious danger. Any indication that 
the package does not include commonly covered services, and support for the plan fizzles. 
"If you give on the comprehensiveness of the plan," Stan said, "you undermine the entire 
structure of support for the plan." 

This issue goes both to costs and phase-in of the plan. The more comprehensive the 
plan, the more costly. And the emphasis on comprehensiveness indicates that it would be a 
mistake to phase-in the plan according to level of services included in the package: you must 
begin with the full set up front. It is not clear that this means aH services being considered 
by the plan, including those not currently covered by insurance like long term care, or just 
medical and health services commonly covered by health insurance today. 



Costs and Financing 

People expect to have to pay for health care reform. Support for the plan does not 
erode after informing people that tax increases will be necessary to pay for it. The only 
specific revenue source discussed in depth was the VAT. Stan tested support of a substantial 
VAT—12%. Even in the context of eliminating all other payments for health care, support 
for the plan dropped dramatically to 50%. 

Other Issues 

Reproductive rights will be a predictably divisive issue. There is no medical reason 
for omitting a specific medical procedure or drug therapy such as abortion and contraception. 
However, the issue will be difficult to navigate with the public and with congress. 

Health care for "foreigners" is among the most common and visceral concern people 
expressed about the plan: people don't want "foreigners"—illegal aliens, resident aliens, 
foreign-born Americans, etc.—getting free health care with U.S. tax money. 



To: MDG 
Fr: Dwight 
Dt: April 1, 1993 
Re: Paster List 

Issues for Howard Paster: 

* Need for full-time attention now: Richetti full-time? 
* Meeting with House chairs? 
* Meeting with Senate health care-types? 
* Who should testify? 

Ay'-



MEMORANDUM 

To: MDG 
From: Dwight 
Date: March 31, 1993 
Subject: HC Headlines 

Things which need to happen today: 

1) NEC; The NFC needs to begin working toward May 3 completion date, with passage 
this year as the goal. Alternatively, the President will have to back away from strong public 
commitment to health care this year. 

A Mack-MDG-Rubin conversation will go a long way to clearing this up. 

2) Decision Process You need to become absolutely comfortable with the Task Force 
decision process. This is Ira's end of the deal. If the NEC (and others, including legislative 
and Stan et al) are to be able to do their job right, the decision process will have to involve 
them on the front end. 

I am concerned that Ira's current plan is to present options to the President, then once 
the decisions are made, present them to OMB, Treasury, etc. for review. His assumption is 
that the staff level contribution from other government agencies represents full agency 
review. This will undercut the NEC dramatically and make changes in the decisions 
exceedingly difficult-there simply won't be time to make serious changes. The new health 
care system—which will effect literally 240 million Americans-is too important to be 
subjected to anything but the most thorough in-house review process. This is both a 
substantive and a political reality. 

Tliis will be a touchy issue. Ira has worked out a process with Mrs. Clinlon. The 
process, as agreed to, does not involve decision memos-so Podesta's operation is out of it. 
Carol apparently talked to the President and Mrs. Clinton yesterday about the process, so this 
is being discussed at the highest levels. However, I cannot overemphasize how important it 
is for you to get into this to make sure it works for everybody involved. 

The key players who will have to live with the decisions and make them work are: 
o NEC 
o Paster/Richetti 
o Communications/political 

If these people are not included in a meaningful way on the front end, they will not 
be able to provide the important input they can offer which will a) improve the plan and b) 
make the task of selling the plan achievable. 

3) To Do List: We need to get moving on the action list which came out of our 
meeting with Boorstin last week. 



MEMORANDUM 

To: 
From: 
Date: 
Subject: 

MDG 
DCH 
March 27, 1993 
Follow up work from Saturday meeting 

HHS: 

Legislative: 

WH: 

Q-45-44oftday-hear4f 
o Relationship issue [Mack] 
o Contrarians meeting 

MDG to discuss with Mack, who can feel out with HRC, others 
o Who will/can testify on the bill issue 

MDG to speak with Bernie [no paper] 

MDG conversation with Howard: 
o Need for full-time attention, now: 
o Meeting with House chairs? 
o Meeting with Senate? 

Richetti? Other heavy hitter? 

o MDG/DCH meeting with Mack to discuss upcoming needs 
o Ira/Bob briefing for Mack 

—what general framework is emerging? what key decisons 
remain? 
-communications strategy to date 
-dch to prepare memo first? also: pre-brief? 
-John, Ricki would like to attend 

o NEC briefing with Mack? 
o Loop with FL's office re: beginning White House involvement 

-msg: we're going to start bringing the crowd up to speed in 
order to have them ready to take this up when the time comes 

o MDG briefing wilh Celia/Bob [DCH to .set up] re: campaign 
-Rahm 

o Ira to begin attending AP's meeting [after Monday] 
o Ira to give brief update to APs [late next week or early the following] 
o Initial briefing for WH make-it-happen team: week of April 5 



Highlights for Mack: 

Background 

* beginning t o assemble WH team 

* w i l l plug i n w i t h Celia/Bob/Rahm about campaign 

* w i l l t a l k t o Howard about p r i o r i t i z i n g 
[ a l t e r n a t i v e : Mack t o hold high l e v e l come t o Jesus 
meeting f o r a l l senior s t a f f who w i l l be involved, 
o u t l i n i n g plan f o r you and he t o manage the process. 
I n t h i s case, your conversation w i t h HP should f o l l o w 
t h i s meeting] 

* I r a to s t a r t attending APs meeting 

Hot Issues 

* NEC-HCTF t r a i n wreck 
—NEC needs deci s i o n t h a t we are moving t h i s year 
— c o m f o r t l e v e l w i t h I r a ' s d e c i s i o n process, w i t h 
respect t o : 

-NEC 
-communications/political 
-congressional 

* Shalala issue 
— c o n t r a r i a n s 
--personal 

Looking Forward 

* What b r i e f i n g do you want? 
— I r a and Bob B.? 
—Bob Rubin/NEC? 

* Reports from meetings by DCH? 



HEALTH CARE 

Meetings 

A p r i l 1 4-6 p.m, 
A p r i l 2 4-6 p.m. 
A p r i l 3 Group decision 
A p r i l 5 3 p.m. 

S t a r t i n g w i t h President and F i r s t Lady 
A p r i l 6 5-7 p.m. 
A p r i l 7 4-6 p.m. 
A p r i l 8 4-6 p.m. 
A p r i l 14 4-6 p.m 
A p r i l 15 4-6 p.m. 
A p r i l 16 4-6 p.m. 

Purpose of A p r i l 1-5: Prepare a document f o r d e l i v e r y t o the 
Clint o n s the evening of A p r i l 5 which o u t l i n e s t o the extent 
pos s i b l e : 

a. p o i n t s of consensus t h i s group can reach on s p e c i f i c 
components of the h e a l t h care reform plan 

b. MOST IMPORTANT: a plan f o r the next two weeks t h a t o u t l i n e s 
decisions t o be made, m a t e r i a l ( s ) needed f o r background, 
format of the meetings as t o presenters, agenda, e t c . w i t h 
assignments 

The decisions r e f e r r e d t o include: the a c t u a l content of the 
plan, the t i m e l i n e f o r presentation 

A p r i l 1: everything out on the t a b l e 
Saturday meeting time 
o u t l i n e of agenda f o r Friday, Saturday, Monday meetings 
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TO: President C l i n t o n 

FROM: Carol H. Rasco 

SUBJ: Health Care Process 

DATE: March 31, 1993 

Last evening I had a long t ^ l k w i t h H i l l a r y about the process f o r 
developing the h e a l t h care reform plan from t h i s p o i n t forward 
since we have now almost f i n i s h e d the t o p i c b r i e f i n g s w i t h you. 

The plan we have agreed upon i s t h a t i n a conversation I had w i t h 
YOU and w i t h H i l l a r y , YOU have asked me t o p u l l together a senior 
group over the coming days i n the absence of the two of you t o 
put together a consensus document t h a t does two things t o the 
extent p o s s i b l e : 

a. o u t l i n e s those areas/topics where the group can recommend t o 
you and H i l l a r y consensus on narrowed options or a s i n g l e 
recommendation 

b. an o u t l i n e of the decisions t o be reached w i t h dates f o r 
consensus meetings/decisions and what i s needed 
i n order t o hold those meetings, make the decisions. 

The group t o be working on t h i s i s t o include: I r a , Judy Feder, 
Sara Rosenbaum, Donna Shalala w i t h one other from HHS, Bob Ruben 
(or Bo C u t l e r as Bob w i l l be out of town f o r the next few days), 
Leon, Laura Tyson, Bentsen ( r e a l i z e he w i l l be gone w i t h you), 
Gores, Melanne, Maggie and me. The group w i l l be kept t o t h i s 
s i z e , no f u r t h e r s t a f f , e t c . H i l l a r y has asked me t o preside. 

FURTHER: 

H i l l a r y f e e l s s t r o n g l y t h a t you and I need t o have a discussion 
which I w i l l plan t o do a t my 4 p.m. b r i e f i n g t h i s afternoon on 
what you mean by the deadline of May 3 f o r a p r e s e n t a t i o n of the 
h e a l t h plan, what p l a u s i b l e r a t i o n a l e do we come up w i t h t o delay 
the f i n a l p r e s e n t a t i o n of the plan/ b i l l . She volunteered t h a t 
the best t h i n g t o do i s t o perhaps use her time i n Ark. as a 
r a t i o n a l e . I have spoken b r i e f l y t o George and Paster; George 
and DeeDee w i l l immediately begin t o soften the h a r d l i n e on May 3 
w i t h nothing more d e f i n i t i v e , you and I w i l l t a l k a t 4 p.m. 
today. 



MEMORANDUM T H E W H I T E H O U S E 

W A S H I N G T O N 

To: Mack McLarty 
Mark Gearan 

From: Dwight 
Date: March 25, 1993 
Subject: Report on NEC Meeting with Health Care Task Force 

Background 

The NEC held an initial meeting with Ira and several representatives of the Task 
Force this morning. The meeting was generally a very positive beginning, I think. The 
NEC people are clearly very focused on the overwhelming impact the plan will have on their 
work. Ira and his people are for their part very receptive to input from the NEC. My 
impression is that no one on the NEC has formed any pre-conceptions about the plan as yet. 

Issues 

The key issues which emerged from the meeting include: 

Quantifying savings: Laura and Leon pressed on the need to determine cost savings. 
Unlike the budget process, however, there is no precedent for re-making the health 
care system. Managed competition does not currently exist anywhere—so there is no 
empirical evidence on which to base projections. Projected savings will be based on 
qualitative speculation about how consumers will behave with greater purchasing 
power in a system with incentives towards cheaper care-A nice theoretical answer, 
but how does Leon put it in the FY 95 budget? And how do we convince people the 
savings are real? Ira expects to have a first cut of numbers by next week. 

Savings to the federal government: Ira noted that basic decisions about whether or 
not Medicare and Medicaid are included in the plan have not been made. The NEC 
members pointed out that if these budget busters are not brought under control, either 
within or without the plan, the budget will not work. 

Benefits package: The services included in the benefits package play a pivotal 
economic role: each additional service has a first order multiplier effect on the cost 
of the plan. 

Phase-in: The NEC is focused on the phase-in as a way to maximize initial savings 
and limit initial outlays in order to help make the budget work. This must of course 
be balanced with the political need to make a dent in the crisis in the near term. 

Correctibility: Several members underscored the importance of building into the plan 
a way to correct key plan components if cost savings are not being achieved as 
projected. 



MEMORANDUM 

To: Mack McLarty, Mark Gearan 

From: Dwight C. Holton 

Date: March 24, 1993 

Subject: Health Care Task Force Update 

Looking Forward 

The work of the Task Force is moving forward at a frenetic pace. During the next 4-
5 weeks, the President will make decisions affecting the future of health care for every 
American. Each of these basic decisions carries with it substantial budgetary, political, and 
economic implications. 

Given the likely role you will play in managing the strategy for selling the plan, it is 
important to develop our own strategy for remaining current on decisions and other aspects 
of the process. lEarly, thorough involvement is critical to remain abreast of the changing 
elements of the plan itself, political and economic impacts of the plan, and the evolving 
strategy for winning approval in the public and on the Hill. Components to track include: 

Policy development: policy will take shape through Ira's meetings with the President 
over the next few weeks. Involvement in the process is important to have a thorough 
understanding of political, budgetary and economic impact of the plan. 

Economic impact: the NEC is beginning a thorough review of economic impacts of 
the plan's key components. The plan will effect $700 billion or more in domestic 
spending—small adjustments in the plan will have major economic impact. 

Coimiiunications strategy: In addition to daily Sam meetings. Bob Boorstin has 
convened a communications working group, including Ricki, David Dryer, Paul 
Begala, Mandy, Stan, Carter, myself, and others to begin plotting a communications 
strategy. The strategy will include scheduling, cabinet and surrogate training and 
scheduling, press briefs, etc. 

Public campaign: Celia Fisher is running the public campaign from the DNC. 

Hill strategy: Chris Jennings has been working with members throughout the process 
and is the principle person responsible for Hill strategy. 

Intergovernmental strategy: The Task Force working groups include a number of 
officials from state governments. John Hart is covering the Task Force for Regina's 
office. 



Update on Task Force Activities: 

Policy Process: The fourth Toll Gate meeting ran through most of last weekend. Ira 
and Judy have the working groups focused on narrowing their components of the plan to 2-3 
options for consideration by the President. Ira has already brought several of the key groups 
over for background briefings with the President. As the President mentioned yesterday in 
the press conference, he has completed about 12 hours of briefing and has 12-15 more to go 
before undertaking the bulk of the decisions. 

The Task Force will hold its first formal meeting next Monday, March 29. The 
agenda has not been finalized, but the meeting is expected to go all day. 

The "cluster leaders" discussed a list of top twenty "headaches" at their last meeting. 
Ira assembles this group 2-3 times a week to discuss cross-cutting issues-the meetings are 
very helpful. The top twenty headaches include both major, cornerstone issues which will 
require resolution from above-such as what to do about long term care-as well as nagging 
political issues, such as whether or not to include reproductive services in the benefits 
package. 

Communications: Stan et al have begun research in the form of polling and focus 
groups. Stan is preparing a memo for the President outlining the issues in detail, and the 
consultants hope to brief the President on Tuesday. The initial research indicates that there 
are both a lot of challenges and a lot of opportunities before us: 

° While people are very worried about the health care system, they are largely 
satisfied with their own care. Stan compared this to people's attitudes toward 
congress: they hate congress, but they love their congressman/woman. 

o People are split about 50/50 on which is the bigger danger: the health care crisis, 
or the result of government intervention to mend the crisis. 

o Security is what people are looking for in a new health care system: freedom from 
worries about losing family health insurance. Security outscores concerns about cost, 
although the two are clearly related. 

o The comprehensiveness of the benefits package is essential to winning support. If 
the package is seen as being less than comprehensive, then people will not trust the 
quality of the package and will not trust the plan. 

o People know a great deal about their health care plans and about the obstacles to 
full health care access. Most people are aware, for example, that insurance 
companies often use pre-existing condition clauses to deny insurance. 

o Rationing of medical services is not acceptable to a significant majority of people. 
Rationing services seems fundamentally un-American to people. 



o People understand cost shifting-they know that their medical bills are inflated to 
cover the cost of uninsured people. 

o People want to be able to choose their own doctor. 

Boorstin et al are working on a communications strategy which both inoculates against 
potential trouble spots and highlights attractive aspects of the plan. The strategy will include 
press strategy and scheduling for the four principals, cabinet secretaries, and other surrogates 
during the upcoming weeks. 

The consultants feel emphatically that the plan must include mimediate steps to 
alleviate the crisis as middle class people see it. Banning pre-existing clauses and improving 
the portability of insurance [ability to keep insurance as you move from one job to another] 
are visible, achievable possibilities. 





MEMORANDUM 

To: Mack, Mark 

From: Dwight 

Date: February 26, 1993 

Subject: Update on Health Care Task Force 

Beginning a t 7:30 am yesterday and ending around noon today 
[ w i t h an 8 hour sleep break!], the Health Care Task Force held 
i t s second of seven " T o l l Gate" meetings. The t o l l gates are 
used t o hear s t a t u s r e p o r t s from each of the 20+ c l u s t e r s working 
on various aspects of the plan t o make sure everyone i s working 
along the same l i n e s . 

While the process i s s t i l l m a s s i v e — I t h i n k more than 400 
people are i n v o l v e d — o p t i o n s f o r the c e n t r a l components of the 
plan are beginning t o c r y s t a l l i z e . The t o l l gate served t o b r i n g 
the key issues t o the foreground. Some of the u n d e r l y i n g 
questions include: 

—How a c t i v e a r o l e should the Federal government play i n 
ad m i n i s t e r i n g the program? This issues gets a t f e d - s t a t e -
l o c a l r e l a t i o n s h i p s , o v e r - r e g u l a t i o n vs. i n e f f e c t i v e n e s s , 
et c . 

—How do you balance s i m p l i c i t y and fairness? To achieve 
f a i r n e s s i n the very complicated h e a l t h care economy o f t e n 
r e q u i r e s a morass of complexity. On the other hand, what 
people want and need i s a simple system. How do you balance 
these two, or reach a c r e a t i v e approach which l e t s you have 
your cake and eat i t too. This issues also e f f e c t s almost 
a l l c l u s t e r groups. 

—Should the l e g i s l a t i o n be prescriptive or goal-based? 
There i s a c a r e f u l balance t o s t r i k e between s p e c i f i c i t y and 
l o c a l f l e x i b i l i t y which must be stru c k f o r e f f e c t i v e 
implementation—and p o l i t i c a l p a l a t a b i l i t y — o f the b i l l . 

—What are the economic impacts of d i f f e r e n t options? The 
d i f f e r e n t options being developed have economic impacts 
ranging from nominal t o wholesale economic planning. What 
in c e n t i v e s are you c r e a t i n g i n the economy? For example, i f 
you r e q u i r e coverage of f u l l - t i m e employees only, you 
i n a d v e r t e n t l y encourage businesses t o s h i f t t o p a r t - t i m e 
employment. 



—Who are the winners and losers f o r each option? This i s 
obviously very c l o s e l y r e l a t e d t o the need f o r research on 
economic impacts. Some of these questions s t a r t e d t o emerge 
during the t o l l gate yesterday. I don't know what the plans 
are f o r a f u l l economic and p o l i t i c a l " v e t " of the p r i n c i p l e 
components of the plan, but t h i s i s obviously c r i t i c a l t o 
shaping the options f o r the President a p p r o p r i a t e l y . 

Please l e t me know i f you'd l i k e more or i f you'd l i k e a 
s p e c i f i c area c l a r i f i e d . I am s t a y i n g away from the s t r a i g h t 
p o l i c y questions because they could f i l l pages, but I'm happy t o 
give you more of an idea of the models/options we seem headed f o r 
i f you'd l i k e . 
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MEMORANDUM 

FROM: Mike Dukakis 

RE: Health Care Reform 

The following are some thoughts and reflections on the subject of national 
health care reform which I hope can be helpful to both the Administration and the 
Congress. They represent the experience of many years of active involvement in 
the battle for universal health care; the lessons, both positive and negative, 
from having led the fight for the f i r s t state universal health insurance law in 
the nation; and deep involvement in the issue since leaving the governor's office 
in Massachusetts in 1990. In particular, they are based on extensive exposure 
to and research into the Hawaiian health care system while I was a visiting 
professor at the University of Hawaii School of Public Health in the spring of 
1991. 

A. Access 

One of the mysteries of the debate over national health care reform, at 
least until recently, has been the failure of policy makers to give the Hawaiian 
experience the attention i t deserves. We have been subjected to endless debate 
and analysis of the Canadian, German, British, Dutch, Australian and other 
national health care systems. More recently, we have been introduced to a new 
proposal--managed competition--which, while interesting, has never been tested 
in the crucible of real experience and the tough world of health care politics. 

Hawaii is, and remains, the one tested model of near universal health care 
in America. It is remarkably simple. It builds on the existing system. It has 
produced the best health outcomes in America. And health costs in Hawaii, where 
the cost of living is thirty to forty percent higher than i t is on the mainland, 
are about equal to Canada's. 

Why does Hawaii work? 

Not because Hawaii is "unique" or "different" or because everybody is out 
surfing at three in the afternoon. Hawaii has all the health problems we have 
on the mainland, including serious AIDS, drug and other substance abuse problems, 
and severe chronic health problems in the native Hawaiian and Pacific Island 
communi t i es. 

Hawaii works for three basic reasons. 

1. All employers, without exception, must insure their full-time 
employees with comprehensive, legislatively prescribed benefits. 

2. Although small business insurance reform is not legislatively 
mandated, there is a tradition in Hawaii that insurers will take all comers; 
offer coverage to all without regard to preexisting conditions; and charge a 
single community rate to all businesses with 100 or fewer employees and the self-
insured. Insurers know that i f they violate that tradition, the legislature 
would act in twenty-four hours to put those principles into law. 



3. Hawaii is tough on technology. It takes its DON law seriously. 
There are, for example, only five MRIs in the entire state--more than enough to 
serve the needs of a state with a population of over one million people. Compare 
this to Broward County, Florida, which has approximately the same number of 
people as Hawaii and where there are at least thirty-seven MRIs--more than in all 
of Canada. 

All of this has not prevented costs from rising in Hawaii, as they have 
everywhere. But virtually everybody in Hawaii has health insurance; all 
employers can "play" so that there is no need for an alternative public plan; and 
costs continue to be substantially below those on the mainland. Even the State 
Health Insurance Program, which covers the uninsured unemployed, is completely 
"privatized." While the state provides the funds out of general revenues, 
coverage for the uninsured unemployed is provided under contract to Blue Cross-
Blue Shield and Kaiser-Permanente, the two main insurers in Hawaii. 

There are no "public sponsors" in Hawaii; no HIPCs; no additional 
intermediaries between employers, employees and their insurers and providers. 
What makes the Hawaiian system work is an insurance market that protects small 
and medium-sized employers; guarantees coverage at community rates; and 
eliminates the kind of cherry-picking and experience-rating that is plaguing the 
system on the mainland. 

B. Cost Containment 

Hawaii does not have global budgeting, although Govern Waihee may soon ask 
for standby authority to set rates. And i t is anxious to enroll a l l , or most, 
of its Medicaid population in existing insurance or managed care plans as part 
of what the Governor has called "a seamless system of health care." 

My own view is that i t would be a mistake to delegate the job of setting 
global targets and implementing them to the states unless individual states 
specifically ask for the job and demonstrate the capacity to do i t . We had a 
disastrous expe)-ience with state implementation of Medicaid in the late 1960's; 
and I have grave doubts that the states have the ability or the desire to do the 
kind of job that would be required with a national health care budget. 

HCFA currently manages a fairly complicated system. Why not expand its 
responsibil ities--or the responsibilities of the proposed new national 
expenditures board--to include the implementation of national expenditure target, 
rate setting, and other aspects of a national health budget. Target levels might 
well be set in accordance with the National Leadership Coalition proposal, which 
is probably the best and the most carefully thought through we have. 

The new national board might well want to implement the national health 
care budget on a regional basis through regional office (not unlike the regional 
Federal Reserve banks) or some equivalent. And nine or ten "regional budgets" 
are a lot easier to manage than f i f t y state ones. 

There are obviously a host of other steps that could--and should--be taken 
to get costs down and provide the savings with which to pay for health insurance 
for the uninsured unemployed. 



1. Serious malpractice reform must be a part of any proposed plan, not 
only because doctors are practicing a lot of defensive medicine but because we 
cannot possibly expect our doctors and other health care providers to get serious 
about controlling costs while continuing to subject them to unlimited legal 
l i a b i l i t y . Both Massachusetts and California have done a pretty good job of 
reforming their malpractice laws. By capping pain and suffering at $500,000 
dollars, putting percentage limits on lawyers' fees, and eliminating the 
collateral source rule, Massachusetts was able to cut malpractice premiums by 
one-third, and today its doctors are paying substantially less for malpractice 
insurance than their colleagues in most other industrial states. 

2. The_UrLited States is the only advanced industrial nation in the world 
jJial_^oes_npj:_re(3uire its people to select a family practitioner who manages 
their care. There are millions of people in this country--including many elderly 
people on Medicare--that wander from doctor to doctor self-selecting thoir 
specialists and collecting different prescription drugs as they go along. This 
is not only costing the system billions. It is terrible health care. 

Wliether or not people choose to join a managed care plan, every American 
should be required to pick a general practitioner; and specialists should not be 
reimbursed at the specialist rate unless there is a documented referral from a 
general practioner. People should of course, have full freedom to pick the 
general practioner of their clioice, but the general practioner should once again 
become the gatekeeper for the nation's health care. 

3. Insurers should be required to create a single payment facility on 
a regional basis that would process all claims for payment from providers and 
eliminate the enormous collection costs that currently burden both doctors and 
hospitals. I have discussed this with representatives of some of the nation's 
largest insurers. They not only do not have a problem with i t . They are, on 
their own, experimenting with various forms of i t . What is needed, of course, 
is a legislative mandate that requires all insurers to participate in such a 
facility. 

4. Taxing benefits and capping tax deductions. 

In my view the Administration and the Congress should avoid these two 
proposals like the plague. The notion, for example, that there is something 
wrong about an employer and a union agreeing to a health care package that 
includes dental benefits, even i f they are not required under the proposed plan, 
is absurd. Dental benefits are hardly a luxury. To tax employees for them is 
not only unfair--it is very bad public policy. 

Furthermore, the idea that employers are lavishing health benefits on their 
employees because they can deduct them on their corporate tax return is equally 
absurd. If we are going to require employers to insure their employees, then we 
certainly ought to permit the full deduction of those benefits. And i f those 
benefits include supplemental coverage for, say, dental services or home health 
care, are we going to penalize the employer that has enough sense or compassion 
to provide them, even i f they are not required under the new plan? 



5. Medicaid benefits 

I have always had a difficult time trying to understand why Medicaid 
recipients should not be covered by comprehensive insurance or, better s t i l l , 
good managed care plans rather than 50 state-run plans of various quality. Not 
only would this relieve the states of the responsibility for micro-managing 
Medicaid benefits. I t would also mean that Medicaid recipients who find jobs 
could continue their existing health care arrangements in most cases. We began 
that process in Massachusetts before I left office; well over half our Medicaid 
recipients are now enrolled in managed care plans; and by all accounts i t is 
working well. Bruce Bullen managed our Medicaid program for me. He has 
continued to do that for Governor Weld, and he would be an invaluable source of 
information on how i t is working. 

6. EmpJijyLee_xQ.ntj:jjiiitj^^ 

Most people agree that employees should contribute something to the cost 
of their insurance. Hawaii handles this problem in a very sensible and equitable 
way. Employees can be required to contribute up to f i f t y percent of the premium, 
or 1.5% of gross wages, whichever is lower. This does not, of course, preclude 
an employer from voluntarily covering all or a substantially greater portion of 
the premium than is required by law, and many of them do. 

C. Paying for universal coverage without new taxes 

If an employer mandate is fully implemented, we will have about ten million 
uninsured people left in the United States. At an average cost of approximately 
$1500 per person, that will require the expenditure of approximately 15 billion 
dollars for comprehensive insurance and/or managed care that, in my view, should 
be purchased for them, just as Hawaii does for its uninsured unemployed. With 
a regulated insurance market that requires companies to take all comers and 
charge community rates, there should be no need for an alternative public plan. 

Hawaii pays for the uninsured unemployed out of general revenues. 
Massachusetts does i t with a surcharge of $15.80 per employee on the unemployment 
compensation tax. 

There is, however, as the attached article points out, a practical 
alternative to the use of general revenues or the imposition of a now tax. 
Today, as everybody knows, health insurance premiums include, directly or 
indirectly, a substantial surcharge that pays providers for uncompensated care. 
In Massachusetts, for example, i t is 8.5% In the states where the number of 
uninsured people is much higher, i t is substantially more. 

If all employers are required to provide their employees and their 
dependents with health insurance, the amount of uncompensated care will drop 
dramatically. In a study that I co-authored at the University of Hawaii in 1991, 
we estimated that approximately four percent of the premium base could finance 
comprehensive health insurance or managed care for the remaining "gap group." 
Although this would require a continuing surcharge on premiums, i t would be much 
less than the amount that is currently being added to premiums for free care, 
either explicitly or in form of increased doctor and hospital charges. 



Furthermore, i t should not be diff i c u l t to find at least fifteen billion 
dollars in savings in the non-governmental health sector to offset this small but 
continuing surcharge. In fact, the notion of a premium surcharge offset by 
equivalent savings is a perfect way to implement the President's strongly 
expressed desire to pay for coverage for the uninsured by eliminating waste and 
inefficiency in the existing system. 

Moreover, using the surcharge/offsetting savings approach to insure the 
uninsured make i t possible to apply all Medicare and Medicaid savings to the 
deficit. In short, i t ougfit to be possible to make a significant dent in the 
deficit from reductions in the cost of Medicare and Medicaid while fully insuring 
the uninsured unemployed out of savings in the rest of the health care system. 
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nor Cleoige Hush has l.icen wi l l ing to supi^ii.irt the kind 
of universal coverage that boih Richard N i x o n and 
Gerald I'Vjrd advocated some 20 years ago. 

Now Washingion gridlock has produced anoihei' 
year ol li usiration. Congress wi l l not sn | i ] jo r l the Busli 
pi(j]X>sals to ic form malpraciice and small-business 
insurance. Piesident J^ush is a<laniantly 0|)posed lo 
any plan thai makes Medicare Liniversal or recjuires all 
employers lo provide basic healih insurance f(.)r em­
ployees and their deiienilents. 

Meanwhi le , Congress anrl the I ' lesident have not 
hesitated to expand MedicaitI coverage for the po(jr l^y 
mandat ing addiiional benefits and increased el igibi l ­
i ty . But vir tual ly nothing has been done in Wasl i ing­
ton to contain the cx|)losivc costs o f I ieal th care that 
aic d r iv ing vir tual ly cvcrykState budget into the red. 
O n the contrary, in seeking to contain Medicare costs, 
the President and the Congress have succeederl only in 
sh i f t ing some of those costs onto the backs o f the em­
ployers, consumeis, .ind slate governments who nnist 
|iay the bills. 

I.atlle wont.ler, then, that llie 1989 annual meeting 
of llie nation's governors cxploderl in bipar t isan anger 
over what all this was doing to the efforts o f bcjih 
Rc]Miblican and Democratic governors to balance 
iheir budgets antl pay for other impor tan t priorit ies, 
such as public education. Anrl l i t t le \vonder that a 
number of slate governments are iiosv i i y i n g to de­
vise ways to provitle greater access to high-f |ual i ty 
health care for their |K-ople and c o i i l i o l CCJSIS at the 
same time. 

H A W . M I : T i i K PioNi.r.R 

I,c>ng before any of the mainlani l slates beg.tn think­
ing al:)oiit comprehensive health care r e fo rm, l l a w a i i 
had ado];ted ils Prepaid Health A c l and was moving 
ahead w i l h a sysiem of near-universal access to health 
care. Curiously, only wi th in recent moni t i s have some 
of the nation's policy makers taken time o f f f r om end­
less debates over the Canadian, German , and other 
national systems to explore in detail the experience of 
the nation's 50th state. 

W h a t they have found is impressive.' H a w a i i has for 
nearly 20 years done what Presidenls Ford and Nixon 
were pro])osing in the early and mid-1970s. Since 197'!-
all Hawai ian eirijjloyers have been recpiired to provide 

their employees wi th a comprehensive package of 
health insurance. Employees can be rccjuired to con­
tr ibute 50 percent of the i^rcmitim or 1.5 ijerceni of 
iheir gross wages, whichever is lower. Hawai i docs nol 
recpiire employers to co\'er their employees' 'depcnd-
enls, but a large m a j o i i l y of them do so voluntar i ly . 

By 1909 all but 50,000 Hawaiians were insured by 
their employers or through Medicare or Medica id , or 
received health care as members of ilie armed forces 
or their dependents or through ilic Department of 
Veteran Affa i rs . In that year the Hawai ian legislature 
created the Stale Health Insurance Program, which is 
designed to provide coverage for all those not other­
wise covered under exisling law. '['he program is fund­
ed by general slale revenues and is managed under 
coniraci by the Hawai i Medical Scrviccs Association 
( H M S A , the local Blue C ross afli l iaie) or Kaiser Per­
manente, ihe dominant healih mainlenancc organizn-
lion in Hawai i . Approximately 10,000 |3eople have al-
reaily been insuied under the pr()gram, and Hawai i 
expects to .icliieve ils goal of universal coverage soon. 

Current ly , a m a j o j l i y of Hawaiians are insured by 
11.MSA. A n additional 19 percenl are members of 
Kaiser Pcrmancnie. For all businesses w i t i i 100 or 
fewer emiiloyees, HMS.A and Kaiser Permanenlc 
have a single risk pool each, and those businesses pay 
a single communi ly rale. The f.ici that two insurers 
f lomlnate the Hawai ian health insurance market has 
liad a substantial impact on costs. A l ihough Hawai i ' s 
cost of l iv ing is some 30 percenl higher than that on 
ihe mainland, Hawaiian health care costs arc lower, 
about ccpial to Canada's. Moreover, Hawaiians arc 
now the healthiest |.icople in the Uni ted Slates.' Life 
ex|-)eciancy is the highest in the nal ion. Hawa i i is 
tied w i l h Massacluisells for the losvest infant mortal ­
ity r.ue. 

Hawai i is not resting on lis laui els. Governor John 
VValhce and Slate Health Director j o h n C. Lewin 
have announced plans for what they call "a seamless 
sysiem (.if healih care services." They want to make 
ihe pr imary care physician the health care syslem's 
gatekeeper. They also wanl lo creale a new state com­
mission on healih costs that w i l l collect data, cert ify 
insurance rales, and have stanrlby a i i ihor i iy to set pro­
vider rales.'' 

O T H F R .S i A i r:s 

1 lawal i has been far anrl away ihc naiional leader in 
l ieallh care reform. Al ihough several olher slates have 
now joined the fray, ihey have not yet ful ly im|5!ernent-
ed i l ielr plans for reform. Massachusetls approved ils 
universal health care law in the spring of 1980.'' A p ­
proximately 100,000 additional Massachusetts resi­
dents, including students, severely disabled adults and 
children, and the uninsured unemployed, all qual i fy 
for and receive basic health insurance. 

iVIoreover, Massachusetts, one of the few stales lha l 
have approved comprehensive malpractice re form, 
has eliminated doulsle payments for medical expenses, 
l imited auorncys ' fees, and imposed a SSOO,000 cap on 
compensation for pain and suflering.^ Malpract ice 
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premiums have diopped by 25 percent, and Massa-
cluiseils dociors and denlisls now pay substantially 
less for ihci r inal])ra(;iicc instnance than many ])racli-
tioneis i l l olher l iu lus i i l a l slates. 

U n f o n u n a i e l y , a comli i i ia i lon of strong o|jposition 
by small businesses to the law's mandaie for employer 
conn ibui ions, a new governor, .md economic j cces-
sion has brongl i i i)iogress lowa id the ir i iplemeuiai ion 
of the new law to a standstill. Governor W i l l i a m 
Weld has repeaiedly attempted lo repeal the mandate 
for enij i loyer par t ic ipai ion. Al though he has so far 
been unsuccessful, the legislature has agreed to jxist-
]30nc iin| .)lemcnlalion of the law foi' another three 
yea rs. 

Oregon follo\%'cd Nlassachuselts wi th ils own ver­
sion of universal health care Icgislaiion. f .ike the Mas­
sachusetts law, the Oregon law includes an employer 
mandate that is sidiedtiled lo lake clleci in l'.i95. U n ­
like the .Massacluisells law, i l also inclutics a la i lon lng 
scheme for those covered by Nlcdicaid lhat has been 
icjecled by the Bush adml nisi la t ion. 

Minnesoia, Veiinoni, and I'loiida have all passed 

irnporlanl new health care Icgislaiion this year lhal in 

a variety of ways seeks lo mo\'e over the next Iwo to 

three years toward the goal of universal coverage at an 

aflbrdablc cost. New York's Governor Mario Cuomo 

recenily signed into law a sweeping reform of small-

business health insurance. Dozens of other states are 

wrestling with the same issues and drafting their own 

health care legislation.. The Minnesota ]5lan is dis­

cussed elsewhere In this issue of the Joinnal.^ 

W H A T C A N W K I.riARN i U O M i i i i- . S CA I KS? 

Hawai i ' s success ami the iroubles of Massachusetts 
and Oregon teach us some important lessons for ihe 
fu lnrc and should provide llie j j iesldenl who lakes 
office in January 1993 and the new Congress wi th a 
belter imders tandi i ig of the [.>ossibilllies and pitfalls of 
comprehensive health care reform. The lessons arc 
f ju t l ined below. 

Univenal, cinploycr-basnl covciage can tuurk, mid work ef-
Jeclively, proviJfd steps aie taken to prolei l small and mediiim-
siied einploj'cis Jioin the kinds of discriniinatoiy practwes that 
are bedeviling iheni in most slates. The Hawaiian health 
care system is an impressive exain])le of how to pro­
vide universal coverage at relatively leasonaljle cost 
through the [ j i iva te market and w i i h a min inunn of 
govei inneiit Ijiireaucracy and Inlei (ci ence. Moreover, 
it is a reminder that |-iroviding everyone w i l h basic 
pr imary cc'vcragc is ilse-lf an important conlr ibutor to 
cost control . Hawaiians visit tlie docior more often 
than most of us on the mainland do. But ihcy spend a 
lot less time in tbe hospital, and that has substantially 
lowered costs.' 

One o f the pr incipal reasons for the success of Ha­
waii 's cm[)loyer mandate and its acceptance by small 
businesses is the k ind of protection that Hawaii 's sin­
gle risk pool provides to small and medium-si/ed em­
ployers. Furthermore, a regulated insurance market 
lhat iec|uires insurers to accept all comers al a single 
communi ty rale eliminaies the need for a large alier-

natlve |")ublic insurance [)lan. In Ha\sali, every ein-
plo)'cr can "]) lay." 

A liniiled number oJ insuiers and nianaged-iaie organiia-
lions, tvoikiiig m concert with healih regulalois, can substan­
tiaUy reduce the administrative expenses of the healtli care sys­
tem and Uie their market power lo keep costs under control. One 
of the imjiressive features of the Hawaiian system has 
been its abi l i ty to keep costs down despite the fact lhat 
the stale has one o f the highest costs of l iv ing in 
America . 1 IMSA in particular has enormous influence 
o\'cr hospital and jjhysicians' rales because Hawai ian 
health care providers are under no illusions about who 
ihe principal j.iayer is in the Hawaiian system.' 

' i 'his should conf i rm the views of those who believe 
lha l a healih care system w i i h a single payer or a 
relatively small number of insurers can do a much 
l . i c l i e r job of holding down cosls lhan one wi th hun­
dreds of insurers and managed-care organlzaiions, 
many of which are cherry-picking the maiket for 
hi;al i l iy ilsks. O n the olher hand, ihi; faci ihat H M S A 
is comiiel lng \v l lh Kaiser Permanenlc Is lm | io r lan t , 
loo. Al t l iough ihe two oigai i i /a i lons seem lo get along 
reasciiiably wel l , ihe co in j ie l i l lon for subscrlliers bc-
l\\een them is Inlense, and it adds to the pressure to 
keep cosls down. 

.Any plan for uniuersal coverage must include piinuiry as well 
as cntastiophic coverage. A number, of proijonents of 
healih care reform have suggested that we begin w i l h 
catastrophic care and then move gradually to fu l l cov­
erage. Hawaii 's experience suggests that such an ap-
l^roach xs'ould lie a serious mistake. Mosi observers in 
Hawa i i believe lhat ori.c of the reasons for ils low­
er l i ca l l l i care cosis is the fact that good pr imary 
care is almost universally availal.ile under Hawaii 's 
health care law. 'Fhey lielleve that Hawaii 's lower 
rate of hospilallzatlcin is the direct result of the wide­
spread availabil i ty of ]5rimary care for v i r tual ly all 
Hawaiians. 

// IS time once again to make the priniaiy care physician the 
manager of healtli care in .America. There has been a good 
deal of debate recently over the idea that the family 
lihysician should be the gatekeeper for our health 
care.' T h a i principle is part of the health care sysiem 
of v i r tua l ly every other advanced industrial nation in 
the wor ld . Forty or 50 years ago, it was an accepted 
j iart of the U.S. health care sysiem. 

M y father, for example, was a general practitioner 
in Boston for more lhan 50 years. He worked seven 
days a week and made house calls. But woe unto any 
of his ]Datients who saw an(;tlicr doctor without getting 
his apiHoval. I f he found out about i t , he invariably 
lold ihcm to find tlieinsclvcs another jihysician. 

l l a w a i i is seriously considering a plan that would , 
in effcci , restore the sysiem that most of us accepted as 
a matter of course when iny father practiced medicine. 
Governor Waihee's rccommendaiions would prohibi t 
the reimbursement o f specialists at the specialist 
rate wi t i iou t a referral f rom a pr imary care physi­
cian. Waihee's recommendations would also pay the 
general practitioner a small fee for managing the pa­
tient's care. 
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A universal, employer-based plan can provide coverage f o r 

ihe uninsured without new taxes. O n e o f ihe most d i H i c u l t 

p r o b l e m s f ac i ng j . io l lcy make rs in \ V a s h i n g t o n a n d 

state cap i ta l s is h o w to p r o v i d e h e a l t h i n s u r a n c e for 

the peop le w h o r e m a i n u n i n s u r e d even a f ter an e m ­

p l o y e r m a n d a t e is i m p l e m e n t e d . H a w a i i , for e x a m p l e , 

l ias d e c i d e d to p a y for such coverage w i t h g e n e r a l rev­

enues. B u t even H a w a i i is n o w b e i n g forced to c o n s i d ­

er cu ts in p r o g r a m s as it p repares i ls b u d g e t for the 

nex t f iscal year . 

T h e r e is a p r a c t i c a l a l te i na t i ve to the use o f gene ra l 

revenues or the i i n j j o s i i i o n o f a new tax , h o w e v e r . 

T o d a y , h e a l t h I n s u r a n c e p r e m i u m s i n c l u d e , e i t he r d i ­

r ec t l y or i n d i r c c i l y , a s u b s t a n t i a l su r cha rge tha t [.lays 

p r o v i d e r s for u n c o i n p e i i s a t c t l care. I n M a s s a c h u s e t t s , 

for e x a m p l e , it is a p p r o x i m a t e l y 9.5 pe rcen t . I n o i h e r 

s ta les , whe re the n u m b e r o f u n i n s u r e d pco|5le is m u e h 

h i g h e r , l l is s u l i s t a n t i a l l y m o r e . 

I f a l l em)) loyers are r e q u i r e d to p r o v i d e emp loyees 

a n d t h e i r d e p e n d e n t s w i t h h e a l t h I n s u r a n c e , the 

a m o u n t o f uiu;om[H-.nsate(i care w i l l d r o p d r a m a i l c a l -

!y . I n a s t u d y at ihe U n i v e r s i t y o f H a w a i i In 1991,^ It 

was e s t i m a t e d tha t a p p r o x i m a t e l y -1 percen t o f the 

p r e m i u m base c o u l d f i nance comprehe r i s i ve h e a l i l i i n ­

su rance for the r e m a i n i n g " g a p g r o u p . " A l i h o u g h th is 

w o u l d r e q u i r e a c o n i i n u i n g s u r c h a r g e on [ . i remiums, i t 

w o u l d be m u c h less t h a n the a m o u n t tha t is c m r c n i l y 

b e i n g added lo p r e m i u m s for free care , e i the r e x i j l l c i i l y 

o r in the f o r m o f inc reased d o c t o r a n d h o s p i t a l 

cha rges . 

B y theiiisehies, the states cannot possibly provide a l l Amer i ­

cans w i th access to healih care a l an affordable cost. F.onis 

B r a n d e i s ca l led the states the l a b o r a t o r i e s o f soc ia l 

a n d e c o n o m i c c h a n g e in A m e r i c a — anr l so they are. 

A l m o s t no i m p o r t a n t d o m e s t i c l eg i s la t i on in th is c o u n ­

t r y has been a p p r o v e d by Congress before some state 

o r g r o u p o f states has taken t l ie lead and tested i t . 

H e a l t h care l e f o r m is no e x c e p t i o n . W h i l e W a s h i n g ­

t o n seems p a r a l y z e d on the issue, the sta les have 

m o v e d ahead in a v a r i e t y o f w a y s . W e have t l ie i m ­

press ive resu l l s o f H a w a i i ' s f i r s t - i n - t h e - n a l l o n p l a n , 

the successes a n d fa i l u res o f M a s s a c h u s e t t s , ihe ex-

i r a o r d i n a i 7 process o f c i t i zen p a r t i c i p a i i o n t ha t p re ­

ceded the j iassage o f O r e g o n ' s l i e a l l h care l a w , M i n ­

neso ta 's b i p a r t i s a n e f fo r t , V e r m o n t ' s c r e a t i o n o f a 

s la te c o m m i s s i o n t ha t w i l l a t i e i n p i to impose g l o b a l 

b i K l g e t i n g on i ls h e a l t l i care s y s i e m , a n d M a r y l a n d ' s 

a l l - p a y e r sys tem o f hos ] ) i ta l cost c o n t r o l . 'Fhesc a n d 

e f fo r ts in m. iny o i l i e r stales s l i o u l d be s tud ied c a r e h i l l y 

as we cons i i l e r p roposa l s for n a t i o n a l h e a l t h care 

r e f o r m . 

B u t u n i v e r s a l access to a f f o i d a b l e h e a l t h care for a l l 

A m e r i c a n s c a n n o t poss ib l y be ach ieved o n a s ta ic -

b y - s t a i e basis. For one t h i n g , the eOoi is o f a n y state to 

i m p o s e a d d i t i o n a l b u r d e n s on its e m p l o y e r s a n d c i t i ­

zens w i l l i m m e d i a t e l y be me t b y protests f r o m the 

bus iness c o m m u n i t y l h a t it is b e i n g r e q u i r e d to s h o u l ­

de r b u r d e n s tha t arc not b e i n g p l aced on businesses i n 

n e i g h b o r i n g states. H a w a i i m a y have an a d v a n t a g e 

o v e r o t h e r states in tha t it is h a r d e r for businesses to 

re loca te . 

S ta te e f for ts lo c o n t r o l costs t h r o u g h some f o r m o f 

g l o b a l b u d g e t i n g w i l l face s i m i l a r o b j e c t i o n s . C o n s i d e r 

states l i ke M a s s a c l u i s e l l s , for e x a m p l e , t h a t have h i g h 

h e a l t h costs l a rge ly because they a rc i n t e r n a t i o n a l l y 

r e n o w n e d m e d i c a l centers w i t h m a n y l e a c h i n g h o s p i ­

tals a n d research i n s t i t u t i o n s . I f wc in M a s s a c h u s e t t s 

a t t e m p t e d to im j i osc s y s t e m - w i d e l i m i t s on h e a l t h care 

s p e n d i n g w i t h o u t n a t i o n a l l y i m p o s e d ce i l i ngs l h a t a p -

]5lied to a l l s la tes , wc w o u l d be rnc t i m m e d i a t e l y w i t h 

the a r g u m e n t f r o m o u r t e a c h i n g a n d research cen te rs 

l h a t wc we re p u t t i n g t h e m at a se r ious c o m p e t i t i v e 

d i s a d v a n t a g e in i h e i r e f for ts to a t t r a c t a n d h o l d the 

^voI•ld's f inest researchers . 

I n sho r t , c o m p r e h e n s i v e h e a l t h care r e f o r m tha t 

g u a r a i i i c e s a l l A m e r i c a n s access to good h e a l t h care at 

r easonab le cost w i l l not be a c h i e v e d t h r o u g h state i n i ­

t i a t i v e a lone . T h e p res iden t a n d the C o n g r e s s m u s t act 

— a n d act l oge lhe r . I n so d o i n g , h o w e v e r , i hey can 

l ea rn m u c h f r o m the expe r ience o f s tates i ha t have 

been w i l l i n g lo lake the p l u n g e i n t o i i n c h a r i e d w a t e r s . 

Nnr l l i c ; is rc in I.liii vt i ^ i ty 
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