
PHOTOCOPY 

PRESERYATION 




THE WHITEHOUSE 


Office of the Press Secretary 


I ' 
For Immediate Release June 28, 1994 

1 : ' 

REMARKS BY THE FIRST LADY 
I

AT ECONOMIC CLUB OF WASHINGTON 
I 

I, . 
MRS. CLINTON: Th~nk you very much for those klnd 

words, although I db'seek both inspiration and solace from 
I

Mrs. Roosevelt and her times here in Washington on a regular
• • I •

basls. And a frlena of mlne sent me yet another one of her 
sayings, which I haVe added to the stack that I already had, 
and that's given mela lot of support, and that waSt "A woman 
is like a tea bag. Put her in hot water, she just gets 
stronger." ! 

, I am pleased to be here at the Economic Club, and I 
would like to spend! a few minutes talking about the economics 
of health care and then answer your questions. Because it is 
important, as we moVe into what will certainly be the most 
focused part of ,the/more than year-long debate over health 
care, that we remember all of the many dimensions of this 
health care debate. I : 

I have been priyileged to travel around the country, 
listening to the stpries that people share with me, hear~ng 
about their incredible pride in the American health care 
system and all that! ~t is able to do. But more often than 
not, listening to their frustration and their heartbreak over 
how not the system bf delivering care, but the way in which 
we finance that carkhas failed them. 

I I 


I ! 


And so asl' we move into the next few weeks, where we 
will be facing very startling choices that will be presented 
to us as a people, [ think we should return first to 
principles, if you ~ill, and remember why this became a 
passion for this pr~sident. And it was certainly fueled to 
some extent by issu~s of humanity, social justice, morality, 
ethics, all of the ~rinciples that should, as members of the 
common human endeavbr, and certainly as citizens of our 
country, move us. I:, " 

1 •..•
But it was.prlmarlly because of the economic impact 
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that the health caJ1e: finan~ing system in this country has 
had, and will contintie to have, on individuals, on 
householdS?" on bus~n'esses, and on the public sector from 
every leyel, the local through the federal government. 

i' l' h'" .As my h usband ooked at ,t 1S 1ssue when he was 
serving as a goverrlor, and in many ways having it on both the 
receiving en~ fro~ ~be mandates com~ng out of Washington, 
from the out of control costs in both the Medicaid and 
Medicare systems; a1nd on the delivery end, as a state 

, 01,·.
government attempt1lng to try to deal W1th the problems of 
both the insured anld, the uninsured, he realized that dealing 
with health care as! ~n economic issue was central to putting 
our entire national ~conomic house in order. 

'And in thli debates ~hat we have been participating
• I ' .
1n for the last month, some of those central facts about the 
economics of health! care hav'e been, if not .lost, certainly 
overshadowed by much of the rhetorical battles that have gone 
on. on the sideline~. . 

Let's sta~t with where we are at the federal level 
economically. We afre, obviously, from our perspective', a 
year after the budgkt vote, pleased that the deficit will be 
cut in half and is ~hrinking. That's very important for the 
private sector as wkll as for the financial stability of theI l • 

federal government. \ ' 

We had seen an outflow of jobs, an outflow of 
capital, and we kne~:that if we did not begin to control the 
federal budget, thaF, would not only continue, but continue t~ 
undermine the financ~al ,stability of the American economy. ' 

, I I' . 

Because of: the moves toward deficit reduction, and 
because we have begp~ to see that interest rates have 
dropped, and hopefu[~y stabilized, we know that more than 
three miliion new jbbs have been created in the private

• I. ' 
sector. We saw 1n 1993 bus1ness starts at a faster rate than 
they have ever beenlbn record. We saw business incorporation 
at the highest rate ever since Dun & Bradstreet started 
keeping records. wf~ve eliminated more than 100 government 
programs'. We've begun to shrink the, federal workforce to the 
point that it begun!re-inventing, government initiatives. It 
will be back below w~at it was in the beginning of 1980 and 
on.a downward trend~ lit wil begin to level off into where it 
was in the 1960s. ;; 
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I , 

Discretior~ry sp'ending has been held even. The 
toughest ever budge~,caps have been imposed. The defense 
spending cuts have been handled as responsibly as the 
downsizing could pe~fuit. And for the first time since Harry 
Truman was presiden~, there wi.!l be three years consecutively 
of declining deficits. 

NOw, it's important to put that on the table, 
because those decisipns that were made a year ago that passed 
that budget, the kihd of leadership that this president and 
those members of cohgress were willing to vote for that 
budget put on the l~ne, has shown results. You .can look at 
the figures and seeI that. That's the good news. 

The bad n~o/s is that in the absence of systematic 
health care reform that will contain cost~, you can continue 
to slice away at evkry government program imaginable. You 
can continue to tryl to put downward pressure on defense 
spending, maybe to the point where it's not a good idea. But 
if you do not deal ~ith Medicaid and Medicare which are 

• • I : .
proJected to lncrease at 10 percent.a year, each for the next 
10 year~, the defic~t will continue t6 go up after it has 

I 
gone down for several years. 

NOW,' manyl people in the Congress say, "Well, the 
answer to that is cut Medicaid and Medicare. That's easy." 
All this talk in wakhington about cutting entitlements, you 
strip it away, it m~ans cut Medicaid and cut Medicare. Those 
are the two big ent~tlement programs. . 

The prObl~in with that, is becoming ,which 
increasingly clear to people who actually study this problem, 
is that health carel qosts paid for by the federal government 
are not in a vacuum", We do not have a public health' care 
sector that is totally separate from the private health care 
sector. And what hhppens in the absence of comprehensive 
health care reform is that if you 'cut public programs, like 
Medicaid and Medica~e, which means you cut the reimbursements 
available for priva~e facilities like hospitals and private 
providers, several things happen, all of which have 
consequences for thk.private sector. 

I ' 
Among tho~e things which happen are the following: 

As you cut those public sector reimbursements, more providers 
refuse to take publIc sector reimbursement, which means they 
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refuse to take patients that are Medicaid ~nd increasingly 
Medicare patients, '[or they refuse at least to take what is 
offered as the public sector reimbursement. 

, . NOw, whatl ~hat means is that you throw more people 
into the pool of ei~her ,the uninsured, even though they carry 
public sector reimbu[rsement with them, or into the 
dramatically under-insured. . 

. I 

The othe~ feature that always will occur in this 
kind of cost shifting is that as you lower the reimbursement 

, • I •
that comes to pr1va~e prov1ders, they have to, as they 
historically have done, look to their only other two sources 
of reimbursement: private payers and tax dollars. 

Now, if yb~' look at ~ny state in this country'or 
the District of colhmbia, you can see very clearly the 
premium that is beihg paid by those of us who are privately 
insured, both becaufe of the uninsured who eventually get 
treatment and because of the lower than cost reimbursement 
levels that come frbm the public sector. , I : 

I recentl¥ spoke to a group of business people from 
North Carolina, so tc have the data in front of me. And I 
explained that Mediblre in North Carolina pays only about 90 
percent, on average,!as a cost reimbursement. Business, 
therefore, in' North Carolina pays a 30 or 40 perqent 
surcharge to try to reach some cost level that keeps costs 
stable and pr~~ides ~ return, particularly for the private 
sector. 

When I next spoke to a group of business leaders 
from Oklahoma -- thkhead of their health department was 
there -- the reimbu~sement for Oklahoma is 70 percent. So 
small- and medium-s~ze businesses particularly in Oklahoma 
pay a 40 to 50 percent surcharge. 

As you loL~r the public rates 'of" reimbursement, the 
cost shift then goeS onto the back primarily of businesses 
that ensure. 

NOW, many big businesses have tried 'to work out 
strategies in the last two to three years to avoid paying 
their cost shift. So what they have done is strike deals 
with HMOs and big p!roviders, cut back on benefits, ralse 
deductibles, raise t;o-pays,feeling that they are somehow 
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e, 

insulated. That is a very short-term insulation. Because as 
<they try to contain their costs by making these deals with 
large providers,th~n the' costs get doubly shifted on the 
backs of small- and medium-size businesses. 

! • , • 

What then do those bUSlnesses do? Well, what they 
do is what businesses are increasingly doing. They drop 
people from insuranbe, and they, raise the cost of the 
insurance to those ~hey continue to insure, which is why 
we've had an increase in the uninsured in the last three 
years from about th~rty-seven-and-a-half million to about 
forty million. So fhe percentage of the working who are not 
insured has gone uPI two-and-a-half percent in the last three 
years. -: ; , , 

, NOw, whatl does ·that mean? Well, that means the 
more people you have who are uninsured, the more .people fall 
into eligibility fop; Medicaid; -and increasingly with aging, 
the more become eligible for Medicare. The downward cost 
pressures then cont~nue to be bumped up against by the 
increasing populatibn in need, thereby putting more P9litical 
p~essure on people ~n Congress and in state government to try 
to cope with the unbet medical needs in the face of . 
increasing deficitsl which are projected -- and you cannot 
control those costs'L- you have a real politicalqilemma•. 
BecauseJif you contiriueto let Medicaid and Medicare grow, 
you balloon the def~cit. If you try to restrain costs' only 
in the public programs, you cost-shift. 

Now, the kind of vicious,thatl~s the dilemma and 
cycle that brought this president, when he came to 

• I I'. ". I

Washlngton, to the Feallzatlon that lf he dld not try to 
tackle health care reform, he could not ever see the end to 
the deficit. He co~ld not ever get the kind of financia~· 
stability that he thinks is necessary to grow private 
savings, to increas~:investments. . 

i. .,'. 
I I . 

And so al~;of these arguments that one has about 
whether or not to h~ve universal coverage, how it's going to 
be paid for, have r~al economic consequences because, in the 
absence of universaicoverage.you cannot end cost shifting, 
you.cannot begin toltake the pressure off the entitlements so 
that you can bring them down'without causing the unintended 
consequences of acttally accelerating 'cost shifting and . 
increasing the numb~r ·of the uninsured and the dramatically 
under-insured. . 

MORE 
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NOw, one of the great challenges we face as we go 
through this healthl care debate is to try to get the business 
community to recogn1ize what is in its long-term -- and, by 
long-term, I'm talkiing five ,to ten years but, in America, 
that's long-~erm --I its long-term econom~cinterest because 
,certainly no one t:hat I, know of wants to pay any more money 

, for anything. No ohe wants to, be mandated to do anything. 
That's always been part of the American character but it's in 
a particularly dramatic form these days. 

But, the lbsence of getting everyone into the 
system~ the eventua:l, cost-shifting and financial impact will 
n9t be very sUbtle.1 We will see more hospitals cl9se. We 
wlll see more and more doctors refuse to take Medlcare and 
Medicaid patients ot at least refuse to take the payments 
available. ,I ' 

I had a personal experience the other day. My
I, .'second-grade teacher~ wlth her husband, came to see me, and 

she told me that, when she retired from teaching just a year 
or so ago, she had her teachers' insurance with her. As soon 
as she became eligible for Medicare, her doctor's office 
called her and saidl they no longer wanted her as a patient 
because they did not, intend to take Medicare patients if they 
could 'avoid them. .I: 

Inadditibn, we will continue to see the 
consolidation and cbmmercialization of health care with 
larger and larger p:toviders using techniques of competition 
that will eliminatelmany doctors from being able to be part 
of the net~orks th~~are available. And, in fact, all of the 
scare tactlcs used by the opponents of health care to try to 
convince people that: it was health reform that was going to 
eliminate or decreake their choice is, in fact, a smoke

• J, 

screen for hiding what is happening in the marketplace right 
now, which is the d~privation of choice on a daily basis as 
employers desperatej to control costs, cut deals with 
providers that eliminate certain doctors and hospitals from 

available covera~e~ \ : ' . 

In addltlon, we had an event yesterday wlth 75 of 
the largest medicall schools and teaching hospitals in the 
country all supporting universal coverage because, in a very

I ' •sad way, they are more at rlsk than any other part of our 
system because the ~cademic ,health center, with its triple 
mission of research~education, and training as well as 
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patient care, are e,xpensive places to run right and many 
academic health cen~~rs are being cut out of insurance 
cove.rage in an effo~t to control costs. 

I : 
Not a week: goes by that I am not called by a 

children's hospitali or an academic health center to be told 
that a very large insurer in their area has decided that the 
people who are cove~ed can no longer use those facilities. 
Every bad trend in ~he American health care system that 
bothers physicianspr nurses and hospital administrators, 
that concerns business leaders, that really burdens the 
f,uture for all of ub;, will only worsen in the absence of 
responsible health,bare reform. 

If you lobk at what the basic principles of 
sensible reform arel, it is not very complicated, although it 
certainly can be made to seem so. Guaranteed coverage -
and, in our plan an~;our approach, that would be private 
coverage -- with a p~nefits package where you can compare 
apples to apples, wh~re you elimirtate the expensive 
underwriting and adbinistrative:costs.I ; , 

I have ye~ to have any businessperson explain to me 
why he or she continues to,pay the 17 to 25 percent 
administrative loadi that comes with private insurance. There 
is no other product br service that your business buys that 
carries that kind of administrative co~t. 

The adminl~trative cost, average, of privateon 
insurance, is 17 percent and one of the comparisons you can 
make that people neVer like to admit is that the 
administrative costJ of Medicare, a government program, is 2 
percent. Why? Because you have a huge pool of people and 
you have no underwr~ting or administrative.expenses attached 
to the delivery of the health care in determining who is 
eligible. I : , 

In every ~udience that I speak ,in front of, it is 
inevitable that som~9ne will stand up and say to me, why doesI, ,
the President ~ant government-run health care? That is not 
what the President has proposed. What he has proposed is 
building on the pubiic-private system. 

i : 
But I hav~ now, for the last six months, turned the, 

question around, asl I would to this audience, and this 
audience would probably ~now the answer. But how many of you 

MORE 
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know how we pay forl~ediCare? of you how weHow many know 

pay for Medicare? Raise your hands if you know how we pay 

for Medicare? I ! . 


Well, tha~, is not surprising, because that is about 
the number that I.get in any audience I address -~ whether 
it's 4,000 physiciaps, the League of Women \Toters, any group 
-- which says something .about how difficult it is to explain 
what we're trying tb do when most Americans don't even know 
how we paid for Medii9are. ' 

. But Mediclre is a sinqle-payer, goVernment.,.. 

financed, socializetl:medicine system, to put it'in its most 

dramatic descriptiob," paid for by a payroll tax where the 


I
employer and the employee both pay for the health care. 

I 
There is hb Medicare recipient I'm aware of who has 

the go~ernment ~e~ll him or her what doctor to go to. There's 
no Med1care rec1p1ent I'm aware of who is told to come back 
tomorrow because th~ 

. 
government hospital is not open. But it

I . 
is paid for by a tax. 

What we ale proposing' is to have the employer
employee contri~utibh pay for it but to do that we are asking 
'everybody who worksl to make. a c(;mtribution, unli~e ·.today, 
.where those of you who prov1de 1nsurance are bas1cally 
subsidizing not onl¥i your competitors who do not but 
everybody else in this economy who is getting a free ride on 

I 

the health care sysfem that you pay for. 

I do not understand why every businessperson who 

currently provides !insurance is. not up in arms at the costs 


·they bear, which ar~;a hidden tax, because so many other 
businesses and thei~iemployees show up, get health care, and 
then you pickup thb'tab. A hospital charges you $25 for a 
Tylenol because the¥'cannot make up the difference for their 
costs from Medicarei ~nd Medicaid on the one hand and the 
uninsured who get cared for on the other. " 

So when ybu really look at this issue, there are 
many as'pects to it,l ~nd I personally think that the moral and 
ethical and .social and politiQal are very important but, at 
bottom, it is a queb-i:ion of economics. '. 

I' :Are we go,ing to continue to pay more money per
I ' 

capita than any country, and not insure everybody? Are we 
. I 
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going to continue tp' subsidize a financing system that is 
leading to more uninsured and higher costs? Are we content, 
after we've made trfmendous strides in getting our deficit 
finally under contro~ to see it shoot up again because we do 
not have the POlitiFal will or the fiscal discipline to deal 
with health care costs? 

I hope th1ah the answers to all of those are' no, 
that finally we arel going to look at health care from a 
business perspectivr and recognize that right now American 
business is gettin~ a very poor financial deal for what it 
spends, that every Icompany paying for insurance. is 
subsidizing every one that does not and basically seeding a 
competitive advanta~e, that the number of the uninsured 
working Americans a're increasing and that in the absence of 
comprehensive health; care reform, everyone's health care 
costs, from the indliyiduals to the federal government's will 
continue to rise an1d that any short-term efforts that have 
tried to rein them lin will not succeed in the absence of 
comprehensive reform. ' 

I 

So that ib: a sort of brief description of the 
economics at work h1ere, with the hope that we can begin to 
focus on those issu1es and address them as the debate 
continues. , 

Thank you, very much. 


