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MRS. CLINT@N I appre01ate your putting this issue
into such a broad context which 1t certainly deserves to
have, and what I hope we can do this afternoon during the time
that I am with you 1s to focus on |several aspects of health
care reform and to try to envision the various paths that lie
before us and the ch01ces we havelto make in light of the
options currently belng con31dered in Congress and then to
perhaps discuss in the question and answer period any concerns
or suggestions that you might have that you believe should be
considered and added|to this process.

As Mr. Frank said, this|is an effort that has been
culminating in a lot|of attention |and activity this year but
which has a very long ‘history. We could go back and loock even
before Franklin Roosevelt but cegtalnly starting with him, at
efforts to try to create a more unlform, comprehensive health
care system, and we can see how at every step along the way,
instead of dealing comprehen51vely, we have made incremental
changes that have in|some respects not only unintended
consequences but exacerbated the underlylng problems that they
were meant to resolve.

It is certainly clear to those of you in this room
who have followed thlS debate that because everyone has some
experlence with health care, everyone has a very strong
opinion about what should or should not be done, and there is
a very difficult tash in trylng to forge a consensus in the
face of so many competing opinions. But I think there are
several major areas where at least if one is addressing the
issue in good faith, ]there is a clear consensus that we
should keep in mind as we move forward with the reform effort.

The first 1s that health care reform is essential
for the long-term economlc well- belng of our economy both in
the public and the prlvate sectors That sounds like a
s1mp11stlc self- ev1dent statement but it is one of the
hardest issues to convey effectlvely to Americans, whether
they sit on Capitol Hlll or on Main Street.
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It is dlfflcult for people to grasp what it means
for the rest of the economy that now nearly 15 percent of GDP
is spent on health cere It is difficult for people to
understand why in the face of the11993 Budget Act, which will
finally produce for the third tlme in a row a reductlon in the
deficit, and that has only happened once since Harry Truman
-- namely, under this President -+ why the downward trend in
the deficit will be short-lived. in the absence of
comprehen51ve healthlcare reform.
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So, the economic stakes|in health care reform need
to be understood and|explained clearly, and then one can make
whatever decision one, chooses. There are those who benefit
from 15 percent of DDP spent on health care. There are those
who don’t believe thet the def1c1t going down is important for
sustained economic recovery and long-term job prospects. But
I think the bulk of oplnlon is on|the other side with respect
to those two issues.| So, the economic stakes in this debate
are ones that we should acknowledge and deal with honestly,
although they are difficult to convey and to discuss with

large numbers of people

: Secondly, the level of information and understanding
about how the health|care system currently functions is .
extremely low among de0151on makers as well as citizens, and I-
don’t think you can even 1maglne,]those of you who deal with
this on a daily ba51s from a position of expertise, how low
that understanding 1s, and I will|just give you one example.

In every large group in|which I have appeared for
the last several months I have trled to answer questions
about how the systen functlons %nd often in response to
people’s questions I|will ask them a guestion. I will ask
them if they know how Medicare islpaid for. And rarely, no
matter what the group is, no matter how large, or what the
particular subject that brought them together is, there are
not more than 10 hands that go up

I had the same experlenee over and over again, as
recently as yesterday, when I spoke to 450 business leaders
from North Carolina.! And I said,|"Well, how many of you know
how Medicare is paid| for?" And llterally there were not 10
hands that went up. |And I then sald "Well, do you know what
FICA is? Do you ever. look at your pay stub on your check, or
what you do for your employees°"“

' So, I cannot stress how|difficult the task is in
crafting reform of a|system that people don’t understand to
start with, and it has been one of the great challenges that
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thls Administration and members of Congress as well as leaders .
in the areas that you are involved in have confronted.

Thirdly, in’ the struggle for health care reform,
partlcularly as it shapes up in the Congress, the trees are
always easier to discuss than the|forest, and so the trees
become an excuse for|discussion and a route to paralysis.’
That is what has usually happened[when we have tackled health
care reform in the past and it 1is one of the great challenges

" we confront now. \

The overall issues of how we reform the system or
what changes need to|be made are certalnly ones that have to
be discussed and delved into in detall but they give people
headaches, and it 1s]hard work, and it is difficult because
there are no easy political 100- percent answers. And so,
instead of trying to}plece together the comprehensive reform,
people go off on certaln tangents.

And many of the groups whom you represent or whom
you invest in have been in and out of the various offices on
the Hill or in the Admlnlstratlon and have said, "Well, we're
90 percent for reform ‘We know that’s the rlght thing to do.
But this 10 percent plece has to be fixed this particular way
or we can’t support reform at all * So there’s an incredible
sense of dispute -- dleputlng g01ng on in the very effort to
get health care reform because of |the anxiety of many groups .
- about whether or not|they will get their particular piece done
exactly as they want|even though they agree with the general

direction. I

Fourthly, one of the great problems in our health
care system is there|is no reward}for efficiency and there is
no means for altering the 1ncent1ves and the disincentives
that currently drive, the flnan01ng of the system. If there
were, there would be! many more Mayo Clinics and many more
efficient HMOs today|, even though|the trends are picking up,
than there -- than there are, but there have been no real
incentives. for people to reorganlzed care dlfferently

And if reform fails, there will still be no real
incentive. Every time serious reform has been introduced,
. whether you look at the Nixon blll or Carter’s efforts, there
was an immediate reactlon by the market Rates went down.
Prices went down. People made efforts to become efficient.
And as soon as the pressure was off and the incentives didn‘t
change, it was back to the status quo ante.

Now, that &s in the interests of some, but it is not
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in the interest elther of many of
efficient health care dellvery nor,

public interest, but
the face of reform,

1y
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the current trends for more
I would argue, in the
that is the. hlstory of what happens in

whlch is why the recent decreases in price

escalation and many of the moves on the part of HMOs and other

entities to merge and become more
every tendency to co?tinue on its

efficient some would say has

own.
!

I would aréue that in the absence of reform and in

the absence of pressure, the incer
and that that will not
the same pace that 1t‘has in the

direction,

Finaily,
beyond the economic,
to that.

itives are still in the wrong
be a trend that continues at
last two to three years.

thls is an 1ssue that has ramifications

and I was pleased that Mr. Frank alluded

But because I believe that issues of social justice

and pOlltlcal grldlock and questlons of community ethics are

also economic in the
functioning citizenry
political structures
economic growth that

sense that, a]more productive, better
/and more effectlve community and
will contlnue to support the kind of
we want to take for granted in our-

country, they are also related.

And so when we talk about the, if you will,
noneconomic functlons of health care reform, we are also very
- mindful of how we belleve that creatlng a more just allocation
or access to health care resources provides security for every
American so that there can be 1ncreased job mobility, there
can be increased entrepreneurlal act1v1ty, there can be more
of a willingness to engage in productlve work by people who
are currently on wel?are with health benefits that are not
available to low- wage workers, there are many economic
consequences of attemptlng to deal with what superficially are
often viewed as only|social or polltlcal issues.

So with those comments, I’1l stop and be glad to
answer any of your qﬁestions

If anyone has any more questions to be collected,
hold them" up, and we will (1naud1ble)

Our first questlon comes from Joe Higgins (phonetic)
of Swiss Re (phonetlc) Advisors, and this is one of several
guestions that we received on this topic. The question as he
phrased it is, would|soft or hard|trigger provisions in -- in
the legislation satisfy President|Clinton’s desire for
universal coverage? And I would ask that -- what is your
assessment of whether i the votes are (inaudible)?
1

Q
by the way,
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MS. CLINTON: Well, I don’t like the term "soft or
hard trigger" because 'nobody can tell me what it means. 1It’s
an excuse for, you know a conversation that should occur, and
it is hardly as yet an analytlcal!concept But if you're
going to use the word "trigger", then I would say you say
triggers that work, and triggers that work have to be triggers
that result in unlvefsal coverage by a date certaln.

And if such itriggers can be de51gned and the
legislation can embody them, then‘that meets the President’s
"bottom line of achleylng unlversal coverage. But if they are
an excuse for once again postponlng the inevitable and
‘refusing to deal w1th the hard cholces that health care reform
.presents, then they’ Fe not acceptable, whether they are hard
soft, or, you know, medium well done. They’re just bad.

Q The 'second half of the question being your sense
of whether there would be Congressional support.

MRS. CLINT@N Nobody has yet written in leglslatlve
language what a trlgger is, so nobody knows whether there is
support for it. I mean, lt'S very easy to throw around these
phrases. It’s very hard to come up with legislative language
that describes what that trigger is, and there are many
intermediate problems with such a|trigger design that have to
.be dealt with. ,

For example, what happens during the transition? If
there is a trigger w1th a date certaln that triggers an
employer mandate, what happens durlnq the transition? Are
existing employers to be frozen in plaoe and told they cannot
drop health benefltsl ‘or are they|going to be permitted to be
able to drop health benef1ts° I mean, there. are lots of
questions. : - ' ’

i

That’s just one of many | that have to be analyzed
and then you will have to cost out, insofar as that is
possible, what the 1mp11catlons of the transition would be.
And one of the serlous issues of any kind of trigger is what’s
the subsidy level, for how long, for how many will people be
subsidized until at what p01nt would a trigger be pulled, and
then there’s the obv1ous issue about how it’s pulled, and if
it requires addltlonal leglslatlve actlon how can anyone be

sure that that will be taken?

And so then: there s all|kinds of issues about is it
a fast track processI is it a base closing process, but until
somebody shows us some leglslatlve language, this is-all very
abstract, and it would be nice to|have the people that are
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reads, the President
an approach to reduc
this is through nego
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concerned that they

other managed care o
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they serve, because

and I think that if
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network until or unl
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provider should be al
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provider? One is wi
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e to go to the test of puttlng it down and

like and then having it costed before

1‘questlon here comes from Sam Nevin
Cyproth (phonetlc) Company. The question
has spoken favorably of managed care as

e health care|inflation. One way to do
tiated volume|discounts with providers.
naged care plans are able to negotiate
chose the most cost- effective providers if
thelr provider networks the unwilling

ON: Well, I Fhink "willing provider" can
way as w1111ng to accept the -- the

t we have found is, the main objection to
j

of managed care entltles toward providers
et seem to be| other factors at work

or not someone is permitted to be a member
ed care institution.

e many mlnorlty physicians are very

gre being, in| effect, redlined by HMOs and

rganlzatlons, and they believe that they

ecause of the| neighborhoods in which they

use of the morbldlty of the patients whom

of the hospltals that they use to admit,

you’'re a w1111ng provider, willing to take

that’s been negotlated for whatever, that

to your belng able to be part of that

ess you do. something that disqualifies

know that w1&11ng provider means you
people who aren t willing to take the
k, but if they are, then I think willing
guide for who you let into your network.

there two pieces to being a willing
llingness to accept the reimbursement, and
practlce medlClne efficiently? We had
from one of the speakers who showed that

certain physicians traditionally ordered to take too many

tests. ‘Do you think
should be allowed to

MRS. CLINT

would start with some kind of,

that any w1la1ng provider legislation
exclude the less efficient providers?
not start with exclusion. I
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I would
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repositioning of hea
what it means to be
most physicians. We
textile manufacturin
turned out or as man
by that.

lth care prov1ders so that they understand
efficient. We have no track record for
‘have paid them like they were piecework

9 employees, and as many shirts as they

y tests as they prescribed, they were paid

And I think it’s very difficult to go cold turkey,

if you will,
fee for service reim
could no longer do e
rewarded for all of

network as an obliga]
try to help retrain

there be changes in

development of clini
would hold providers
any patient might de

So it is a
be a great mistake,
discrimination again
physicians if all of
basis of statistical
- given a chance to ch
are more able to pra
achieve.

The only o
least in some of the

and say‘

to provxderslwho have been living by the
bursement system all of a sudden that they
xactly what they were doing that was

these years. |So I think (inaudible)

tion to work w1th physicians, to begin to
them if you w1ll It ‘also requires that
the malpractlre ‘laws and that there be the
cal guidelines and other standards that
harmless for| not ordering every test that
mand . :

i
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much bigger issue, but I think it would
and I think it would result in

st underserved populations and minority’
a sudden peoble were excluded on the
analyses of efflclency without  being
ange their practice styles so that they
ctice in ways| that you’re trying to

e

w3

ther point I would make is, very often, at

tests, the analyses that I’ve looked at,

there is a very strong argument that could be made to undercut
some of the conclu519ns drawn about numbers of tests and
efficiency of service!/ based on the patient load. If you are

practicing in an urban area with a much higher rate of AIDS or

other kinds of seriﬂ

insured, where they d

is often the case yd

your door than you w

.And I belll
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the best way to get
tighten efficiency,
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with physicians and
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ave, :

us illnesses,
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eve that we
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!
'

MORE




(phonetic), (inaudible) Investment Advisors. What is it going
to take to move Medi?are recipien?s into managed care? Does
the Administration view managed care as a desirable vehicle
for controlling Medicare spend1ng7 And also, is this
something that -- if it is de51rable to move these people into
managed care, is it somethlng that can be accomplished, given
the strength of the open monopoly’

"MRS. CLINTON Well, I thlnk you can have incentives
for managed care in the Medlcare system which is what we are
proposing. I don’t thlnk polltlcally you can move every
Medicare recipient into managed care. For one thing, you
don’t have managed care in the majorlty of Congressional
districts yet in thlS country except in a very rudimentary
way. It is still heav1ly reglonallzed and there are great
parts of our ceuntry‘where, you know, managed care sounds like
it’s something from the Gulags to the people who are
practicing medicine and our patlents there, so it’s going to
take some time and some exposure and some experience.

But, vyes, I thlnk you cpuld have incentives in the"
Medicare program, and  you should have incentives, incentives
~like being able to keep your manaéed care contracts as you
move into Medicare, when you reach Medicare eligibility, :
incentives ' like perhaps more prescription drug availability or
discounts if you’re |[in a managed care setting. I mean, there

are a number of ways of encouragi but
there are neither the' votes nor t
whole cloth move Medlicare recipie]

That is somethlng we wo
time. We think it is in the best
recipient as well aslthe Medicare
we stop and look at the way Medic
reason that we are not .able to de
as we would like to |is not only t
but the way that Medicare reimbur
does not reward efficiency.

It, in effect, rewards
your costs, the more of a reimbur
your costs, the less in many inst

even trying

nt into manag
sement occurs
icare recipie

President’s approach
have a lot of moveme
way Medicare reimbuﬂ
populations. like Med
there’s a reward foﬁ
more fee for service
rewarded for their inefficiency.
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- . People act as though there’s goin

Q The next questlon is
*(phonetlc) of Invesco (phonetic)

of Ameringo {phonetlc) Investment
relates to the financing of new m
question is, what do|you anticipa
market’s willingness| to finance n
cap rate of return environment, a
going to be the ablllty of health
research on breakthrough products
system?

MRS. CLINTON: Well, I
any more than anybody at this mom
durlng 1993 there was a great con
and in the medical-: technology com
was drying up and atfleast by yea
venture capital 1nvestments had ‘gt
don’t know that any of us can giv
prediction about that.
at, though, i
mean,
to be spendl
number of ye
ng into what
to be investi

I think th
outlook is good. I
-- we're still going
percent of GDP for a
going to start cutti
We're actually going
care.

: |
If you bring the 40 mil
care and require them to pay, whi
" do, along with the1$ employers, Yy
increase in the money comlng into

|

.also going to have large increase

drug benefit and a long-term bene
sectors. So I just |-- you know,

that we’re going to |start headinj
percent in the next |[five years wh
are that we’re g01ng to continue
even too much, but nevertheless q
a half percent and then hopefully,

asked by John Schroeder

and Bill Slattery (phonetic)
Advisors. The question
edical technologies. The

te will be the capltal

ew technologles in a price

nd also, what do you think is
care companies to fund

in a reformed health care

don’t know the answer to that
ent does. I know that all
cern in the biotech community
munity that venture capital

r end the reports that I saw
one up- 23 percent. So I

e you ~= any one of us -- a

t seems to me that the

the relmbursement levels are
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we spend on health care
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lion uninsured into health
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ou’re going to have a huge
the premium system. You’re
s if you get a prescription
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I don’t understand this.
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en, in fact, our projections
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certainly more than enough money to go
nvested, and we would also hope that as we
delivery, that money in health care would
ted in researich and in other kinds of
hroughs, and |that’s something else that we
s bill, where we actually
those two areas.
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Q An edit

[_

orlal in today = Wall Street Journal

mentions that both conservatlve Newt Glngrlch ‘and liberal John

Dlngell are suggesti

important that it should first be

form of a national r

health care reform is so
taken to the voters in the
What is your opinion of this?

ng that major

]
eferendum

This was asked by Scott McDowell (phonetlc)

MRS.

on that page of the
that there are those
reform or we can’‘t d

have an election about it.

about . it. It was th
But if the
election about it, Iy
despite what is obv1
the part of people a
there is still great
happen, and I think

of the Congress not to deliver he

: I also beli
opponents of health
elections, because 1
.very complicated deb
understand very clea
posed in the followi
Congress,
your tax dollars thr
federal government d
care insurance?

I think th
terms.
election,

way it will turn out|

Q ThlS ne:

CLINTQN
the Wall Street Journal

I don’t read the edltorlal page of
And I rarely believe anything I read
Wwall Streét Journal So I (inaudible)
who say we shouldn’t do health care :
o health care]reform that we ought to go
I thlnk there was an election

e 1992 Pre81dent1al election.

re are those who thlnk we need another
thlnk they are wrong. I think that

ously some bew1lderment or confusion on
bout the detalls of health care reform,
expectation that health care reform will:
it would be a|great disservice on the part
alth care reform.

aeve it would be very difficult for
care reform to go to the November

don’t think that this, at bottom, is a
ate. I think| that most Americans would
Fly if the health care reform message were
ng way: - Why 1s it that members of

who have guaranteed health insurance paid for by

Pugh an employer mandate delivered by the
on’t want you| to have guaranteed health

at’s very understandable in political

So I don’t thlnk there w111 have to be another
but if there is,”

I don’t have any doubt about the
That'’s what people want to have happen.

xt question, I think, is a good follow-on.

It comes from Scott Engstrom (phonetlc) of Franklin Templeton

Funds. He asks, it
is in favor of "heal
Administration wante
passed very quickly.
perspective that you
.period in history in
radical change? 1Is
reform?.

'seems clear that everyone on Capitol Hill

th care reform" and that if the

d to compromlse, some legislation could be
"Is the danger of that approach from your

may be giving up a mandate at a specific

which you may be able to effectuate

it now or never for massive health care
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MRS. CLINT

if there is not health care reform this year,

. whatever reason, the
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believe that by the
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And regardless
&l be such a
sue that even
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: and if, for
sn’t pass health care reform,
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3 :
There are many ways to compromise health care

reform, and I don’t phlnk that the President could have been.

clearer in every pub&lc statement he has made that he has one

bottom line.

he has basically told the Congress,
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at the end of the
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into legislation are
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what people come back with.

~ It’s very difficult to
stand up and say thi
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take a walk on you because they C
into legislative language,
that we’re confronting as we try
an effective compromise so long a
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legislative
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the likelihood that the tax deduc
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MRS. CLINTON: Well,
be limits when hea]th care reform
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what we proposed is that there
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Eal support for capping benefits at this

t‘question comes from Bea Cleather
n’ Hancock Advﬁ

sors. What role will tort

? How important is it to the

it is importaht to the
several policy changes that
coming up

with clinical guideljines that wou
harmless. if they were to follow t
would like to see more use of alt
and arbitration.

|

screening cases before they got 1nto court,
or some other kind of qualification

E

- certificate of merit
hurdle that you woul
limit attorneys’ fee

The one piepeqthat many

hose guldellnes.
ernative dispute resolution

d have to overcome.

1d, in effect, hold doctors

We also

We would like to see some mechanism for

whether it be a

And we would like to

people talk about which we

did not include in our legislation was to cap noneconomic

damages,
really is the prov1ﬂce of the sta
federalize the enthe tort systen,
get through the Cong ess

i .
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and we didn’t for two reasons,
Fes,

one, because this -
and unless you want to
which is very difficult to

then th%t should be left to the


http:limitetl.to

states, and many sta
all kinds of limits,
California or any ot

And the se

tes are actin
whether it’s
her. .

cond reason w

reform as an important part but n

people have argued.
doctors and lawyers,

We literally
anybody else

g on their own. There are
the 250,000 limit in

as because we viewed tort
ot as big.a factor as many
read every study done by
on the outside, and, you

might possibly have some
cost, and it is just a
u’‘re going to eliminate the
Bpplng non-econonic . damages.
and we’ve laid out what we

"know, maybe on the quter limit it
impact on around 2 qercent of the
-= it’s a red herrlng to think yo
1neff1c1en01es in our system by c
So we do believe 1t‘s:1mp0rtant

think would work. - .

stion. . This comes from Tom

Senator Moynihan has.
gets for the premium cap.
is, and do you have an

Q This is the last que
Gallagher (phonetic)| to my right.
proposed substitutiqg premium tar
Have you had a chance to study thii
oplnlon on it? ,

ON: Again, I haven’t seen any legislative
language on it so I don't know exactly what targets mean as
opposed to caps or how targets would be enforced, but, again,
we don’t rule anythﬂng out. I mean if you have targets that
actually are targets, and not coﬁstantly moving targets, that
seems like a, you know, workable alternative if it can be
structured correctty But that’s| one of the things that the
Finance Committee is worklng on right now, trying to actually
put into leglslatlvé language these various ideas that have
been discussed in thelr meetings [thus far.

. MRS. CLINT

|

But one ogéthe biggest |-- two of the problems we
have, one, which I referred to several times already, which is
that it’s difficult to react to ﬂrqposals that are not put in
the legislative language and you |cannot then cost them out.
And that is somethiﬁg that we’re |[going to have to continue to
work with members og Congress on, and we have a particular
difficulty because everything hag to be costed by the
Congressional Budget Office, which is terribly overworked.

So, trying to get something in legislative language and get it
costed takes more time than one would want.

- And the S%COHd big problem is the perpetuation of a
lot of the myths that people seen to take as gospel about
health care reform, which I’m sure you run into, and one of
the people who is here asked me to respond to this idea that
doctors and patlents would be thrown into jail if they
--. if the doctor prov1ded a service to a patient that wasn’t
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there’s a con31derahle amount of

‘which makes your job more difficu

in the benefits package, something like that.

somebody’s runnlng for lieutenant

basing her campaign on that .claim.

And so I sa@d I would r
The reality is =-- tHe'myth is thﬂ
can’t pay their docqors directly
Sing Sing if they do.” And the rel
read the bill, is tﬂat individual
for any medlcal serviice. There i
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Apparently
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espond to it before I "left.

t individual -- individuals
and that they will be sent to
allty, if anybody’s actually
s can spend their own money

s nothing that prohibits

no limit on additional service =-- I mean,

additional insurance. Individualls can spend as much as they

insurance. package that they wish
package. .

Now, what |1s forbidden
and that is lying to'your insuran
that was done for you so that if,
cosmetic surgery is [not covered,
surgery but colludes with his doc
that it was. medlcalﬂy necessary a
the benefits packaga, that is fra
today, that could subject the doc

- .criminal penalties. | And, in fact

in our 1eglslat10n because there’

But that 1s just one of
gets a life of its own which furt

information to make |good investme
that as we move through the next
attention will- realﬂy become rive
that the level of knowledge and’ il
dramatically. And q appreciate t!
with you to talk with you about s
to share with you, and thank you

(End of qﬁéstions.y
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her confuses the picture,

1t trying to sort through .
nt decisions. But I believe
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ted on this, and because of
nformation w1ll go up
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