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PRESS CONFERENCE
| (10:35 a.m.)
ATTORNEY GENERAL JANET RENO ’
. GENERAL RENO: We would. like to welcama the
Firstc. Lady to the Department of Justice | She is
‘helping -- this is her first visit here, anﬁ I think it is
wonderful that you as a lawyer haveAa chance to see where
~justice gets done in fhis district. |

I would like to introduce Anne Bingaman, vho is
the Assistant Attorney General in charge of the Antitrust
pivision, who hés been doing a wonderful jcb, and it is a
special privilege to introduce tﬁe’Chairman of the Federal
Trade Commission, Janet Steiger. It is truly a pleasure
to have hex heré,Vahd.it has been a pleasure to work with
you. ‘

We.havé Sénator»Howard Metzenbaum, who was the
firsﬁ petson to talk to me abbuc antitrust when I arrived
in Washington back in those earlier days, and the first
person I met in Congress, Chairman Jack Brooks. It is a
privilege to have you here, Senator,

. Amaricans want quality health care. . Everywhere
i have gone throughout this Nation in these last 6 months,
the refrain was the same from people‘in every walk of
iife. To achieve that goal, to assist the President and

Mrs. Clinton in this effort, we must make sure that we de

ALDERSON REPORTING COMPANY, INC
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our part in Ehe Department of Justice to elininaté
‘excesszve costs and delay in setting up an aff:c:ent,
etfe»:iv& health care system
" We ‘have been asked by health care prov1ders,

wherevéould we stand under the antitrust laws? - What can
we do, what can’t we do? We are here today to announce an
~antitrust policy statement to provide clear guidancg to
health care préviders, The policy statements issued
"jointly byltha Justice Departﬁené‘énd the Federal Trade
Commission incliude a commitment tof.expediteﬁ business
reviéﬁ. the first tiﬁeAthié Las been done.

. Requesters Caé,expecz an answer within 80 days
after éubmitting the neceéséry‘information as to their
particular situation and whatTCan bekdone_under the
anti;rust'laws. Thig will be imporianﬁ.

Take some of these axémples. rThreé small
hospitalis in Maine want to sha:é the cost of a;mebilé CAT
scan méchine. They have not done it, because they cannct
£ind cut guickiyAéhether-the agreement would violate
antitrﬁst'laws{ We want to give theﬁ the answer up front
so that they Know wﬁére they stand.

Hospitals in another city want to know whether
they can get together to buy a medivac helicopter{_ |
Hospitals in Ohio want to buy furniture togeéther. We want

0 let them know whether they can or can’t under the

ALDERSO\uREPORJTNG:CO&QHUTY INC.
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4 ) 4
‘l’ 1 antitrust laws in an expedited way that is tair to all
; 2 concerned. | | ’
3 Dcctors in another State want to know whether
4 they can form a preferred provider ofganization to o
5 contract directly Qith inéurance companies. An accbﬁnting
6 Eirm in Atlanta isn‘t sure wﬁether it can set upAa deal
7 for acute care services.
8 The speed and extent to which health care reform
9 ie carried out will depend on how guickly and how well the
io Go§ernment is prepared to‘agswer those guestions, and that
11 is the reason we are here today, but that is not the only
12 2ffort we are undertaking in health care réform, The
13 President has asked for a larger review of health care

. - 14 issues.

15 ) The Justice Department is currentlyvevﬁluating

>86. measures to increase the Federal power to figh* fraﬁd ang

17 abuse, for example by strengthening anti-kick-back laws

18 and maklng heavy penalties against defraudmng the

19 Sovernment applicahle-to those who defraud the prn%ate

20 health care system as vell. Those of us in law

21 enforcement plan to be an importanu part in the Preéideht

22 ‘and Mrs. inton & effort to make sure that health care ig
 23 ~ available and affordable for all Americans |

24  The First Lady and I are going to have to leave .
28 early.lso I want to make sure that she has an opportunity

. _ o ALDERSON REPORTING COMPANY, INC.
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~to be heard first.

It i5 a great privilege to have her here today.
1 met her a little over a year-égo, and to watch this lady
in actidn’hag béen one of the great op?ortunities. . She is
& person who is dedicated to this whole Nation and‘day’in

and day-éut through these first months 6: this first year

t#he has truly demonstrated her commitment to America and

to health care reform. It 15 wonderful to have you here,
Mrs. Clinton. | | |

(Applauce.) _

 FIRST LADY HILLARY RODHAM CLINTON

MRS . CL;NTON} Well, as Attorney General Reno
said, this is my first vigit to the Justice bepartment, ;
piace that has always had a lot of personal and
professional meaning for me, an with whom I have had a
relatiohship'through the years with various laﬁyers who
have had the privilege of serving here.

It is a particularly special occasion for me to

be here, and to know that Attorhey General Reno ie at the

helm, and to know how faithful and committed the many,
many people in‘this Department are to what the words above
the entry say. ) | |
I particularly want to thank Attorney General
Reno and her Department for their participation in our

health care reform effort. From the very'beginning,

ALDERSON REPORTING COMPANY, INC.
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¢
lawyers from the Justice Department have been involved in
‘the. work fhat has gone on to try to analyze the many, many
issues surroundmng health care and come forward with
-wﬁrkable aolut1ons. _ |

I want to applaud the actxcns taken today by the
Department and the Faderal Trade Commission in issuing
these guidelines. They are the result of a lot of hard
work by Anne Bingaman and Janet Steiger, by Senator
Metzenbauvm and Congressman Jack Brooks, and their vefyv'
dedicated staffs. |

These guidelines representkan important first
‘etep for an industry that ié £acing rapid change. They '
are a gocd example of what health care reform is éll
about. Trey will help lower costs, maintain high quality,
and knock down the barriers to collaboraticn théc ‘
uﬁfortunatély are too common in our present sySQem.

The Attorney Ceneral has spelled out what the
problem is. We have a complex andAinefficient system that
keeps doctors and‘hoSpitais from spending their money
wisely and drives up the prices that consumers and the
Jovernment have to pay. Over time, the actions we take
will turn this system the righn gice up. |

Instead of requ:rlng every hospxtal or doctcr s

‘office to buy the same expensive piece of equipment, these

guidelines will allow them to share that eqQuipment. They

ALDERSON REPORTING COMPANY, INC. .
€202)289-2260 (800) FOR DEPO
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a]low phyaicians‘to éet together totcontfoi cotts and
they allow mergers that are. competitxve and save consumers
*money | | .
I have learned many. many thzngs about our
nualth care systam in the past moncns, but one of tha
-fLrs* lessona that I learnadfcame to me frcm traveling
“around the country, when a ‘member of a hospztal board or a
prysician or a hospltal admmnistracor would ccme and, with
real poignaﬁcy say, we want to help, but we cannot evan
have a meeting to talk about how wa could have one piece
cf expensive equipment 1nAour community instead of all of
us feeling compélled to buy one for ourselves because our
1awyers'tell'us we<caﬁnct cooperatei‘

This is nét a prchlem that comes from the
fustice Department or the Pederal Trade Commission or the
fierate or the House. This is a prqblem that éomes from |
the grassroots of peoplé,t:yihg to do a better job to
délivér quality héalth“éaré.~ |

A These actions are pro-competition, pro-
collaboration, and pro—éonsumer. The results over‘time
w;ll achieva the follow;ng positive resulzs: consumers
wwl’ pay less, equipment will not stand idie, it will be
used more frequently. hospitals will save money, the
p*essure on phy51c1ans to order tests to pay for the

machinery that they bought in crder to be competltxve will

'ALDERSON REPORTING COMPANY, INC.
(202)285-2260 (300) FOR DEPO * -
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‘stop, and the highest quality :éa:s and the latest
technology will still be available, and I would argue moré
- readily available, to those who heéd them.
‘Vkivalso'wsnt to thank the Attorney General and
the Justice Department for their ongoing and accelefiting~
efforts to crack down on the probliem of health c&re fraud

#nd abuse. As the Nation's health care bills have

~mounted, consumers and businesses have paid & high price.

The crimes have grown more sophisticared and more
~outrageous, and every time someone rips éff'the health
insurance system, the public, the private insurefs, all of
ug pay more. |
| Settlements'like the ones the Department’has
‘recently achieved on the West Coast, and tha strong
measures that we will have more to say about next week
send a strong warning to thbse who would steal from the
hmerican caxpayérsvand permit the kind of health care
frahd that has a damaging<iﬁpact‘on all of us, no matter
who we are. “
| We intend to make it very clear, health care
fraud will not go\unpunished. In a8 reformed pealth care
system there will no longer be any room for the kind of
games thatlfoi too long have permitted the kind of fraud
and abuse that we are cracking down on now.

This is a message we must send to every American

ALDERSON REPORTING COMPANY, INC.
{2025289-2260 (300) FOR DEPO
1111 FOURTEENTH STREET, N.W. SUITE 400 / WASHINGTON, D.C. 20005
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who has, health insurance and pay? too much, and to every
Americaﬁ’who does not know if they will be able to afford |
their coverage next month or next year.

It's aygrea:‘pleasure for me_ic stand here iﬁ
this department with this team that has been assembled to
take these steps on the road to getting health care costs

urder control and providing health care security for every

® u9 A A W N

- American.

0

This is the kind of example of thoughtful,

10 careful work that leads to a positive result that will

11 translate int¢ better health care for Americans in the
12 yzars to come. w
13 Thank you very much.
14 | (Applause.)
is : GENERAL RENO: The leader of the Antitrust
16 Livision is Anne Bingaman, one of the most dedicated and
17 vigorous 1awyérs that I have met in Washington. It is a
;18. true pleasure to have her on Ehis ﬁeam in the Department
 19- of Ju#tice. )
120 She has been working with the really dedicated
21 f’people ia that division, people whq care s¢ mich about
22 antitrust enforcement. She is going to remain to answer
23 guestions, but she might have a few wofds £or us now.
24 Adge. |
25 | ' (Applauée.)

ALDERSON REPORTING COMPANY, INC.
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ASSISTANT ATTORNEY GENERAL ANNE K. BINGAMAN

IN‘CHARGE OF THE DEPARTEENT OF JUSTICE‘S ANTITRUST DIVISION

ﬁs. BINGAMAN; Let me just speak to you briefly,
because”Chairman_Steiger andvI will remain to answer -
detailed questions on the guidelines. | ( |

| Let me just emphasize the ektracfdinary

cooperation and coordination and consultation thac‘wenc on
jointly between the Federal Trade Commission and the
Department of Jusciceﬁin developing and issuing its |
guidelines. It is, I believe, almost‘unprecedentad. It
has been a wonderful éxperience.
| It is exactly the kind éf responsible and
responsive Government that we need to have, bacause we
recognize -- the Federal Trade Commission recognizéé ard
the Department of Justice recognizes,there is a problem
cut there. People in small communities honestly didn't
know what the rules were. .‘ A |

As the First:Lady &aid, you hear it over and
over again. The rules were there, but :heylwére in |
speeches and letters and business review advisories going
hack over a 10-year period, so thgt it fou were a partnar
in‘a major New York or Washingten law firm, you knew the
letter issued Februéry 18, 1985 covered such-and-such; but
if you were somebody in Santa Fe, New Mexico, my home

town, you may not. know there were such letters, and yet

ALDERSON REPORTING COMPANY, INC.
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| you had to give advice to your local‘hospital or your

local groﬁp of physicians as a lawyer, or if you're'on a
hespital board, or a doctor trying to comply, you had to
understand what the rules were. ‘ ‘

So this is an etfoxt to clar;fy. to state in one
simple place what those rules are, and to commit to
ongoing review in Qrder to provide responsible help to the
health care community throughout this country in a time of
enormous Change which needs to occur, and we want to do
our part. | '

I want to thank Chairman Stéiger and ﬁhe Federal
Tradé Cohmissidn so sincerely for their enérmqus help. It
has been a great,pleasﬁre wérking with them, and we look
forward to many months and years of cooperation.

Thank you.

(Applause.)

ATTORNEY GENERAL RENO: Chairman Steiger has set
an example for us all in terms of cooperative effort ‘
between Government agenciesvthét are concerned with the
same jurisdiction and the same subject matter. It has
been a wonderful 6ppbrtunity for us to work with the
Commission and with Chairman Steiger, and it is a great
privilege to have her here today.

| (Applause.)
?EDERAL TRADE COMMISSION CHAIRMAN JANET D. STEIGER

ALDERSON REPORTING COMPANY, INC.
(202)289-2260 (800} FOR DEPO
:111 FOURTEENTH STREET, N.W. SUITE 400 / WASHINGTON, D.C. 2000
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‘ 12
 CHAIRMAN STEIGER: Thank you. I also will be
brief.”sihca we afe going toxtake 20 questions afcerwar&s.»
But on:\thaqks at the Commission tor'theAleaderShip of the
First Lady, and the Attorney General, and, of course, Anne
Bidg&man,ltor their assiétance to us in this effort. and

wa cannot leave out the Senator‘an¢':ha Chairman, who were

always resources for us in these efforts.

I just want to stress that the policy statements
do represent a collaboraﬁive effor:t by the two Federal
agéncies who are entrusted with the responsibility for
an;itrust enforcement . They also represent a bipartiéan
effort. Sound antitrust léws is not a partisan matter.

" The First Lady has noted that guidance is needed
in how the antitruscvlaws do apply to the field of health
care. - Health care is vital not énly to our physical
wellbeing as people, but to our economic wellbeing as a
county. And antitrust enforcement has historically played
a very important role in protecting cqmpetition in the

health-care markets, and in lowering the cost of health

care for consumers.

But antitrust is, as Anne Bingaman said, a very
complicated area of the law, particularly as it applieé;to
the field of health care. This complexity has given rise,
we believe, to the need to tell people with clarity what

kinds of activities are and are not permissible, 50 that

ALDERSON REPORTING COMPANY, INC.
(202)289-2260 (300) FOk DEPO
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‘ 13
legitimate conduct is not deterred, conduct that is
beneficial to consumers. That that conduct is not

deterred by a fear of antitrust enforcement that is not in

‘ we~a£ FIC are Qery proud of our record in the
health-care area, of our record of challenging barriers to
the develdpment of HMO’S and other innovative health-care
delivery'Sysnems.» And we are proud of our record of

attacking conspiracies to raise prices to consumers.

Sound antitrust enforcement efforts of this type should

and'will continue;~ But at the same time it is important
to attest tﬁere are such as those we took ﬁoday, té bettexr
explain our enforcement intentions so that |
misunderstandings about those intentions do not inhibit
activities that benefit consumers.

I owe a special debt of thanks to my colleagues

at the Federal Trade Commission, Commissioners Azcuenaga,

Starek, and Yao. And I must add a real special thanks are

due to Ccmmissioners'?aa,'whs is here with us today, and
Starek. They took the vary heavy work in the organization
and cocrdination of our efforts at the FIC.
| ?haﬁk you.
(Aﬁplansa.)‘ )
- ATTORNEY GENERAL RENO: = Senator Hé@ard

Metzenbaum is the distinguishaGFChairman of the Senate

ALDERSON REPORTING COMPANY, INC.
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‘Judiciary Committee’s subcommittee which deals with

antitrust issues. No person in Washington is more

concerned with the vigdrous'enforcement'and fair"

~ enforcement of thé”ahtitrus: laws of this Nation, and we

are delighted that he cut short a meeting on the Hill to

be with us today.

Senator, welcome.
{Applause;)" ‘

SENATOR HOWARD METZ‘EN'BAUM . DEMOCRAT, OHIO
SENATOR METZENBAUM: Jack, I hope you get the

message. Because it is a tremendous sense of excitement

that I feel that here are we two males, we, while these

four wonderful women provided leadership. Govermment Lkas

ichanged in Washington and I am all for it, and I cculdna’'t

bhe more pleased about- it,

(Applause.)
SENATOR METZENBAUM: I am also excited about the

fact that we are going to solve a problem in the antitrust

field without changing one word, one comma, or one

semi-colon of the antitrust lawé.‘ And there is no need.

Our antitrust laws are not to blame fcr the high cost ot

health care. Théy have protected consumers from price

fixing and gouging. In fact, the antitrust laws have

never blocked a pro-competitive health care deal.

We are here today to clear up confusion among

ALDERSON REPORTING COMPANY, INC.
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doctofs:and hospitals about how these laws apply to them.
We want to end their uncértainty. If legitimate confusion
about anéicrus: haa,slo&ed down even one cost-cutting
merger 6r joinc venture, thdt is one too many. Thesa
pelicy guidelines are probt bositive that we can make buf
laws work to accommodate businesses when their concerns
have logic and merit. | |

I became convinced that the hbspitals ware
looking fer clarity, not loopholes, whea I chairéd a
hearing on the'scbject last March. And I also attended a
hiaring conducted by Senator Rockefeller where a |
half-dozen Senators indicated their concerns about the
hospitals trying to work together in their local
communities, and saying what a great problem it was, :hat'
wa had to change the antitrus:t laws. ‘

At that time I said we don’t have to change the
antitrust 1aws} we can work this out. And this is.the
culmination of those efforts, because it has been brought
about without changing the antitrust laws by bringing
about chaﬁged guidelines that spell out what can and can’'t
be done. i | ‘
| Togethar, we began tozlook_for resolu;ion aftayr
those meetings. And thanks’to the help of the American |
Hospital Associatior, they took the extraordinary step of

writing the Firse Lady to win her support for antitrust

‘ALDERSCEJREPORJTNCECCﬂdPANY INC.
(202)289-2260 (800) FOR DEPO
1t Pouamsmm N.W. SUITE 400 / WASHEINGTON, D.C. 20008
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guidelinés fpf hospitals. 1 promised the AHA that I would
work with the Justice Department and the ?qderal Trade
Commission to come up with guidelines.

Today's anncuncement is a victory for consuwerl
that will speed health~care reform These measures will
help end uncertainty about how the antitrust laws will

apply to hospital and physician deals, without creating

-costly loopholes in those laws that could hurt consumers.

They will also help hospitals and doctors to understand
the différence between a joint ventures that cuts costs
and also benefits the public and a joint venture that is
likely to eliminate competition and drive up prices,

I hope that we will hear from others in the
medical profession who have voiced similgr‘concérns and

fears. We can work these problems out togather. And

‘thanks to the magnificent leadership of the First Lady,

the Attorney General, Janet Reno, and Anne Bingaman and

“Janet Stelger, we are!here’today, and this is a victory

for the people of this country and I am so pleased to
pértiéipate in it. o
Thank you.
(Applause.) “ “
ATTORNEY GENERAL RENO: You all know Jack Bréoks
as Chairman of the House Judiciary Committee. He is also

one of the most vigorous and most committed people to

.ALDERSCHQIUEPORJTNCEC(ﬂdRANY’BVC
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afforts of full and fair law enforcement at all levels of

anybody I have met iﬁ Washington. ahd it is a pleasure to

be with hlm here today.

Mr Chalrman

(Applause.) ,

' CONGRESSMAN ‘JACK BROOKS, DEMOCRAT, TEXAS
REPRESENTATIVE BROOKS: Thank you very much. I

am the last speaker; you'll be happy to know,

(Laughter.)

- REPRESENTATIVE BROOKS: Wi;h the appointed of
Attorney General Reno, and Assistant Attorney General
Bihgaman to head up the antitrust division,'l have great
expectations for competition policy. ror 12 years
antitrust has languished and was viewed by thosé in
authority as the enemy, not as a guarantor of the small
business community and the‘#mérican consumer.

But in the past few months this administration,
with the leadership of Anne Bingaman -- I call her Saint
Arne or the Coppertone Kid -~ has reaffirmed its
commitment t¢o our national competition policy; and today
is no exception. :

As the Health-Care Task Force began its work in
eafnest,thie spring, a number of health-care entities,
position groups, hospitals, pharmabeuticai companies, came

éeeking reliéf on the Hill from the antitrust laws. That

ALDERSON REPORTING COMPANY, INC.
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3

s, to speak plainly, they came seeking antitrust

2 exemptions. At the Judiciary Committee we are used to
3 hearing'such requests. Frankly, we dbn't believe in man& -
';4 of them and use evary effort we have to end the tew o o
:S ‘ axemptions that exist now on the books They are o
6 unnecessary. They are harmful aven to those who come
7 seeking. ‘ | ‘ i
8 At the same :i&e, we muétiacknowledge that in
5 the health-care area antitruét‘uncértainties do exiét and.
10 need to be addressed in a cooperative manner between
11 enforcers and private pafiies. There is no substitute for
12 such cooperation. Adversa#ial legislation ahd litigation
i3 should always be the last resort. ,
14 And very early in the health-bare'rEView
' is process, I met with Mrs. Hillary Rodhaﬁ Clinton, our First
vls Lady, and discussed my deep-felt:view that it was |
17 imperative to avéid extreme steps in the antitrust area
18  bpecause of the manyAunintended consequences that could
19 result in both the short and long term. She listened

20 .carefully; She was well versed in the history of
21 ‘importance of a strong antitrust policy in this country.
22 Heis was a nearly overwhelming task, and few would have

23 been up to it. She was. .
24 I am very pleased today that the Clinton

- 25 administration has unveiled a plan, has chosen to reject
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the exemption route in favor of the clarification route:

‘ Already'in place, already working‘now.:we are seeing the

benefits of such an approach in other critical and
strategic industries that are taking advanzage'of

prenotification and consultation for a variety of research

and development activities, and now for preoduction joint

ventures, 7

I interd to do my share in moving the aatitrust
section of the health package forward in the coming
months. What we are wicnessingwcbday as the ﬁnveiling of
health-care antitrust guidelines is simply good medical
rechnique, opting for preventive medicine rather than
radical surgery. And I would say that the two ladies
we’ve got here, these women are not tough -- they are not
tough. They are highly intelligent. They are dedicated.
Trey are compassionate. And for that we, in this country,
have a lot to be grateful. |

| 1 want to say I salute the First Lady and the
wonderful work of you, Janet, and your organization, and
the Justice Department. Thank you.
(Applause.)

ATTORNEY GENERAL RENC: Ms. Bingaman and
Chairman Stéigéi will now be available zd inswer your
questions.

QUESTION: I know that Senator Metzerbaum said

ALDERSON REPORTING COMPANY, INC. -
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‘that this does not change the antztrusc 1aw, but it 1s my

understand;ng chat the White House says thma 1s :he firse

 plece of the antit rust package and chat 1eglslation is to’

follow.“W}s§w¥;if [ R SR e
- What legislation will be coming out after this?
-MSA BINGAMAN-"It is not myiuhderstanding that

 there will be antitrust legislation as such.» The

President 8 package is not part. of what 1 call this

package ---at least in the guxdel;nes. But 1tvis my

‘understanding that there will not be antitrust exemptions

as leéislation in the health care package. These

- guidelines and policy statements and the very'impo:taﬁt‘

businéss review procedure which we commit to there con an
cngoing expedzted basis. It is ce*tainly, for everyone
who has a question, zc is my understanding that that is
cur approach. o ' |
| QJESTION ft‘is my undérStahding that‘Maga:inef
was say;ng that -- N o ‘

MS. BINGAMAN; 'Abéutva week ago I heard peoplé

say -- I can’t address that. I just can‘t. And I told

,you wbat I know. and I am doing the best I can at this

,pcxnn

QU?STION Doas this mean that the petxtlon by
t.he drug indnstry w111 probably be re;e*ted’ And have .

.hey asked tor any exemptions°

ALDERSON REPORTING COMPANY, INC.

(202)229-2260 (800) FOR DEPO
1111 PDURTEEN'm mm N.W. SUITE 400 / WASHINGTON, D.C. zeoos



NV AW

v

Y. T S T ST S Y

10

11

12
13

14

LE R A ] ale VIO UDL4 PUBLIC Arraixs

21

QUESTION: Can we have her‘repeat the question,
Anne?_'  | . | -

kZ‘MS. BINGAMAN : ,Sﬁe’said does :hislmeanAthat the
exemption for the drug industry -- this is the | |
pharmacéu:ical manufacturers’ iequest-f-;will be rejected?

QUESTION: Yes. | |

MS. BINGAMAN: We have thac under advisement and
we exéec; to act it in the near future. But I would nct
want to pinpoint.it. It does not touch on‘;t actually as
such. There is nothing in these policy statements that
cdirectly address this -- any issue on-that.

QUESTION: And can you say in what way ~- can
vou tell us in what way we are éoing to crack down or beef -
up your efforte to go after fraud?

MS. BINGAMAN: The Civil Division is in charge
or‘fraud. We are the Antitrust Division. And the FTC and
the Bureau of Competition does antitrust enforcement.

QUESTION: I understand that, but they éaid, in
concert with this policy, these policy guidelines, there
would be a crackdown on fraud.. _

MS. BINGAMAN: I think you are aware of the San
Diégo case and the very massive settlement involving
Vfraud. I think what is expec:ed it more emphasis, more
looking for cases like that, and more focus on that, in

order to prevent high cost due to fraud. That is my

ALDERSON REPORTING COMPANY, INC.
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’ undarstandihg."But it i§ not my direct responsibility.

, AQUESTIONQ Ms.yéingaman, I have observed in the
past avict of complaints in Washington about that the
Antinrué: pDivision in the last 12 years has largely
ignored big.corporétioﬁs and big cases, and gone after the
small onee. I'trﬁﬁt you ateAgoing to éhanga that policy?
| . -MS.'BINGAMAxi Oh, I tell you the truth, we are
going to enforce the laws as best we can on the facts, as
they come before &s, peribd. That is what we are going to -
do. A |

CHAIRMAN STEIGER: I think we are éll'commitced.
and I cercainly have been and our Commission haes been, in
nhé éast four ye#rs, te vigorous enforcement of the
Antitrust laws. And our record will speak for itself on
that point.‘

QUESTION: Can you tell us what happened to the
pian on the McCarren-Ferguson exemption for health |
insurers? ‘

MS.,BINGAMAN; My understanding -- agaip, this
is not my bailiwick as such, and I think it is in the
healﬁh care plah, the draf: of which is ciiculating'-- is
that McCarrén-FergﬁSon Qill be modified and limited for
health care insurers. As some of you may be aware, I.
iéstified vefore Chairman Brooks’ commiﬁtee about June or

July on behalf of the administration. We favor limiting

ALDERSON REPORTING COMPANY, INC.
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the scope of McCarren-Farguson.

We did not testify on the particulars or a

- particular bill, but we said that we believed the

'McCarren Ferguson axemptian should be narrowed.

v '_QUESTION. May I follow up? But you would need
legislation, would you not?

MS. BINGAMAN: Yes, yes. .dh,Adefini;ely. Thera
would have to be legislation for this., It is just that
the partidulaf'langﬁaga --'the particﬁlar terms we have
not worked through yet.'

QUESTION Is that the only legislation
in¢olv1ng this?  Or hﬁve You tried to answer that before?
Other than McCarren-Ferguscn, are there any other aspects
of this that require legislation? |

MS. BINGAMAN: To my understanding, .
McCarfen-Ferguéon is what is‘aftected in the.antitruét
area. If there is anyone in the room here who has a
different undérétanding; 1 am not aware of that.

- QUESTION: You have avso-day réview process.
What is it currentif, or is there no system for review?

CHAIRMAN STEIGER: The Justice Department has,
in the past yeérs, brcmised businéss‘review letters that
would be finished in 90 days. The Commission, until this
policy statement, has not had such a deadline system. And

we are now committed to 120 days, depending upon the

ALDERSON REPORTING COMPANY, INC.
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- subject matter response. And this is a new ccmmictment for

the FTC. _ -

o MS BINGAMAN I might add, it is a new |
commxtment for the Justice Department, too, in that the
previous pollcy was best eftorts to answer in 90 days It
wasg not a bxndzng. !lat commitment. Secondly, the

revious policy, which still applies ﬁo all other
industiies. ie to answer such ques;iéns as we believa need
to be answered. We retain the discretion, if we think a
cuestion is trivial, unimportagt and simply not wor:h}-of
ouy limited resources to invest the time, to simply say to
the lawyer asking: Take your best shot. We are nﬁt coing
that in health care.

So, foi the Justice Départn@nt also, this is a
new commitment f£or the health care'industry in that we
commit absolutely to answer any guestion within 9¢ days,
and we retain no discretion to not answer any request. We
will answér,all requests in the interest of certainty and
clarity in this area. ' |

- QUESTION: Whac'abcut‘retroactive cases? If
there is a merger ﬁending, wvhat are the guidelines? When
do they take effec:? And what happens to mergers that are
now underway with regard to the FTC cr Jgstice Department,

or any other agency?

CHAIRMAN STEIGER: They ¢o not apply to pending

ALDERSON REPORTING COMPANY, INC.
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cases S ‘ A .
Qussrzou ‘If’the§ are'peﬁding as of :6éay?.
CHAIRMAN STEIGER: ‘That is righe.

QUESTION- SO all of these cases thac are naw in*

. the courta will those . have to be warked cut’ B

. CHAIRMAN STEIGER. It .they are in lit;gatxon.

| tals does not apply

- MS. BINGAMAN: As a pra¢t1c51 matter; though, 1
might just amplify. ‘I’dq né: think ei£hqr one. of ;he(»‘
aggncles views these scaéements;as a change from current
policy. TheyAare simply a synthesis»éf ﬁhe multitude of
kusiness review letters, consent decrees and sco forth,
that it is an effort tc(simplify. | | ‘

So, as a practical matter, although cleérlylthe
chairman is exactl?~right,,chese are effective today, and
Lrom this day forward. I am not aware that there would be
aqy practlcal szgniflcance to that. |

| CHAIRMAN STEIGER: I think that is an important
point, and I agree with it. | | 1 ‘ | ,
QUESTION: Just to clarify. You just said that

the 50-day review was new. Is that the only new thing?

Is that the only new provision?

'MS. BINGAMAN: What else is new is the whole
concept. There are several new things here

) Number one, neither Rgency has aver 1ssued a set

ALDERSON REPORTING COMPANY INC.
. (202)289-2260 (300} FOR DEPO "
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of guidelines in a specific 1ﬁduscry. That alone is -- in

the antitrust world, somewhat earthshaking. We are doing’

itfbecause of the extreme change, the sﬁall markets and

- what we Qiew as the need for responsiveness; So that is

one change. ,

’Secénd,'thera has never Seen a bolicy statemant
f->certainly not by both &genéies. We have had thg
business review procedure to particular instances to state
the Agency*s enforcement 1ntentions‘and~to say this
particular transaction, on these facts, would not be
chailenged by this Agency at this point. What we have
never had before is a statement applicable to an industry’

of what we call antitrust safety zonas in these

‘guidelines.

These guidelines set up -- they are in fact
currené enforcement policy, so they are not a change, but
it has naver been stated this way before. And for many
:housahds of lawyers and health care professicnals out
there, enforcement policy can seem like a black box. And

so the mere fact that setting out in so many words -- and

we call it an antitrust safety zone -- if you meet these

¢riteria, absent extraordinary circumstances, neither
hgency will challenge your conduct. And so that is new.
And thken the third -- the time for the

commitment.

ALDERSON REPORTING COMPANY, INC.
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CHARIRMAN STEIGER: I think it is important to

stress, as Anne did earlier, that people across this

- country, hospital administrators and others who face

questions of a changing health care landscape. have a

‘place to go. They do not have to go back to see what

happened in the 1985 advisory parel from X or Y. We have
put it togethef for them@"suﬁ ic is a éynthesis of
current enforcement policy. The very existence of this
document is new. ‘

QUESTION: Just to follow up on that. In taking
tnis different appro ach here, didn‘t you say to yourselves
at some point in your policy formulation, Gee, we are
going down a new road here, and tnis might set a precedent
in other industries? And what bearing did that have on
your final decision?

MS. BINGAMAN: Certainly that is a concern.:
Pecause averybody wants guidelines, and we have got real
work to do and we cannct write guidelines for every single
industry in America. We cannot spend all our time doing
that. It is an enormous devotion to resources to turn out
this document, tec feel comforctable with ic, and to state

publicly this is it. This is what we will and will not

do.

So, certainly, it was a major issue as to the

advisability of issuing industry-specific policy

ALDERSON REPORTING COMPANY, INC.
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1 snatahents. - Buc it was our judgment that in the |
2 axtraordinar? circumstances the health care community |
3 zaéas today, withvmassive restructuring, chahges that are
4 being proposed, the crisis in cost for health care, the
'§  enormous uncertainty that small local markets, thousands
!6 of them with 1ggit;mate,questxona about what is and is not
7 permissible. #ll of,thdse:faccors ve thoughc made this
8 situation unique(and'WOithy of gpecial attention.
-8 CHAIRMAN STEIGER: We do not see thasé
i0 particulars any?here_e;ée in the landscépe that we are
11 looking at ‘now. | |
12 QUESTION: Doesd‘t this legisiation put at risk
13 those smaller fringe outfits like MRI‘s? Won‘t they end
14 up going out of businese if bigger operators in town are
15 allowed to collaborate?
16 MS. BINGAMAN: I do not understand your
17 V'question.. Could you repeat that?
is ; QUESTIOV. what is the effec: going to be cn
18 ;one ot the smaller opera:ors in town that may not be able
20 to collaborate with a bigger hospital? '
21 MS. BINGAMAN:' All this does is state what
22 ccﬁpetition policy allews. And competitionvpolicy right
23 now, the matter of sharing of expensive equipment, allows
24 hospitals jointly to purchaea’a piece of egquipment if they
25 could not utilize it effectively themselves. In other

ALDERSON REPORTING COMPANY, INC.
(202)289-2260 (800) FOR DEPO
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words, 1! thera 18 no need in a town for two CAT scan

machines there is only half demand by each hospxtal for

.one C&T~scan machine in a particular nown, the'tact is,

tight now, it is permissible for hospxtals to joxntly
purchase a CAT scan machine and to jointly use it, because
it reduces the cost per transaction. And that is pro-
competitive and efficient. A .

But people do not understanthhat. They think
that it is an antitrust violation to even speak about
purchasing jointly a CAT scanAdr some other piecé of
equipment, a helicopter or whatever you wént to talk
about. And the purpose of tﬁese is to clarify the
instances in which it is permissible.

Now there avre also instances in which it is not

permissible. So we have a safety zone, and then we have

the rule of reasén analysis for instances that do not fall
into :he‘safecy zerie, and then we have the backup business
review procedure for anycne in the country who wants to
ask us -- Here is my sztuatxon can I or can I net do |
thig? -- and we will respcnd

CHAIRMAN STEIGER: I would add that ne:»her
Agency has ever challenged a jcint venture on the purchase
of high-tech or éxpensive hospital machinery. It is
clearly'within the -- as‘the guidelines indicate -- a

permissible activity and we do lay that out. But, in

ALDERSON REPORTING COMPANY, INC.
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spite of the fact that there has never been a challenge.

we have been told there is this 1ingering uncertainty that

was chilling effective pro- conpetztxve, pro-consumer

‘choicesﬂ~ And thza 15 wha: is in the root of the polxcy

QUESTION: Chairmaﬁ Stexger, one of your
commissioners, Deborah Owen, dissented, and contended that
this is special interest antitrust exemptipn and that you
should do it, if you do it at all, through legislatiom,

not through unilateral actions such as this. Could you

speak to that point?

CHAIRMAN STEIGER: Well, I think Howard
Metzenbaum said it véry'ciearly. these are not exémpticns.
These are étatements of Current'enforéemant‘policy. They
are the type of guidance that I believe we do in this
particular extremely dynamic and very fractionalized -- in
the sense cf marﬁets -+ industry. I do not think
legislation is needed. I do not think there are any
exemptions that we are talkiné about.

.We are talking about laying out groundwork so
that ped?le out across this country know what is clearly
permissible. So my'ansﬁer is no. ' |

MR. STERN: There are about three or four nands.
I think we will cut it off before we gétvtoo heated.

Over here. |

QUBSTION} -You said that these are not legal

ALDERSON REPORTING COMPANY, INC.
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exemptions. aowévex. you noted thac the PTc,éasé which
started in 1989 is still 4n litigation would fall into the
safety zoﬁe’c:eated here. In light of that, would a case
1ike that be brought again? And, if not, will these
after-the-fact, de facto exempﬁions bg antitrust?

CHAIRMAN STEIGER: I would note that -- you“are
corfect -- that publicly they indicate that the
sﬁatisticalgparameters'on that fall in the safety zané. I
would only add that, were a case like that to coﬁe to bat,
we might stili lock at it to see if thére waere
extraordinary circumstances in an~area in a case where we
would normally not or very rarely take an enfcrcement
area. t

I cannot comment as to whether such
circumstances exist. We will decide it under section 7 of
the Clayton Act. But those challenges have been 5o rare.
And the rarity cof them I think confirms our ﬁigh degree of
éomfoic‘with this safety zona.

"QUESTION: I am stil)l not exactly clear. Are

. these safety zones new dr have they already existed but

there just never was a general statement ex§1aining that?
~ CHAIRMAN STEIGER: They are,a.synthesis of our

experience -- the economic literature and our own

experience over time. There are two problems: é census

of 40 patients per day over a three-year period, Our

* ALDERSON REPORTING COMPANY, INC.
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éxperience reflect our e#periences that these are probably
nct competitive situations. They are not compétitive
 hospita1a.~>They are not realizing the ef!i;iencies,‘gnd
probéhly a mgrger gg]most_brobably a merger in :hése ;reasl
weuld not pose consumer injury or an antitrust problem.

| QUESTION: 8o you are saying, Irphink, that ybu
are not creating any new safe harﬁors hera, you are just

lighting'them better and letting them come in faster?

WO 9 M AW N e

CHAIRMAN STEIGER: We are basically synthesizing

- what we know in this area to the best of our ability. 2nd

2
o

11 there might be other measures that could be used.

12 - QUESTION: In the example the assistant

13 se;fetary used about two hospitals sharing a CAT scan or

14 buying a CAT scan jointiy. if those two hospitals then

15 decide to move t$ set rrice to use that CAT scan, would
16 vou then challenge that? . '
17 . MS. BINGAMAN: If the ﬁwo hospital§ do what?
18 QUESTION: Decide jointly to set the price for
18 the use of that CAT scan. Would that run afoul of the

20 antitrust laws?

»21 MS; BINGAMAN: Under my understanding is that

22 under these gﬁidelines they can jointly matket. And I

- 23 believe that means they can jointly price. And s¢ the
24  answer is no.

25 . QUESTION:  Well, how does that enhance

ALDERSON REPORTING COMPANY, INC.
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‘l’ 1 competztzon if they can jointly market?
2 " MS. BINGAMKN That is what is goirg on righc
3 now. ' It enhances competition this light. It keeps each
-4 of them trom separately buying a CAT scan _ And it'keeps
5 each of them £rom havzng to price it double becausa 1n
6 order to recover fully on half ag many procedures of a
7 ‘given piece of extremely expensive equlpment,Ahonestly the
}B price has to be much, much highef than it would be.if you
9 cbuld cut it by usage. ” |
10 And so if those two‘hospitals have the
11 eguipmént, there maykbe a hospital across town that has a
12 different piece of equipment that competes with it; In |
13 other wotds} yoﬁ can‘t look at theee two hospitals in a
. N\ -4 vacuum. In most metropolitan areas there are many', many
15 hospitals, and there can be many of these arrangements
16" going oﬁ; And you cad have a joint venture here competing
17 with a joint venture there, or with a single hospital that
18 nas a lot of procedures on its equipment.
19 QUESTION: Well, can't you separate joint
20 | purchasing of equipmentvtrom joint pricing of the service?
21 MS. BINGAMAN: That could have been done. It
‘22A could have been done, but it was rot.
23 CHAIRMAN STEIGER: I think the guides make it
24 clear that the same violations remain. Price tiiing is

25 price fixing. I think that if you read the specific

@ ' ALDERSON REPORTING COMPANY, INC,
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‘l' policy ‘statement on this joint venture in purchasing 1t

does answer the gquastion.

’ MR STERN we will take a last qnea:ion from
the lady in orange S 'M.‘_,." \
QUESTION What is the impacc of these |
guidelines on the HHS safe harbor provisions, or is‘tﬁ;re'.'*
~any impact? o | ' |
MS. BINGAMAN: I honestly cannot answer that f’}@

do not knew. I am not aware of any. I would give you an

v ® g WM W oN P

-
©

answer if I knew the angwer, but I do not. I honestly

cannot.

$a
.

MR. STERN: Thank you for coming.

o
[* I S ]

(Whereupon, at 11:18 a.m., the press conferenca

3+
S

was concluded.)
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REMARKS OF THE FIRST LADY
TO THE BUSINESS COUNCIL

Williamsburg, Virginia

MRS. CLINTON: Thank you very much. I am delighted to
be here and have this opportunity to visit with you. I know you've
already had a number of very substantive and useful presentations
about health care. And I'm looking forward to the opportunity to
hear your questions and be able to do my best to try to describe
where the administration is in this process.

I wanted to say just a key word about the process and --
(inaudible) =-- especially to this group. The process that the
President put into motion in order to seek out and find the best
possible approaches to dealing with -our health care crisis, because
it is a crisis, has been unprecedented. It struck the President as a
bit .odd that it would be viewed in Washington and somewhat unusual to
try to bring together in one effort people who cross all kinds of
bureaucratic and other lines to work on behalf of a common agenda.

But apparently, as I was told the other day, there
hasn't been anything gquite like this effort since the planning of the
invasion of Normandy. And I think that's a sad commentary to some
extent on our domestic agenda in which we have allowed ourselves to

- be viewing these problems that are national problems through the

prism of various bureaucratic agencies, various special interests,
and losing sight of what the national common interest should be.

To that end the process has, first of all, tried to pull
together from within the federal government itself those people with
expertise, and then to go out and seek advice from some of the people
you've already heard this morning, but many many others who have
brought particular points of view to bear.

I'd like to give you just one idea of how difficult this
has been and why it is so imperative that we follow through on what
we have started. When I began this process, I learned very quickly
that within the federal government itself there were at least five
major agencies using different economic models based on different
economic assumptions to drive different kinds of cost projections
with respect to health care. And there were many other less
important agencies who had pieces of health care who themselves were
engaged in comparable effort; with the result that if one turns to
the federal government and says, what would this proposed benefit
package cost? One would receive, as I did, answers that varied in
cost between $500 and $600, which on aggregate when one is looking at
an entire nation, is an extraordinary amount of money. -

We therefore concluded before we could go forward with
the kind of intensive policy debate that this issue required, we
first had to do everything we could to get the numbers right. Now,
that may sound like an elementary conclusion to you, but it
apparently was rather revolutionary in Washington.

And we put into place a process that has now been going

on for three months, where we got for the very first time all of the
actuaries and all of the economists from within the federal
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government who have influenced health care policy over the last 30
years, but who had never been convened together. And we began
forcing them as best we could to deal with one another, to examine
each other's economic models and assumptions, and to go through a
process that would give us the best possible numbers.

In addition, we convened a panel of nongovernmental,
outside actuaries and economists who deal with health care and some
of whom have been consultants to or in the employ of some of the
businesses in this room, to second-guess and double-check the federal
process. I cannot tell you how complicated it has been to reach some
consensus among the government employees themselves about this issue.
But I have said from the very beginning we would not go forward with
policy proposals until we had agreements on numbers. And we will
have the best numbers that the government has ever had before we do
so. And we are close to a revolution of this, because we are now
running various iterations based on the agreed upon model.

But I wanted to start by giving you some sense of what
the President has been up against in trying to harness even the
resources of the federal government to speak with one voice about
what the health care crisis is costing us, what the projected costs
will be for the kind of policy recommendations that he favors, and
what these savings will be to try to reach some net figures that we
could consider credible.

J

In addition to the kind of hard work that underlies this
process, there has been an extraordinary amount of consultation.
Many of you in this room either through your individual capacity or
through your corporatlon or through associations with which your
corporations is associated, have been part of the more than 1,000
meetings that have been held between interested parties and persons
and members of this health care task force.

That process of consultation will not only continue but
intensify over the next weeks as we get to the point of hammering out
the policy recommendations based upon what we believe will be the
best available numbers to share with you.

In addition to the analytical and evaluative and
consultative process that has gone on within the task force, we have
also worked very hard to begin a substantial publlc education effort;
because one of the pr1nc1pal difficulties we face is that the
American public is aware in a personal way of their health care
situation, but is not aware in the aggregate of what our health care
choices have meant to our economy, to our quality of life, to our
future stability. And so we are working very hard to reach out to
enable people to be participants in a very broad conversation about
what is the state of health care today:; what is the real cost; and
what future policy changes will mean for them personally.

I think that it is also a real difficulty for us is that
even sophisticated decision-makers in their own areas often have
overlooked the real impact that the rising and in some respects
uncontrolled health care costs have had on their business interests
and on the long-term growth prospects for =-- (inaudible).

Many of you have had an occasion to hear presentations
about the impact that health care costs have had on the deficit. But
I want to underline this, because particularly important to this
group, that we have worked very hard in the last several months to
put together a credible deficit reduction proposal -- the first that
our country has really undertaken seriously in several decades. But
it is also clear that given the growth of health care costs in the
federal budget that even were we to adopt the President's proposals,
which, of course, I hope we will, it will create $500 million of
savings in the deficit over the next years; that within five years
the deficit will continue to rise because we will failed to deal with
the principal driver of the rising deficit, which is health care
costs,
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And I think that the interrelationship between our
economic fortune and the deficit reduction that is necessary for us
to regain economic and financial stability for the long-term must
always be talked about in the same breath as health care reform. We
have to make it clear to businesses of all sizes as well as to
individual c1tlzens what ‘is at stake in this health care reform
effort.

So we are attempting then to do a number of things at
once. We're attempting to educate ourselves, educate the American
public, come up with a credible set of cost and savings projections,
and create a policy that will reassure the American people that they
will continue to have access to the best possible health care. They
will be secure in their access, but there will be changes in the way
health care is delivered so that we can begin to try to discipline
the health care system and its costs that will eventually benefit all
of us.

So those are the kinds of multiple goals often times
difficult to describe but always =-- (inaudible) == that are driving
this process. :

And my final word on an- introductory basis is this:
There are many good ideas about how to reform the health care system.
And you have heard from two of the leading advocates for the need for
change. You just heard from Dr. *Dreyheart and *Entopin. What the
process the President has begun, is attempting to do, is to put
together a workable solution that draws from a number of recommended
proposals that will be understandable to the American people and will
result in the changes we are seeking.

There will be plenty of opportunities for _people to
argue over the details. But I hope that as we argue over the
details, we keep in mind the overriding imperative to change what we
are doing now and to do so with the goals of controlling costs;
providing universal access, because access and cost contalnment are
inseparable; and to retain and improve quallty.

If we keep those overriding objectives in mind, I'm
confident that we can work out the details. We want you to be
involved in helping us work out these details, because there are a
number of issues on which your experience, both in the corporate
world and as reluctant but necessary managers of health care, can be
extremely beneficial.

But there is not any -- (inaudible) =-- way to do this.
There is not any easy to do this. There is not any universally
acceptable way to do this that is real. There are lots of folks on
the sidelines who are promising to be able to deliver on health care
reform with no pain and no change. This amounts to one of the most
important restructurings that you will ever be part of. If done
right, which I'm confident it can be, it will also be the most
important role that any of us will play in ensuring the long-term
economic and social well-being of this country.

Thank you all very much. (Applause.)

I would love to be able to answer your questions or to
describe further what we are thinking about, if any of you want to
pose a question. And I would appreciate it if you identify -
yourselves, if that would be all right.

Q On the premise that disease prevention is one way
to improve the cost efficiency of the system, do you have any
encouragement in terms of your deliberation that delivery system as
it relates, for example, to immunization or to delivery of services
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to rural areas can be improved under the auspices of the plan that
you're working on?

MRS. CLINTON: Yes, sir. Let me tell you where we
believe we can make a big difference, because we are not just
changing the way we finance health care, because the changes there
are not going to be all that significant; we are mostly concerned
with changing how we deliver health care, because we think for both
quality and cost reasons that is the key.

We are looking to have the kind of standard uniform
benefit package that Dr. *Entopin referred to at the end of his ,
remarks, which will heavily emphasize primary and preventive health
care; because we have had it backwards for so long now. We will pay
for your hospitalization for cancer, and we will not pay for your pap
smear or mammogram. We will pay for your being the victim of the
increasing number of measles epidemic in our country, be we won't in
our insurance system pay for much of the well child care and the
immunizations that would hopefully prevent that more costly
experience.

- So in the benefit package that will be proposed by the
President, primary and preventive health care will be a part of it.
We think if we can begin to provide that primary care and begin to
encourage more people to utilize it, because it is now reimbursable,
we will in that way alone begin to lower a lot of the costs of acute
care.

In addition, in rural areas, we believe that the kind of
integrated delivery network of care that will be' the result of the
proposal that the President will make, will benefit rural areas
particularly. There are many people in rural areas who do not have
adequate access to health care at this time. We need to provide that
access in two ways: We need to increase the number of practitioners
and facilities; we need to change a lot of the rules that will enable
us to do that; and we need to hook in rural providers into integrated
delivery systems so that they are part of providing care on a
continuum to residents of rural areas.

Let me just give you a few examples. We have had for
the last year a system through Medicare, which has subsidized the
graduate medical education of specialists. It is not, therefore,
surprising that the specialists are now outnumbering by a substantial
majority primary and preventive health care physicians. We need to
change those incentives so that we can provide more of the kind of
personnel that are required not just in rural areas but across the
nation.

We also need to encourage the use of other medical care
professionals, like nurse practitioners and physicians assistants.
They are particularly important in rural areas, but there is also a
role for them elsewhere. 1In order to do that, we have to do things
like change the anticompetitive statutes of a number of states that
have tried to keep many practices and procedures for the sole --
(inaudible) -- of physicians; or even if given the opportunity, to
people who are under the direct control of physicians. We have to
change the way we think about who can deliver primary and preventive
health care.

We need to make better use of technology. We are now
running from good experiments around the country where you have small
hospitals in rural areas hooked up with interactive video in more
sophisticated medical centers that provide better health care.

So there are a number of ways that we think by changing
the delivery system so that rural areas are part of the same systenm
and the physicians and other practitioners in those areas are not out
there on their own, and the reimbursement for services is not heavily
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skewed against rural areas as it is in many ways now, that we will
create a better supply of medical care in those rural areas and begin
to deal with a lot of the access problems that currently exist.

Q ==~ (inaudible) ==

MRS. CLINTON: Yes, sir. In fact, regulatory reform and
administrative reform are at the key of the cost savings that we
think are within the system. I believe that it is a fair estimate to
say that 20 to 25 percent of the costs that we currently have within
the system could be better allocated, as well as eliminated.

Much of that is because of the point you make. We have
over the last years, but particularly within the last 10 years,
particularly within the Medicare and Medicaid system, have created a
regulatory model in which checkers checked checkers, in which there’
is constant second-guessing about decisions that are made which have
no value added to the delivery of health care or as the outcome of
that delivery.

We believe that we will have to do two things
simultaneously -~ well, actually a million things simultaneously --
but two big thlngs simultaneously. As we move on cost containment
and universal access, we will be moving on eliminating a lot of the
unnecessary regulation and paperwork and administrative bureaucracy
that is now eating up a large portion of our health care dollars.
There is no doubt that if we move, for example, as we intend to do,
to a streamlined reimbursement system, that fuses, we hope, one form,
but certainly very few forms, that we will save an enormous amount of
doctor and other practitioner time as well as money.

The average physician is actually spending somewhere
between 30 and 50 percent, depending upon the nature of his practice,
on his income, on the kind of support services that consist of
filling out forms, arguing with insurance companies over who pays for
what, making sure that the proper kind of reimbursement protocols are
met -- from the both private and the public third payers. That has
to be gone. And it is one of our most important goals. :

Now, the cost savings that that will generate will come
over time. It will not be immediate. But we really believe that if
we focus on that, we will be successful in saving billions of
dollars.

And the other point I would make about the regulatory
reform issue is that part of the reason we have -- engage in so much
regulation over the past years is because there is this sense among
all of us, whether we are private payers or public payers to the
health care system, that there is a lot of unnecessary costs and
flaws and abuses going on.

And there is now a growing realization as for the
reasons why. And one can see it anytime one looks at a hospital
bill. I saw it graphically illustrated the other day when someone
sent me a bill for a relative's stay in the hospital and showed me
the comparable cost in the marketplace of some of the items that were
being billed for. And we all know about the $50 Tylenocl. Well, we
also know about the latex gloves, which you can go and -- (inaudible)
~-- wholesale and buy for $28. But if they're used when you're a
patient in the hospital you'll be billed for maybe $100. Or for the
foam rubber mattress that you can go and buy at some outlet for maybe
$100, but you'll be billed $1,100.

Why is that happening? 1Is every hospital administrator
in America a crook? No, of course, not. The reason it is happening
is because we have so much uncompensated and undercompensated care
being delivered in hospitals that you and I and our insurance
companies are therefore billed, and the Medicare system is therefore
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billed, to be able to pick up the slack. That difference between the
$100 and the $1,100 for the foam mattress pays for somebody showing
up who is uninsured at the emergency room and being treated for
something they should have been treated for all along at much less

. cost to the primary and preventive health care system.

So we have to begin to rid ourselves of the regulation
that has attempted to try to control this unsuccessfully and move
toward much more administrative simplification, which I think is
going to be the primary goal -~ (inaudible) =-- administrate the
changes -- (inaudible).

Q - == (inaudible) =--

MRS. CLINTON: My answer is yes, I believe more is
necessary. And I don't know whether it will have as significant an
impact as some people argue it will. We have looked exhaustively at
every study that has been engaged in. And as Robert Reischauer, the
head of the Congressional Budget Office, testified in Congress
recently, the -- (inaudible) == for saving are in the ballpark. I
mean, you've got a low of $2 billion, which are studies that are
obviously favored by -- (inaudible); and you have a high of %40
billion, which are studies obviously favored by physicians.

: The truth is somewhere in the middle. I don't know that
we will ever know where it is. But the facts are that for whatever
reason and for whatever combination of factors, the medical
malpractice system has had an impact, an adverse impact, on the cost
of practicing certain kinds of medicine, absolutely. Obstetricians
are often viewed as the primary victims of this, and have had an
impact =-- again, incalculable -- on the proliferation of checks and
procedures.

There is, however, a much more important reason for the
proliferation of tests and procedures, and that is the whole fee-
for-service system where we pay on the basis of tests and procedures.
When you are in the Medicare system, you get paid on the basis of how
many tests and procedures you run, not on how well you treat this
single human being and what kind of outcome you get.

So what role the malpractice system plays in increasing
defensive medicine is =-- again, I cannot tell you exactly. But we do
need malpractice reform in order to weed out whatever that cost is.
And we intend to come forward with that.

Q I'd like to ask a guestion about a more narrow
area, specifically the diseases of alcoholism and chemical
dependency. In the last three years as a result of the application
of -- or maybe misapplication of managed care -- people are being
denied the ability to go for treatment for these diseases. The net
result is 40 percent of the rehabilitation beds in this country have
been closed in the last -- months. How does your benefit package
deal with these important diseases?

MRS. CLINTON: That's an excellent questlen And. .I ‘heg
to say, this is a prefatory remark. Alcohol and drug abuse are not
only problems in and of themselves, they are contributing in
underlying cost problems within the entire system. I became
interested in this when I began to look at lengths of stay 1n
hospltals and compare like kinds of injuries among the same kind of
people -- a, you have two four-year-old white males had been burned
severely, go into the hospital; where there is an underlying alcohol
problem it takes 10 to 12 days longer for the treatment to be
effectual. So we are therefore, in effect, paying more for the
underlying alcohol problem, even though we're treating a burn
problen.
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So this issue is not just an alcohol, drug issue, it is
a much deeper and more -- (inaudible) =-- health care problem. We
intend in the comprehensive benefit package to provide for mental
health treatments and substance abuse treatment. We are very
conscious of the experience that a number of the corporations in this
room have had in trying to monitor effective mental health and
substance abuse treatment. But we believe that providing it as a
comprehensive benefit will create a bigger and more effective market
than we have currently have.

When Mrs. Betty Ford came to visit me recently to talk
about the Betty Ford Clinic, she brought with her documentation
showing that the cost of the Betty Ford Clinic, which is generally
acknowledged as a very successful treatment center, is substantially
less than many other treatment centers that don't have the same kind
of positive outcome. And yet many people because of the celebrity
connotations associated with that, would assume otherwise. And there
has been very little base information on which to make good
management decisions about the kinds of programs that really work
effectively.

And I would just throw in an additional point here. We
also need to be looking at ways that we can deal with some of the
hard-core problems represented by the severely addicted and severely
mentally ill. And here is a perfect example of why it is important
for us to move in a comprehensive way at once, if one looks at the
mentally ill community.

Twenty-five or more years ago, actually in the late
1960s; I think it was a combination of a Johnson-Nixon policy -- we
made the decision to deinstitutionalize the severely mentally ill.
And we were going to have home-based and community-based care for
them. We did the first part of this, and we never did the second.
The results are lying on the streets and in the parks of every one of
our cities. :

. We, therefore, need to think clearly about how to deal
with these severe problems in an effective way. And we are looking
at the creative ideas of such things as treatment with conditions, so
that people who receive treatment and then fail to follow through, we
will have to look at more.-- perhaps more restricted confinement,
where if they are a danger to themselves and others, or where they
could possibly are public health dangers, such as the growing
tuberculosis epidemic.

So I hope that if we move forward in this policy debate,
substance abuse and the mentally ill will be seen as part of the
comprehen51ve problem that needs to be resolved.

Q Mrs. Clinton, building on that, you mentioned that
there's -- (inaudible). How much is the President's proposal going
to cost? What do your models say, and how do you propose or how will
he propose to allocate those funds? ‘

(-

MRS CLINTON.. Well,. I assume isiince I'm.talking. .to. a.
group of bu51ness executives and off the record, unlike talklng to
people on Capitol Hill and off the record -- (laughter) -- and what I
say to you will not be immediately told to the press because I want
to be as straightforward as I can in this process. I am learnlng
that that is a very difficult matter. (Laughter.)

And -- (inaudible) -~ to my experience, because the
other day in a bipartisan meeting that was an exceptionally good
meeting where there was a lot of good give and take and a great deal |
of honesty on all 51des, I explained where we are in this cost issue,
and one participant in the minority, but with his own agenda =--
(inaudible) -- contact and carried off his particular point into the
sunset. It's a real shame. I just -- (inaudible) -- as I come from
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a prlmarlly prlvate sector experlence, I wish you all would just take
a minute and imagine what it is like to try to make important
decisions with people peering over your shoulders who are running
their own agendas, and may therefore not keep in confidence whatever
you tell them from minute to minute. It makes public life very
challenging.

So what I would like to say, given those ground rules is
that we don't have a final number, as I said in my very opening
remarks. And I'm not going public with any numbers until I can
absolutely defend them and not be ticked off by somebody saying you
forgot assumption 942, which throws you off by $10 billion.

We see two things happening simultaneously. If you look
at how we achieve universal access and cost containment at the same
time, there are very few options available to us. We can either move
towards an entirely government-funded system -- and I know there are
some among you that advocated a large VAT in order to achieve that
government-funded system, in part because you believed that you would
be better off competitively if you were out of the health care
business. But if you look at what it would cost to replace all of
the dollars currently spent in the private sector to support health
care in this country, the amount of a VAT would be extremely large.
There is some variation as to how large. Some people say a 17
percent progressive VAT that would eliminate food and rent and
utilities would be required. Others say if it were progressive, it
would have to be 22 percent -- within 17 to 22 percent range. A
regressive VAT that included food, rent, and utilities would perhaps
be in the 8 to 10 percent range.

That is one alternative. There is another alternative
which is a government-financed system that keeps some private base,
but adds a VAT. And people have come forward with a proposal for
that, which is approximately a 7 percent employer-paid roll with a 7
percent VAT to try to get the equivalent dollars.

The President has rejected both of those for policy
reasons, for substantive reasons and for political reasons. It just
seems that it is very difficult to describe to the American people
why we would need a huge general tax increase to fund our health care
system in a more effective way when we believe there is a tremendous
amount of money within it that can be better utilized in ways which
can be eliminated.

So if we're not going to move toward a general
government -financed tax-based system, then we have the various
alternatives that fall under the broad rubric of a premium approach,
whether it is a pure premium in which there is some kind of mandate
for insurance obligation on the individual and the employer, whether
it is a premium as a percentage of payroll, there are a number of
possibilities there.

And then there -- our third alternative, which we do not
A ‘ plve SOUE - pr i
1nd1v1dua elther”threugh 3\ IRA
out and get his or her own insurance. 1at” '
adequately address cost shifting and achieve universal access which
will therefore further exacerbate the kind of cost shifting that is
currently going on.

If you. look. at the kind of benefit package that we think
is. reasonable, it is not the top-dollar benefit package, but it is
equivalent to what most Americans now have in their "insurance
packages. We think that if you had a combination -- not new taxes,
but a combination of public and private sector investments and the
private sector would be both employer and employee, and the public
sector would be both significant front-end savings and some
additional revenues, most likely from a cigarette-alcohol tax
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combination, because of their direction relation to health care costs
-- that the whole package of investments would be about $100 billion.
And that is not $100 billion in new taxes, but it is $100 billion in
new funding that would go into the system.

At the same time, we believe there is approximately $100
billion in public and private savings that would be ~-- (inaudible) --
realized almost immediately. So what we are attempting to be able to
do to show you and to show your colleagues around the country is that
for most of the businesses in this room, and maybe all of the
businesses in this room, we believe that within a relatively short
period of time, your real costs of health care would decrease. We
believe we would stop your escalating costs and begin to decrease the
costs that you currently pay.

One model that we are looking at is a model in which we
do require all employers of whatever size to participate through an
employer contribution and the acquisition of health care for all
their employees and require all employees to make a contribution.

If we phase in what we believe will be the decreases
that many of you will realize with the new requirements on the
smaller businesses, we think we would get to a level of --
(inaudible) -- in terms of a premium-based payroll percentage that
would be about 7 to 8 percent of payroll. I bet there are not many
of you in this room that are paying only 7 or 8 percent of payroll
for health care right now. We know that some of the car companies
are at 20 percent of payroll. And we know that some of the older
manufacturing industries are at 15, 16 percent of payroll. And many
of the rest of you are at 10 to 12 percent of payroll.

There are large sectors of the economy that utilize
large numbers of first-time workers that are not at 7 percent of
payroll; as well as small businesses that currently do not make a
contribution. '

In addition to health care reform, however, we think you
will not only get savings because everyone will finally be
contributing, which will stop the cost shifting, stop requiring you
to run health care businesses on- the side to try to keep your costs
down, but we also intend to fold into health care reform the health
care portion of workers compensation and automobile insurance. If
you add to what you are currently paying for health care, your
workers comp -- (inaudible) -- your auto insurance-health care costs,
I think we will be able to show you that it will be greatly to your
economic advantage to support the kind of plan we are putting
together.

Most small businesses currently provide some kind of
insurance. The number is about two-thirds. And one of the points we
have begun to make to the small business community is that the small
business that is currently providing health care, it sits on some
main street in Norfolk or Newport News, next door to a small business
that does:..not. ..It!s’ sub51dlzlng the next
health care: payments*tha, ot Sl el ;
town open, keep the phy51c1ans"employed in a dlrect ‘way. And those
services are available to the employees of his neighbor and perhaps
competitor. It has been an extraordinarily unfair competitive
advantage for businesses with whom you compete or even smaller
businesses that you have been paying for their health care.” Often
times not only for their employees health care, but for the owners
health care as well.

What we are also hoping to be able to do is through a
phase-in that will commence as soon as we would be able to pass this
legislation, be able to move on a lot of these administrative fronts
that you have asked about before.
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I cannot give you this exact number until the end of
next week when we finish all of our economic work, but we really
believe that the gross investments will be offset by savings of an
equivalent amount. ©Now, that will require action by the government
as well as the private sector. So let me just give you two more
quick examples to illustrate my point.

Medicaid currently provides health care for two
categories of people generally: there is the Medicaid disabled
population. Those are people with chronic disabilities under 65,
often confined to a nursing home. And there are the Medicaid-funded
nursing home patients. And we have some fairly good evidence, we
think now, that the right kind of managed care will benefit the
Medicaid disabled and =-- (inaudible) -- less money, because there has
been some very good models that have shown how we can achieve better
quality care at less cost with that population.

The other category that is primarily children, if one
compares what we pay for the Medicaid child health care, with either
~an insured child or an uninsured child who seeks comparable care, we
pay a lot more for the Medicaid child care. There are a number of
reasons but the principal reason usually is because they seek care
from the most expensive source. The emergency room is the family's
doctor.

By bringing Medicaid immediately into this comprehensive
system and imposing the same kind of competitive discipline that we
think will work with the rest of the system on that population so
that they are part of integrated delivery networks, they are eligible
to get access to a primary preventative health care physician, we
will save an enormous amount of money that you will no longer have to
sub31dlze, both directly through taxes and indirectly through your
insurance premiums.

And a second quick example is that if one looks at

Medicare, Medicare has done through regulation a job over the last
several years of trying to control prices. One of the results of

- their attempt has been that volume has increased to a great extent.
If we leave Medicare outside this system completely, where it is not
-- not a part of the comprehensive health care reform, we will not
get an end to kind of cost savings from the entire system that we
want. So we will eventually, we hope, be able to move toward phasing
in Medicare as well. And once everybody is in the system with their
various payment sources, we think the total cost of the system will
not only stabilize at the frightening figure of 14 percent GDP, which
it currently is, and not go with the 19 percent projected for the
year 2000, but begin to decrease. And so that is where we are coming
from and looking at an employer-based system building on what we have
kbut with that kind of approach that we think will save all of you
money

Q == (inaudible) =-=- it's been suggested by some that
during the transition perlod and where we are today -- (inaudible) -
-- some form of inner prlce control would be requlred. Can you
comment on that?- ‘ D S UR R PR

4%.;?_.‘

MRS. CLINTON: Yes, sir. We have struggled with this
issue. And I don't know any easy way to get to a conclusion on it.
But let me just outline some of the issues we have tried to think
through. ’

As we transition to a new system, we, every month, lose
ground because costs continue to escalate and eat up more and more--of
our disposable income. And if there were a way to wave a magic wand
and have the health care providers, and those within the health care
economy, voluntarily =-- and mean it -- voluntarily impose discipline
on themselves to control prices, it would be one of the greatest
gifts -- and I would argue, and I don't want to sound like a --

MORE
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(inaudible) =-- but I would argue a very patriotic thing to do at this
point in our country's history.
And as you know, from -- (inaudible) -- prospective,

several major institutions have come forward with just such a
proposal that the administration is looking at very carefully;
because it would be our preference to avoid price control if we can
do so. But we also know that in addition to the responsible members
of the health care industry, there are many who do not air that --
(inaudible) -- and will be intent upon pushing the system to the
limits because they are afraid of the new discipline that any reform
would impose.

So we are considering looking at voluntary price freezes
with legislative stand-by authority that could be triggered. The
only reason we would do so is to try to stabilize the system where it
is now; to try to send a message to the American people that not only
the President is concerned about this but even the responsible people
within the health care industry are concerned about this. They all
know what a crisis it is. And these will be sun-setted or lifted as
soon as we have made a substantial enough transition to this new
system that we think will work. That is -~ (inaudible) -- the

administration is thinking about.

There are those in Congress, as the majority of the
American people, who believe that price controls are the answer to
health care reform. That is how they view it. They believe that
everybody's made a tremendous amount of money off of the system in
the last years.

And so there is a tremendous political pressure to
impose price controls and do so as the answer to health care. The
President obviously doesn't buy that. But some effort to try to
stabilize prices while we move toward a new system, hopefully in a
truly effective voluntary way, may be sought.

Q The good news is that in the first quarter we are
seeing a dramatic reduction in our suppliers, both pharmaceutical and
surgical supply; 89 percent -- (inaudible) =-- year-to-year price
increasing. I'm confident that the labor-intensive health care
provider side of the -- (inaudible) -- of health care system that we
can also bring down labor costs two to three to four percent year-
to-year increasing. My big concern is how we win with voluntary or
mandated global budgets if over 50 percent of our business will be
frozen for up to two years as Congress is passing -- the House has =--
on the Medicare portion. It's just impossible to do, you can --
(inaudible).

MRS. CLINTON: Let me say two things about that. And I
don't mean this to be critical but just as a comment. It's an
1nterest1ng comment on the market that any sector of the economy can
drop prlces so dramatically in such a short perlod of time. I think
that that is a very salientary point to keep in mind, which is why I
think some kind of voluntary action is entirely w1th1n the realm of
the economically feasible. for mostssectors iof ‘the- health care:
economy.

Secondly, global budgetlng, as the administration
considers it, is a fail-safe mechanism. If a competitive market
really works so that suppliers and deliverers of health care truly
are competing and don't have the kind of range of options to be able
to pick and choose their prices without much fear of any
accountablllty because they have no discipline then imposed upon them
in the marketplace, then we won't need budgets.

I don't think the country, though, can take the chance
that that will work immediately. We have a lot of cultural and
attitudinal changes that have to take place in this entire system
starting with the individual and going up institutionals.




- PHOTOCOPY
C1m - PRESERVATION

So I believe that a budgeting system that sets targets
and gives a realistic view to the entire country of how much this
country is willing to spend on health care, which is allocated in at
the state level, will have varying effects on individual hospitals

depending upon where they stand currently within their own budget
disciplines.

I can't answer what the exact impact of freezing GRGs
and some of the other Medicare changes that the President is
proposing will be in the short run, but we hope that we will begin to
be able to move away from a lot of that regulation so that hospitals
and doctors together will make the right decisions for patients. But
we think that there has to be some sense of a budget within which
those decisions should be made; that until the market in this sector
of the economy =-- and from my prospective, the market hasn't worked
either in health care or in higher education financing or in a lot of
other surface areas, effectively -- so until we can get more
effective market mechanisms that work in this industry that had been
immune from the market, I don't see how we can count on the people
who are currently within it even effectively dealing with the changes
in the absence of a discipline of a budget. So that's where we are.

Thank you.

END



