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TO LEHMAN' BROTHERS HEALTH CORPORATION 
. I ' J .. . 
MRS. CLINT0N: I apprec~ate your putt1ng th1s 1ssue 

into such a broad co~text, which it certainly deserves to 
have, and what I hop~ we can do this afternoon during the time 
that I am with you i~ to focus onlseveralaspects of health 
care reform and to tty to envision the various paths that lie 
before us and the ch~ices we have Ito make in light of the 
options durrently beirig considered in Congress and then to 
perhaps discuss in the question artd answer period any concerns 
or suggestions that you might hav~ that you believe should be 
cOI1sidered and added Ito this procJss. , 

As Mr. Frank said, this is an effort that has been 
culminating in a lotlof attention and activity this year but 
which has a very long history. We could go back and look even 
before Franklin Roosevelt, but ce~tainly starting with him, at 
efforts to try to cr~ate a more urtiform, comprehensive health 

I I care system, and we ean see how at every step along the way, 
instead of dealing c6mprehensively, we have made incremental 
changes that have in I Some respects not only unintended 
consequences but exaeerbated the Jnderlying problems that they 
were meant to resolv~. I 

It is certJ~nlY clear t~ those of you in this room 
who have followed this debate that because everyone has some 
experience with health care, everyone has a very strong 
opinion about what should or should not be done, and there is 
a very difficult task in trying td forge a consensus in the 
face of so many comp~ting opinionJ. But I think there are 
several major areas *here at leas~ if one is addressing the 
issue in good faith, I~here is a clear consensus that we 
should keep in mind as we move fo~ward, with the reform effort. 

I ' I 
The first is that health care reform is essential 

for the long-term ec6nomic well-bJing of our economy both in 
the public and the ptivate sectorJ. That sounds like a 
simplistic, self-evident statement, but it is one of the 
hardest issues to cortvey effectiv~IY to Americans, whether 
they sit on Capitol jill or on Main Street. 
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It is difficult for people to grasp what it means 
for the rest of the ~conomy that ~ow nearly 15 percent of GOP 
is spent on health c~re. It is difficult for people to 
understand why in th~,face of thel1993 Budget Act, which will 
finally produce for the third time in a row a reduction in the 
deficit, and, that ha~ only happen~d once since Harry Truman 
-- namely, under thi~,president -+ why the downward trend in 
the deficit will be ~hort-livedin the absence of 
comprehensive health1care reform. ' 

so, the ecb~omic stakes in health care reform need 
to be understood andlexPlained clearly, and then one can make 
whatever decision one;chooses. T~ereare those who benefit 

I,I .
from 15 percent of OOP spent on health care. There are those 
who don't believe th~t the deficit going down is important for 
sustained economic r~covery and l~ng-term job prospects. But 
I think the bulk of bpinion is onlthe other side with respect 
to thos~ two issues. I So, the eco,omic stakes in this debate 
are one~ that we sho~ld acknowledge and deal with honestly, 
although they are difficult to convey and to discuss with 
large numbers of peo~le. I 

I ' , 
. secondly, the level of information and understanding 

about how the healthlcare system burrently functions is . 
extremely low among decision-makers as well as citizens, and I 
d9n't think you can ~ven imagine, Ithose of you who deal with 
this on a daily basi~:from a position of expertise, how low 
that understanding i~, and I will just give you one example. , 

In every l~~ge 'group in which I have appeared for 
the last several montQs, I have tried to answer questions 
about how the systeml functions. And often in response to 
people's questions I will ask the~ a question. 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 
ncit more than 10 han~s that go upl 

I had the lame experienbe over and over again, as 
recently as yesterda~, when I sPok11e to 450 business leaders 
from North Carolina. I ,And I said, "Well, how many of you know 
how Medicare is paid for?" And literally there were not 10 

, I •
hands that went up. And I then sald, "Well, do you know what , , I . 
FICA is? Do you ever: look at your pay stub on your check, or 
what you do for yoUrl~mpIOyeeS?"" '. . . 

. So, I cannot stress how difficult the task is in 
crafting retorm of alsystem that ~eople don't understand to 
start with, and it has been one of the great" challenges that 
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this Administration aJd members of Congress as well as leaders 
in the areas' that yo~ are involved in have confronted. 

h · d I .I! the t rugg I I f or h I th care f orm, 'T 1r y, 1~' s e ea re 
particularly as it sfuapes up {n the Congress, the trees are 
always easier to dis~uss than the Iforest, and so the trees 
become an excuse fori discussion and a route to paralysis.' 
That is what has usually happenedlwhen we have tackled health 
care reform in the P~9t, and it is one of the great challenges 
we confront now. r I . I. , 

The overall:issues of hmw we reform the system or 
what changes need tolbe made are 6ertainly ones that have to 
be discussed and delved into in d~tail, but they give people 
headaches, and it islhard work, a*d it is difficult because 
there are no easy political lOa-percent answers. And so, 
instead of trying tol~iece togeth~r the comprehensive reform, 
people go off on certain tangents! 

I ' I' 
And many of:the groups whom you represent or whom 

you invest in have bken in and out of the various offices on 
the Hill or in the A~l1'inistrationland have s<;tid, "W~ll, we're 
90 percent for reform~We knowtfuat's the r1ght th1ng to do. 
But this 10 percent piece has to be fixed this particular way 
or we can't support ~~form at all!" So there's an incredible 
sense of dispute -- disputing goiAg on in the very effort to 
get health care reform because oflthe 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 sy~tem is therelis no reward I for efficiency and there is 
no means for altering'the incentives and the disincentives 
that currently drivel'the financin~ of the system. If there 
were, there would be many more Mayo Clinics and many more 
efficient HMOs tOday~ 'even though I the trends are picking up, 
than there -- than there are, but there have been no real 
incentives for peopl~ to reorg~nized care differently. 

And if refl~m fails, thlre will still be no real 
incentive. Every ti~e serious reform has been introduced, 
whether you look at the Nixon bill or Carter's efforts, there 
was an immediate reabtion by the ~arket. Rates went down. 
Prices went down. p~ople made efforts to become efficient. 
And as soon as the pr~ssure was off and the incentives didn't 
change, it was back to the statuslquO ante.

I ' 
NOW, that ~s in the interests of some, but it is not 

I 
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in the interest either of many of the current trends for more 
efficient healthcar~:delivery nor,. I would argue, in the 
public interest, butlthat is the history of what happens in 
the face of reform, which is why the recent decreases in price 
escalation and many bf the moves bn the part of HMOs and other 
entities to merge and become more efficient some would say has 
every tendency to co~tinue on its own. 

I I 

I would ar~ue that in the absence of reform and in 
~he absence of press*ie, the inceiltives are still in the wrong 
direction, and that that will not be a trend that continues at 
the same pace that it 

j 

has in the last two to three years. 

, 1'1 t 1;, ,I h h . f . ,F1na y, ~11S 1S an 1ssue t at as ram1 1cat10ns 
beyond the economic,land I was pl~ased that Mr. Frank, alluded 
to that. But because 'I believe tfiat issues of social justice 
and political gridlobk and questibnsof community ethics are 
also economic in thel~ense that, a Imore productive,bette~ 
functioning citizenry:and more effective community and 
political structureslWill'continu~ to support the kind of 
economic growth that ~e want to t~ke for granted in our 
country, they are alSO, related., ,I 

1 ' ' ,

And so when:we talk about the, if you will, 
noneconomic function~:of health c~re reform, we are also very

• I • . I •. • •
m1ndful of how we belleve that creat1ng a more Just allocatlon 
or access to health bare resource~ provides security for every 
American so that there can be increased job mobility, there 
can be increased entrepreneurial ~ctivity, there can be more 
of a willingness to ~ngage in productive work by people who 
are currently on welfare with heaith benefits that are not 
available to low-wag~'workers, th~re are many economic 
consequences of atte~pting to deat with what superficially are 
often viewed as onlylsocial or political issues. 

So with those comments, I'll stop and be glad to 
answer any of your q~estions. 

Q If anyo~e has any more questions to be collected, 
by the way, hold them'up, and we will (inaudible). 

' t I:, ,I f ,. (h' t')Our f 1rs questlon comes rom Joe H1gg1ns pone 1C 
of Swiss Re (phonetic) Advisors, ~nd this is one of several 
questions that we reb~ived on thi~ topic. The question as he 
phrased it is, WOUld, 1 s,oft or hard Itr igger provis ions in -- in 
the legislation satisfy President Clinton's desire for 
universal coverage? lAnd I would ask that -- what is your 
assessment of whetherlthevotes are (inaudible)? 
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MS. CLINTON: Well, I d0n't'like the term "soft or 
hard trigger" becaus~:nobody ca~ tell, me what it means. It's 
an excuse for, you khow, a conversation that should occur, and 
it is hardly as yet ~n analytical Iconcept. But if you're 
going to use the word'IItrigger", then I would say you say 
triggers that work, ~nd triggers that work have to be triggers 
that result in tinivet~al coveragelbY a date certain. , 

And if such ,triggers cam be designed and the ' , 

legislation can embody them, thenlthat meets the President's 


'bottom line ofachie~ing universal covera~e. But if they are 
an excuse for once again postponi*g the inevitable and 
refusing to deal with the hard ch0ices that health care reform 

.presents , then theY'~e not acceptAble, whether they are hard, 
soft, or, you know, ~edium well d6ne. They're just bad. 

Q The 'secbnd 
, 

half' of t~e
I 

question being your sense 
. 

of whether there would be Congressional support. 

MRS. CLINTbN: Nobody hl$ yet written in legislative 
language what a trigger is, so nobody knows whether there is 
support for it. I m~an, it's ver} easy to throw around these 
phrases. It's very ~ard to come *p with legislative language 
that describes what that trigger is, and there are many 
intermediate pr9blem~ with ,such a trigger design that have to 
be dealt with. ,I . 

For exampl~, what happe,s during the transition? If 
there is a trigger with a date certain that triggers an 
employer mandate, wh~~ happens duiing the transition? Are 
existing e~ployer~ tb.ibe frozen irl p~ace and told ~hey cannot 
drop health beneflts1 :or are they gOlng to be perm1tted to be 
able to drop health benefits? I mean, there:are lots of 
quest ions. "I ; , , ,. " 

That's justione of many that have to be analyzed, 
and then you will ha~e to cost out, insofar as that is ' 
possible, what the ikplications of the transition would be. 
And one of the serio*s issues of +ny kind of trig~er is what's 
the subsidy level, for how long, for how many will people be 
subsidized until at o/hat point wo~ld a trigger be pulled, and 
then there's the obvious issue ab6ut how it's pulled, and if 
it requires addition~l legislativ~ action, how can anyone be 
sure that that will be taken? ' ' , 

And so issues about is itthe~;there'S all kinds of 
a fast track proce!?s~ is it a base closing process, but until 
somebody shows us some legislativ~ language, this is'all very 
abstract, and it would be nice to have the people that are 
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talking about it have:to go to the test of putting it down and 
seeing what it 100ksi lik~ and theA having it costed before 
anybody responds. '!; I 

I , 
Q The next'question here comes from Sam Nevin 

(phonetic) of Rayth Cyproth (phon~tic) Company. The question 
reads, the presidentlbas spoken fbvorably of managed care as 
an approach to reduc~:health carel inflation. One way to do 
th is through negotiated volume discounts with providers. 
Do you think that mahaged care plans are able to negotiate . 
these discounts and Chose the most cost-effective providers if 
they must include in their provid~r networks the 'unwilling 
providers? .: I . . . 

MRS. CLINTON: Well, I think "willing provider" can 
be defined in such alway as willihg to accept the -- the 
prices offered. What we have fouhd is, the main objection to 
some of the ~ctions b~ managed ca~e entities toward providers 
is that thereat lea~t'seem to bel other factors at work 
determining whether br not someone is permitted to be a member 
of a certain organizkd care institution. 

1:: . I' h ..For examp1ei many m1nor~ t y p YS1c1ans are very 
concerned that they bre being, in effect,. redlined by HMOs and 
other managed careo~ganizations, and th~y believe that they 
are being redlined bkcause of the neighborhoods in which they 
practice, often becah~e of the morbidity of the patients whom 
they serve, because bf the hospit~ls that they use to admit, 
and I think that if you're a willing provider, willing to take 

. . I.,
the amount of money tj~at's been,nrgot1ated for whatever, that 
should open the door to your be1ng able to be part of that 
network until or unless you do, something that disqualifies 

you. :1 . 

So I don't know that wi~ling provider means you 
should have to take p~ople who arbn't willing to 'take the 
prices that you offer, but if they are, then I think willing 
provider should be ai ~uide for who you let into your network. 

. Q Aren't 'Ithere two piebes to being a willing 
provider? One is wiliingness to bccept the reimbursement, and 
the other one is to practice medipine efficiently? We bad 
some data yesterday :from one of the speakers who showed that 
certain physicians t~adition~lly ~rdered to take too many 
tests. 'Do you think that ahy wil[ing provider legislation 

, I • • •

should be allowed to exclude the [ess eff1c1ent provlders? 

MRS. CLINTON: I would hot start with exclusion. 
would 'start with som1e; kind of, in effect, retraining and 
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repositioning of health care providers so that they understand 
what it means to be ~fficient. w~ have no track record for 
most physicians.' wei have paid th~m like they were piecework 
textile manufacturing employees, .~nd as many shirts ,as they 
turned out or as many, tests as th~y prescribed, they' were paid 
by that. ' I ' . I . 

And I think' it's very difficult to go cold turkey, 
if you will, and saylto providers Iwho have been living by the 
fee for service reimbursement system all of a sudden that they

I I •

could no longer do e~?ctly what theY'were d01ng that was 
rewarded for all of these years. I So I think (inaudible) 
network as an obliga~ion to work with physicians, to begin to 
try to help retrain ~hem, if you &ill. It also requires that 
there be changes in ~he malpractibe 'laws and that there be the 
development of clinic?l guidelinek and other standards that 
would hold p~ovidersl parmless for not ordering every test that 
any patient might demand. . 

So it is al ~UCh bigger ~ssue, but I think it would 
be a great mistake, and I think it would result in 
discrimination again~t underserved populations and minority 
physicians if all ofl ~ sudden peoble were excluded on the 
basis of statistical analyses of efficiency without being 
given a chance to change their prkctice styles so that they 
are.more able to pra1btice in ways that you're trying to 
achleve. . " 

The only 0lther point I r'0uld make is, very often, at 
least in some of the tests, the aralyses that I've looked at, 
there is a very stron~ argument that could be made to undercut 
some of the conclusibns drawn aboht numbers of tests and 
efficiency of servic~rbased on th~ patient load. If you are 
practicing in an urb:ar area with ~ much higher rate of AIDS or 
other kinds of serious illnesses,l where people are not 
insured, where they bon't get serrice in a timely manner, it 
is often the case yo:u, wi 11 have a sicker patient come through 
your door than you Wli~l hav~ if yrU are in a suburban area. 

And I believe that we n~~d to ~ecognize that if we 
move toward universall coverage, which is what we believe, is 
the best way to get Icosts under cbntrol and to eventually 
tighten efficiency, ~ben we have ~o'be understanding of what 
the different popul~~ions wilt b~ingto that. And there does 

. have to be some effort on the par1t of these networks to work 
with physicians and ~P understand the patient load that 
various physicians have. I 

I : 
Q Our next'question colmes from Leo Pasaro 
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(phonetic), (inaudible) Investment Advisors. What is it going 
to take to move Medibare recipien~s into managed care? :Does 
the Administration view managed c~re as a desirable vehicle 
for controlling Medib~re spendingt And also, is this 
something that -~ if I it is desira~le to move these people into 
managed care, is it fomething that can be accomplished, given 
the strength of the open monopoly? 

'1 i . I 
"MRS. CLINTON: Well, I think you can have incentives 

for managed care in the Medicare system, which is what we are 
proposing. I don't think politic~lly you can move every 
Medicare recipient ihto managed c~re. For one thing, you 
don't have managed chre in the manority of Congressional 
districts yet in thik country exc~pt in a very rudimentary 
way. It is still hehvily regionalized, and there are great 
parts of our country I where, you khow, managed care sounds like 
it's something from the Gulags tojthe people who are 
practicing medicine knd our patients there, so it's going to 
take some time and sb~e exposure hnd some experience. 

1 :' I.' . . ..

But, yes, [ thlnk you could have lncentlves ln the' 
Medicare program, anti,you should have incentives, incentives 
like being able to kbep your managed care contracts as you 
move into Medicare, khen you reach Medicar~ eligibility, 
incentives'like perhbps more presbription drug availability or 
discounts if you're lin a managed bare setting. I mean, there 
are a number of ways of encouragihg Medic'are recipients, but 
there are neither ~he!votes nor the experience base yet to' 
whole cloth move Medrcare recipiehts. '. 

That WOLld like to seeis som~thing we deve~op over 
time. We think it ik in the bestl interests of the Medicare 
recipient as well asl the Medicare system. But, you know, if 
we stop and' look at Ithe way Medicp.re operates now, part of the 
reason that we are not .able ~o de~iver Medicare ~s efficiently 
as we would like ,to is not only the fee for service system 
but the way that Medicare reimburkes for services, because it 
does not reward efficiency. 

. It, in effLc~,. rewards fn efficiency. The higher 
your costs, the morel of a reimburse~ent you get; the lower 
your costs, the less in many instbnces. So we are in the 
President's approach! ev~n trying ~o change that before we even 
have a lot of movemen:t lnto manag1ed care, try· .to change the 
way Medicare reimburllsement occurs so that managed care 
populations like Medicare recipients; in the Twin Cities, 
there's a reward fO~ that efficiehcy as opposed to the much 
more fee for service-dominated ma~kets that currently are 
rewarded for their iln:ff iciency. . 

. . MORE 
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Q The next question is asked by John Schroeder 
'(phonetic) of Invescb (phonetic) and Bill Slattery (phonetic) 
of Ameringo (phonetibj Investment IAdvisors. The question 
relates to the finaribing of new mydical technologies. The 
question is, what dol you anticipate will be the capital 
market's willingness to finance n~w technologies in a price 
cap rate of return environment, ahd also, what do you think is 
going to be the abil~ty of health care companies to fund 
,research on breakthrbugh products in a reformed health care 
system? I " , 

MRS. CLINTON: Well, I don't know the answer to that 
I I ' 

any more than anybod¥ at this moment does. I know that all 
during 1993 there was a great conbern in the biotech community 
and in the medical,tbchnologycominunity that venture capital 
was drying ~p an~ atl least by year end the reports that I saw 
venture capltal 1nveftments had 'gpne up'23 percent. So I 
don't know that any of us can give you -- anyone of us -- a 
prediction about thaf' I' 

, . I think ~h~~, though, ~~ seems to me that the , 

outlook 1S good. I mean, the relmbursement levels are ' 

-- we're still gOingl t-o be spendihg, even after 'reform, '17 

percent of GOP for a number of yebrs.' It's ,not like you're 

going to start cuttin~into what ke spend on health care 

We're actually going ~o be investing more money ,in health 

care. ' 


I 
If you bring the 40 million uninsured into health 


care and require them to pay, whifh is what we would like to 

do, along with thei~employerS, you're going to have a huge 

increase in the monei coming int~ the premium system. You're 


,also going to have ~arge increases if you get a pre~cription 
drug benefit and a ~o~g-term bene~it, going into those two 
sectors. So I just 1-- you know, II don't understand this. 
People act 'as thoug~ there's going to be some dramatic cut, 
that we're going to Istart headin~ from 15 percent to 10 
percent in the next f:ive years when, in fact, our projections 
are that we're goin~ to continue, Ito grow, some would argue ' 
even too much, but nevertheless that we'll be at 17 or 17 and 
a half percent and ~hen hopefUllYj' leveling off. ' 

I : 
, So there's certainly more than, enough money to go 

around, to be well ~nvested, and Iwe would also hope that as we 
get efficiencies in Idelivery, that money in health care would 
continue to be invesied in reseanllch and in other kind~ of 
technological breakthroughs, and that's something else that we 
provide for in the Administration's bill, where we actually 
put more money intolthose two ar1as. 
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Q An editbrial in today's Wall street Journal 
mentions that both cbnservative N~wt Gingric~ and liberal John 
Dingell are suggestihg that majorlhealth care reform is so 
important that it shbuld first be taken to the voters in the 
form of a national r~ferendum. What is your opinion of this? 
This was asked by scbtt McDowell (phonetic). , 

I I..
MRS. CLINTON: I don't read the edItorIal page of 

the Wall street Jour~~l. And I r~rely believe anything I read 
on that page of the Wall street J?urnal. So I (inaudible) 
that there are thosel who say w,e shouldn't do health care 
reform or we can't do health carel reform, that we ought to go 
have an election aboht ,it. I think there was an election 
about it. It was th~ 1992 presid~ntial election~ 

But if thel~ aie those Lhothink we need another 
election about it, rlthink they at-e wrong. I think that 
despite what is obviously some be~ilderment or confusion on 
the part of people about the details of health care reform, 
there is still greatl expectation that health care reform will 
happen, and I think ~~ wou~d be algreat disservice on the part 
of the Congress not f? delIver, health care reform. , 

'" I, also bel~~ve it Wouldlbe very difficult for 
opponents of health care reform to go to the November 
elections, because II don't think that this, at bottom, is a 

,very complicated debate. I thinkl that most Americans would 
understand very clearly if the health care reform message were 
posed in the followi~g way: Why ~s it that members of ' 
Congress, who have, gharanteed hea~th insurance paid for by 
your tax dollars ,thrp~gh an employe~ mandate delivered by the 
federal government doh't want you to have guaranteed health 
care insurance? I,. ' ~, 

I think th~t'svery und~rstandable in ~olitical 
terms. So I don't think there wi[l have to be ~nother 
election, but if the~~ is,' I don't have any doubt about the 
way it will turn outl., That's what people want t,o have happen. 

Q This neLt question, ~ think, is a good follow-on. 
, I • •

It comes from Scott ~ngstrom (phoretlc) of Franklln Templeton 
Funds. He asks, it ~eems clear that everyone on Capitol Hill' 
is in favor of "heal[th care refor1n" and that if the 
Administration wanted' to compromi~e, some legislation could be 
passed very quickly. 'Is the dang~r of that approach from your 
perspective that you may be giving up a ,mandate at a specific 

,period in history in which you mav be able to effectuate 
radical change? Is it now or never for massive health care 
reform? 
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MRS. CLINTON: No, because what I think would happen 
if there is not health care refor~ this year, and if, for, 
whatever reason, thel c.ongress doesn't pass health care reform, 
I believe, and I may be totally off base about this, but I 
believe that by the year 2000 we will have a .single payer 
system. I don't think it's -- I aon't even think it's a close 
call politically. I' . I 

j I 

, ', : 
I think the'momentum' for a single payer system will 

. I I I 
sweep the country. And regardless of the referendum outcome 
in California, it wi~l be such a huge popular issue in the 
sense of populist is~ue that evenl if it's not successful the 
first time, it will byentually be So for those who thinkr 
that building on thel existing public-private system with an 
employer mandate is radical, I think they are extremely short
'sighted, but that isl their choicel .' 

. I· I .
There are many ways to comprom1se health care 

reform, and I don't ~hinkthat th~ President could have been· 
clearer in every publlic statement I he has made' that he has one 
bottom line. It is 6hiversal coveiage by a date certain. And 
he has basic~lly tolb: the. congres~, you know, you've got 
dif~erent ways df gel~~ing there. I tome to us~ ~nd let's look 
at It. There are only three ways to get to un1versal 
coverage. You know'l a lot of people stand up and applaud 
universal coverage, and they sit Clown, and you say, "Well, how 
a·re you going to getlthere?", andl they don't want to confront 
that there are only tpree ways. . " 

You either have a generhl tax -- the single payer 
approach that replac~. existirig p~ivate investment -~ or you 
have an employer man~ate, or you have ah individual mandate. 
And there isn't any o~her way to get to universal coverage. 
The market cannot de~iver universkl overage in the foreseeable 
future, and any comp,romise that pbbple try to suggest that 
would permit the mark~t to have al few years to try to deliver 
universal coverage wl~thout a mandate that would take effect to 
actually finIsh the job will guarkntee a single payer health 
care system. I ; . 

So we are more than willing to compromise. We have 
said that over and olver again. But there are those who, for 
their own political Ir~asons, think no health care reform is 
having to vote for any kind of ma~date, no matter what the 
~ombination.ofind~~i~ual or e~pI~yee or employer obligation 
1S, and we Just th1nik you've got Ito have, at the end of the 
day, universalcove~age, and so that's where we stand, but the 
route to get there)~n~ the combin~tion of details that can go 
into legislation ar~ ~ery wide. op~nl and we'r~ waiting to see 
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what people come back 'with. 

It'sVery.~iffi~ult to rego~iate with people who 
stand up and say thl.ngs ll.ke "sof;t trl.ggers" and you say, 
"Fine,' Bring us th~ iegislative [anguage." And then they 
take a wa lk on you b1ej::ause they c6n' t figure out how to put it 
into legislative langbage. So thbse are iome of the issues 
that we're confronti!n9 as we try ~o come up with what would be 
an effective compromipe so long as universal coverage is the 
bottom 1ine, I 

'Q The nex~ question co~es from Joe Higgins 
(phonetic) of Swiss R~ (phonetic) I Advisors, who asks, what is 
the likelihood that ~he tax deduc~ibility of health care 
insurance premiums wlill be limitetl.to corporations?

I . 
. MRS. CLINTpN: Well, what we proposed is that there 

be limits when health: care reforml was phased in. We thought 
in our original legi~lation that ~hat would be in about 10 
years, and we think ~hat that wou~d be appropriate, to cap 
contributions above fhe standard benefit package, whatever 
that is, at that time, But I doni' t think in the absence of 
comprehensive reforml that gets to a standard benefits package 
yo~ will find pOlit~lc~l support for capping benefits at this 
pOl.nt. . ' I . 

Q The nex!t' question comes from Bea Cleather 
{phonetic), from JOh~: Hancock Adv~sors. What role will tort 
reform play in health. care reform? How important is it to the 
process? 11': ., 

MRS, CLINTON: I think it is important to the 
process, and we havJ.tecommended ~everal policy changes that 
we think would help ',reform, one that I mentioned, coming up 
with clinical guidelines that woulld, in effect, hold doctors 
harmless, if they werle' to follow those guidelines. We also 
would like to see mor~ use of alt~rnative dispute resolution 
and arbitration. W~ woul~ like tp see some mechanism for 
screening cases befol~~ they got into court, whether it be a 
certificate of merit br some othe~ kind of qualification 
hurdle that you WOU1:d have to ove!r'come, And we would like to 
limit attorneys' fees:. 

The one piepe"that many people talk about which we 
did not iriclude in our l~gislation was to cap noneconomic 
damages, and we didd,t for two rebsons, one, because this 
really is the provi~c~ of the stal~es, and unless you ~ant to 
federalize the enti~e: tort system, which is very difficult to 
get through the Congr~ss,then th~t should be left to the 
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states, . and many are acting on their own. There arestallt~,; s 
all kinds of limits, whether it's the 250,000 limit in 
California or any other. ' 

the se!c~nd reason wrsAnd because we viewed tort 
reform as an important part but not as big,a factor as many 
people have argued. I We literally read every' study done by 
doctors and lawyers, anybody else on the outside, and, you 

. know, maybe on the o,uter limit it might possibly have some 
impact on around 2 percent of the cost, and it is just a 
-- it's a red herrin'g:to think YOll' re going to eliminate the 
inefficiencies in odr system by c~pping non-econo~ic,damages. 
So we do believe it's important, ~nd we've laid out' what we 
think would work. 

Q This is the last question .. This comes from Tom 
Gallagher (Phonetic)1 to my right. Senator Moynihan has. 
proposed substituti~g premium targets for the premium cap. 
Have you had a chancle to study this, and do you have an 
opinion on it? : 

, ' 

, MRS. CLIN'TI/O:N: 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 wo'uld be enforced, but, again, 
we don't 'rule anythi!ng out. I me1an if you have targets that 
actually are targets, and not corlstantly moving targets, that 
s~ems like a, you }crlow I workable lal ternative if it can be 
structured correctl~.! But that's one of th~ things that thee 

, 	 Finance Committee is working on r1ight now, trying to actually 
put into legislative' :language the,se various ideas that have 
been discussed in t~~ir meetings thus far. 

i ' 

I : . 
, , But one 0q ~he bIggest -- two of the problems we 

have, one, which I TI,eferred to several times already, which is 
that it's difficult t:o react to proposals that are not put in 
the legislative language and you cannot then cost them out. 
And that is somethi~g that we're going to have to continue to 
work with members o~ Congress on, and we have' a particular 
difficulty because ~Jeryth{ng has to be costed by the 
CongressioDal Budge~ Office, whidh is terribly overworked. 
So, trying to get sdmething in l~gislative language and get it 
costed takes more t~~e than ~ne 10Uld want. 

And the sJcond big proolem is the perpetuation of a
I, I, 	 , ' 

lot of the myths that people seem to take a~ gospel about 
health care reform, IWhich I'm su~e you run into, and one of 
the people who is here asked me DO respond to this idea that 
doctors and patient~ ,would be thr,lown into jail if they 
-- if the doctor prdv,ided a servi1ce to a patient that wasn't 
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in the benefits pac~age, something like that. Apparently 
somebody's running ior lieutenantl governor .in New York who is 
basing her campaign oh that.claim. 

. : I· 
And so I sa;id Iwould r1espond to it before r'left. 

The real i ty is -- thte myth is thalt individual -- individuals 
c~n't ~ay ~heir doc~ors directly ~n~ tha~ they ~ill be sent to 
Slng Slng lf they do~ And the reallty, lf anybody's actually 
read the bill, is t~at individuals can spend their own money 
for any medical ser~lli6e. Ther~ is nothing that prohibits 
that. And there is no limit on additional service -- r mean, 
additional insurance.: Individual1s can spend as much as they 
want on' any additiorla:l serv.ices that are in any additional, 
insurance package t~a~ they wish ~o buy outside the benefits 
package. I 

NOw, whai i~ forbidden is what is forbidden today, 
and that is lying to'yobr insurance company about what it is 
that was done for ydu so that if ,I under the benefits package, 
cosmetic surgery is Inbt covered,and someone has cosmetic 
surgery but colludes ~ith his docto~ for the doctor to say 
that it was,medical~i necessary~nd appropriate surgery under 
the benefits packagei,i that is fra1ud. And, just like it is 
today, that could sJbject the dodtor or the patient to 
.criminal penalties. ~nd, in facd, the penalties were raised1 

,in our legislation ~ec~use there'~ a lot of eVidence that 
there's a considera~l~ amount of fraud in the existing system. 

But that J~ just one Of,' the many myths that kind of 
gets a life of its dwn which further confuses the picture, 
which makes your jo~ ~ore difficJlt trying to sort through . 
informatibn to make IgOOd investmeint decisions. But r believe 
that as we move throu;gh the next IcouPle of months, people's 
attention will real~y become riveted on this, and because of 
that the level of k~qwledge and ~nformation will go up 
dramatically. And]] appreciate tihe opportunity to be here 
with you to talk with you about ~ome of that information and 
to share with you, dtid thank you for inviting me.
'I: 

(End of qu~stions.). 

* * * * * 
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