
June 27, 1994 

FROM: Lissa 
RE: Remarks for the Economic Club of Washington 

I 'm·~giving·.:you two··things:'_, .. , ·.··· .... ·.:-•"':'··;;., .. ·.;,,,.;-· 

1) A slightly trimmed version of the transcript of your 
remarks to North Carolina business groups last week. 

2) A very brief outline of talking points suggested by Bob 
Rubin (which essentially mirrors the North Carolina speech) 

Also, an unrelated cartoon, in case you want some levity. 
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For those who believe, as· Dylan Thomas did, that "Washington 
isn't a city, but an abstraction," this gathering offers convincing 
evidence to the contrary. Your contributions of wisdom and energy are 
concrete • . • they are invaluable • • • and government could not 
function without that input. 

So I commend you for taking the time to involve yourself in the 
public discourse, which is so important to the evolution of our 
democratic ideals. 

The most pressing challenge facing our nation today is to get our 
fiscal house in order. From the President's perspective, that means 
moving on the deficit, sustaining an economic recovery and do 
something about our health care system. All of these are inextricably 
combined. 

Now, for the first time, because of the President's budget 
program, the deficit will be cut in half and the deficit is shrinking. 

This progress is important because from 1980 to 1992, we 
ballooned our deficit. Our deficit, as a percentage of our national 
income, was much greater than most of the countries with whom we 
competed. We saw an outflow of all kinds of jobs and capital. We 
could not sustain the kind of economic growth that we needed in the 
private sector because of the huge demand on capital that the public 
sector was taking out of the economy. 

This is the first time that our federal government deficit has 
gone down three years in a row since Harry Truman was President. We 
now project that the United States will have the lowest deficit as a 
percentage of national income of any major world economy by 1995. 

Because of a responsible President and some very courageous 
Members of Congress, we are now finally on the right track when it 
comes to deficit reduction. 
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Those of you in business know that with credible deficit 
reduction interest rates have dropped. We have created more than 3 
million private sector jobs in 16 months -- seven times the previous 
rate. 

In 1993, we saw new business start up dramatically, new 
business investments at a higher rate than at any time in the previous 
20 years. It was the best year for business incorporation since Dun 
and Bradstreet started keeping records back in 1946. 

In government, this Administration has eliminated more than 
several hundred programs completely, has gotten the federal work force 
on a trend where it will be the lowest it has been in many decades. 
When the work that the President and the Vice President, with 
reinventing government, has finally played out, the federal work force 
will shrink. 

Discretionary spending has been held even. It has been 
under the toughest budget caps ever been imposed. Even defense 
spending is being downsized in the safest way possible. 

It is against this backdrop that we need to consider health care 
reform. Although we have made progress in all these economic areas, 
including deficit reduction, it is clear that even under the budget 
that was passed, the deficit will begin to go back up in a couple of 
years. It does so for one reason only: Because Medicare and Medicaid 
are projected to grow by more than 10 percent each year for 10 years. 

* How hospitals and doctors cope 

* Costs to businesses 

* Cost shifting 

The only way to resolve the proplem, whatever package anyone 
puts together, is to include dramatic cuts in Medicaid and Medicare. 
You cannot continue to reduce the deficit unless you're willing to 
make the hard political decision to do that. 

Assuming there is a political will to further slow down the 
increase in Medicare or Medicaid, to try to really cut to the bone as 
much as possible on what we reimburse hospitals, physicians and 
everybody else, what will the impact be? 

We will see an increase in the shifting of costs from the 
public sector to the private sector -- namely, to you and to anyone 
who is privately insured. That is the only way, in a system that has 
no comprehensive plan for containing costs, that we can try to deal 
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with the deficit. 

So the impact will be: hospitals will close, more and more 
doctors will refuse to take Medicare and Medicaid patients or at least 
refuse to take the payment available. The costs will be shifted onto 
the backs of businesses already paying. 

Under increasing cost pressures and pressure from Medicaid 
and Medicare cutbacks, businesses will have to begin either cutting 
back in insurance or eliminating it altogether. Consequently, more 
and more uninsured workers will show up at the last possible moment at 
the emergency room to get health care. Those who remain insured, if 
they are not among the biggest possible employers, will not have 
access to the.kinds of discounts that big government and big employers 
have been able to bargain for. They, in turn, will incur an increasing 
amount of the cost for the entire health care system. 

Private insurance today amounts to a tax, in many respects, 
on those of our businesses and individuals who pay it. If you are a 
business owner you are covering everybody else who works for a 
competitor or works for a neighbor down the street who is not making 
any contribution. You are picking up the difference between what the 
public programs believe they can afford to pay. 

We need to understand that comprehensive health care reform 
has several features that work together. Unless everyone is covered, 
you cannot stop cost shifting. If you leave loopholes, if you leave 
people uncovered, then you will be holding onto a balloon at one end 
and it will be popping up. Even if you try to move up to get the top 
smaller and smaller, it will still distort the entire system. 

So universal coverage, as it's called, guaranteed health 
insurance, is not only the right thing to do, the humane thing to do. 
It's also the smart thing to do economically. Look at other countries 
in Europe, Canada, and Japan. Even with their heavy government 
bureaucracies, and the inefficiencies in their health care systems, 
they will manage to spend less money per capita than we do because 
they've got everybody in the system. 

The closest analogy we have in the United states is the 
state of Hawaii which started in 1974 by mandating employer 
contributions for worker insurance. Twenty years later, Hawaii pays 
less of its gross domestic product for health care than any other 
state. 

Its citizens actually visit the doctor's office more 
frequently than citizens in other states because they go for 
preventive health care, which is paid for. Therefore, their care 
costs less because they are turning up at the hospital only when their 
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problems have become very serious and very expensive. 

Universal Coverage, which the President has been stressing 
over and over again, is a prerequisite for ending cost shifting. It 
is important to begin to get some effective cost containment. Until 

· the public system and the private system are insuring people in a 
comprehensive health care system, you cannot begin to get costs under 
control and you cannot change the incentives that exist in the system. 

That brings me 
reform needs to preserve 
nurses, our hospitals 
financing system. 

to a second point. Comprehensive health care 
what works -- mainly, our doctors, our 
but fix what does not -- namely, the 

I have been very surprised at how many people have been 
willing to accept a financing system for health care that they would 
not tolerate for one minute in their own businesses. Imagine, if you 
will, that every cost you paid out in your own business carried with 
it a 20 to 26 percent administrative charge. That's what the private 
insurance market charges for health insurance in our country -- 20 to 
26 percent. 

I've also been amazed at how the incentives in medicine 
drive the financing and most businesspeople, again, would never put up 
with this. In medicine, you don't get paid by the outcome or the 
efficiency of your delivery; you get paid by how many procedures or 
tests you've run. Currently there are about $200 [ck] million of 
unnecessary tests and procedures run every year in our health care 
system. 

If we look at health care from a business-oriented perspective, 
the following points are clear: 

First, American business is getting a very poor financial 
deal for what it currently spends for health care right now. 

Second, every company that pays anything for insurance is 
g1v1ng a competitive advantage and basically paying a hidden tax that 
subsidizes every company that pays nothing for health insurance. 

Number three, the number of the uninsured working Americans 
is increasing. When we started this work, it was 37.5 million; it is 
now approaching 40 million. That number will undermine the financial 
stability of everyone's private insurance. 

And, number four, in the absence of comprehensive health 
care reform, the desire to keep the deficit going down will be to cut 
entitlements, which everybody says they support. But cutting the two 
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major entitlements -- Medicaid and Medicare -- will result in a 
decline in medical quality, very large numbers of facilities closing, 
or increasing costs to the private sector. 

My husband is adamant about health care because he has seen 
what spiraling health care costs mean to our economy. He was a 
governor for 12 years. He watched manufacturers disappear .. He 
watched costs going up so that we were no longer competitive overseas. 
He saw companies unable to keep businesses in our state or even in the 
United States during the 1980s. And he saw the role that out-of­
control health care spending played in our business lives. 

He made a vow, then, to have honest budgeting with honest 
numbers that would give the American public an honest accounting of 
what our fiscal situation was. To bring down the deficit. And to bring 
about comprehensive health care reform. Because, in the absence of it, 
we cannot stabilize our economic base for the long term. 

If we do it right, however, we can begin to take back some 
of those dollars we now spend on health care and invest them here at 
home in new jobs, new kinds of expansion, and a bright future. 

That's how the budget deficit and health care are so intertwined. 
And that's why, if we want to get our economic house in order, we must 
pass health care reform this year. 

Thank you. 

### 
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The most pressing challenge facing our nation is to get our 

fiscal house in order. From the President's perspective, that means 
moving on the deficit, sustaining an economic recovery and do 
something about our health care system. All of these are inextricably 
combined. 

Now, for the first time, because of the President's budget 
program, the deficit will be cut in half and the deficit is shrinking. 

This progress is important because from 1980 to 1992, we 
ballooned our deficit. Our deficit, as a percentage of our national 
income, was much greater than most of the countries with whom we 
competed. We saw an outflow of all kinds of jobs and capital. We 
could not sustain the kind of economic growth that we needed in the 
private sector because of the huge demand on capital that the public 
sector was taki~g_out of the economy. 

This is the first time that our federal government deficit has 
gone down three years in a row since Harry Truman was President. We 
now project that the United States will have the lowest deficit as a 
percentage of national income of any major world economy by 1995 • 
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Because of a responsible President and some very courageous 
Members of Congress, we are now finally on the right track when it 
comes to deficit reduction. 

Those of you in business know that with credible deficit 
reduction interest rates have dropped. We have created more than 3 
million private sector jobs in 16 months -- seven times the previous 
rate. 

In 1993, we saw new business start up dramatically, new 
business investments at a higher rate than at any time in the previous 
20 years. It was the best year for business incorporation since Dun 
and Bradstreet started keeping records back in 1946. 

In government, this Administration has eliminated more than 
se~eral hundred programs completely, has gotten the federal work force 

--~ ..... :.on __ a __ .trend. where:.it will be the lowest it has been in many decades. 
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When the work that the President and the Vice President, with 
reinventing government, has finally played out, the federal work force 
will shrink. 

Discretionary spending has been held even. It has been 
under the toughest budget caps ever been imposed. Even defense 
spending is being downsized in the safest way possible. 

It is against this backdrop that we need to consider health care 
reform. Although we have made progress in all these economic areas, 

. ~ .. , including·::defici t·.'reduction~ .·it· is ·clear· that- even under the budget 
--- -·~·-'"·"'that···"was·"'·pas·sed·;-"the···'defici t- will'' begin to go back up in a couple of 

years. It does so for one reason only: Because Medicare and Medicaid 
are projected to grow by more than 10 percent each year for 10 years. 

* Costs to businesses 

* Cost shifting 

The only way to resolve the problem, whatever package anyone 
puts together, is to include dramatic cuts in Medicaid and Medicare. 
You cannot continue to reduce the deficit unless you're willing to 
make the hard political decision to do that. 

Assuming there is a political will to further slow down the 
increase in Medicare or Medicaid, to try to really cut to the bone as 
much as possible on what we reimburse hospitals, physicians and 
everybody else, what will the impact be? 

We .will . see an .. increase in. the shifting of costs from the 
·- -<¥··-~··public·'sector,·~to··,the··private· sector -- namely, to you and to anyone 

who is privately insured. That is the only way, in a system that has 
no comprehensive plan for containing costs, that we can try to deal 
with the deficit. 

So., '"tpe ~·~~pact .wil_l- .. be:: .. -;>·hospi t.als ;,_w_i~l~:;\qlose ,,N,.more~, ·and. more 
doctors will refuse to take Medicare and Medica-id patients or at least 
refuse to take the payment available. The costs will be shifted onto 
the backs of businesses already paying. 

Under increasing cost pressures and pressure from Medicaid 
and Medicare cutbacks, businesses will have to begin either cutting 
back in insurance or eliminating it altogether. Consequently, more 
and more uninsured workers will show up at the last possible moment at 
the emergency room to get health care. Those who remain insured, if 
they are not among the biggest possible employers, will not have 
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access to. _the.}~:i:~,~f3. _of di_~cou~~s tt.?;~~---~,~g,_gC?,;y~:~?~~~t-~nc;l}?~~- employ~rs 
have been· able·· to·'-·'bargain for~-1'!- They/ ·in-· turn;·,- w~ll.incur an increas~ng 
amount of the cost for the entire health care system. 

Private insurance today amounts to a tax, in many respects, 
on those of our businesses and individuals who pay it. If you are a 
business owner you are covering everybody else who works for a 
competitor or works for a neighbor down the street who is not making 
any contribution. You are picking up the difference between what the 
public programs believe they can afford to pay. 

We need to understand that comprehensive health care reform 
has several features that work together. Unless everyone is covered, 
you cannot stop cost shifting. If you leave loopholes, if you leave 
people uncovered, then you will be holding onto a balloon at one end 
and it will be popping up. Even if you try to move up to get the top 
smaller and smaller, it will still distort the entire system. 

·-- ·~-~'"'W"-·· --···- _, __ ,_,_~---·«·•··scr·--universar··-·coverage~-as it's called, guaranteed health 
insurance, is not only the right thing to do, the humane thing to do. 
It's also the smart thing to do economically. Look at other countries 
·in Europe, Canada, and Japan. Even with their heavy government 
bureaucracies, and the inefficiencies in their health care systems, 
they will!".manage·":to ··spend- less: money'·perv'capi tai~~than'~we '·do'" because 
they've got everybody in the system. 

The closest analogy we have in the United States is the 
state of Hawaii which started in 1974 by mandating employer 
contributions for worker insurance. Twenty years later, Hawaii pays 
less of its gross domestic product for health care than any other 
state. 

Its citizens actually visit the doctor's office more 
frequently than cftizens in other states because they go for 
preventive health care, which is paid for. Therefore; their care 
costs less because they are turning up at the hospital only when their 
problems have become very serious and very expensive. 

Universal Coverage, which the President has been stressing 
. over and over again, is a prerequisite for. ending cost shifting. It 

--M''"-·is·--important----to -begin· to ·get· some effective cost containment. Until 
the public system and the private system are insuring people in a 
comprehensive health care system, you cannot begin to get costs under 
control and you cannot change the incentives that exist in the system. 

-That .. ~ brings. me ·to. a seconq- point~~:.;::- Comprehensi ve,·heal th care 
reform needs to preserve what works -- mainly, our doctors, our 
nurses, our hospitals -- but fix what does not -- namely, the 
financing system. 
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I have been very surprised at how many people have been 
. willing to accept ___ a financing system for health care that they would 

· · · not."tolerate'·.:.for::.one ... minute .in. their own businesses. Imagine, if you 
will, that every cost you paid out in your own business carried with 
it a 20 to 26 percent administrative charge. That's what the private 
insurance market charges for health insurance in our country -- 20 to 
26 percent. 

I've also been amazed at how the incentives in medicine 
drive the financing and most businesspeople, again, would never put up 
with this. In medicine, you don't get paid by the outcome or the · 
efficiency of your delivery; you get paid by how many procedures or 
tests you've run. Currently there are about $200 [ck] million of 
unnecessary tests and procedures run every year in our health care 
system. 

If we look at health care from a business-oriented perspective, 
the following points are clear: 

First, American business is getting a very poor financial 
deal for what it currently spends for health care right now. 

Second, every company that pays anything for insurance is 
· ·giving a competitive· advantage and basically paying a hidden tax that 

-. ·-~-"·~·-subsidize"s''-every""·campany'' that. pays nothing for health insurance. 

Number three, the number of the uninsured working Americans 
is increasing. When we started this work, it was 37.5 million; it is 
now approaching 40 million. That number wiJ-1. l..!ndermil).e the financial 
stability of--·everyone' s pri vate;"'insurance-~''"F-:i,,i,:;~·<:: .. :·:t~"'f.''"'~··:' ··.-.~'". :---·-.;~,,. •. ,_. · 

And, number four, in the absence of comprehensive health 
care reform, the desire to keep the deficit going down will be to cut 
entitlements, which everybody says they support. But cutting the two 
major entitlements -- Medicaid and Medicare -- will result in a 
decline in medical quality, very large numbers of facilities closing, 
or increasing costs to the private sector. 

My husband is adamant about health care because he has seen 
what spiraling health care costs mean to our economy. He was a 
governor for 12 years. He watched manufacturers disappear. He 
watched costs going up so that we were no longer competitive overseas. 
He saw companies unable to keep businesses in our state or even in the 
United States during the 1980s. And he saw the role that out-of­
control health care spending played in our business lives. 

·- ···-··········· ·- · ···-· ......... , __ , _ __, ...... He .. ··made··· a·"· vow;-- then~- ··to· have ·honest budgeting with honest 
numbers that would give the American public an honest accounting of 
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what our fiscal situation was. To bring down the deficit. And to bring 
about comprehensive health care reform. Because, in the absence of it, 
we cannot stabilize our economic base for the long term. 

If we do it right, however, we can begin to take back some 
of those dollars we now spend on health care and invest them here at 
home in new jobs, new kinds of expansion, and a bright future. 

, . That~_s, ho"!!l .. :th~.bupget defici~ and .. health care are so intertwined. 
--· : .. ~:.~-~And~,that~s., why.;~·Lif.~'.we :.want .to get our economic house in order, we must 

pass health care reform this year. 

Thank you. 

MORE 
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Hillary, 

Here is a slightly trimmed version of your North Carolina 
business remarks that you wanted to use for the Economic Club of 
Washington. I'm also giving you an outline (from Bob Rubin), 
which includes points you covered pretty well in the speech. 

Lissa 
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The most pressing challenge facing our nation is to get our 
fiscal house in order. From the President's perspective, that means 
moving on the deficit, sustaining an economic recovery and do 
something~,,al;>o_u,t::(;;O:ur.,,~heal th /Care. system.·,~AlL.of.;.~these·'· are ·inextricably 
combined. · 

Now, for the first time, because of the President's budget 
program, the deficit will be cut in half and the deficit is shrinking. 

This progress is important because from 1980 to 1992, we 
ballooned our deficit. Our deficit, as a percentage of our national 
income, was much greater than most of the countries with whom we 
competed. We saw an outflow of all kinds of jobs and capital. We 
could not sustain the kind of economic growth that we needed in the 
private sector because of the huge demand on capital that the public 
sector was taking out of the economy. 

This is the first time that our federal government deficit has 
gone down three years in a row since Harry Truman was President. We 
now project that the United States will have the lowest deficit as a 

.... ,.-percentage .... oLnational ... income of any major world economy by 1995. 

Because of a responsible President and some very courageous 
Members of Congress, we are now finally on the right track when it 
comes to deficit reduction. 

Thos-e· oi"you in busine-ss know that"' with credibl-e deficit 
reduction interest rates have dropped. We have created more than 3 
million private sector jobs in 16 months -- seven times the previous 
rate. 

In 1993, we saw new business start up dramatically, new 
business investments at a higher rate than at any time in the previous 
20 years. It was the best year for business incorporation since Dun 
and Bradstreet started keeping records back in 1946. 

In government, this Administration has eliminated more than 
several hundred programs completely, has gotten the federal work force 
on a trend where it will be the lowest it has been in many decades. 
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--·"'"''w:hen.'"'·thet"'wori~·"tta'f""-flie"··P-resident .. and the Vice President, with 
reinventing government, has finally played out, the federal work force 
will shrink. 

Discretionary spending has been held even. It has been 
under the't'tou.ghes"tt•budgef' ·caps:::·ever:~beeri.\'i:ii'mp·o-se'cf:'{·,·····Even ·.defense. 
spending is being downsized in the safest way possible. 

It is against this backdrop that we need to consider health care 
reform. Although we have made progress in all these economic areas, 
including deficit reduction, it is clear that even under the budget 
that was passed, the deficit will begin to go back up in a couple of 
years. It does so for one reason only: Because Medicare and Medicaid 
are projected to grow by more than 10 percent each year for 10 years. 

* How hospitals and doctors cope 

* Costs to businesses 

* Cost shifting 

· ·· .... , .. __ The·· only·- way to resolve the problem, whatever package anyone 
puts together, is to include dramatic cuts in Medicaid and Medicare. 
You cannot continue to reduce the deficit unless you're willing to 
make the hard political decision to do that . 

.. Assuming::~there ~-is,.a:·political';_;:wil·l-':.c·tor•"further'· slow--down the 
increase in Medicare or Medicaid, to try to really cut to the bone as 
much as possible on what we reimburse hospitals, physicians and 
everybody else, what will the impact be? 

We will see an increase in the shifting of costs from the 
public sector to the private sector -- namely, to you and to anyone 
who is privately insured. That is the only way, in a system that has 
no comprehensive plan for containing costs, that we can try to deal 
with the deficit. 

So the impact will be: hospitals will close, more and more 
doctors will refuse to take Medicare and Medicaid patients or at least 
refuse to take the payment available. The costs will be shifted onto 
the backs of businesses already paying . 

. Under increasing cost pressures and pressure from Medicaid 
and-Medicare-cutbacks,· businesses will have to begin either cutting 
back in insurance or eliminating it altogether. Consequently, more 
and more uninsured workers will show up at the last possible moment at 
the emergency room to get health care. Those who remain insured, if 
they are not among the biggest possible employers, will not have 
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access to the kinds of discounts that big government and big employers 
have been able to bargain for. They, in turn, will incur an increasing 
amount of the cost for the entire health care system. 

Private insurance today amounts to a tax, in many respects, 
on those of our businesses and individuals who pay it. If you are a 
business owner you are covering everybody else who works for a 
competitor or works for a neighbor down the street who is not making 
any contribution. You are picking up the difference between what the 
public programs believe they can afford to pay. 

We need to understand that comprehensive health care reform 
has several features that work together. Unless everyone is. covered, 

. ·-~-"w···y()g __ G.9J1J}.QJ:.~.$_t;gp_-fQ..~J:~."s.hift,,i,ng."~. If :you leave· loopholes, if you leave 
people uncovered, then you will be holding onto a balloon at one end 
and it will be popping up. Even if you try to move up to get the top 
smaller and smaller, it will still distort the entire system. 

So universal coverage, as it's ~al~~d,_ guaranteed health 
insurance, ·is·:'··nof··(mly the right· thing 'to'''do'; "'the'· humane 'thing to do. 
It's also the smart thing to do economically. Look at other countries 
in Europe, Canada, and Japan. Even with their heavy government 
bureaucracies, and the inefficiencies in their health care systems, 
they will manage to spend less money per capita than we do because 
they've got everybody in the system. 

The closest analogy we have in the United States is the 
state of Hawaii which started in 1974 by mandating employer 
contributions for worker insurance. Twenty years later, Hawaii pays 
less of its gross domestic product for health care than any other 
state. 

Its citizens actually visit the doctor's office more 
frequently than citizens in other states because they go for 
preventive health care, which is paid for. Therefore, their care 
costs less because they are turning up at the hospital only when their 

-~·probl-ems"·have' become very serious and very expensive. 

Universal Coverage, which the President has been stressing 
over and over again, is a prerequisite for ending cost shifting. It 
is important to begin to get some effective cost containment. Until 
the public system,-..:and the private·· system· are' insuring- people· in a 
comprehensive health care system, you cannot begin to get costs under 
control and you cannot change the incentives that exist in the system. 

That brings me 
reform needs to preserve 
nurses, our hospitals 
financing system. 

to a second point. Comprehensive health care 
what works -- mainly, our doctors, our 
but fix what does not -- namely, the 
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I have been very surpr~sed at how many people have been 
willing to accept a financing system for health care that they would 
not tolerate for one minute in their own businesses. Imagine, if you 
will, that every cost you paid out in your own business carried with 

_ it a _20 tg .29 per,cent _administrative charge._ T~at' s what the private 
.. insurance.-~_market ... charges ..... for. health 'insurance in our country -- 20 to 
26 percent. 

I've also been amazed at how the incentives in medicine 
d7.i ve t~e. ~~n~g/:;i.?g",,~J).q,,~~9~,t b~~-.ii1,~-.$.~P~~9P~ .. e-~}''"'!~-9:~ei,Q_~f.:~ .. w,opJcL.I1.ey~r. put up 
w1th th1s~ ~In·medlclne;·you don't-get pa1d by the outcome or the 
efficiency of your delivery; you get paid by how many procedures or 
tests you've run. Currently there are about $200 [ck] million of 
unnecessary tests and procedures run every year in our health care 
system. 

If we look at health care from a business-oriented perspective, 
the following points are clear: 

First, American business is getting a very poor financial 
deal for what it currently spends for health care right now. 

Second, every company that pays anything for insurance is 
g1v1ng a competitive advantage and basically paying a hidden tax that 
subsidizes every company that pays nothing for health insurance. 

Number three, the number of the uninsured working Americans 
- _, "is''':Cii"C:r'e"as<{ng'~-- ··when'" we started this work, it was 37.5 million; it is 

now approaching 40 million. That number will undermine the financial 
stability of everyone's private insurance. 

And, number four,_ in the absence 9~ _ C()!llprehellsi ve _health 
care reform/ ·the-/desire to keep· the· deficit··'going"'dowri ·will' be to cut 
entitlements, which everybody says they support. But cutting the two 
major entitlements -- Medicaid and Medicare -- will result in a 
decline in medical quality, very large numbers of facilities closing, 
or increasing costs to the private sector. 

My husband is adamant about health care because he has seen 
what spiraling health care costs mean to our economy. He was a 
governor for 12 years. He watched manufacturers disappear. He 
watched costs going up so that we were no longer competitive overseas. 
He saw companies unable to keep businesses in our state or even in the 
United States during the 1980s. And he saw the role that out-of­
control health care spending played in our business lives. 

He made a vow, then, to have honest budgeting with honest 
numbers that would give the American public an honest accounting of 
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what our fiscal situation was. To bring down the deficit. And to bring 
about comprehensive health care reform. Because, in the absence of it, 
we cannot stabilize our economic base for the long term. 

If we do it right, however, we can begin to take back some 
of thase dollars we now spend on health care and invest them here at 
home in new jobs, new kinds of expansion, and a bright future. 

·: .. · .. "'"': ... , 

....... ~.·· <-----~Th.at'''s'~libw'"'the~""budget ·deficit' and health care are so intertwined. 
And that's why, if we want to get our economic house in order, we must 
pass health care reform this year. 

Thank you. 

### 
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The most pressing challenge facing our nation is to get our 
fiscal house in order. From the President's perspective, that means 
moving on the deficit, sustaining an economic recovery and do 
something about our health care system. All of these are inextricably 
combined. 

Now, for the first time, because of the President's budget 
program, the deficit will be cut in half and the deficit is shrinking. 

-- ........... ·--·This ·~progress is important· because from 1980 to 1992, we 
ballooned our deficit. Our deficit, as a percentage of our national 
income, was much greater than most of the countries with whom we 
competed. We saw an outflow of all kinds of jobs and capital. We 
could not sustain the kind of economic growth that we needed in the 
private sector because of the huge demandon·capital that the public 
sector was taking out of the economy. 

This is the first time that our federal government deficit has 
gone down three years in a row since Harry Truman was President. We 
now project that the United States will have the lowest deficit as a 
percentage of national income of any major world economy by 1995. 

Because of a responsible President and some very courageous 
Members of Congress, we are now finally on the right track when it 
comes to deficit reduction. 

Those of you in business know that with credible deficit 
reduction interest rates have dropped. We have created more than 3 
million-private sector jobs in 16 months -- seven times the previous 
rate. 

·In ·1993; we saw new business start up dramatically, new 
business investments at a higher-rate than at any time in the previous 
20 years. It was the best year for business incorporation since Dun 
and Bradstreet started keeping records back in 1946. 

In government, this Administration has eliminated more than 
several hundred programs completely, has gotten the federal work force 
on a trend where it will be the lowest it has been in many decades. 
When the work that the President and the Vice President, with 
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reinventing government, has finally played out, the federal work force 
will shrink. 

Discretionary spending has been held even. It has been 
under the toughest budget caps ever been imposed. Even defense 
spending is being downsized in the safest way possible . 

. . ... ··- .. .,.Jt .. i.s,.·_,9:_g§Jns.t.~.t:Pi.~ backdrop that we need to consider health care 
reform. Although we have made progress in all these economic areas, 
including deficit reduction, it is clear that even under the budget 
that was passed, the deficit will begin to go back up in a couple of 
years. It does so for one reason only: Because Medicare and Medicaid 
are projected to grow by more than 10 percent e~~h year for 10 years . 

. ,,._.;.\:;~, ... ~ .. >:~ ·-;- ·:.:,.:.·· . -~=·.:,. .. . 

* How hospitals and doctors cope 

* Costs to businesses 

* Cost shifting 

The only way to resolve the problem, whatever package anyone 
puts together, is to include dramatic cuts in Medicaid and Medicare. 
You cannot continue to reduce the deficit unless you're willing to 
make the hard political decision to do that. 

Assuming there is a political will to further slow down the 
increase in Medicare or Medicaid, to try to really cut to the bone as 
much as possible on what we reimburse hospitals, physicians and 
everybody else, what will the impact be? 

We will see an increase in the shifting of costs from the 
public sector to the private sector -- namely, to you and to anyone 
who is privately insured. That is the only way, in a system that has 
no comprehensive plan for containing costs, that we can try to deal 
with the deficit .. 

So the impact will be: hospitals will close, more and more 
doctors will refuse to take Medicare and Medicaid patients or at least 
refuse to take the payment available. The costs will be shifted onto 
the backs of businesses already paying. 

Under increasing cost pressures and pressure from Medicaid 
and Medicare cutbacks, businesses will have to begin either cutting 
back in insurance or eliminating it altogether. Consequently, more 
and more uninsured workers will show up at the last possible moment at 
the emergency room to get health care. Those who remain insured, if 
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they are not among the biggest possible employers, will not have 
access to the kinds of discounts that big government and big employers 
have been able to bargain for. They, in turn, will incur an increasing 
amount of the cost for the entire health care system. 

· ~-. -,:;:.~....._,... ='··:'';:~~·r: -· . ·· ·.~- .. :.· ·-·~·· · '.':.~.~-.;..<··-~.;·_;.·~·"· '":···~~-;:-..;•;,:.u>.)i_...-:·.(•.-..;·:-:{s!~~··.~-...:. r ·:.· ~~··'r::-J···· · ·. '•. ' .. -
Private insurance today amounts to a tax, in many respects, 

on those of our businesses and individuals who pay it. If you are a 
business owner you are covering everybody else who works for a 
competitor or works for a neighbor down the street who is not making 
any contribution. You are picking up the difference between what the 
public programs believe they can afford to pay. 

We need to understand that comprehensive health care reform 
has several features that work together. Unless everyone is covere9, 
you cannot stop cost shifting. If you leave loopholes, if you leave 
people uncovered, then you will be holding onto a balloon at one end 
and it will be popping up. Even if you try to move up to get the top 
smaller and smaller, it will still distort the entire system. 

So universal coverage, as it's called, guaranteed health 
insurance, is not only the right thing to do, the humane thing to do . 

. It.' s . 9-lse>. th.~·-· ~m~:g:J:. thing to do economically. Look at other countries 
in Europe, Canada, and Japan. Even with their heavy government 
bureaucracies, and the inefficiencies in their health care systems, 
they will manage to spend less money per capita than we do because 
they've got everybody in the system. 

The ·'closest analogy we· have in·· the United States is the 
state of Hawaii whicp started in 1974 by mandating employer 
contributions for worker insurance. Twenty years later, Hawaii pays 
less of its gross domestic product for health care than any other 
state. 

Its citizens actually visit the doctor's office more 
frequently than citizens in other states because they go for 
preventive health care, which is paid for. Therefore, their care 
costs less because they are 'turning up at the hospital only when their 
problems have become very serious and very expensive. 

Universal Coverage, which the President has been stressing 
over and over again, is a prerequisite for ending cost shifting. It 
is important to begin to get some effective cost containment. Until 
the public system and the private system are insuring people in a 
comprehensive health care system, you cannot begin to get costs under 

· control··and·-you ·cannot change the incentives that exist in the system. 

That brings me to a second point. Comprehensive health care 
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reform needs to preserve what works -- mainly, our doctors, our 
nurses, our hospitals but fix what does not -- namely, the 
financing system. 

I have been very surprised at how many people have been 
willing to accept a financing system for health care that they would 
not tolerate for one minute in their own businesses. Imagine, if you 
will, that every cost you paid out in your own business carried with 
it a 20 to 26 percent administrative charge. That's what the private 
insurance market charges for health insurance in our country -- 20 to 
26 percent. 
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·· ..... ·· ·I-'-ve· also" been--amazed at how the incentives in medicine. 
drive the financing and most businesspeople, again, would never put up 
with this. In medicine, you don't get paid by the outcome or the 
efficiency of your delivery; you get paid by how many procedures or 
tests you've run. Currently there are about $200 [ck] million of 
unnecessary tests>.and procedures run. every year· in our health care 
system. 

If we look at health care from a business-oriented perspective, 
the following points are clear: 

First, American business is getting a very poor financial 
deal for what it currently spends for health care right now. 

Second, every company that pays anything for insurance is 
giving a competitive advantage and basically paying a hidden tax that 
subsidizes every company that pays nothing for health insurance. 

Number three, the number of the uninsured working Americans 
is increasing. When we started this work, it was 37.5 million; it is 
now approaching 40 million. That number will undermine the financial 
stability of everyone's private insurance. 

And, number four, in the absence of comprehensive health 
care reform, the desire to keep the deficit going down will be to cut 
entitlements, which everybody says they support. But cutting the two 
major entitlements -- Medicaid and Medicare -- will result in a 
decline in medical. quality, very large numbers.of facilities closing, 
or increasing"~ost~· to the private sector.··· --

My husband is adamant about health care because he has seen 
what spiraling health care costs mean to our economy. He was a 
governor for 12 years. He watched manufacturers disappear. He 
watched costs going up so that we were no longer competitive overseas. 
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He saw companies unable to keep businesses in our state or even in the 
United States during the 1980s. And he saw the role that out-of­
control health care spending played in our business lives. 

He made a vow, then, to have honest budgeting with honest 
numbers that would give the American public an honest accounting of 
what our fiscal situation was. To bring down the deficit. And to bring 
about comprehensive health care reform. Because, in the absence of it, 
we cannot stabilize our economic base for the long term. 

""·-·····-·-- .. ······-.......... If~.:.we.d.o~ .. it. .. right,-however, we can begin to take back some 
of those dollars we now spend on health care and invest them here at 
home in new jobs, new kinds of expansion, and a bright future. 

That's how the budget deficit and health care are so intertwined. 
And that's. \VhY.':'.tt.,:we want.to ,get_,.pu.r:-. .,_ecpngmA.9:··~hp.use ... in.order, we must 
pass health care reform this year. · · 

Thank you. 

### 
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Among the wise men of Washington, Harry McPherson is the best writer. 

Since Jan. 31, 1956, when he first drove to the capital from Texas to accept a job as 
a counsel to Senate Majority Leader Lyndon Johnson - a job he took without meeting 
the volcanic man - McPherson has been privy to many of the inner precincts. 

There are many volumes on the bonfire of Manhattan but few on the romance of 
low-rise Washington.· McPherson's book, "A Political Education: A Washington 
Memoir," is about the youthful provincial who learns through late-night sessions on 
Capitol Hill that power is not impersonal but wielded by men of widely varying 
motives. He becomes the true Washingtonian, judging newcomers by their grasp of 
the nuances from the perspective of having done so himself. 

Book Reissued 

"A Political Education" is unique partly because it is among the first and last words 
on the cataclysmic events of 1968. It was originally published in 1972 and has just 
been reissued (by Houghton Mifflin), after a flood of books on the meaning of 20 
years ago today. It brackets an era. 

To McPherson's dismayi' his memoir of long ago remains timely. It appears in the 
midst of a season of ruminations, if not recriminations, on the latest debacle of a 
Democratic presidential campaign. McPherson was present at the destruction: the 
fall of the House of Roosevelt, precipitated by the good works- war in Vietnam and 
civil rights at home -- performed by F.D.R.'s most dutiful follower, Lyndon Johnson. 

The age of unraveling is chronicled in "A Political Education" in vivid detail. 



"Vietnam," McPherson writes, "became a second consciousness ... One thought of 
friends, and Vietnam; raising a family, and Vietnam; investing in the market, writing 
a letter, visiting a university, watching television, and Vietnam. Like an acid, it was 
eating into everything." 

McPherson has not, after all these years, escaped Johnson. He believes thata 
syndrome, which he defines as "you are what you were," afflicts Washingtonians. 

"No matter what you do in the rest of your life," he says, "unless you do something 
very spectacular, you remain a 'former Johnson aide,' certainly in the newspapers. 
You may be a great older tennis player to your friends, or a nice father or even a 
pretty good lawyer, but you're a former Johnson aide in the minds of most people." 

Shortly after leaving the employ of Johnson, who had departed for the Pedernales, 
McPherson offered his acumen and writing skills to the Senate campaign of 
Richardson Preyer in North Carolina. His generosity was gently rebuffed. "You 
realize," McPherson says, "that you and your former boss are poison." 

Democratic Treadmill 

Every four years, he has watched as the Democrats reenact their defeat, as if 
condemned to a cycle of eternal return: "you are who you were" on an absurdly large 
scale. "Terrible," he says. "Terrible." 

Still, as a lawyer and sometime political adviser to prominent politicians, 

McPherson has thrived. He hasn't gone home again. He lives in Kensington, has 
been president of the Federal City Council, a commissioner on the Three Mile Island 
inquiry, counsel to the Democratic National Convention of 1980, and vice chairman 
and general counsel to the Kennedy Center. He has done better than his party's 
presidential candidates. 

The highest compliment the 59-year-old McPherson pays to those in politics is to 
say that they approach it with a combination of "fervor and humor," which is a way 
of saying that detachment is as essential as purpose. 

In late 1977, McPherson and a small group of Washington wise men met 
privately with Charles Kirbo, President Carter's longtime adviser, on the difficulties 
the Carter Administration was sinking into. 

Oark Clifford spoke for the group when he answered with a loud "No!" to his own 
question of "whether one with no experience of Washington ... and who is 
surrounded by men who also have little or no experience with this can be expected 
to succeed." 

Kirbo was curt and defensive, and McPherson judged him an "impenetrable 



provincial" - not a compliment. 

Search for a Candidate 

"For a long time," McPherson says, "I have known people who thought the way 
to break it (the cycle of defeat) was to find Roosevelt's, Truman's, Kennedy's and 
Johnson's ideas, and put those ideas into the head of some pleasant hayseed who 
could disarm people by his apparent folksy manner. Once in office he would lead a 
new social revolution." This has not worked. 

Neither has the minimalist approach taken by Michael Dukakis. "Dukakis tried to 
duck the bullet simply by not talking very much about the issue." 

To McPherson, the SouL'tem liberal, the issue was, is and always will be the issue 
of race. In 1988, that issue has mutated so that Democrats "are perceived as having 
bonded ... to black America to the ultimate disadvantage of white America," 
McPherson says. 

In the primaries, Dukakis gave the illusion of having finessed the issue. "He 
benefited from being in the race with Jesse Jackson. Jackson served the purpose of 
making him not-liberal and not-black. But then you are the nominee of the party, 
which includes Jackson. And throughout the campaign Dukakis scarcely dwelt on the 
issues of the cities, cities equaling blacks. He didn't dwell on racial justice, those old 
Democratic issues." Ultimately, paying no attention _did not work. 

"Pretty soon," McPherson says, "we won't have Mike Dukakis to kick around 
anymore because we won't have anything to remember. He's the unsmiling Cheshire 
cal None of the synapses that lock on something that you really feel and experience 
ever got activated." 

Race an Issue 

What remains after the cmnpaign is the issue. "What does the white man have 
against the Democrats?" McPherson asks. He notes that Johnson is the only 
Democratic candidate since F.D.R. to win 50% of the white vote and that Carter is the 
only one to have won 40%. Both happened to be Southerners. 

McPherson seeks a revision of rhetoric. "A generation has passed 
sinceintegration," he says. "The language used to address America's racial problem in 
the '60s was about the need for society to eradicate its guilt as best it could. That was 
the driving thing, the moral lesson. But people don't feel it any more. The party 
ought to quit sounding like a divorcing wife laying guilt upon the husband." 

But this in itself is not a solution, which McPherson is the first to recognize. "I'm 
not sure this would do the trick," he says. Nor is tinkering with the party rules a real 
solution. "We keep trying to rearrange the lines on the court, lift the net. Last time it 



was Super Tuesday." 

McPherson seeks the force of the intangible. "I came back to personality, "he says. 
"The magnetism doesn't have to be associated with a lot of glamour. We don't need a 
movie actor to portray glall}our. People want someone who is a mensch, a strong 
person who is his own man." 

He has a reverie that Washington may be ruled by those who understand 
Washington. "I'd give almost anything to have someone I could feel strongly about," 
he says. "I want to care a lot, and I haven't for a long time." · 

In his dream, Sen. Bill Bradley (D-N.J.) is President, Rep. Tom Foley (D-Wash.) is 
speaker of the House and Sen. George Mitchell (D-Maine) is Senate majority leader. 

GRAPHIC: Photo, Author Harry McPherson, once an aide to Lyndon Johnson. 
Washington Post 
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The most pressing challenge facing our nation is to get our 
fiscal house in order. From the President's perspective, that means 
moving on the deficit, sustaining an economic recovery and do 
something about our health care system. All of these are inextricably 
combined. 

Now, for the first time, because of the President's budget 
program, the deficit will be cut in half and the deficit is shrinking; 

This is extremely important because, from 1980 to 1992, we 
ballooned our deficit. Our deficit, as a percentage of our national 
income, was much greater than most of the countries with whom we 

. comp.eted ..... W.e~ saw __ an outflow of all kinds of jobs and capital. We 
could not sustain the kind of economic growth that we needed in the 
private sector because of the huge demand on capital that the public 
sector was taking out of the economy. 

This is tl:le f:irst time that our feder.(:ll government ciefici t has 
gone down· thre·e·' ·years in a row since Harry Truman 'was President. We 
now project that the United States will have the lowest deficit as a 
percentage of national income of any major world economy by 1995. 

Because of a responsible President and some very courageous 
Members of Congress, we are now finally on the right track when it 
comes to deficit reduction .. That's important, for many reasons. 

First, those of you in business know that with credible 
deficit reduction interest rates have dropped. We have created more 
than 3 million private sector jobs in 16 months -- seven times the 
previous rate. 

For the first time in 1993, we could see new business start 
up dramatically, new business investments at a higher rate than at any 
time in the previous 20 years. It was the best year for business 
incorporation since Dunn and Bradstreet started keeping records back 

· in-·1946: · · · · · · · .. 

I want to paint this picture for you. This Administration 
has eliminated more than several hundred programs completely, has 
gotten the federal work force on a trend where it will be the lowest 
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it has been in many decades. When the work that the President and the 
Vice President, with reinventing government, has finally played out, 
the federal work force will shrink. . 

Discretionary spending has been held even. It has been 
under the toughest caps -- budget caps -- that have ever been imposed. 
Even defense spending is being downsized in the safest way we can 
think of. 

It is against this backdrop that we need to consider health care 
reform. AltpQJ.lgh we. have made. progress in all these economic areas, 

_, ...... ,including .... :Cie.ficit._.reduction,. it .. is clear that even under the budget 
that was passed, the deficit will begin to go back up in a couple of 
years. It does so for one reason only: Because Medicare ·and Medicaid 
are projected to grow by more than 10 percent each year for 10 years. 

Payment on .the debt is certainly .left .. -:-;:-: .w_e ... ouilt it up. And we 
are going to ·have 'to pay it off,· along with. 'ent"i"tleme'nts. When the 
word "entitlements" is used, it usually is shorthand for Medicare and 
Medicaid. That is the part of the budget that is continuing to grow 
and will continue to put budget pressures on the federal government. 
And that will lead to an increase in the deficit. 

Why does that have anything to do with health care? 

* Costs to businesses 

* Cost shifting 

Think about what will happen in the next several years. 
Think of the political rhetoric that will fill the airwaves. We've 

. _got: .tJ:l~ ___ Q..~f~c.tt. go,j,ng __ down. We've got jobs being created at the 
fastest pace anyone has seen in a very long time. Although the 
recovery hasn't touched everybody, it's beginning to make an impact. 

And then, all of a sudden, we see the deficit start to go up 
again with all the resulting consequences, with_capital getting tight 
again, with' interest rates going up ·again;···with:"·]ob$ beginning to 
shrink again. People will turn to blame the President or a Member of 
Congress when, in fact, the real culprit is the continued growth of 
Medicaid and Medicare. 

The only way to resolve the problem, whatever package anyone 
puts together, is to include dramatic cuts in Medicaid and Medicare. 
You cannot continue to reduce the deficit unless you're willing to 

MORE 



make the hard political decision to do that. 

Assuming.there,is a political will to-further slow down the 
·· ...... ~ increase·'""·in--·Medicare .. ·or~ Medicaid,·· to try to really cut to the bone as 

much as possible on what we reimburse hospitals, physicians and 
everybody else, what will the impact be? 

We will see an increase in the shifting of costs from the 
public sectort''~tot;:,the~!:!private .sector/< . .,.,.--,namely:::;;:':-sto::;;·you:·,·and ·to, anyone 
who is privately insured. That is the only way, in a system that has 
no comprehensive plan for containing costs, that we can try to deal 
with the deficit. 
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So the impact will be: hospitals will close, more and more 
doctors will refuse to take Medicare and Medicaid patients or at least 
refuse to take the payment available. The costs will be shifted onto 
the backs of businesses already paying. 

Under increasing cost pressures and pressure from Medicaid 
and Medicare cutbacks, businesses will have to begin either cutting 
back in insurance or eliminating it altogether. Consequently, more 
and more uninsured workers will show up at the last possible moment at 
the emergency room to get health care. Those who remain insured, if 
they are not among the biggest possible employers, will not have 
access to the kinds of discounts that big government and big employers 

. have-been~able-to-bargain for.-They, in turn, will incur an increasing 
amount of the cost for the entire health care system. 

Private insurance today amounts to a tax, in many respects, 
on those of our businesses and individuals who pay it. If you are a 
business owner. yo1.t_are covering ~verybody .... el,se.:_._who. works for a 
competitor or.works for a neighbor down the street who is not making 
any contribution. You are picking up the difference between what the . 
public programs believe they can afford to pay. 

We need to understand that comprehensive health care reform 
has several features that work together. Unless everyone is covered, 
you cannot stop cost shifting. If you leave loopholes, if you leave 
people uncovered, then you will be holding onto a balloon at one end 
and it will be popping up. Even if you try to move up to get the top 
smaller and smaller, it will still distort the entire system. 

So universal coverage, as it's called, guaranteed health 
insurance, is not only the right thing to do, the humane thing to do. 
It's also the smart thing to do economically. Look at other countries 
in Europe, Canada, and Japan. Even with their heavy government 
bureaucracies, and the inefficiencies in their health care systems, 
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they wilr··manage'''to''"spend ·· l'ess· moneY per capita:··· than we do because 
they've got everybody in the system. 

The closest analogy we have in the United States is the 
state of Hawaii which started in 1974 by mandating employer 
contributions for worker insurance. Twenty years later, Hawaii pays 
less of its gross domestic product for health care than any other 
state. 
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Its citizens actually visit the doctor's office more 
frequently than citizens in other states because they go for 
preventive health care, which is paid for. Therefore, their care 
costs less because they are turning up at the hospital only when their 
their problems ahve become very serious and very expensive. 

Universal Coverage, which the President has been stressing 
.. . _ov~r: ... ~P.q_.~pye_:r;: __ (lg~~fl., .. :i.s Ci prerequisite for ending cost shifting. 

Number two, it is important to begin to get some effective cost 
containment. Until the public system and the private system are 
insuring people in a comprehensive health care system, you cannot 
begin to get costs under control and you cannot change the incentives 
that exist in the system. 

I ' !'o ·, • • •• :~ •. > 

That brings me 
· reform needs to preserve 
nurses, our hospitals 
financing system. 

to a second point. Comprehensive health care 
what works -- mainly, our doctors, our 
but fix what does not -- namely, the 

I have been very surprised at how many people have been 
willing to accept a financing system for health care that they would 
not tolerate for one minute in their own businesses. Imagine, if you 
will, that every cost you paid out in your own business carried with 
it a 20 to 26 percent administrative charge. That's what the private 
insurance market charges for health insurance in our country -- 20 to 
26 percent. 

I've also been amazed at how the incentives in medicine 
drive the financing and most businesspeople, again, would never put up 

..... with'"'this·:····In·"medicine; ·you don't get paid by the outcome or the 
efficiency of your delivery; you get paid by how many procedures or 
·tests you've run. Dr. Koop just said that there are probably $200 [ck] 
million of unnecessary tests and procedures run every year in our 
health care system. 

, .• '"! • ,.-

So if we look at health care from what I view as a business­
oriented perspective, you could make the following points very 
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clearly: 

First, American business is getting a very poor financial. 
deal for what it currently spends for health care right now. 

Second, every company that pays anything for insurance is 
g1v1ng a competitive advantage and basically paying a hidden tax that 
subsidizes. ey.f~}:y compapy that p~ys r10th~ng f_or health insurance . 

. . , ':·· .... ~,~· . ' . ·- . . ' . . . ·~ . ' 

Number three, the number of the uninsured working Americans 
is increasing. When we started this work, it was 37.5 million; it is 
now approaching 40 million. That number will undermine the financial 
stability of everyone's private insurance. 
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Arid~···-:ruimber··"four·,''. in··the' absence of comprehensive health 
care reform, the desire to keep the deficit going down will be to cut 
entitlements, which everybody says they support. But cutting the two 
major entitlements -- Medicaid and Medicare -- will result in a 
decline in medical quality, very large numbers of facilities closing, 
or increasing costs to the private sector. 
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My husband is adamant about health care because he has seen 
what spiraling health care costs mean to our economy. He was a 
governor for 12 years. He watched manufacturers disappear. He 
watched costs going up so that we were no longer competitive overseas. 
He saw companies unable to keep businesses in our state or even in the 
United States during the 1980s. And he saw the role that out-of­
control health care spending played in our business lives. 

And he made a vow, then, to have honest budgeting with 
.... l10I1e~t; Jl}l!Clbe_r.~-- t!la.:L would give. the American public an honest 

accounting of what our fiscal situation was. To bring down the 
deficit. And to bring about comprehensive health care reform. Because, 
in the absence of it, we cannot stabilize our economic base for the 
long term. 

If we:.··do:·'it· right1 however,·· we···can'·begin' to· take· back some 
of those dollars we now spend on health care and invest them here at 
home in new jobs, new kinds of expansion, and a bright future. And 
that's how the budget deficit and health care work together and that's 
why we must pass health care reform this year. 

### 
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It's very important that you understand that, 
from the President's perspective, getting our fiscal house in 
order means not only moving on the deficit and beginning to 
have the economic recovery that is really taking hold but it 
also means doing something about our health care system. 
They are inextricably combined. 

So now, for the first time, because of the 
President's budget program and because of the votes of the 
members who budget and who drew a lot of criticism from 
people who didn't understand what was at stake, the deficit 
will be cut in half and it is now coming down for three years 
in a row. 

I want to stress how important this is because, 
from 1980 to 1992, we ballooned our deficit. Our deficit, as 
a percentage of our national income, was much greater than 
most of the countries with whom we competed. We saw an 
outflow of all kinds of jobs and capital. We could not 
sustain the kind of economic growth that we needed in the 
private sector because of the huge demand on capital that the 
public sector was taking out of the economy. 

This is the first time that our federal government 
deficit has gone down three years in a row since Harry Truman 
was President. I think it's very significant that the budget 
proposal is working in one of the areas it was targeted to 
affect -- namely, deficit reduction. We now project that the 
United States will have the lowest deficit as a percentage of 
national income of any major world economy by 1995. 

Because of a responsible President and some very 
courageous Members of Congress, we are now finally on the 
right track when it comes to deficit reduction. That's 
important, for many reasons. 
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One, those of you in business know that with 
credible deficit reduction we have seen not only interest 
rates drop but also the creation of now more than 3 million 
private sector jobs in 16 months. That is seven times the 
rate that private sector jobs had been created previously. 

So, for the first time in 1993, we could see new 
business start up dramatically, new business investments 
higher than it had been for 20 years. It was the best year 
for business incorporation since Dunn and Bradstreet started 
keeping records back in 1946. 

I want to paint this picture for you. This 
Administration has eliminated more than several hundred 
programs completely, has gotten the federal work force on a 
trend where it will be the lowest it has been in many 
decades. When the work that the President and the Vice 
President, with reinventing government, has finally played 
out, the (inaudible) federal work force will shrink. 
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Discretionary spending has been held even. It has 
been under the toughest caps -- budget caps -- that have ever 
been imposed. Even this defense spending, which fuels the 
huge deficit reduction, is being downsized in the safest way 
we can think of. 

It is against this backdrop that we need to consider 
health care reform. Although we have made progress in all 
these economic areas, including deficit reduction, it is 
clear that even under the budget that was passed, the deficit 
(inaudible) begin to go back up in a couple of years. It 
does so for one reason only, because Medicare and Medicaid 
are projected to grow by more than 10 percent each year for 
10 years. 

Payment on the debt is certainly left -- we built it up; 
we are go1ng to have to pay it off -- and the increase in 
entitlements. But when the word "entitlements" is used, it 
usually is shorthand for Medicare and Medicaid. That is the 
part of the budget that is continuing to grow and will 
continue to put budget pressures on the federal government 
which will lead to an increase in the deficit. 

Why does that have anything to do with health care? 

* Costs to businesses 
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* Cost shifting 

Think about what will happen in the next several 
years. Think of the political rhetoric that will fill the 
airwaves. We've got the deficit going down. We've got jobs 
being created at the fastest pace anyone has seen in a very 
long time. Although the recovery hasn't touched everybody, 
it's beginning to make an impact (inaudible). 
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And then, all of a sudden, we see the deficit start 
to go up again with all the resulting consequences, with 
capital getting tight again, with interest rates going up 
again, with jobs beginning to shrink again, and people will 
turn to blame the President or they'll turn to blame a Member 
of Congress when, in fact, it is because of the continued 
growth of Medicaid and Medicare. 

So what will the likely political consequences be? 
There will be calls in the Congress. Some of you will be in 
groups that will pass resolutions which will say: "Lower 
entitlements. Get them down. Get the deficit back under 
control." 

The only way to do that, in whatever package anyone 
puts together, is to include dramatic cuts in Medicaid and 
Medicare. You cannot continue to reduce the deficit unless 
you're willing to make the hard political decision to do 
that. 

Assuming there is a political will to further slow 
down the increase in Medicare or Medicaid, to try to really 
cut to the bone as much as possible on what we reimburse 
hospitals, physicians and everybody else, what will be the 
impact? 

Well, we will certainly see an increase in the 
shifting of costs from the public sector to the private 
sector -- namely, to you and to anyone who is privately 
insured. That is the only way, in a system that has no 
comprehensive plan for containing costs, that is the only way 
Congress, with its blunt instruments of Medicare and 
Medicaid, can try to deal with the deficit. 

So the impact will be: hospitals will close, more 
and more doctors will refuse to take Medicare and Medicaid 
patients or at least refuse to take the payment available. 

MORE 



It cannot cover the costs they have, which are continuing to 
escalate. The costs will be shifted onto the backs of 
businesses already paying. 
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Many businesses that are already paying shows that 
the vast majority of workers in both public and private 
sector are insured, no matter how small the employment. But, 
under increasing cost pressures and pressure from Medicaid 
and Medicare cutbacks, businesses will have to begin either 
cutting back in insurance or eliminating it altogether. 
Consequently, more and more uninsured workers will show up at 
the last possible moment at the emergency room to get health 
care. Those who remain insured, if they are not among the 
biggest possible employers, will not have access to the kinds 
of discounts that big government and big employers have been 
able to bargain for. They, in turn, will incur an increasing 
amount of the cost for the entire health care system. 

Private insurance today amounts to a (inaudible) 
tax, in many respects, on those of our businesses and 
individuals who pay it. You basically are covering everybody 
else who works for a competitor or works for a neighbor down 
the street who is not making any contribution. You are 
picking up the difference between what the public programs 
believe they can afford to pay and what the direct cost of 
the (inaudible) is that the hospital and the doctor then 
tries to make up by coming to you. 

Now, this is what we're loo~ing at, and I think 
there are very few people who will honestly look at the 
situation and say that we should not try to get ahead of this 
trend. But what do we need to do? 

We need to understand that comprehensive health 
care reform has several features that work together. Unless 
everyone is covered, you cannot stop cost shifting. If you 
leave loopholes, if you leave people uncovered, then you will 
be holding onto a balloon at one end and it will be popping 
up. Even if you try to move up to get the top smaller and 
smaller, it will still distort the entire system. 

So universal coverage, as it's called, guaranteed 
health insurance, is not only the right thing to do, the 
humane thing to do; it is the economically smart thing to do. 
Look at other countries in Europe, Canada, and Japan - even 
with their heavy government bureaucracies, and their 
inefficiencies in their health care systems, they will manage 
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to spend less money per capita than we do because they've got 
everybody in the system. 

The closest analogy we have in the United states is 
the state of Hawaii whi,ch started in 1974 by mandating 
employer contributions for worker insurance. Twenty years 
later, Hawaii pays less of its gross domestic product for 
health care than any other state. 

Its citizens actually pay more visits to doctors 
than citizens in other states do because they go for 
preventive health care, which is paid for. They therefore 
are treated for less money than what often happens in other 
areas where the uninsured or the grossly underinsured 
postpone going to the hospital until their problems are very 
serious and very expensive. 

And that very expensive cost translates to you 
because when you go to the hospital and you find that $25 
charge for Tylenol, you are paying for the uninsured or the 
underinsured who have been taken care of but at the most 
expensive cost possible. 

So lets really look at Universal Coverage, which 
the President has been stressing over and over again. Number 
one, it is important to stop cost shifting. Number two, it 
is important to begin to get some effective cost containment. 
Until the public system and the private system are insuring 
people in a comprehensive health care system, you cannot 
begin to get costs under control and you cannot change the 
incentives that exist in the system. 

That brings me to the second point. Comprehensive 
health care reform needs to preserve what works -- mainly, 
our doctors, our nurses, our hospitals -- but fix what does 
not -- namely, the financing system. 

I have been very surprised at how many people have 
been willing to accept a financing system for health care 
that they would not tolerate for one minute in their own 
businesses. Imagine, if you will, that every cost you paid 
out in your own business carried with it a 20 to 26 percent 
administrative charge. That's what the private insurance 
market charges for health insurance in our country -- 20 to 
26 percent. 
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I've also been amazed at how the incentives in 
medicine drive the financing and most businesspeople, again, 
would never put up with this. In medicine, you don't get 
paid by the outcome or the efficiency of·your delivery; you 
get paid by how many procedures or tests you've run. 
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Dr. Koop just said that there are probably $200 million of 
unnecessary tests and procedures run every year in our health 
care system. 

So if we look at health care from what I view as a 
business-oriented perspective, you could make the following 
points very clearly: 

First, American business is getting a very poor 
financial deal for what it currently spends for health care 
right now. 

Secondly, every company that pays anything for 
insurance is giving·a competitive advantage and basically 
paying a hidden tax that subsidizes every company that pays 
nothing for health insurance. 

Number three, the number of the uninsured working 
Americans is increasing. When we started this work, it was 
37.5 million; it is now approaching 40 million. That number 
will undermine the financial stability of everyone's private 
insurance. 

And, number four, in the absence of comprehensive 
health care reform, the desire to keep the deficit going down 
will be to cutting entitlements, which everybody says they 
support. But the two major entitlements -- Medicaid and 
Medicare -- as they are cut, will result in decreasing 
medical quality, very large numbers of facilities closing, or 
increasing costs to the private sector. 

So from the perspective of this Administration, and 
the reason that my husband became so adamant about health 
care, is that he was a governor for 12 years. He watched 
manufacturers disappear. He watched costs going up so that 
we were no longer competitive. He saw companies unable to 
keep businesses in our state or even in the United States 
during the 1980s. And he saw the role that out-of-control 
health care spending played in our business lives. 

And he made a vow, then, that there were two things 
he was going to get done: 
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Number one, have honest budgeting with honest 
numbers that would give the American public an honest 
accounting of what our fiscal situation was and bring down 
the deficit and bring about comprehensive health care reform. 
Because, in the absence of it, we cannot stabilize our 
economic base for the long term. 

If we do it right, however, we can begin to take 
back some of those dollars we now spend on health care and 
invest them here at home in new jobs, new kinds of expansion, 
and a bright future. And that's how the budget deficit and 
health care work together and that's why they're so intent on 
getting health care reform passed this year. 
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Japan -- have in their health care systems, they will manage 
to spend less money per capita than we do because they've got 
everybody in the system~ 

The closest analogy we have in the United States is 
the state of Hawaii which started in 1974 by mandating 
employer contributions for worker insurance. Twenty years 
later, Hawaii pays less of its gross domestic product, if you 
will; for health care than any other state. 

Its citizens actually pay more visits to doctors 
than citizens in North Carolina do because they go for 
preventive health care, which is paid for, ·and they therefot~ 
are treated less expensively than what often happens in Nortn'...··· ,;.­
Carolina where the uninsured or the grossly underinsured 
postpone going to the hospital until their problem is real 
serious and very expensive. 

And that very expensive is what happens to you 
because when you, then, qo to the hospital and you find that 
$25 charge for Tylenol, you are paying for the uninsured or 
the underinsured who have been taken care of but at the most 
expensive cost. 

So if we look at universal coverage, which is what 
the President has been stressinq over and over again, it is 
important to stop cost shifting, number one. Number two, it 
is important to begin to qet some effective cost containment 
because until the public system and the private system are 
insuring people in a comprehensive health care system, you 
cannot begin to get costs under control and you cannot change 
the incentives that exist in the system. 

That brings me to the second point. Comprehensive 
health care reform needs to preserve what ~orks -- mainly, 
our doctors, our nurses, our hospitals -- but fix what does 
not -- namely, the financing system. 

I have been very surprised at how many people have 
been willing to accept a financing system for health care 
that they would not tolerate for one minute in their own 
businesses. Imagine, if you will, that every cost you paid 
out in your own business carried with it a 20 to 26 percent 
a~inistrative charge. That's what the private insurance 
market charges for health insurance in our country -- 20 to 
26 percent. 
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compare that with the cost of administering 
Medicare, which can obviously be improved -- it's not perfect 
by a very long shot -- but the cost of administering Medicare 
with government workers is less than 3 percent. Compar~ that 
with the 20 to 26 percent administrative cost which goes 
right into your (inaudible). 

I've also been amazed at how the incentives in 
medicine drive the financing and most businesspeople, again, 

· would never put up with this. In mQdicine, you don't get 
paid by the outcome or the efficiency of your delivery; you 
get paid by how many procedures or tests you've run. 

or. Koop just s~id that there are probably $200 
million of unnecessary tests and procedures run every year in 
our health care system. Now, that has become -- that is how 
we have structured our financing of health care, and so you 
have many, many examples every day in North Carolina where 
decisions are made driven by financing -- by an insurance 
company that makes a decision about what appropriate care is, 
by a physician who has to be thinking about the finances in 
order to deliver the care, by a hospital that decides whether 
or not to admit somebody without insurance. 

So if we look at health care from what I vie~ as a 
business-oriented perspective, you could make the following 
points very clearly: 

American business is getting a very poor financial 
deal for what it currently spends for health care right now. 

secondly, every company that pays anything for 
insurance is giving a competitive advantage and basically 
paying a hidden tax that subsidizes every company that pays 
nothing for health insurance. 

Number three, the number of the uninsured working 
Americans is increasing. When we started this work, it was 
37.5 million; it is now approaching 40 million. That number 
will undermine the financial stability of everyone's private 
insurance. 

And, number four, in the absence of comprehensive 
health care reform, the desire to keep the deficit going down 
will be to cutting entitlements, which everybody says they 
are for, but the two major entitlements -- Medicaid and 
Medicare -- as they are cut, ~ither we will see decreasing 
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medical quality, very larse numbers of facilities closing, or 
the costs will have to be made up by increasing costs to the 
private sector. 

So from the perspective of this Administration, and 
the reason that my husband became so adamant about health 
care, is that he was a governor for 12 years. He watched 
manufacturers disappear. He watched costs going up so that 
we were no longer competitive. He saw companies unable to 
keep businesses in our state and not even be able to keep 
them in the United states during the 1980s. And he saw the 
role that out-of-control health care spending played in our 
business lives. 

And he made a vow, then, that there were two things 
he was going to get done: 

Number one, have honest budgeting with honest 
numbers that would give the American public an honest 
accounting of what our fiscal situation was and bring down 
the deficit and bring about comprehensive health care reform 
because, in the absence of it, we cannot stabilize ~ur 
economic base for the long term. 

!f we do it right, however, we can begin to take 
back some of those dollars we now spend on health care and 
invest them here at home in new jobs, new kinds of expansion, 
and a bright future. And that's how the budget deficit and 
health care work together and that's why they're so intent on 
getting health care reform passed this year. 

Thank you very much. (Applause.) 

Q (Inaudible) answer some questions on what we 
would like to do (inaudible} every district will have a 
chance to have somebody from that district ask some 
questions. So we're going to take a few minutes here and 
have Mrs. Clinton perhaps answer a couple of questions. The 
lady here. 

Q Yes. Mrs. Clinton, thank you very much for an 
{inaudible) description of our health care situation. we who 
live in rural areas particularly appreciate that. 

I'm the president of (inaudible) Congress in Mount 
Olive {phonetic), North carolina, and we're a rural area of 
about 5,000 people. We also are the home of the North 
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Carolina Pickle Festival and we've brought you and your 
family a tee-shirt just in case you'd like to remember that. 
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But my questions relate to (inaudible) very serious 
(inaudible) health care (inaudible). 

In our town, we have four physicians. Two are in 
their 40s and two are of retirement age -- one is 60 and one 
is 70. They would like very much to retire but they can't, 
because their job is .just so significant. 

(Inaudible) attract other physicians to come in to 
practice with them and, as a result of that, our Chamber of 
Commerce has founded and put together a foundation in which 
(inaudible) recruit physicians to our community. 

We've had some success with (inaudible). However, 
we have more money than we can give away, and we would like 
to know if there are any initiatives in your plan for 
improving the health care system that take into consideration 
particularly recruiting doctors, family physicians, to rural 
areas. 

MRS. CLINTON: Yes, and that's a very important 
part of health care reform. It will not do us any good at 
all to say that we have universal coveraqe and not have 
physicians and other professionals available to take care of 
people. 

There are several things that we think should be 
done. 

The first is, I want to repeat that part of the 
problem in rural America, as in underserved urban America, is 
the financial base for maintaining doctors has been 
shrinking. The number of uninsured, the number of people on 
Medicare in rural areas, is often much higher than in other 
parts of the state, and that is true in North carolina, so 
that you don't have the same financial rewards for practicing 
in a rural area and, as I pointed out, if Medicare keeps 
being cut, with the number of elderly people who live in 
rural areas, you will have even more difficulty keeping 
physicians. 

Secondly, if you can stabilize the financial base 
by having universal coverage -- which means everybody comes 
with a payment stream attached to them -- you will take a big 
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step towards eliminating some of the problems that exist 
the financial problems -- but you have to do some other 
thinCJs. 
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We want to designate certain hospitals in rural 
areas as essential community providers. They need to be 
there and they need to be given some extra funds in order to 
,keep in business so they can serve as the center for health 
care. 

We need to help medical students and other health 
care professionals pay off their loans and be able to afford 
to live in a rural area, and we have loan repayment programs 
and other financial incentives for locating in areas that are 
under served. 

We need, in both private and public health 
insurance programs, to change the way doctors are paid, which 
goes to a point I briefly made before. If you are paid on 
the basis of tests or procedures, that very much advantages 
physicians whose practice includes that primarily, whereas a 
family physician or an internist is really judged on his or 
her clinical diagnostic skills. 

Sometimes the most important thing to do for a 
patient, particularly an elderly person in a rural area, is 
to spend time with them in trying to figure out how to take 
care of that person. Under many of our health insurance 
plans, in both the private and the public sector, you don't 
get reimbursed very much for doing what i.s the job of a 
family physican. 

So we have designated five types of physicians as 
primary care physicians -- family physicians, internists, 
pediatricians, OB/GYNs, and general practitioners -- and 
we're changing the way we reimburse those particular 
physicians, so it won't be such a losing proposition to be 
one of a very few doctors. 

And then, finally, we really think that investing 
in technology will be a big advantage for rural physicians 
because, if we can solve the financing problem, if we can 
solve the facility and reimbursement problem, there is still 
the problem that many physicians today don't want to be 
isolated from their colleagues in larger areas and so if, by 
technology -- (inaudible) medicine for example -- we can 
connect physicians in Mount Olive with physicians at 
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(inaudible), that eliminates the kind of professional 
isolation that also prevents many physicians from feelinq 
confident and comfortable practicing in a rural area. 
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So all of those things are in the President's bill 
and there would be a very big difference in the number and 
quality of rural health care physicians if we were able to 
get that passed. 

Q Thank you for your support, and my friend has a 
tee-shirt for you. (Laughter.) 

Q The gentleman here (inaudible). 

Q My name is Floyd Oliver (phonetic) and I 
( in.audible) North Carolina (inaudible) the home of Hillcrest 
(inaudible) the world's best (inaudible) product. I didn't 
bring any great gifts, but (inaudible). (Laughter.) 

(Inaudible) . Yesterday the (inaudible). a story 
that indicated it was a compromise (inaudible) for health 
care legislation. The article stated that President Clinton 
would not insist on having health care insurance for every 
American if Congress agrees to phase in, in the next -- the 
program, in the next several years. 

Is there a compromise in the works to get the 
legislation passed and, if so, how will it affect the 
legislation? 

MRS. CLINTON: Well, let me just clarify what the 
newspaper said. And this is not to knock the newspaper, but 
r spend a lot of time clarifying what newspapers say. 

~~d what the President has indicated all along is 
that a phasing in of universal coverage is acceptable but it 
has to be done by a date certain and it has to be done, in 
his view, sooner instead of later. 

If that is part of the bill that is passed, then 
that is in line with what the President has ah"ays 
(inaudible). There may be some steps that have to be taken 
or goals that have to be met or approaches that can be tried 
and it all has to be within the legislation that is passed. 

And the bottom line is, still, whatever legislation 
is passed has to achieve universal coverage, but th~re are 
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many ways of getting there. And we have tried, during this 
entire debate, to be as open and forthcoming as we could 
about what we thought would work but also saying that, if 
others have better ideas to reach universal coverage, that 
was something that this Administration would consider. 
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So there's really not that much difference in what 
is being said now and what we have said for more than a year. 

Q (Inaudible) this gentleman here. Where are you 
from, sir? 

Q (Inaudible). 

Q Okay. 

Q {Inaudible). I'm (inaudible) from (inaudible), 
No~th Carolina. (Inaudible) and share your concern 
concerning health care. My question is the concern for 
Medicare and Medicaid participant~ and why Medicare 
participants were not part of the President's health care 
program. 

~s. CLINTON: Because we already have a univer~al 
system for Medicare. Everyone is eligible after a certain 
age. And, from the perspective of the Ad&'l'linistration, it 
seems more prudent to create a system for the under-65 before 
¥r"e try to in any way dramatically change the Medicare system. 

There should be some changes in Medicare, which are 
part of the Administration's proposal, but the Medicare 
system itself, we thought, was performing a very important 
function for our elderly citizens and we wanted to work on 
the under-65 first. 

so there will be some changes and there will be 
some new incentives for Medicare recipients, we hope, that 
will help keep costs down in the Medicare program, and we 
think eventually there should be a merger of the systems. But 
we can't merge Medicare into nothing. We have to have a 
system first before we can look at how that merger might 
work. 

Q (Inaudible). Is that not done in (inaudible)? 
It doesn't. consider all (inaudible} Medicare does it? 

MRS. CLINTON: ~It is a fairly comprehensive 
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percentage. I can't list out you everything that is in it 
right now but it is a fairly comprehensive listing of the 
administrative costs that are directly attributable to 
Medicare so that (inaudible) the (inaudible), the claims, the 
utilization reviews, and the like. 

Q (Inaudible) help (inaudible) fund these programs 
that the federal calls for 26 percent compared to 5 
(inaudible) health care (inaudible) 15 percent. 

MRS. CLINTON: I've never seen that. I'd be glad 
to look at it. But that is certainly not the ~esults of the 
research and analysis we have looked at. 

Q (Inaudible). 

MRS. CLINTON: I'd be happy to look at it. We have 
a wonderful North Carolina economist here who knows 
everything there is to know about the costs of these systems 
and I'd be happy to have you talk with him afterwards. 

Q (Inaudible). 

MRS. CLINTON~ One of the points that I always like 
to make about Medicare is that, in audiences I've been in -­
I won't exclude this audience !rom any of the others I've 
been in -- often, when l ask people if they know how Medicare 
is paid for, there are a surprising number who don't know. 

»ow many in this audience know how Medicare is paid 
for? 

(A show of hands.) 

MRS. CLINTON: That's -- I think that the Members 
of Congress will find that very interesting, because Medicare 
is a single-payer, government-financed, tax-paid health care 
system. It is, if you want to think about it, a Canadian 
single-payer'system for people over 65. 

And X haven't heard very many complaints about 
having it. I hear lots of complaints, about -- arguments 
about it. You know, "They didn't pay for this; they didn't 
pay tor that." But much of the debate in the last year has 
been against the government running health care; and Medicare 
is paid for by a payroll tax. It comes out of your check 
every week or every two weeks. Your employer contributes and 
you contribute and you, therefore, pay for the health care of 
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your mother or father or aunt or uncle or grandparents. 

It is important to know that, because there has 
been so much misinformed and downright inaccurate propaganda 
put out about health care and what the President's proposal 
is, because the President did not propose a single-payer 
system or a government system for health care. He proposed 
it build on the public-private system that we currently have 
for those of us who are under 65 and which is available for 
Medicare recipients by coverage over and above what Medicare 
pays for. 

But I think it's very significant that very few of 
the most well-informed people in North Carolina, just like 
every audience I've been in -- and I've been in an auditorium 
of 3,000 doctors, and I've had a doctor stand up and say to 
me, "I can't afford these government-funded health care 
systems for anybody; you're trying to (inaudible) the life 
out of me." 

And I said, "Well, do you take Medicare patients'?" 
He says, 11 Well, I sure do; what does that have to do with 
anything?" 

I said, "Well, do you know how Medicare is paid 
for?" "Well, no, but what does that have to do with 
anything?" (Laughter.) 

So then I said, "Well, how many doctors know how 
how Medicare is paid for?tt And I got about as many hands as 
I got here -- about 10 as I could best count them here. 

And then :r said: uwell, it's paid for· by a payroll 
tax. The employer pays, the employee pays. It's a single­
payer, tax-financed system that those of us who are working 
pay for to take care of people who are older." 

So I think it's important to know our facts if we 
engage in these debates and not let people, you know, get 
into a rhetorical battle that may or may not have anythinq to 
do with the real issues in front of us. 

Q Yes (inaudible} general commerce and I'm also 
the chief operating officer of our (inaudible) hospital in 
(inaudible) North Carolina, which is a 275-bed hospital 
(inaudible) provider. 
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We certainly see the patients cominq into our 
emergency department who are uninsured and (inaudible) and we 
applaud the Administration for bringing (inaudible) so that 
universal coverage will eventually (inaudible). 

one thing that you mentioned about Medicare is 
certainly we've opQrated our hospitals at 90 percent of cost 
as, I think, you indicated and I think our hospital 
{inaudible) the health care system in the country would not 
be as it is today. And, of course, you cannot operate a 
system losing money every day. 

My major question to you is, in all the debate 
(inaudible) do not hear much about rationing of health care, 
and (inaudible) looked at the (inaudible) system and talked 
about that until we get to that point in this country. And, 
as you know, in all other major countries with a single-payer 
system, that's what they're doing, is rationing health care 
by not providing certain things. 

What is the Administration's view on rationing of 
health care and how are you going to approach that in your 
plan? 

MRS. CLI:t:lTON: Let me say a couple of things about 
that. We ration health care now but we ration it on your 
capacity to pay for it. 

One of the most astonishing stat.istics that Dr. 
Koop uses whenever we speak together is that an uninsured 
person has three times more likely the chance to die from the 
same illness as an insured person. The first time he said 
that, I couldn't believe it, but I have learned never to 
question Dr. ~oop. He knows, and he gave me all of the 
research and the backup. But I was stunned by. it. 

so we ration already. I think that if we're going 
to be honest, we should admit that. And we ration, not by 
any rational means, but by who gets paid and who doesn't get 
paid and who can afford what. 

It's very difficult, in a system where people are 
left out, to talk about rationing. That is why our position 
has been, we need to achieve universal coverage so ~verybody 
is covered. 

If any of you were to lose your job, if any of you 

MORE 

Diversified Reporlinq Sarvices, Inc. 
918 16TM STREET, N.W. SUITE 803 

WASHINGTON, D.C. 20006 

(202) 2$6-2929 



JUN-22-1994 16:48 FROM D1versifiedRepor~!nggELF TO 4557805 P.12 

16 

were to all of a sudden have a (inaudible) devastating 
accident and you used up the lifetime limits on your 
insurance policy within six months to a year, and you found 
yourself among the uninsured, you would understand very 
clearly what it is like to be on the other side of that line. 

so, from our perspective, until everybody is 
covered, we cannot fairly talk about rationing service. We 
do, at some point, need to become more efficient and we 
absolutely thirtk efficiency in our health care system is a 
much better goal than having to invoke some kind of 
rationing. 

Let me just give you a few quick examples: 

If we had an efficient system for delivering 
prenatal care to pregnant women in our country, we would save 
a lot of money. 

If we had an efficient system for analyzing the 
relative cost and outcomes of various procedures, we would 
end up saving money. The state of Pennsylvania has done 
this. They have taken every coronary bypass that is 
performed in Pennsylvania, they have seen how much it costs, 
what the complications were, whether the patients died, and 
~hey have (inaudible) every hospital. 

And guess what? The cost runs from about $20,000 
in some hospitals to $80,000 in other hospitals, for the same 
operation on the same kind of patient. There is no 
difference in outcome. In fact, there is some argument that 
those on the slightly m~dium end of the scale are actually 
more efficient. 

we could perform more bypass surgery if more people 
were performing closer to the 20s than closer to so, but 
there's no incentive in our system for a hospital to bQ able 
to get that done. 

So, from our perspective, we don't need to talk 
about rationing, other than to recognize we already do it for 
financial reasons, but we do need to get everybody covered 
and then begih to squeeze the system so that it becomes more 
efficient. 

Whenever we talk about that somebody always says, 
"Well, that means, then, we won't get the quality of care 
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services in different parts of the country. 
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For example, there is no rational reason in the 
world why the same surgery costs three times more in Miami, 
Florida than it does in Minneapolis, Minnes9ta or why a 
hospital stay in New Haven, Connecticut is one-half the cost 
as the same hospital stay for the same illness in Boston, 
Massachusetts. 

There are system problem that can be solved, and 
that's ~hat we want. We want to start getting the health 
care we deserve to have but at a more cost-effective rate 
than what we're currently paying for, and we don't think that 
will diminish quality but, in fact, will spread the benefits 
of health care much more broadly and save us money because 
more people will get preventive care early. 

Q I'm Lewis carroll (phonetic) from (inaudible) 
Chamber of Commerce (inaudible) foothills of (inaudible) and 
it's a rural are~. Our people are basically farmers or 
tobacco farmers. 

We are all very excited about what you and 
President Clinton are doing (inaudible) this country 
(inaudible) financial base and what's being done with health 
care. We have great concern that tobacco has been the only 
sin that's been identified so far is helping pay for this. 

Now, we want to help pay our share but my question 
is do you think there will be some other sins identified to 
share some of this burden? (Laughter.) 

MRS. CLINTON: It would be great if we could tax 
all of them. (Laughter.) 

We are very sensitive to the, not only economic, 
but, really, cultural concerns surrounding tobacco in a state 
like North Carolina, and there are Members of Congress who 
are here, I can assure you, who are ve=y vigilant in trying 
to make very clear the economic impact that .singling out 
tobacco would have. There is a lot of discussion going on, 
particularly in the Hour of Representatives, led by Members 
who are present here, to try to make sure that tobacco is 
treated fairly. 
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I don't think the Administration really would rule 
out taxing anything else that people thought was appropriate 
that could be taxed if there was the kind of support for it 
and relationship to health carQ reform that seems to be 
targeted now only on tobacco. I believe that is what the 
House·Ways and Means Committee and others are struggling with 
right now. 

So I know that many of you have a deep interest in 
this and we want to be very sensitive to what your legitimate 
concerns are. We have obviously health care concerns about 
tobacco that we think fairly suggest that tobacco is a tarqet 
for some revenue but how that all plays out is something that 
we're really watching no'W as it's worked out in Congress. 

But we have no problem with whatever the outcome or 
the remedies might be that the Congress (inaudible). 

Q (Inaudible). (Applause.) 

I think that that (inaudible) has to be at another 
meeting and we want to thank you for (inaudible), and I think 
people are obviously impressed with (inaudible) questions 
(inaudible) warn you about asking quest.ions because they 
would be (inaudible). (Laughter.) 

I want to thank you for coming and being with us 
and (inaudible). {Applause.) 

(End of tape.) 

* * * * * 
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