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Hello, North Carolina!    Thank you so much. All right, 
please, everybody have a seat. I am so excited to be 

back in Raleigh, to be back in North Carolina. This is a com-
munity and a state that has been so good to me. And I know 
that part of the reason is because I travel with one of your 
home boys, Reggie Love. But I hope it’s more than that.

A couple of people I want to acknowledge very quickly. 
First of all, I just want to thank Sara Coleman for the 
wonderful introduction. Give her a great round of ap-
plause. She brought me a Cupcake Factory tee-shirt—
but no cupcakes. I mean, I know I’ve been talking about 
health care a lot, but I think cupcakes are good for your 
health.  So, next time.

I also want to acknowledge the Broughton High School 
Jazz Ensemble. I want to thank Gardner Taylor for the 
invocation—Tom Gill for the Pledge of Allegiance—
Chelsea Cole for the National Anthem—Del Burns, our 
Wake County Public Schools Superintendent. 

I want to thank Stephen Mares, the Broughton High 
School principal. I want to thank your own Governor, 
Bev Perdue, who is here. Unfortunately, Senator Kay 
Hagan, Senator Richard Burr, and Congressman Brad 
Miller can’t be here because they’re all working hard in 
Washington. Give them a big round of applause. 

We also have the Raleigh Mayor, Charles Meeker, is 
here. Where’s Charles?  There he is, right here. We’ve 
got the Speaker of the House right here. Give them a big 
round of applause. I hear that the former governor, Jim 
Hunt, is in the hall—right?  

There are a lot of elected officials, I’m starting to get 
into trouble. So I’m going to stop there and just say 
thank you to all of them for their outstanding service.

It is not only great to be back in Raleigh, it is also nice 
to get out of Washington. With all the noise and the fuss-
ing and the fighting that goes on, it’s pretty easy for the 
voices of everyday people to get lost, and for folks to for-
get why they’re there.

So when I took office in January, I asked to receive 10 
letters—to see 10 letters from people across the country 
every day. They’re just selected by the mail room. We get 
about 40,000 letters a day; they send me about 10 a day, and 
I read through them. And some of them are heartbreaking, 
people talking about the tough times they’re going through; 
some of them are inspiring. Most of the letters these days 
are about one thing, and that’s the economy. So this is a 
town hall meeting, but before I take your questions, I want 
to spend a few minutes just talking about where we are and 
where we need to go on the economy.

I don’t know whether you’ve seen the latest cover of 
Newsweek magazine on the rack at the grocery store, but 
the cover says, “The Recession is Over.”  Now, I imagine 
that you might have found the news a little startling. I 
know I did. Here is what’s true. We have stopped the free-
fall. The market is up and the financial system is no longer 
on the verge of collapse. That’s true. We’re losing jobs at 
half the rate we were when I took office six months ago. 
We just saw home prices rise for the first time in three 
years, so there’s no doubt that things have gotten better. 

We may be seeing the beginning of the end of the reces-
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sion. But that’s little comfort if you’re one of the folks who 
have lost their job and haven’t found another. Unemploy-
ment in North Carolina is over 10 percent today. A lot of 
small businesses like Sara’s are still struggling with falling 
revenue and rising costs. Health care premiums, for ex-
ample, are rising twice as fast as wages, and much more 
for small businesses—something that I’ll talk about a little 
bit later. So we know the tough times aren’t over. But we 
also know that without the steps we have already taken, 
our troubled economy—and the pain it’s inflicting on 
North Carolina families—would be much worse.

So let’s look at the facts. When my administration 
came into office, we were facing the worst economy of 
our lifetimes. We were losing an average of 700,000 jobs 
per month. It was nearly impossible to take out a home 
loan or an auto loans or a  student loan and loans for 
small business to buy inventory and make payroll. And 
economists across the ideological spectrum—conserva-
tives and liberals—were fearing the second coming of a 
Great Depression.

At the time, there were some who thought doing noth-
ing was somehow an option. I disagreed. We knew that 
some action was required. We knew that ending our im-
mediate economic crisis would require ending the hous-
ing crisis where it began, or at least slowing down the 
pace of foreclosures. That’s why we took unprecedented 
action to stem the spread of foreclosures by helping re-
sponsible homeowners stay in their homes and pay their 
mortgages. We didn’t stop every foreclosure; wouldn’t 
help every single homeowner who had gotten overextend-
ed. But folks who could make their payments with a little 
bit of help, we were able to keep them in their homes.

Ending this immediate crisis also required taking steps 
to avert the collapse of our financial system, which, as 
Federal Chairman Bernanke said the other day, was a real 
possibility. Now, let me just say this about banks. I know 
it didn’t seem fair to many Americans to use tax dollars to 
stabilize banks that took reckless risks and helped to cause 
this problem in the first place. It didn’t seem fair to me, 
either. And even though the bank bailout began under the 
previous administration, and I wasn’t always happy with 
the lack of accountability when it was first begun, I do 
believe that it was actually necessary to step in, because by 
unlocking frozen credit markets and opening up loans for 
families and businesses, we helped stop a recession from 
becoming a depression. And by the way, taxpayers are al-
ready being paid back by the banks—with interest.

We also took steps to help a struggling auto industry 
emerge from a crisis largely of its own making. Again, 
some folks thought, why are we doing that?  There was 
a strong argument to let General Motors and Chrysler go 
under, and I know many of you probably share that view. 
And if we had been in ordinary times  - not teetering on 
the brink of depression—we might have exercised other 
options, because if you make a series of bad decisions 

that undermine your company’s viability, the folks back 
here, they probably wouldn’t get bailed out, your com-
pany wouldn’t be in business. And many folks didn’t see 
why these companies should be treated any differently. 
But in the midst of a recession, their collapse would have 
wreaked even worse havoc across our economy. 

So I said if GM and Chrysler were willing to do what was 
necessary to make themselves competitive, and if taxpayers 
were repaid every dime they put on the line, it was a pro-
cess worth supporting. We saved hundreds of thousands of 
jobs as a result. And we expect to get our money back. 

Now, even as we worked to address the crisis in our 
banking sector, in our housing market, in our auto 
industry—and by the way, there was a flu that came by 
during that process—we also began attacking our eco-
nomic crisis on a broader front. Less than one month af-
ter taking office we enacted the most sweeping economic 
recovery package in history. And by the way, we did so—
we did so without any earmarks or wasteful pork barrel 
projects, pet projects, that we’ve become accustomed to. 
Not one was in there. 

Now, there’s a lot of misinformation about the Recov-
ery Act or the stimulus, whatever you want to call it. So 
let me just lay out the facts, because I think some folks 
are confused. As I was driving in, everybody was—there 
were some folks cheering and then were some folks with 
signs. So I hope they’re paying attention, because I want 
to make sure everybody understands exactly what the 
Recovery Act was all about.

To date, roughly a quarter of the Recovery Act’s funding 
has been committed; over 30,000 projects have been ap-
proved; thousands have been posted online, as part of an ef-
fort to uphold the highest standards of transparency and ac-
countability when it comes to our economic Recovery Act.

Now, the Recovery Act is divided into three parts. And 
I know a lot of people think, oh, this is just blown-up 
government and wasting money. Let me describe exactly 
where this money went, just so if your friends or neigh-
bors talk to you, you can give them the right information. 

One-third of the entire Recovery Act is for tax relief 
for you, for families and small businesses—one-third of 
it. Ninety-five percent of you got a tax cut. You may not 
notice it—because it’s appearing in your paycheck on a 
weekly—every time you get a paycheck, as opposed to 
you getting a lump sum. Because it turned out that by 
spreading it out, it had more of a potential to stimulate 
the economy. That’s what the economists advised us to 
do. But a third of it is going to tax breaks, to individuals 
and small businesses. That’s money in your pocket to buy 
cupcakes and other necessities of life. 

So for Americans struggling to pay rising bills with 
shrinking wages, we have kept a campaign promise to 
put a middle class tax cut in the pockets of 95 percent 
of working families—that began showing up in your 
paycheck about three months ago. We also cut taxes for 
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small businesses on the investments that they make.
So just remember this, one-third of it—if you think 

about the recovery, it was a little under $800 billion—a 
third of it went to tax cuts. And all those folks who are 
complaining about growing government and all that 
stuff—we are actually cutting your taxes; giving your 
money back so you can spend it. That’s a third.

Another third of the money in the Recovery Act is for 
emergency relief that is helping folks who’ve borne the 
brunt of this recession. For Americans who were laid off, 
we expanded unemployment benefits—a measure that’s 
already made a difference for 12 million Americans. So 
we extended unemployment insurance; that’s made a dif-
ference in 12 million Americans, including 300,000 folks 
here in North Carolina who would have been cut off 
from unemployment insurance if we hadn’t extended it.  

We’re making health insurance 65 percent cheaper for 
families who were relying on COBRA while looking for 
work. So let me just see a show of hands. How many peo-
ple know what COBRA is?  All right. So you know that 
if you lose your job, you’re allowed to keep your health 
insurance by paying premiums through COBRA. Here’s 
the problem:  If you’ve lost your job and your premium is 
$1,000 right at a time when you’ve got no job, it’s hard to 
come up with that money, right?  So what we did in the 
recovery package was to say, we’re going to give—65 per-
cent of those costs we will pick up so that you can keep 
your health insurance while you’re looking for a job. 

And for states who were facing historic budget short-
falls—I was just talking to the Governor and the Speaker. 
We provided assistance that has saved the jobs of tens of 
thousands of teachers and police officers and firefighters.  

So that’s the second third. I just want to remind every-
body:  first third, tax cuts; second third was providing 
emergency relief to families who had lost their jobs, for 
their insurance, and to support them with unemploy-
ment insurance, and states that otherwise would have 
billions of dollars in shortfalls. 

Now, that’s two-thirds of the money of the Recovery 
Act. And if we hadn’t put that in place, imagine the situ-
ation that people would be going through right now. 
It would be a lot worse, and the states would be going 
through a lot tougher times, having to make cuts that 
they don’t want to make. 

All right, so this brings us to the last third—and this is 
where the critics will say, okay, well maybe we agree with 
the tax cuts, maybe we agree with the assistance to the 
states and individuals, but what about that last third, all 
those investments?  Well, you know what, we decided 
that the last third should be for short-term and long-term 
investments that are putting people back to work, and 
build a stronger economy for the future. 

And I want you to know this money is not being wasted. 
We’re seeing the results of these investments here in Raleigh 
and across North Carolina. The Beltline is being resurfaced 

between Wake Forest Road and Wade Avenue. The Raleigh 
Durham Airport is renovating its runways. The City of Ra-
leigh’s transit system is building a new operations and main-
tenance facility. Over 500 people are going to work as part 
of a summer youth work initiative. Water treatment plants 
are being renovated throughout the Triangle.

These are the kinds of projects being launched across 
the country—to rebuild crumbling roads and highways 
and bridges and waterways—with the largest new invest-
ment in our national infrastructure since Eisenhower 
built the Interstate Highway System in the 1950s. And 
that puts people to work right away, but it also creates a 
long-term, sustainable economic future.

Now, I know that there are some critics in Washing-
ton—maybe out there—they say, well, you’ve been too 
slow getting these projects started. They’re saying we 
should have broken ground on all our highway projects 
on the first day. Well, that’s impossible, especially because 
I wanted to be sure we did our homework and invested 
our tax dollars only in those projects that actually created 
jobs and jumpstarted our economy. 

So we knew that it was going to take a few months be-
fore these projects got online. That takes time—if you’re 
going to do it right. And we’ve already eliminated waste-
ful projects that didn’t meet this test—because every 
taxpayer should have the assurance that we’re investing 
their hard-earned tax dollars responsibly.

So just remember, if somebody asks you about the 
stimulus or the recovery:  one-third of it is in your pock-
et in tax cuts; one-third of it is unemployment insur-
ance relief, help on COBRA, and making sure that states 
don’t have to make cuts that would make things worse; 
one-third of it, investments in roads and bridges, put-
ting people back to work. So it will take time to achieve 
a complete recovery. We’re not going to rest until anyone 
who’s looking for work can find a job. But there should 
be little debate that the steps we took, taken together, 
have helped stop our economic freefall.

That’s the story of the first six months. It’s cost some 
money to do this, although I’ve got to say, when I hear 
critics talk about out-of-control spending, I start scratch-
ing my head. I can’t help but remember those same critics 
contributed to a $1.3 trillion deficit that I inherited when 
I took office. I mean, seriously. I’m now President so I’m 
responsible for solving it, but I do think we shouldn’t 
have a selective memory—in terms of spending habits. 
You hand me a $1.3 trillion bill and then you’re complain-
ing six months later because we haven’t paid it all back.

A debt, by the way, that was partially a result of two tax 
cuts that went primarily to the wealthiest few Americans 
and a Medicare drug program that wasn’t paid for. These are 
the same folks who are now complaining about, well, health 
care, we can’t afford health care. You passed the prescription 
drug plan—didn’t pay for it—handed the bill to me.

Now, because of that debt, a lot of people are saying we 
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can’t go any further in tackling our problems; we defi-
nitely can’t do health care—too much debt, too big defi-
cits. Look, I understand the concern about debt. I have 
to—I’m looking at these spreadsheets every day. We dug 
ourselves a deep hole. And because of the recovery pack-
age that we put together, that has added to it. So we now 
have problems. We’re going to have to tighten our belt. 
But we can’t do it in the middle of the stimulus. We can’t 
do it in the middle—just as the economy is coming out 
of recession. No economist would recommend that. 

And I do understand people who feel like they’ve had 
to cut back, so why shouldn’t the government have to cut 
back; why start a new government program now?  So let 
me just explain why the health of the American people 
and the American economy demands health insurance 
reform. I want to just explain briefly reform, what it will 
mean for you. And then we’ll start taking questions.

First of all, nobody is talking about some government 
takeover of health care. I’m tired of hearing that.  I have 
been as clear as I can be. Under the reform I’ve proposed, 
if you like your doctor, you keep your doctor. If you like 
your health care plan, you keep your health care plan. 
These folks need to stop scaring everybody. Nobody is 
talking about you forcing—to have to change your plans. 

But if you’re one of the 46 [million] Americans who 
don’t have coverage today, or you’ve got that coverage 
where you got a $10,000 deductible, so it’s basically 
house insurance, it’s not health insurance—you pay the 
premiums so you won’t lose your house if you get hit by 
a bus, heaven forbid—then you’ll finally be able to get 
quality, affordable coverage.

But what a lot of chatter out there hasn’t focused on 
is the fact that if you’ve got health insurance, then the 
reform we’re proposing will also help you because it will 
provide you more stability and more security. Because the 
truth is we have a system today that works well for the in-
surance industry, but it doesn’t always work well for you. 
So what we need, and what we will have when we pass 
these reforms, are health insurance consumer protections 
to make sure that those who have insurance are treated 
fairly and insurance companies are held accountable.

Let me be specific. We will stop insurance companies 
from denying you coverage because of your medical his-
tory. I’ve told this story before—I will never forget watch-
ing my own mother, as she fought cancer in her final 
days, worrying about whether her insurer would claim 
her illness was a preexisting condition so they could 
wiggle out of paying for her coverage. How many of you 
have worried about the same thing?    A lot of people 
have gone through this. Many of you have been denied 
insurance or heard of someone who was denied insur-
ance because they got—had a preexisting condition. That 
will no longer be allowed with reform. We won’t allow 
that. We won’t allow that.

With reform, insurance companies will have to abide 

by a yearly cap on how much you can be charged for 
your out-of-pocket expenses. No one in America should 
go broke because of an illness. 

We will require insurance companies to cover routine 
checkups and preventive care, like mammograms and 
colonoscopies—eye and foot exams for diabetics, so we can 
avoid chronic illnesses that cost not only lives, but money. 

No longer will insurance companies be allowed to drop 
or water down coverage for someone who’s become seri-
ously ill. That’s not right, it’s not fair. We will stop insur-
ance companies from placing arbitrary caps on the cover-
age you can receive in a given year or in a lifetime. 

So my point is, whether or not you have health insurance 
right now, the reforms we seek will bring stability and se-
curity that you don’t have today—reforms that will become 
more urgent and more urgent with each passing year.

So, in the end, the debate about reform boils down to a 
choice between two approaches. The first is projected to 
double your health care costs over the next decade, make 
millions more Americans uninsured, bankrupt state and 
federal governments, and allow insurance companies to 
run roughshod over consumers. That’s one option. That’s 
called the status quo. That’s what we have right now. 

I want everybody to understand this. If we do nothing, I 
can almost guarantee you your premiums will double over 
the next 10 years because that’s what they did over the last 
10 years. It will go up three times faster than your wages, 
so a bigger and bigger chunk of your paycheck will be go-
ing into health insurance. It will eat into the possibility of 
you getting a raise on your job because your employer is 
going to be looking and saying, I can’t afford to give you 
a raise because my health care costs just went up 10, 20, 
30 percent. And Medicare, which seniors rely on, is going 
to become more and more vulnerable. On current projec-
tions, Medicare will be in the red in less than 10 years.

So that’s the status quo. When everybody goes around 
saying, why is Obama taking on health care—that’s the 
answer. That’s one option. I don’t like that option. You 
shouldn’t either. That plan doesn’t sound too good. That’s 
the health care system we have right now. 

So we can either continue with that approach, or we can 
choose another approach, one that will gradually bring 
costs down; will improve quality and affordability for ev-
ery American when it comes to their health care; and will 
help get our exploding deficits under control. That’s the 
health care system we can bring about with reform.

So back in Washington, there’s been a lot of talk about the 
politics of health care and who’s up and who’s down, and 
what it will mean for my party if this—will my presidency 
be damaged severely if we don’t pass health care. I keep on 
saying to people, I’ve got health care. This is not for me. 

Here in North Carolina you know this isn’t about poli-
tics. This is about people’s lives. This is about people’s 
businesses. This is about the future. I want our children 
and our grandchildren to look back and say this is when 
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we decided to take the politics out of it and start doing 
something for the future of this country. 

I’m going to need your help, Raleigh, let’s go do it. 

Thank you. Thank you. Thank you very much. All 
right. I was getting fired up there at the end. Okay. So 
this is the town hall portion. 

Regulatory Restructuring
STRENGTHENING THE FINANCIAL SYSTEM

Address by BEN S. BERNANKE, Chairman of the U.S. Federal Reserve Board
Delivered to the Committee on Financial Services, U.S. House of Representatives, Washington, D.C., July 24, 2009

Chairman Frank, Ranking Member Bachus, and other 
members of the Committee, I appreciate the opportunity 

to discuss how to improve the U.S. financial regulatory system 
so as to contain systemic risk and to address the related prob-
lem of too-big-to-fail financial institutions. Experience over 
the past two years clearly demonstrates that the United States 
needs a comprehensive strategy to help prevent financial cri-
ses and to mitigate the effects of crises that may occur. 

The roots of this crisis lie in part in the fact that regula-
tory powers and capacities lagged the increasingly tight 
integration of conventional lending activities with the 
issuance, trading, and financing of securities. This crisis 
did not begin with depositor runs on banks, but with 
investor runs on firms that financed their holdings of 
securities in the wholesale money markets. An effective 
agenda for containing systemic risk thus requires adjust-
ments by all our financial regulatory agencies under ex-
isting authorities. It also invites action by the Congress 
to fill existing gaps in regulation, remove impediments 
to consolidated oversight of complex institutions, and 
provide the instruments necessary to cope with serious 
financial problems that do arise.

In keeping with the Committee’s interest today in a 
systemic risk agenda, I will identify some of the key 
administrative and legislative elements that should be 
a part of that agenda. Ensuring that all systemically 
important financial institutions are subject to effective 
consolidated supervision is a critical first step. Second, 
a more macro prudential outlook--that is, one that takes 
into account the safety and soundness of the financial 
system as a whole, as well as individual institutions--
needs to be incorporated into the supervision and regu-
lation of these firms and financial institutions more gen-
erally. Third, better and more formal mechanisms should 
be established to help identify, monitor, and address 
potential or emerging systemic risks across the financial 
system as a whole, including gaps in regulatory or su-
pervisory coverage that could present systemic risks. A 
council with broad representation across agencies and 
departments concerned with financial supervision and 
regulation is one approach to this goal. Fourth, a new 
resolution process for systemically important nonbank 
financial firms should be created that would allow the 

government to wind down a troubled systemically im-
portant firm in an orderly manner. Fifth, all systemically 
important payment, clearing, and settlement arrange-
ments should be subject to consistent and robust over-
sight and prudential standards.

The role of the Federal Reserve in a reoriented financial 
regulatory system derives, in our view, directly from its 
position as the nation’s central bank. Financial stability is 
integral to the achievement of maximum employment and 
price stability, the dual mandate that Congress has con-
ferred on the Federal Reserve as its objectives in the con-
duct of monetary policy. Indeed, there are some important 
synergies between systemic risk regulation and monetary 
policy, as insights garnered from each of those functions 
informs the performance of the other. Close familiarity 
with private credit relationships, particularly among the 
largest financial institutions and through critical payment 
and settlement systems, makes monetary policy makers 
better able to anticipate how their actions will affect the 
economy. Conversely, the substantial economic analysis 
that accompanies monetary policy decisions can reveal po-
tential vulnerabilities of financial institutions.

While the improvements in the financial regulatory 
framework outlined above would involve some expan-
sion of Federal Reserve responsibilities, that expansion 
would be an incremental and natural extension of the 
Federal Reserve’s existing supervisory and regulatory 
responsibilities, reflecting the important relationship be-
tween financial stability and the roles of a central bank. 
An effective and comprehensive agenda for addressing 
systemic risk will also require new responsibilities for 
other federal agencies and departments, including the 
Treasury, Securities and Exchange Commission (SEC), 
Commodity Futures Trading Commission (CFTC), and 
Federal Deposit Insurance Corporation (FDIC). 

Consolidated Supervision of Systemically Impor-
tant Financial Institutions

The current financial crisis has clearly demonstrated 
that risks to the financial system can arise not only in the 
banking sector, but also from the activities of other finan-
cial firms--such as investment banks or insurance organi-
zations--that traditionally have not been subject, either by 
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law or in practice, to the type of regulation and consoli-
dated supervision applicable to bank holding companies. 
While effective consolidated supervision of potentially 
systemic firms is not, by itself, sufficient to foster financial 
stability, it certainly is a necessary condition. The Admin-
istration’s recent proposal for strengthening the financial 
system would subject all systemically important financial 
institutions to the same framework for prudential supervi-
sion on the same consolidated or group-wide basis that 
currently applies to bank holding companies. In doing so, 
it would also prevent systemically important firms that 
have become bank holding companies during the crisis 
from reversing this change and escaping prudential super-
vision in calmer financial times. While this proposal is an 
important piece of an agenda to contain systemic risk and 
the too-big-to-fail problem, it would not actually entail a 
significant expansion of the Federal Reserve’s mandate.

The proposal would entail two tasks--first identifying, 
and then effectively supervising, these systemically im-
portant institutions. As to supervision, the Bank Holding 
Company Act of 1956 (BHCA) designates the Federal 
Reserve as the consolidated supervisor of all bank holding 
companies. That act provides the Federal Reserve a range 
of tools to understand, monitor and, when appropriate, 
restrain the risks associated with an organization’s consoli-
dated or group-wide activities. Under this framework, the 
Federal Reserve has the authority to establish consolidated 
capital requirements for bank holding companies. In ad-
dition, subject to certain limits I will discuss later, the act 
permits the Federal Reserve to obtain reports from and 
conduct examinations of a bank holding company and any 
of its subsidiaries. It also grants authority to require the 
organization or its subsidiaries to alter their risk-manage-
ment practices or take other actions to address risks that 
threaten the safety and soundness of the organization.

Under the BHCA, the Federal Reserve already super-
vises some of the largest and most complex financial 
institutions in the world. In the course of the financial 
crisis, several large financial firms that previously were 
not subject to mandatory consolidated supervision--
including Goldman Sachs, Morgan Stanley, and American 
Express--became bank holding companies, in part to as-
sure market participants that they were subject to robust 
prudential supervision on a consolidated basis. While 
the number of additional financial institutions that 
would be subject to supervision under the Administra-
tion’s approach would of course depend on standards or 
guidelines adopted by the Congress, the criteria offered 
by the Administration suggest to us that the initial num-
ber of newly regulated firms would probably be relatively 
limited. One important feature of this approach is that it 
provides ongoing authority to identify and supervise oth-
er firms that may become systemically important in the 
future, whether through organic growth or the migration 
of activities from regulated entities.

Determining precisely which firms would meet these 
criteria will require considerable analysis of the linkages 
between firms and markets, drawing as much or more on 
economic and financial analysis as on bank supervisory 
expertise. Financial institutions are systemically important 
if the failure of the firm to meet its obligations to creditors 
and customers would have significant adverse consequenc-
es for the financial system and the broader economy. At any 
point in time, the systemic importance of an individual firm 
depends on a wide range of factors. Obviously, the conse-
quences of a firm’s failure are more likely to be severe if the 
firm is large, taking account of both its on- and off-balance 
sheet activities. But size is far from the only relevant con-
sideration. The impact of a firm’s financial distress depends 
also on the degree to which it is interconnected, either 
receiving funding from, or providing funding to, other po-
tentially systemically important firms, as well as on whether 
it performs crucial services that cannot easily or quickly be 
executed by other financial institutions. In addition, the im-
pact varies over time: the more fragile the overall financial 
backdrop and the condition of other financial institutions, 
the more likely a given firm is to be judged systemically 
important. If the ability of the financial system to absorb ad-
verse shocks is low, the threshold for systemic importance 
will more easily be reached. Judging whether a financial 
firm is systemically important is thus not a straightforward 
task, especially because a determination must be based on 
an assessment of whether the firm’s failure would likely 
have systemic effects during a future stress event, the precise 
parameters of which cannot be fully known.

For supervision of firms identified as systemically impor-
tant to be effective, we will need to build on lessons learned 
from the current crisis and on changes we are already un-
dertaking in light of the broader range of financial firms 
that have come under our supervision in the last year. In 
October, we issued new consolidated supervision guidance 
for bank holding companies that provides for supervisory 
objectives and actions to be calibrated more directly to the 
systemic significance of individual institutions and bolsters 
supervisory expectations with respect to the corporate gov-
ernance, risk management, and internal controls of the larg-
est, most complex organizations. We are also adapting our 
internal organization of supervisory activities to take better 
advantage of the information and insight that the economic 
and financial analytic capacities of the Federal Reserve can 
bring to bear in financial regulation.

The recently completed Supervisory Capital Assess-
ment Process (SCAP) reflects some of these changes in the 
Federal Reserve’s system for prudential supervision of the 
largest banking organizations. This unprecedented process 
specifically incorporated forward-looking, cross-firm, and 
aggregate analyses of the 19 largest bank holding compa-
nies, which together control a majority of the assets and 
loans within the financial system. Importantly, supervisors 
in the SCAP defined a uniform set of parameters to apply 
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to each firm being evaluated, which allowed us to evalu-
ate on a consistent basis the expected performance of the 
firms, drawing on individual firm information and inde-
pendently estimated outcomes using supervisory models. 
Drawing on this experience, we will conduct horizontal 
examinations on a periodic basis to assess key operations, 
risks, and risk-management activities of large institutions. 

We also plan to create a quantitative surveillance pro-
gram for large, complex financial organizations that will 
use supervisory information, firm-specific data analysis, 
and market-based indicators to identify developing strains 
and imbalances that may affect multiple institutions, as 
well as emerging risks to specific firms. Periodic scenario 
analyses across large firms will enhance our understand-
ing of the potential impact of adverse changes in the op-
erating environment on individual firms and on the sys-
tem as a whole. This work will be performed by a multi-
disciplinary group composed of our economic and market 
researchers, supervisors, market operations specialists, 
and accounting and legal experts. This program will be 
distinct from the activities of on-site examination teams 
so as to provide an independent supervisory perspective, 
as well as to complement the work of those teams.

To be fully effective, consolidated supervisors must 
have clear authority to monitor and address safety and 
soundness concerns and systemic risks in all parts of 
an organization, working in coordination with other 
supervisors wherever possible. As the crisis has demon-
strated, the assessment of nonbank activities is essential 
to understanding the linkages between depository and 
non-depository subsidiaries and the risk-profile of the 
organization as a whole. The Administration’s proposal 
would make useful modifications to the provisions 
added to the law in 1999 that limit the ability of the 
Federal Reserve to monitor and address risks within an 
organization and its subsidiaries on a group-wide basis. 

A Macro prudential Approach to Supervision  
and Regulation

The existing framework for the regulation and supervi-
sion of banking organizations is focused primarily on the 
safety and soundness of individual organizations, par-
ticularly their insured depository institutions. As the Ad-
ministration’s proposal recognizes, the resiliency of the 
financial system could be improved by incorporating a 
more explicit macro prudential approach to supervision 
and regulation. A macro prudential outlook, which con-
siders inter-linkages and interdependencies among firms 
and markets that could threaten the financial system in a 
crisis, complements the current micro prudential orien-
tation of bank supervision and regulation.

Indeed, a more macro prudential focus is essential in 
light of the potential for explicit regulatory identification 
of systemically important firms to exacerbate the “too big 
to fail” problem. Unless countervailing steps are taken, the 

belief by market participants that a particular firm is too 
big to fail, and that shareholders and creditors of the firm 
may be partially or fully protected from the consequences 
of a failure, has many undesirable effects. It materially 
weakens the incentive of shareholders and creditors of the 
firm to restrain the firm’s risk-taking, provides incentives 
for financial firms to become very large in order to be per-
ceived as too big to fail, and creates an unlevel competitive 
playing field with smaller firms that may not be regarded as 
having implicit government support.

Creation of a mechanism for the orderly resolution of sys-
temically important nonbank financial firms, which I will 
discuss later, should help remediate this problem. In addi-
tion, capital, liquidity, and risk-management requirements 
for systemically important firms will need to be strength-
ened to help counteract moral hazard effects, as well as the 
greater potential risks these institutions pose to the financial 
system and to the economy. We believe that the agency re-
sponsible for supervision of these institutions should have 
the authority to adopt and apply such requirements, and 
thus have clear accountability for their efficacy. Optimally, 
these requirements should be calibrated based on the rela-
tive systemic importance of the institution, a different mea-
sure than a firm’s direct credit and other risk exposures as 
calculated in traditional capital or liquidity regulation.

It may also be beneficial for supervisors to require that 
systemically important firms maintain specific forms 
of capital so as to increase their ability to absorb losses 
outside of a bankruptcy or formal resolution procedure. 
Such capital could be in contingent form, converting to 
common equity only when necessary to mitigate system-
ic risk. A macro prudential approach also should be re-
flected in regulatory capital standards more generally, so 
that banks are required to increase their capital levels in 
good times in order to create a buffer that can be drawn 
down as economic and financial conditions deteriorate.

The development and implementation of capital standards 
for systemically important firms is but one of many elements 
of an effective macro prudential approach to financial regula-
tion. Direct and indirect exposures among systemically im-
portant firms are an obvious source of interdependency and 
potential systemic risk. Direct credit exposures may arise 
from lending, loan commitments, guarantees, or deriva-
tive counterparty relationships among institutions. Indirect 
exposures may arise through exposures to a common risk 
factor, such as the real estate market, that could stress the 
system by causing losses to many firms at the same time, 
through common dependence on potentially unstable sourc-
es of short-term funding, or through common participation 
in payment, clearing, or settlement systems. 

While large, correlated exposures have always been an 
important source of risk and an area of focus for supervi-
sors, macro prudential supervision requires special atten-
tion to the interdependencies among systemically impor-
tant firms that arise from common exposures. Similarly, 
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there must be monitoring of exposures that could grow 
significantly in times of system-wide financial stress, such 
as those arising from OTC derivatives or the sponsorship of 
off-balance-sheet financing conduits funded by short-term 
liabilities that are susceptible to runs. One tool that would 
be useful in identifying such exposures would be the cross-
firm horizontal reviews that I discussed earlier, enhanced to 
focus on the collective effects of market stresses.

The Federal Reserve also would expect to carefully 
monitor and address, either individually or in con-
junction with other supervisors and regulators, the 
potential for additional spillover effects. Spillovers 
may occur not only due to exposures currently on a 
firm’s books, but also as a result of reactions to stress 
elsewhere in the system, including at other systemi-
cally important firms or in key markets. For example, 
the failure of one firm may lead to deposit or liability 
runs at other firms that are seen by investors as simi-
larly situated or that have exposures to such firms. In 
the recent financial crisis, exactly this sort of spillover 
resulted from the failure of Lehman Brothers, which 
led to heightened pressures on other investment banks. 
One tool that could be helpful in evaluating spillover 
risks would be multiple-firm or system-level stress tests 
focused particularly on such risks. However, this type 
of test would greatly exceed the SCAP in operational 
complexity; thus, properly developing and implement-
ing such a test would be a substantial challenge.

Potential Role of a Council
The breadth and heterogeneity of the U.S. financial sys-

tem have been great economic strengths of our country. 
However, these same characteristics mean that common 
exposures or practices across a wide range of financial 
markets and financial institutions may over time pose 
risks to financial stability, but may be difficult to identify 
in their early stages. Moreover, addressing the pervasive 
problem of pro-cyclicality in the financial system will re-
quire efforts across financial sectors. To help address these 
issues, the Administration has proposed the establishment 
of a Financial Services Oversight Council composed of 
the Treasury and all of the federal financial supervisory 
and regulatory agencies, including the Federal Reserve.

The Board sees substantial merit in the establishment 
of a council to conduct macro prudential analysis and co-
ordinate oversight of the financial system as a whole. The 
perspective of, and information from, supervisors on such 
a council with different primary responsibilities would be 
helpful in identifying and monitoring emerging systemic 
risks across the full range of financial institutions and mar-
kets. A council could be charged with identifying emerging 
sources of systemic risk, including: large and rising expo-
sures across firms and markets; emerging trends in leverage 
or activities that could result in increased systemic fragility; 
possible misalignments in asset markets; potential sources 

of spillovers between financial firms or between firms and 
markets that could propagate, or even magnify, financial 
shocks; and new markets, practices, products, or institu-
tions that may fall through the gaps in regulatory cover-
age and become threats to systemic stability. In addition, a 
council could play a useful role in coordinating responses 
by member agencies to mitigate emerging systemic risks 
identified by the council, and by helping coordinate actions 
to address procylicality in capital regulations, accounting 
standards (particularly with regard to reserves), deposit 
insurance premiums, and other supervisory and regulatory 
practices. In light of these responsibilities and its broad 
membership, a council also would be a useful forum for 
identifying financial firms that are at the cusp of being sys-
temically important and, when appropriate, recommending 
such firms for designation as systemically important. Final-
ly, should Congress choose to create default authority for 
regulation of activities that do not fall under the jurisdic-
tion of any existing financial regulator, the council would 
seem the appropriate instrumentality to determine how the 
expanded jurisdiction should be exercised.

A council could be tasked with gathering and evaluat-
ing information from the various supervisory agencies and 
producing an annual report to the Congress on the state of 
the financial system, potential threats to financial stability, 
and the responses of member agencies to identified threats. 
Such a report could include recommendations for statu-
tory changes where needed to address systemic threats due 
to, for example, growth or changes in unregulated sectors 
of the financial system. More generally, a council could 
promote research and other efforts to enhance understand-
ing, both nationally and internationally, of the underlying 
causes of financial instability and systemic risk and pos-
sible approaches to countering such developments.

To fulfill such responsibilities, a council would need 
access to a broad range of information from its member fi-
nancial supervisors regarding the institutions and markets 
under their purview, as well as from other government 
agencies. Where the information necessary to monitor 
emerging risks was not available from a member agency, a 
council likely would need the authority to collect such in-
formation directly from financial institutions and markets.

Improved Resolution Process
A key element to addressing systemic risk is the cre-

ation of a new regime that would allow the orderly 
resolution of systemically important nonbank financial 
firms. In most cases, the federal bankruptcy laws provide 
an appropriate framework for the resolution of nonbank 
financial institutions. However, the bankruptcy code 
does not sufficiently protect the public’s strong interest 
in ensuring the orderly resolution of a nonbank financial 
firm whose failure would pose substantial risks to the 
financial system and to the economy. Indeed, after the 
Lehman and AIG experiences, there is little doubt that 
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there needs to be a third option between the choices of 
bankruptcy and bailout.

The Administration’s proposal would create such an op-
tion by allowing the Treasury to appoint a conservator or 
receiver for a systemically important nonbank financial 
institution that has failed or is in danger of failing. The 
conservator or receiver would have a variety of authorities-
-similar to those provided the FDIC with respect to failing 
insured banks--to stabilize and either rehabilitate or wind 
down the firm in a way that mitigates risks to financial 
stability and to the economy. For example, the conserva-
tor or receiver would have the ability to take control of the 
management and operations of the failing firm; sell assets, 
liabilities, and business units of the firm; and repudiate 
contracts of the firm. These are appropriate tools for a con-
servator or receiver. However, Congress may wish to con-
sider adding some constraints as well--such as requiring 
that shareholders bear losses and that creditors be entitled 
to at least the liquidation value of their claims.

Importantly, the proposal would allow the government, 
through a receivership, to impose “haircuts” on creditors 
and shareholders of the firm, either directly or by “bridg-
ing” the failing institution to a new entity, when consistent 
with the overarching goal of protecting the financial sys-
tem and the broader economy. This aspect of the proposal 
is critical to addressing the too-big-to-fail problem and the 
resulting moral hazard effects that I discussed earlier.

The Administration’s proposal appropriately would es-
tablish a high standard for invocation of this new resolu-
tion regime and would create checks and balances on its 
potential use, similar to the provisions governing use of the 
systemic risk exception to least-cost resolution in the Fed-
eral Deposit Insurance Act (FDI Act). The Federal Reserve’s 
participation in this decision-making process would be an 
extension of our long-standing role in protecting financial 
stability, involvement in the current process for invoking 
the systemic risk exception under the FDI Act, and status 
as consolidated supervisor for large banking organizations. 
The Federal Reserve, however, is not well suited, nor do we 
seek, to serve as the resolution agency for systemically im-
portant institutions under the new framework.

As we have seen during the recent crisis, a substan-
tial commitment of public funds may be needed, at 
least on a temporary basis, to stabilize and facilitate 
the orderly resolution of a large, highly interconnected 
financial firm. The Administration’s proposal provides 
for such funding needs to be addressed by the Trea-
sury, with the ultimate costs of any assistance to be 
recouped through assessments on financial firms over 
an extended period of time. We believe the Treasury is 
the appropriate source of funding for the resolution of 
systemically important financial institutions, given the 
unpredictable and inherently fiscal nature of this func-
tion. The availability of such funding from Treasury 
also would eliminate the need for the Federal Reserve 

to use its emergency lending authority under section 
13(3) of the Federal Reserve Act to prevent the failure 
of specific institutions.

Payment, Clearing, and Settlement Arrangements 
The current regulatory and supervisory framework for sys-
temically important payment, clearing, and settlement ar-
rangements is fragmented, with no single agency having the 
ability to ensure that all systemically important arrangements 
are held to consistent and strong prudential standards. The 
Administration’s proposal would provide the Federal Reserve 
certain additional authorities for ensuring that all systemically 
important payment, clearing, and settlement arrangements 
are subject to robust standards for safety and soundness. 

Payment, settlement, and clearing arrangements are the 
foundation of the nation’s financial infrastructure. These 
arrangements include centralized market utilities for clear-
ing and settling payments, securities, and derivatives trans-
actions, as well as decentralized activities through which 
financial institutions clear and settle such transactions bi-
laterally. While payment, clearing, and settlement arrange-
ments can create significant efficiencies and promote trans-
parency in the financial markets, they also may concentrate 
substantial credit, liquidity, and operational risks. Many of 
these arrangements also have direct and indirect financial 
or operational linkages and, absent strong risk controls, 
can themselves be a source of contagion in times of stress. 
Thus, it is critical that systemically important systems and 
activities be subject to strong and consistent prudential 
standards designed to ensure the identification and sound 
management of credit, liquidity, and operational risks.

The proposed authority would build on the considerable 
experience of the Federal Reserve in overseeing systemi-
cally important payment, clearing, and settlement arrange-
ments for prudential purposes. Over the years, the Federal 
Reserve has worked extensively with domestic and foreign 
regulators to develop strong and internationally recognized 
standards for critical systems. Further, the Federal Reserve 
already has direct supervisory responsibility for some of 
the largest and most critical systems in the United States, 
including the Depository Trust Company and CLS Bank 
and has a role in overseeing several other systemically im-
portant systems. Yet, at present, this authority depends to a 
considerable extent on the specific organizational form of 
these systems as state member banks. The safe and efficient 
operation of payment, settlement, and clearing systems is 
critical to the execution of monetary policy and the flow 
of liquidity throughout the financial sector, which is why 
many central banks around the world currently have ex-
plicit oversight responsibilities for critical systems.

Importantly, the proposed enhancements to our responsi-
bilities for the safety and soundness of systemically impor-
tant arrangements would complement--and not displace--
the authority of the SEC and CFTC for the systems subject 
to their supervision under the federal securities and com-
modities laws. We have an extensive history of working 
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cooperatively with these agencies, as well as international 
authorities. For example, the Federal Reserve works closely 
with the SEC in supervising the Depository Trust Com-
pany and also works closely with 21 other central banks in 
supervising the foreign exchange settlements of CLS Bank.

Consumer Protection
A word on the consumer protection piece of the Ad-

ministration’s plan may be appropriate here, insofar as we 
have seen how problems in consumer protection can in 
some cases contain the seeds of systemic problems. The 
Administration proposes to shift responsibility for writing 
and enforcing regulations to protect consumers from unfair 
practices in financial transactions from the Federal Reserve 
to a new Consumer Financial Protection Agency. Without 
extensively entering the debate on the relative merits of 
this proposal, I do think it important to point out some of 
the benefits that would be lost through this change.

Both the substance of consumer protection rules and 
their enforcement are complementary to prudential su-
pervision. Poorly designed financial products and mis-
aligned incentives can at once harm consumers and un-
dermine financial institutions. Indeed, as with subprime 
mortgages and securities backed by these mortgages, 
these products may at times also be connected to sys-

temic risk. At the same time, a determination of how to 
regulate financial practices both effectively and efficiently 
can be facilitated by the understanding of institutions’ 
practices and systems that is gained through safety and 
soundness regulation and supervision. Similarly, risk as-
sessment and compliance monitoring of consumer and 
prudential regulations are closely related, and thus entail 
both informational advantages and resource savings.

In the last three years, the Federal Reserve has adopted 
strong consumer protection measures in the mortgage 
and credit card areas. These regulations benefited from 
the supervisory and research capabilities of the Federal 
Reserve, including expertise in consumer credit markets, 
retail payments, banking operations, and economic anal-
ysis. Involving all these forms of expertise is important 
for tailoring rules that prevent abuses while not imped-
ing the availability of sensible extensions of credit.

Conclusion
Thank you again for the opportunity to testify on these 

important matters. The Federal Reserve looks forward to 
working with Congress and the Administration to enact 
meaningful regulatory reform that will strengthen the 
financial system and reduce both the probability and se-
verity of future crises. 

The President’s Health Care Plan
WE CANNOT ALLOW ONE MAN TO ROLL THE DICE WITH OUR ENTIRE NATION

Address by MICHAEL STEELE, Chairman of the Republican National Committee
Delivered to the National Press Club, Washington, D.C., July 20, 2009

President Barack Obama is a good man who cares deeply 
about this country - but, he is determined-with an 

unprecedented single-mindedness-to transform it into 
something none of us would recognize.

Candidate Obama promised change. President Obama 
is conducting an experiment.

He’s conducting a dangerous experiment with our 
health care. He’s conducting a reckless experiment with 
our economy.

And he’s conducting an unnecessary experiment with 
our tax dollars-experiments that will transform the very 
way of life of our country and its citizens.

The president is rushing this experiment through Con-
gress so fast, so soon, that we haven’t had a moment to 
think if it would work -- or worse, to think about the 
consequences to our nation, our economy and our fami-
lies’ economic future if it doesn’t.

The Barack Obama experiment with America is a risk 
our country cannot afford. It’s too much, too fast, too soon.

Surveys show that a solid majority of Americans are 
concerned that President Obama has no strategy to 

reduce the deficit. Perhaps that is because President 
Obama’s strategy is to increase the deficit.

In only his first six months, this president’s first budget 
has sought to take on nearly as much debt as we have tak-
en upon ourselves in the entire history of our country. The 
deficit for this year alone will be the highest in U.S. His-
tory, nearly 5 times as much as it was just two years ago.

His economic experiments have left all of us, and gen-
erations to come, with a staggering bill. And the Obama 
experiments are not working.

So far, his experiments in that economic laboratory 
called Congress have simply failed or blown up.

President Obama told us that his stimulus package 
would keep unemployment under eight percent. It’s now 
at 9.5% and now he tells us that unemployment will go 
over ten percent anyway.

That experiment cost us 787 billion dollars. To try to 
understand the enormity of that number, consider this: 
the interest on the stimulus package-the interest alone-
costs us nearly 100 million dollars every day.

President Obama has committed to borrowing trillions 
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from foreign creditors.
In return, they get the lion’s share of our nation’s future 

economic output. In short, our children will be working to 
build productive capacity and improve standards of living-
-but not here in America, but for our foreign creditors.

Let me quantify that a bit. In a typical year, the total 
profits for all American businesses amount to six or sev-
en percent of GDP. President Obama’s own budget projec-
tions acknowledge that our country’s debt will exceed 
100 percent of our GDP in the next decade. That means 
that-even assuming relatively benign interest rates, which 
is no safe assumption with all the inflationary policies he 
has pursued-roughly five to six percent of our GDP will 
go to paying interest on our federal debt.

That means, in short, capital roughly equal to all the 
business profits in the country-capital that historically 
has funded the expansion of our economy and enabled 
us to improve our standard of living-will go instead to 
our creditors, largely China and OPEC, to expand their 
economy and improve their standard of living.

Mr. President, you are putting your party’s entire big-
government wish list on America’s credit card - but that 
card comes with a bill.

It is more debt our children will have to pay-because 
this reckless administration has an unrestrainable urge 
to splurge.

When President Obama faced a credit crisis, a strug-
gling economy, a housing bust, bankrupt auto compa-
nies, wall-street failures, whatever the problem was, he 
responded by spending, spending and more spending. 
And now our president is proposing more debt, more 
risk, more experimentation.

His next big ticket item is a risky multi-trillion dollar 
experiment with our health care, including a govern-
ment-run health care plan. It not only risks our economy, 
it risks every American’s health, too.

President Obama says he wants to reduce health care 
costs. Republicans agree-health care costs too much.

Health insurance premiums have risen three times fast-
er than wages. Health insurance is costing families and 
businesses too much and we have to fix that.

But here is my question: how come the Democrat’s plan 
to save money will cost us more money? How come their 
plan to reduce health care costs ... will cost us trillions 
more in tax dollars? Democrats boast that their plans cost 
“only” about one trillion dollars-consider the absurdity 
of that for a moment-but that assertion is based on a de-
liberate misreading of the data.

The non-partisan Congressional Budget Office (CBO) 
projections to which they refer are for the next 10 years, 
but the Democrat plans are only fully implemented to-
wards the end of that window.

According to CBO’s best guess, once the plan is fully 
implemented, it will cost hundreds of billions each year-
in the case of the house bill, $202 billion in 2019 alone. 

And note that I said “best guess”. The thousand-plus 
page house bill was not released until less than 48 hours 
before markup, and CBO said that it still had not com-
pleted its revenue analysis.

For example, CBO stated: quote-”we have not yet esti-
mated the administrative costs to the federal government 
of implementing the specified policies.” In other words, 
the staggering cost estimated by CBO does not even in-
clude one of the biggest expenses in the bill.

Only Washington could make saving money more 
expensive. It doesn’t matter if your insurance charges 
you more through the front door in higher premiums 
or President Obama charges you more through the back 
door in higher taxes. It’s the same thing. Under the 
Obama-Pelosi plan, costs are going up. And you are go-
ing to pay more money.

Let’s just use common-sense here: when has Washing-
ton ever made anything cost less?

If you are a small business owner, you will see a tax hike 
on your income, your payroll, and your investments ... all 
of which won’t help you to grow and create more jobs.

If you are a senior, you face 400 billion in Medicare, 
Medicaid cuts. If you are working, you face 600 billion 
in new taxes.

And they are just getting started. Some Democrats are 
even complaining that they are not raising taxes enough: 
if you get health coverage at work, they actually want to 
tax your health insurance!

But they are not finished. If you are thirsty, they’re 
considering a 10 percent tax on a can of soda. And if you 
need stronger drink after hearing this bad news, I’ve got 
more bad news: they are thinking about raising the alco-
hol tax, too.

In addition, they are considering a new tax on employ-
ers equal to 3 percent of payroll. Also under consider-
ation is a value added tax, a sort of national sales tax, of 
up to 1.5 percent or more.

Foolish me, and all this time I didn’t know raising tax-
es on things made them cost less! That’s like those com-
mercials that promise you can eat more deserts and lose 
weight. Who knew?

The point is this: a good doctor makes a thorough diag-
nosis and prescribes a remedy that is specifically targeted 
at what ails the patient. If you come in with a sore knee 
but are otherwise healthy, the doctor doesn’t remove your 
kidney, put your arm in a sling, and perform quadruple 
bypass surgery. And above all, for thousands of years, 
physicians have pledged to adhere to one principal above 
all others-first, do no harm.

We should approach health care reform in the same 
way. We must specifically target reforms at what ails our 
system, do no harm to what is right about it. In fact, 
much about our health care system is in very good shape, 
and we should make sure those aspects are strengthened, 
not eliminated.

file://localhost/Users/barbarafinkelstein/Downloads/www.vsotd.com


SEPTEMBER 2009

397MICHAEL STEELE

First, 267 million Americans currently have health 
insurance coverage, the great majority through private 
insurers. And polls consistently show that they are over-
whelmingly pleased with their current coverage.

Second, America is home to the highest quality and 
most innovative health care in the world. Don’t take my 
word for it-ask the Saudis receiving care at Johns Hop-
kins, the Canadians at the Mayo clinic, or the British 
at Mass General. Or ask the committee that awards the 
Nobel Prize for medicine-over the past 25 years, the vast 
majority of honored researchers have been Americans.

So what is the diagnosis for what ails our health care 
system, the problem for which we must provide a rem-
edy? In a word? Cost.

We spent a colossal amount on health care-over 15 
percent of our GDP. The next highest industrialized na-
tions spend about ten percent. And for that amount, in 
the aggregate, we have similar health outcomes as coun-
try’s spending less when measured by such key metrics 
as life expectancy.

Our uninsured are a symptom of that cost problem, a 
problem Senator Daniel Patrick Moynihan once charac-
terized as health care “cost disease”.

It is true, some of our uninsured have the means to 
purchase health insurance, but unwisely choose not to in 
the hopes that they will stay healthy and save the money. 
Others qualify for government assistance but for various 
reasons, do not receive it. But for most of the uninsured, 
the problem is easy to diagnose-they just can’t afford 
health insurance. Yet President Obama’s response is to 
make health care insurance even more expensive.

Let me throw another statistic at you-one that, remark-
ably, received little or no coverage from the media as far 
as I know.

According to the latest CBO estimates, under the 
house Democrat version of the health plan, after it is 
implemented, the cost of insuring each additional indi-
vidual would be nearly $30,000, an amount far greater 
than the average annual cost of insuring an entire family 
today. (According to the Henry J. Kaiser foundation, the 
average cost of an employer health plan for a family of 
four is about $12,800.)

What’s more, to add insult to injury, CBO tells us that ev-
ery version of the Democrat health plan, even after spend-
ing trillions of dollars, would leave millions still uninsured.

The Democrat plan does not contain costs; it shifts 
them-to the taxpayer, to our children and to future gen-
erations that will have to cope with this crushing debt-by 
implementing huge premium subsidies and establishing 
a government controlled health care plan. In fact, the 
president’s plan prescribes short-term pain relief instead 
of trying to fix the source of the pain. If he was a doctor, 
that would be malpractice.

And his plan is likely to be worse than the plans those 
Americans have now.

Don’t believe me? Then believe President Obama.
On his ABC health care town hall a few weeks back, 

President Obama refused to pledge he’d limit his family 
to getting the same cures and treatments his public plan 
would give the rest of us.

If the president doesn’t have faith in his plan for his 
own family, how can we trust his plan for ours?

The American health care system should not be more like 
the European health care system, where patients who are 
over 70 are told, “no you are too old for cancer screenings.” 
Where sick people are told, “you have to wait in line for 
this test or that medicine.” No thank you, Mr. President.

The president tells us that he just wants the govern-
ment run health care plan as another choice to compete 
with the health care insurance you have now. He says you 
won’t be forced to join. But his plan does the opposite.

In fact, the president’s proposal creates yet another 
government czar-what are we up to now, 20?-who will 
push government run health care while dictating to your 
private insurance company how they should operate, 
the insurance coverage they should provide and which 
health care services you should receive.

We all remember Harry and Louise. Harry and Louise 
helped save us from Hillary Clinton’s health care experi-
ment in 1994. This year, Harry and Louise have been re-
placed by another couple -- Harry Reid and Nancy Pelosi.

Harry and Nancy aren’t really doctors...but they are 
playing doctor in Washington, experimenting with 
health care, insisting on a big government takeover

Say you have a job in the grocery business, office sup-
ply store, or a hardware store. Imagine if the us gov-
ernment knocked on your door and said, “Hi, we are 
opening up a government-run store across the street to 
compete with you.

And we are going to have lower prices than yours be-
cause we are the government and we don’t have to pay our 
own bills! We’ll just leave them for your children to pay 
later.” How long do you think the store where you work 
would stay in business? How long would you have your 
job? When big government competes, one Congressman 
said, it’s a like an alligator competing for a chicken. And 
the health care you have now is the chicken.

Simply put, experts tell us President Obama and the 
Congressional Democrat’s government run plan option 
could lead to 119 million Americans being dumped out 
of their private coverage into a cheaper, government run 
health care program.

That’s why they are forcing members of Congress to 
vote on legislation to reshape the economy in a funda-
mental way before a single member of Congress has even 
read the bill. I don’t know you read, let alone understand, 
over a thousand pages of legislative text in a few hours.

Democrats are determined to shove this bill through 
without permitting any meaningful scrutiny. That’s why 
they are cutting Republicans out of the process. The 
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Democrats have no intention to have a bipartisan bill. 
They never have. The president has taken care to arrange 
for some nice photo ops with republicans, but that’s it.

It doesn’t have to be that way.
Back in 1994, when Hillary Clinton tried to jam a mas-

sive health care bill down Congress’s throat, Senator Bob 
Kerrey of Nebraska, a highly respected Democrat, gave a 
speech on the Senate floor in which he flatly stated that 
he would not vote for a bill, which did not have Republi-
can support.

I am waiting for a Democrat-any Democrat-to show 
that sort of courage today. And please do not mention the 
Blue Dogs to me. Their press releases may talk about fis-
cal responsibility, but, in the end, they have been Nancy 
Pelosi’s most reliable voting bloc.

And don’t tell me that Republicans are unwilling to 
support a responsible health care reform proposal from 
a Democrat. The very first major health care reform bill 
introduced this year was written by Senator Ron Wyden, 
not just a Democrat but a pretty darn liberal Democrat. 
But his bill had some good ideas and has drawn almost as 
many Republican cosponsors as democrats.

Let me be clear-Republicans support health care re-
form that addresses the biggest problem in our system-
runaway costs. We don’t need to spend more on health 
care-we already spend far more than the rest of the 
industrialized world.

We need to spend it better, starting by reforming a 
third party payment system that promotes waste, limits 
choice, and misallocates resources.

We want the 267 million Americans who have health 
insurance coverage to keep that coverage.

We want people to choose their own doctors, and 
make their own choices regarding their treatment op-
tions. We want to focus on health outcomes; keeping 
people healthy through preventive care and promoting 
good fitness and nutrition.

Under the Obama plan, the vast majority of Americans 
will pay more to get less. It’s that simple.

We will spend trillions more-trillions-and the 267 
million Americans who now have insurance will have 
fewer options and worse care. And we still won’t cover 
all the uninsured.

This is one-sixth of our economy. If we screw this up, 
it could last for generations. And Congress is trying to do 
this in the next two weeks?! Two weeks? This reckless 
approach to an ill-conceived experiment should scare the 
living daylights out of all of us.

So, slow down, Mr. President. We can’t afford to get 
health care wrong. Your experiment proposes too much, 
too soon, too fast. Your experiment with our health could 
change everything we like about our health care -- and 
our economy, as well.

So, it is time to stop the experiment with our economy 
and our health care and our future! Mr. President if you 

will only slow down and stop long enough to see a better 
way of helping our families and businesses get hold of 
and bring down health care costs.

Republicans stand with the growing number of Ameri-
cans supporting the patient-centered health care reform 
movement. We believe the patient-centered health care re-
form movement offers the best way to reduce health care 
costs, bottom-up, with patients and doctors in control.

The old, top-down Washington-centered system the 
Democrats propose is designed to grow Washington’s 
power to restrict the cures and treatments your doctor 
can prescribe for you.

The president wants to make health care more affordable. 
So do we. But Republicans have a completely different vi-
sion of how to do it. Republicans support simple common-
sense fixes without the big Washington experiment.

Obama-Pelosi want to start building a colossal closed 
health care system where Washington decides. Republi-
cans want and support an open health care system where 
patients and doctors make the decisions.

Reforms
So, Mr. President, let’s talk about some common sense 

reforms the American people and their doctors can trust:
Lets’ have doctors and hospitals post pricing and out-

comes. In this day and age, why aren’t the cost of all 
tests, treatments, procedures and office visits -- as well as 
effectiveness of treatments posted openly on the internet. 
That’ll bring down costs.

And how about if we make health insurance companies 
compete with each other with simple, understandable 
contracts and minimum benefit packages so insurance 
is simpler, cheaper, and fairer, just like many banks are 
doing with car or home loans. And simple, one page re-
imbursement forms, too. That’ll bring down costs.

And let’s protect doctors from frivolous, expensive 
lawsuits so they can work together with other doctors 
and patients in their communities to reduce unnecessary 
and expensive tests, procedures and costs. That’ll bring 
down costs.

Then we change the law so you can take your health 
insurance with you if you have to change jobs, elimi-
nating expensive and unnecessary insurance turnover. 
That’ll bring down costs.

And we cut out the “Washington health care middle-
man”, reducing expensive bureaucracy to produce big 
health care savings. That’ll bring costs down.

Let’s support new paperless, computer-age health care 
IT systems to reduce the cost of health care management 
as well as reduce medical mistakes. That’ll really bring 
down costs.

And let’s make sure every American has equal oppor-
tunity to get the best value and buy the cheapest insur-
ance no matter where he lives or who he works for. Let’s 
change the law so any American can buy the lowest cost 
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insurance available nationwide, not just in their states -- 
whether from insurance companies, businesses, church 
groups, college alumni associations, or groups like AARP, 
who often provide it less expensively. That’ll bring costs 
down too!

And don’t you agree that companies like Target are best 
suited to bring costs down than any politician in Wash-
ington? So let’s use consumer-buying power and group 
buying power, not Washington price-controls, to bring 
health care costs down.

And by the way, let’s support a bi-partisan idea, effec-
tive prevention, wellness, and disease management pro-
grams because they will improve our health. And that’ll 
bring costs down.

Let’s support bold new incentives for companies to de-
velop new treatments and cures because that is smarter 
than paying for chronic long-term illnesses we can’t cure 
today. That’ll bring costs down.

Every American should get a tax credit for their health 
insurance premiums. That’ll bring down your costs. 
Further, under current law, employees not covered by a 
health care plan-a group which disproportionately in-
cludes the working poor-cannot deduct the cost of insur-
ance premiums. Incredibly, rather than remedying that 
injustice, the Democrats make it illegal for anyone to 
purchase a new individual plan.

We believe in bottom up health care savings for the 
middle class and the working poor.

And here is another idea: how about we give small 
businesses the same cost-saving breaks big businesses get 
by helping them form small business health plans and 
small business health co-ops. That’ll bring costs down.

Then let’s support tough new penalties against any-
body who rips off the health care system, whether they 
are corrupt big insurance company executives, un-ethical 
physicians or patients, or government pen pushers. 
That’ll bring costs down.

And one more thing: no life-time health care benefits 
and insurance for Congressmen who leave their jobs...
unless and until everybody else in America has the same. 
That’s the right thing to do... and it will bring down 
costs, too.

I know President Obama has some tough challenges. 
We get it. And the president tells us, he doesn’t want to 
spend more than we have, he doesn’t want the deficit to 
go up, he doesn’t want to live off borrowed money. But 
he also told us he didn’t want to run an auto company.

The president has insisted at every step of the way that 
his health plan will not add to the deficit. But just last 
Friday, CBO concluded that the Obama-Pelosi plan will 
add $239 billion to the deficit by 2019, and hundreds of 
billions thereafter. That means-according to CBO, not 
Michael Steele-the Obama-Pelosi plan does not do either 
of the two things the president swore that they would do: 
contain costs and not add to the deficit.

President Obama justifies this spending by saying the 
devil made him do it. He doesn’t want to spend trillions 
we can’t afford, but he says he just can’t help it. Even 
though he says believes in less spending, he says has no 
choice -- but to spend even more.

Even though Washington is on fire with spending, he 
says he is compelled to conduct this experiment with 
reckless spending and pour more gasoline on the flames. 

Mr. President, the time to stand by your principles isn’t 
just when it is easy. You need to stand by your principles 
when it is not easy. The time your character is tested is 
when doing the right thing is tough.

Mr. President, in your press conference Wednesday 
night, I challenge you to be honest with us. Tell us the 
truth. Don’t tell us it is going to cost less when it’s going 
to cost more. Don’t insult our intelligence by telling us 
Washington has to spend more money to spend less or 
save more.

And I challenge the American people, when you see 
the president’s press conference tomorrow night, let this 
president and this Congress know how you feel. If you 
think his experiment with our health care is too much, 
too fast, too soon, pick up your phone, flood Congress 
with calls, faxes, and emails.

Yes, you can! Show Washington who is really in con-
trol of America’s economy and our health.

In America we do not allow one man to roll the dice 
with our entire nation. We do not allow one political 
leader to risk our health care system and our entire econ-
omy. We do not allow one political group, to gamble with 
the fate of generations. We have never allowed one po-
litical party to experiment with the future of this country. 
That is until today.

It is time to hit the pause button on this administra-
tion’s reckless experiment with America’s economy and 
our health care. This type of experimentation is not what 
America voted for: it is time to put this experiment on 
the shelf.

Today, the Republican National Committee is unveiling 
a multi-platform campaign aimed at informing Ameri-
cans about the risky experiments that the president is 
conducting on our economy and our country. We are 
taking our message directly to voters-through grassroots 
mobilization, through our new website - www.baracko-
bamaexperiment.com - and through advertising such as 
the TV ad that we are launching today-so that they un-
derstand what is at stake. We’re then going to mobilize 
voters to oppose further experimentation on the econo-
my--especially health care.

Voters may want health care reform, however we’re cer-
tain that they don’t want the kind of reform that will sty-
mie the economy with excessive taxes on small business 
owners, force tens of millions off of their current plans 
and away from their doctors, and cost trillions of dollars 
that the president himself has said we don’t have to spend.



VSOTD.COM

400 VITAL SPEECHES OF THE DAY

Many Democrats outside of the Obama-Pelosi-Reid-
Waxman cabal know that voters won’t stand for these 
kinds of foolish prescriptions for our health care. We do 
too. That’s why Republicans will do everything humanly 
possible to remind voters about the risky experimentation 
going on in Washington and what we all must do to keep 
members of the house and senate out of the laboratory.

There is already plenty of change in this world. Keeping 
what we like about America is just as important as chang-
ing what we must to achieve success and to grow. President 
Obama has his priorities backwards: our job now is to 
grow this economy not bury it under a mountain of debt.

This is a time of great economic uncertainty. This is a mo-
ment when the very structure of the global economy, which 
depends on our economic might, is being challenged.

We will get through this global economic storm. But, 
then we will have to compete and win in a new global 
economy that is going to grow dramatically, in size and 
complexity, in the next few decades.

Who’s going to get all that prosperity? America? Or 
someone else?

Who is going to own the new economy, with more 
women and minorities succeeding, the middle class 
expanding, and the entire workforce earning bigger pay-
checks, as we build a wealthier world? Who is going to 

own the future, the coming era promising the most pow-
erful economic and technological growth the world has 
ever known?

Who is going to lead a world where health care is trans-
formed and people lead longer, healthier lives, building 
upon the most valuable resource on the planet, the hu-
man resource, to transform nations and continents?

Who is going to settle a new global frontier of peace, 
prosperity and progress?

I say we are. We, the American people.
And I’m telling you there isn’t anything before us we 

can’t achieve, any challenge we can’t overcome.
Be optimistic, for the opportunities before you now 

dwarf the opportunities our parents had.
There are new miracles of science to be found and 

Americans will find them. There are new jobs we cannot 
imagine and Americans will create them. There are new 
economic frontiers to be settled and, yes, Americans will 
compete and win them.

The greatest time to be an American is before us.
All of us here today have a great and noble purpose as 

our country calls upon each of us to rise to this critical 
moment and keep America the greatest-and healthiest-
country in the world.

Thank-you and God bless America. 

Low-Cost Health Care is not the Only Issue
QUALITY HEALTH CARE MUST BE MAINTAINED

Address by JAMES ROHACK, President, American Medical Association
Delivered at his Inaugural Address to the AMA House of Delegates Annual Meeting, Chicago, Illinois, June, 16, 2009 

Thank you, Dr. Nielsen, for your leadership in bring-
ing us to these crucial moments in the history of 

medicine. In my year as AMA President, I will carry this 
fight forward. 

But first, I’d like to share a few thoughts this eve-
ning about the Evolution of Medicine—the Art and 
the Science that make it useful—and the Ethics that 
make it meaningful. 

Evolution is a fitting theme, since this year marks the 
200th birthday of Charles Darwin. But I am not going 
to address the Origin of Species. Instead, I’d like to talk 
about evolution as a trait of an Individual, an Organiza-
tion, a Profession and a Society. 

As individuals, we are brought into this world 
through the miracle of birth. Our parents create us and 
our families support us. Through this mystery of nature 
and nurture, we evolve to the point that where we’re 
ready to face the world on our own. I would like to 
thank my father, who is home in East Rochester, New 
York; and those who are here: my mother, my 4 sisters, 
my brother and their families for their love and support 

over the years. 
A constant in my life for the last 29 years is my wife, 

Charli and our daughter Elisha. Charli is my best friend, 
my partner, and the love of my life. And Elisha is the light 
of my life. Both give me perspective through the prism of 
life and don’t let me forget the most vulnerable among us. 

They are part—the most important part—of my evo-
lution as a person. And I thank each of you for allow-
ing me to be here tonight and stand as President of the 
American Medical Association. 

When I was 18 I left East Rochester to travel to Texas. 
As journeys go, it may not have been as dramatic as early 
man braving the Bering Strait but the impulse was the 
same—leave behind the drifts of snow and head south to 
a warmer place. 

In Texas I came of age. What I am as a physician I 
owe to the formal—and informal—education I’ve re-
ceived from colleagues at the University of Texas Medi-
cal Branch at Galveston, the Texas Medical Association, 
Scott & White Healthcare, Texas A&M Health Science 
Center, and the National Quality Enterprise. They are 
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part of my evolution to this time and place. 
All of those who enabled me to succeed and allowed 

me to fail, who never lost faith, and made it possible for 
me to learn—all of you are part of my evolution to this 
time and place. 

Would my family, friends and colleagues from Scott & 
White, Texas Medical Association, American College of 
Cardiology, American College of Physicians, American 
Medical Group Association, Texas A&M Health Science 
Center, the National Quality Enterprise and our Ameri-
can Medical Association, please stand and allow us to 
thank you and those who could not be here tonight who 
have supported me—with a round of applause? 

Charles Darwin, who knew something about evolution, 
wrote that what separates man from animal—is a uniquely 
human trait that the most vulnerable among us-- those suf-
fering from illness or injury, we save from harm. Call it Com-
passion. Or Altruism. Or even Enlightened Self-interest. 

“Our medical men exert their utmost skill to save the 
life of everyone to the last moment,” he said. And Dar-
win—a botanist who dropped out of medical school—
didn’t mean this as a compliment. But the notion of “sur-
vival of the fittest” has never been at home in medicine. 

Since recorded time, the human race has searched for 
a purpose. Different civilizations—in different places—
amid different conditions—driven by different cultural 
and material needs—still share common themes. 

All have found a place—a need—for spirituality. A 
recognition that the spark of life on this planet may be 
forged from a higher force. As such, it is sacred. As hu-
man beings, we seek out each other for the caring and 
compassion a safe place provides. 

This impulse has driven physicians to evolve. An evo-
lution from the shamans who provided just a hope of 
physical healing but always comforted the spirit. Through 
Hippocrates, and Galen, through the pursuit of the four 
humours, through the use of leeches and foxglove, the 
black bag, the house call, the HMO—medicine has gone 
through its own epic changes across the centuries. 

But what hasn’t changed in the Soul of Medicine is the 
capacity to listen, to touch, to show a fellow human be-
ing our willingness to serve. 

There are those that say the Art of Medicine is a lost 
art. That the intangibles of healing have been eclipsed by 
the coldness of performance measurement, the boundar-
ies of documentation and the realities of liability. 

Like it or not, these are the components of what it 
means to be a physician in America in 2009. 

But there’s no reason that the regulations and paper-
work imposed on our profession can’t be made to co-
exist with the Art of Medicine. 

Indeed, they must. Being a physician embraces many 
ideas and emotions, duties and ideals. 

Altruism, Responsibility and Accountability. 
Leadership, Caring and Compassion. 

Communication, Excellence and Scholarship. 
Respect, Honor and Integrity. 
These are the hallmarks of a professional. Yet they 

also frame the canvas of the Art of Medicine. And all are 
products of the Evolution of Medicine. 

I believe the future of our profession is bright—as long 
as we remember that the human touch cannot be re-
placed with a Blackberry text message or a 140-character 
entry on Twitter. 

Even as we witness the rapidly multiplying marvels of 
science and technology, we must never forget our basic 
human compassion for the most vulnerable among us. 

The evolution of our science takes one breathtaking 
turn after another. 

The ability to take a cell and use it to regrow any organ 
is a reality, not science fiction. The ability to map one’s ge-
nome to understand the risks of disease one might face is 
reality, not science fiction. The ability to halt and reverse 
disease processes with medications and devices is reality, 
not science fiction, and continues to evolve at a rapid rate. 
The 21st Century is overflowing with promise. 

So—amid this dramatic change in our science—and the 
challenges to traditional ways of practicing medicine—
how has the American Medical Association evolved? 

To illustrate, let me take you back in time. 
In 1776, America declared its independence and noted 

three inalienable rights—Life, Liberty and the Pursuit 
of Happiness. A progressive notion in 1776—but those 
rights were restricted to white male property owners. 

Over time, our democracy evolved. And the notion of 
professionalism expanded. 

In 1847, the AMA was founded to create a national 
medical organization, adopt a uniform standard of medi-
cal education and a common code of medical ethics. 

What was missing from those founding principles was 
the notion of access to medical care for all people. 

It was not until 1957 that we entered our next stage 
of evolution—and adopted in our AMA Code of Medical 
Ethics the 9th Principle: A physician shall support access 
to medical care for all people. 

But a principle requires more than a vote to adopt 
the words. 

We had to evolve. 
We had to become more inclusive. 
We had to live up to the principles we espoused and 

strive for an evolution of understanding—to come to the 
realization that each of us as human beings has worth 
and value. 

And it is for this reason, I am excited and firmly believe 
that in 2009, we are ready to fully embrace a principle 
that for all our good intentions—has gone unrealized for 
more than 50 years. 

We as a nation are ready to have health insurance cov-
erage for ALL Americans. 

This is not some of kind of empty slogan or seman-
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tic exercise. 
This is an effort that will define our organization; that 

will define our nation; and will define each and every 
one of us. 

Our American capitalist system has always secured 
a higher level of medical care for those who succeeded 
compared to those who fell by the wayside. For them, 
medical care depended on the charity of others. Char-
ity, bad debt, allowances—all words that do not reflect 
the human face of suffering. We have learned that those 
without health insurance, who can’t afford a visit to a 
personal physician, who access care only through an 
Emergency Department—live sicker and die younger. In 
the wealthiest, most technologically advanced society in 
the history of the world—that is unacceptable. 

The victims of this crisis of the uninsured too often are 
members of minority groups. 

Our AMA had to evolve. In our past, we tolerated dis-
crimination in our membership toward many groups—
African-Americans, women, those in group practice, 
international medical graduates and those with different 
sexual orientation. 

Ethnic, racial and gender minority groups that are al-
ready faced with disparities in care. 

Our profession and our society have evolved—and this 
state of disparities can no longer be tolerated. 

We have practical solutions available, such as increas-
ing educational opportunities—including the option of 
medical school—for those who have suffered discrimina-
tion over the decades. 

Our AMA Foundation is addressing this situation by 
granting minority scholarships. Our Minority Affairs 
Consortium and the Commission to End Health Dispari-
ties—formed with the National Medical Association and 
National Hispanic Medical Association -- contributes 
through the Doctors Back to School program in elemen-
tary and high school, which offers mentors and role 
models for students in medically underserved areas. 

But more needs to be done. The process needs to evolve. 
That’s why I am excited about working this year with 

my fellow graduate of the University of Texas at El Paso, 
Willarda Edwards, as she becomes president of the Na-
tional Medical Association. What a great Invocation she 
gave tonight. Thank you Willarda. 

Together, we’ll take the message to local communities 
about the many intersections of education and health. 

I’ll use opportunities whenever I can to support AMA 
policies that seek to eliminate disparities in healthcare. 

Every physician in this nation should know they can 
make a difference. Every physician should do so. 

But how do we make this happen? How do we evolve 
to reach this point? 

For the sake of our society, America is now challenged to 
reform its entire health care system—to combine both the 
individual and curative—and the social and preventive. 

The need is unmistakable and urgent. 
Rising health-care costs strain individual, business 

and government budgets. The demographics of we Baby 
Boomers as we reach age 65 and beyond—and the dis-
ease burden of widespread obesity portend a tidal wave 
of costs that may drown our nation. What our society 
needs to spend to hold back this tide can’t be sustained. 

These rising costs contribute to many Americans be-
ing uninsured. They put premiums out of reach for 
many families. For some, the price makes paying for 
treatment impossible. 

But there needs to be a distinction between cost and 
value. Our discussion cannot be simply about lower-
ing costs. It has to focus on reducing unnecessary costs. 
Medical care will always cost something. 

Last Monday I had my usual 15 patients in my clinic, I 
reviewed the chart of each before I saw them. One patient 
reported shortness of breath. I noted in our electronic 
medical record that 3 weeks ago he had a significant bleed 
from his bladder. His hemoglobin had fallen below 10. 
I did not need an imaging test to tell me that that if you 
don’t have enough oxygen carried by your hemoglobin 
in your blood, you are going to be short of breath. My 
treatment was iron supplements, not a heart cath. 

But our current payment system rewards us when we 
do a procedure—but not when we listen and think. The 
value of the Art of a Shaman to comfort the spirit should 
be paid for as well as the coordination of care a physi-
cian provides. 

The wisdom of life is found in shedding what isn’t 
essential. We need to stop the administrative waste in 
healthcare that does not contribute to patient care and 
drives up premiums and taxes. Physicians have plenty of 
examples of excessive paperwork imposed on them by 
both the public and private payers. 

The AMA is committed to get more value from our 
health care dollar. We want to bend the spending curve 
downward and move forward on health reform. 

The AMA-convened Physician Consortium for Perfor-
mance Improvement, combining the best efforts of more 
than 100 state and national medical specialty societies, 
continues to develop measures to improve health-care 
quality and value. 

Led by the AMA, our medical profession is working to 
address appropriateness of care, the overutilization of un-
necessary services and avoidable hospital readmissions. 

Defensive medicine is real and it’s costly. We need medi-
cal liability reforms to help physicians provide the best 
care without feeling pressure to order additional tests. We 
need to know that if you follow the evidence-based guide-
lines you should be protected from the risk of the court-
room. Otherwise, any savings from not ordering a test or 
procedure will vanish in a fog of frivolous lawsuits. 

All Americans must be part of this evolution. The com-
bination of national initiatives and an individual patient’s 
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own healthier life steps toward prevention and wellness 
is key to reducing spiraling health costs, preventing 
chronic disease and keeping America healthy. 

Our patients are partners in their medical care, and we 
have to challenge them to get healthy and stay healthy. 
How else can we evolve our health care system? 

Could we prescribe physical activity and pay the patient 
for weight loss to control diabetes rather than a polyp-
harmacy of pills? How do we deal with the patients who 
don’t respond exactly the way we need them to? Will they 
be cast aside because they can’t or won’t follow a treat-
ment plan that affects their doctor’s ranking or payment? 
That goes against everything physicians believe in. 

Designing a system that protects these patients from 
making bad choices must be the next step in this evolution. 

For instance, we’ve seen how mandatory seatbelts have 
reduced costs spent treating trauma. How about we go a 
step further by making breath locks mandatory on all ve-
hicles, which could reduce by half the billions spent on 
alcohol related motor vehicle injury and death? 

The AMA is working to evolve our health sector be-
yond its silos—and toward a free range of cooperation 
and coordination. It is one strategy toward the reform of 
a system that, to survive needs to evolve. 

One necessary element to this overhaul of the system is 
payment reform. It, too, needs to evolve. 

We need to remember the basic principles of payment 
for medical care. 

As a physician providing my services to my patients 
I should expect fair and reasonable compensation. And 
patients should be able to privately contract with their 
physician for medical care without penalty. 

This contract is as old as medicine itself. Payment is the 
individual’s responsibility. Treatment is the physician’s re-
sponsibility. In an ideal world, it would be that simple. But 
there are many players on the stage of American health 
care—and not everyone is reading from the same script. 

The problem with the systems proposed by insurers 
and the federal government is that often the rewards 
are not timely and do not involve directly the indi-
vidual patient when they receive that medical care. 
This creates a widening gulf between the patient and 
the physician. 

I saw this principle in action during my undergradu-
ate days, when I did non-human primate behavioral re-
search. If a banana pellet only dropped once a year, our 
primates would not push that lever very long. As homo 
sapiens, our DNA is very similar to those primates. 

These experiences—and my day to day life as a phy-
sician—has led me to think long and hard about how 
health policy could help carry us into an evolved future. 

Allow me to make a few observations—about some of 
the possibilities. A bit of out of the box thinking about 
what the future might hold. 

For instance, imagine if we evolved the payment sys-

tem so those who pool money through premiums, like a 
private insurer, or through taxes like a government sys-
tem, pay a standard base fee for medical care when it is 
provided regardless of where the patient lives? 

Then, the physician, or patient-centered medical home, 
hospital, or accountable-care organization could decide if 
they wanted to charge an additional service fee. 

If a patient could not afford to pay, a physician would 
not be obligated to charge the fee. Under current law, 
that is illegal. 

If the fee is charged, then the patient would decide if 
the medical care they received met their expectations. 
Whether it met those goals of timely, safe, equitable, effi-
cient, effective and patient-centered care. They would ei-
ther pay the service fee or if not, they would need to pro-
vide feedback on why their expectations were not met. 

In my experience, this would evolve quality care much 
faster than any government or insurer proposal I have 
seen. It provides real time feedback for quality, makes 
both the patient and physician accountable to each other 
and still preserves the pooling needed to keep health in-
surance affordable. 

It is worth remembering the words of Nobel Prize win-
ning economist Milton Friedman, who noted: 

“If you spend your own money on yourself, you are 
very concerned about how much is spent and how it is 
spent...But if you spend someone else’s money on your-
self, you are not too concerned how much is spent or 
how it is spent….” 

Government now pays for more than 56 percent of 
health care in America. 

If the use of federal taxes to significantly pay for health 
care defines a public plan, one already exists—the Fed-
eral Employee Health Benefit Plan. Let individuals whose 
employer does not provide health insurance coverage 
buy into that federal plan with advanceable tax credits 
inversely related to their income. 

I’d like to add to that my own modest proposal. Per-
haps federal spending priorities can evolve by linking 
the health premiums of elected officials to those of their 
constituents. Pool individuals along Congressional Dis-
trict lines. That might result in more communities with 
safe gyms and open fields for physical activity and fewer 
bridges to nowhere. 

Payment is just one piece of the health care reform 
puzzle. It’s important—but it’s not the defining trait 
of medicine.

The 9th Principle of Ethics trumps all. A physician shall 
support access to medical care for all people. And as these 
payment scenarios evolve, that principle is paramount. 
We will still care for our patients. No matter what. 

The AMA’s proposal for health system reform delivers 
the sort of strong, evolutionary changes we believe are 
the best way to deliver the best care we can—to the larg-
est number of people—with the best value. 
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Evolutionary change. Not revolutionary chaos. Radical 
plans may lower costs in the short run, but in the long 
run it will cost us dearly. Our American health care sys-
tem is sick and getting worse. If we approach change with 
a hatchet instead of a scalpel, we will lose the patient. 

I can promise this: our AMA is committed to offering 
guidance, our expertise, the benefits of our relationship 
with patients, and the powerful voice of our profession—
to help the powers that be make the right decisions. 

So which path will the next stage of the evolution of 
health care take? 

Perhaps someday we can evolve from a predominant-
ly employer-based system to one where the individual 
has the same tax advantage to own their own health 
insurance policy. 

A system more evolutionary than revolutionary. 
And now we must help educate our patients. We see 

advertising all the time by insurance companies who seek 
to sear their brand into the psyches of consumers. 

But will the loyalty of patients be to those who pool 
premiums? Or to those of us who get up at 2 a.m. and 
provide their care? 

As physicians, we have to be united, work together and 
speak as one. My greatest fear, is that the increasing spe-
cialization in medicine when we are threatened by gov-
ernment or payers -- will force us into warring tribes. 

When survival is threatened, those who change—sur-
vive. The evolutionary gain is not always to the swift, the 
strongest or most intelligent—but to the most adaptable. 

If we as physicians scatter among the banners of spe-
cialty—and fragment ourselves among organ, gender, age, 
limb, diagnostic and therapeutic components of being a 
physician, we forget the lessons that being human mean. 

As humans, we are the sum total of all our parts—phys-

ical, emotional, spiritual. These must act together to func-
tion best. As physicians—we must act together to function 
best. We must act together to stay strong for our profes-
sion. We must act together for the sake of our patients. 

It is all part of the evolution we as living beings—as 
physicians—have always done and will continue to do—
as individuals, as organizations and as society. 

In this extraordinary moment in our history, we as 
physicians must not only anticipate change, or respond 
to change, or adapt to change—we, ourselves, must be 
the change we hope to see in our health care system. I’m 
excited about it, and confident we can do it. … 

Confident, that we will continue our evolution as an 
organization that embraces the challenges of the practice 
of medicine in the 21st century and meets them with sci-
ence, innovation and creativity. … 

To lead the way toward a uniquely American sys-
tem that discards what doesn’t work, builds on what is 
strong, and offers value, innovation and access. Most 
of all, to stay true to the letter and the spirit of the 9th 
Principle of Ethics. … 

To support access to medical care for all people. 
This evolution of the AMA reflects our dedication to 

provide affordable, quality health insurance coverage not 
just for some, but for everyone. 

Throughout the centuries, the science of medicine has 
evolved, but the Art remains the same. Caring… Com-
fort … Compassion. 

Remember this: As physicians, we are blessed. And 
with that comes a great responsibility. We must hold true 
to our Ethics as the Evolution of the American health 
care system unfolds. And never forget that we as profes-
sion exist for the patients we serve. Thank you. God 
Bless America and God Bless our AMA. 

Leading to the Future
CAPITALISM  IS GREAT FOR ECONOMIC RECOVERY

Address by INDRA K. NOOYI, Chairman and CEO, PepsiCo
Delivered to the Economic Club of Washington, Washington, D.C., May 12, 2009

Ladies and gentleman, good evening.  It is a tremendous 
honor and privilege to be speaking here at the Economic 

Club of Washington.  You know, it is also a little daunting 
to follow the very impressive group of speakers you’ve had 
recently, including Secretary Geithner, Larry Summers, 
Randall Stephenson and Paul Otellini.  

Then there is you, the audience.  What could I say to 
such an intelligent group of thought leaders that you 
don’t know already?  So I thought, given what a difficult 
assignment this is, I’d make it even harder on myself.  

In a recently published survey, academics and industry 
experts came out as the most trusted spokespeople in 

the world.  Do you know who was almost at the bottom?  
Chief Executive Officers of large corporations.  So I de-
cided to take a risk and stand before you, the CEO of a 
large corporation, ready to do a speech on what the CEO 
of the future might look like.  I’m just grateful I’m not 
speaking to an empty room.  

So I want to start here with a personal reminiscence.  Two 
years ago, when I became CEO of PepsiCo, we put in place 
in the company a corporate directive that encapsulated 
something for which PepsiCo had always stood.  We called 
it Performance with Purpose.  We believed then, as we do 
now, that there is more to business than the earnings cycle.
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Our basic idea was that a company had to marry its 
performance with its ethical concerns.  Its performance 
and its purpose are not separate entities.  They merge.  
They feed off each other.  They need one another.  This 
is a particularly important idea against the backdrop of 
economic troubles we are in today.  

In this maelstrom, a debate has begun about the nature 
of the way we do business.  There are those who argue, 
like Bob Reich, that capitalism’s role is to increase the 
economic pie and nothing more, and let government do 
the rest.  The argument runs like this:  Private enterprise 
is a great vehicle for innovation.  It has been the engine 
of growth, and it has facilitated the technological ad-
vancements we saw in the 20th century.   Our prosperity 
has rested upon it and so has that of many other nations.  
And so preserving that capitalism as it has been for the 
last two decades is the only way to spur innovation.  
That is one argument.  

Then, on the other side of the argument, there are those 
who say that corporations and the very nature of capital-
ism have to change radically, with even more government 
regulation and even more oversight by boards of directors.

Now, I would say to you that it would be a mistake to 
lurch to either extreme.  I think the right answer, instead, is 
the ideal of performance and purpose working well together.  
The company of the future has to think of what it is for as 
well as what it does.  The company of the future has to be 
guided by the fact that it owes an obligation back to society.  
The company of the future has to do better by doing better.  

Aristotle once said that the unexamined life is not 
worth living.  I think it’s time to examine what we do 
once more in the spirit of a critical friend.  Let’s pause for 
a moment to consider what we need to examine.  

What has been the dominant model of the company 
for our time?  I think it was something like this:  The 
company should be an ever leaner and more efficient 
vehicle for the delivery of shareholder value, sometimes 
at the expense of other considerations.  And the business 
remit is narrow: simply to maximize the return on capi-
tal.  This idea was then tied to the short-term horizons of 
the stock markets, and this led to a simple but brutal as-
sessment of the role of the company – a source of value, 
but with limited guidance by values.

I’ve drawn this picture quite sharply, and it’s defi-
nitely more complex in real life.  And I am also aware 
that many companies have rejected many parts of this 
portrait.  But I think you’ll recognize the analysis, and I 
think you can see a sketch there of one idea of the com-
pany that has been important in our time.

I think, though, if you take a longer view – if you look 
back at the history of the corporation – you find that the 
idea that I’ve just set out is of relatively new vintage.  In the 
19th century, the best companies were seen as community 
organizations rooted in the society that gave them a home.

They gave their employees far more than the boon 

of occupation.  They often provided housing and other 
benefits.  Workers tended to live pretty close to the fac-
tory, and the whole ambit of the company from supply 
through effective demand was usually local.  

Over time, this form began to decline because produc-
tion got big, markets became disparate and companies 
went from local to national to regional then global.  And 
then the competition that free markets engendered put 
greater pressure on the company to return a surplus over 
costs.  In a tough market, the supernormal returns that 
effectively paid for all the extra benefits were competed 
away to an equilibrium return.  In more popular lan-
guage, companies just couldn’t afford to be so generous 
all of a sudden.  

Now, I want to be clear on one thing:  I don’t want you 
to think I’m sounding a lament for a lost age.  Many of 
the practices of the 19th century corporation were terrible:  
Employees were exploited, health and safety were neglect-
ed and there was outright illegality in that century.  And 
there is no golden age that we can rediscover.  Also, a great 
deal was gained as companies grew in size during the 20th 
century – scale, purchasing power, access to new markets.  

But I think we can now see that something was also 
lost.  Somewhere along the line, the advocates of the 
joint stock company began to believe they were running 
a sovereign entity.  They forgot that a company operates 
under license and therefore has to give something back.  
They forgot that the whole of its duty is not merely meet-
ing its legal and regulatory obligations but its larger obli-
gation back to that society.  

There are, today, very many companies that under-
stand and live by this ethic.  At the risk of sounding self-
congratulatory, for just a brief moment I’d like to offer 
PepsiCo as one such example.  

The task we face is to make it plain that all companies 
have a responsibility to the society that hosts them.  I am 
not talking about a company that is run on sentimental 
lines.  Every business has a bottom line.  Every business 
has to restructure now and then and sometimes make 
tough decisions.  Thinking differently does not mean 
we suddenly get a vacation from reality.  But I do think 
that we need to think again about the legacy we leave.  I 
think we need to embed a culture of long-term thinking.

And if that is right, then the job of the CEO is going to 
be very different in the future than the way that the job 
has developed over the past two or three decades.  The 
CEO we have tended to admire has been the one who 
could take the costs out, the one who could get the big-
gest return in the shortest possible time.  That was what 
the idea of the company as an engine of short-term value 
required.  But that kind of hard-edged leader delivering 
a return on capital no matter what the emotional social 
cost, I believe, is yesterday’s leader.

Now, not everything changes at once.  There are some 
parts of the task that will never change.  CEOs still have 
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to have operating expertise.  They have to know the 
company upwards, downwards and all the way through.  
They have to understand how to read a P & L and how 
to manage cash.  And it will still be important for CEOs 
to set a course, manage the ship as it steers, be capable 
of expressing the mission of the company in compelling 
terms and communicate to people.  

CEOs have to do all of that.  There is going to be no re-
lease from those obligations.  But the role of the CEO is 
going to be a lot more because those qualities I just talked 
about will not be enough any longer, even if they were in the 
past few years.  So we need a new breed of CEOs equipped 
for the job they will now do rather than the job done years 
ago.  I think there are at least five ways in which the job de-
scription will change.  These five things are as follows:

One, the CEO has to think long-term.  Two, the CEO 
needs to understand the way the public and private sec-
tors are coming together and work constructively within 
that framework.  Three, CEOs need to make the phrase 
“think global and act local” more than a cliché.  Four, 
CEOs need to be learning CEOs and keep an open mind 
so they can adapt to a rapidly changing world.  And, last-
ly, CEOs need to bring an abundant dose of emotional 
intelligence to the job.  

You know, there may be many more important aspects.  
And there is, I’m sure, a lot to say on each of these that 
I’ve outlined.  But I want to offer something to you.  I 
don’t think for one second that my account is a definitive 
account.  I offer it no more than an opening round in a 
conversation that I hope you will join.  

So, first, perhaps the most important thing is that the 
new CEO has to create sustainable value.  The new CEO 
has to think long-term and align all metrics in the com-
pany at every level on the longer-term.  And this has to 
extend to analysts and shareholders.

The whole perspective in which companies are viewed 
needs to shift from short- to the long-term, and as I 
would say, to a focus on shapes, not just numbers.  Ju-
dith Samuelson of the Aspen Institute recently made this 
case with great eloquence.  She said, “The economy did 
not get into a mess because people were paid too much.  
It got into a mess because they were paid to do the wrong 
things.”  Explaining the recession, Judy Samuelson says 
quite rightly: “If we had to pick one overarching cause, it 
would be business leaders taking on excessive risk in the 
quest to increase next quarter’s profits.”  

The Aspen Institute recently brought together a mix of 
high-level business leaders, governance experts, pension 
fund managers and union representatives to form what’s 
called the Aspen Corporate Values Strategy Group to set 
out some metrics, communications, policies and executive 
remuneration all towards this objective of creating long-
term value.  But the question for all of us is, how do we 
bring this to life?  And I think the responsibility lies with 
CEOs.  CEOs need to come together to make sure that no 

one CEO takes the whole risk upon him or herself.
This is always the problem when we ask for big chang-

es.  If all goes well, benefits are shared.  If it goes badly, 
it falls on one pair of shoulders.  So I would offer that 
CEOs have to come together.  We have to recognize that 
change is required, and we have to make it happen.  So 
that’s the first requirement for a CEO.  

The second requirement of new CEOs is that they 
have to have a deep understanding of public and private 
partnerships.  A good, modern company cannot func-
tion without these partnerships.  It is indisputable that 
the world we live in is more interconnected than ever 
before.  We have shared problems like pandemics and 
environmental change.  It is impossible to contain these 
problems within national boundaries; they are global is-
sues.  Furthermore, as I said earlier, a company is always 
embedded in society.  A company is granted a license to 
operate from that society and, therefore, owes that soci-
ety a duty of care.  Intelligent corporate action can be a 
great help to society.  But unthinking corporate action 
can add costs to taxpayers.

The CEO needs to be able to recognize the positive 
role that corporations can play in society and become a 
respected voice in these debates.  Let’s not forget that a 
healthy society means healthy corporations and vice ver-
sa.  This involves looking at issues from every angle.  At 
the moment, I would observe that the dialogue is some-
times unproductive.  NGOs and sometimes governments 
assume venality on the part of business, and business 
leaders in turn assume that NGOs and governments are 
exaggerating for effect.  

Perhaps we should develop the ability to stand in each 
other’s shoes.  We need the CEO to understand why 
NGOs and governments argue the way they do and why 
governments set policy the way they do.  NGOs and ad-
vocacy groups of all kinds have an incentive to put their 
case in a forceful way.  They need to define a problem; 
they need to get publicity.  

And if a CEO is ever tempted to rail against an NGO, 
it is worth remembering that, all over the world, NGOs 
are very highly trusted.  Globally, 54 percent of all 35- to 
65-year-olds trust NGOs to do what’s right – not CEOs.  
Maybe CEOs need – before they get the top job – to 
have spent some time in a not-for-profit organization or 
maybe even in government.  Or maybe an alternative 
would be to mandate that CEOs serve on a board of such 
organizations.  What is required is that CEOs work with 
governments and NGOs to propose solutions, not for all 
sides to retreat to their own corners.

But let me talk about the flip side.  The voice of business 
needs to be heard, too.  But again, the hard question is 
how.  Today, there are country-specific corporate organiza-
tions like the Business Roundtable and the Chamber of 
Commerce that we have here in the United States.  And 
there are many organizations that mirror these two organi-
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zations in many countries of the world.  The hope is that 
the voice of business is being heard in individual coun-
tries.  After all, business is the engine of the economy.  

But how should large, multinational corporations that 
operate in multiple countries speak with the leadership 
of multiple countries in a coordinated way?  Do we need 
a guiding coalition, a representative forum in which the 
views of the business world are shaped and then conveyed 
in a coordinated way to this leadership?  Should there be, 
for example, a G-50 of global corporations – not fragment-
ed bodies, but one organization that represents the point 
of view of global enterprise, perhaps in discussion with the 
G-20?  There is a real need to invent a new forum where 
private enterprise, governments and NGOs can all come 
together to address issues in a constructive way.  

Clearly the existence of this body also implies a CEO 
should be willing to speak up on issues.  The impetus for 
this may have to come from boards of directors, and I’m 
the first to tell you that this is not without its risks and 
needs to be thought through very carefully.  But I think 
it’s time that boards of directors start encouraging CEOs 
to speak out on issues and participate in policy creation.  

Let me now turn to the third aspect of being a CEO of 
tomorrow.  And this relates to the common phrase “think 
global but act local.”  I’m sure all of you have heard this 
being talked about a lot.  In fact, I’m sure many of you 
are tired of hearing about it.  Many CEOs of multination-
al companies actually live this every day.  But the new 
world requires CEOs who preside over global corpora-
tions to take this line to a totally new level.  Let me just 
offer you some numbers.

Fifty percent of humanity now lives east of the Middle 
East.  Those countries are growing the fastest – both 
population-wise and economically.  In January of this 
year, China overtook Germany to become the world’s 
third largest economy.  Already, one in three people in 
the world live in China or India.  In this new world, the 
task of acting local requires – especially for those in the 
West – acquiring profound, new knowledge.  It requires 
a new way of comprehending the world because, in this 
new world, power is based not just on Western democ-
racy but on other forms of government, too.  

The shift is from a culture rooted in Judeo-Christian 
ethics to a culture rooted in other religious or sometimes 
no religious ethics.  There are societies in which church, 
judiciary and state are separate entities to countries in 
which they are combined.  It’s a vastly new and different 
world, a world that is big enough for Plato and Con-
fucius and a world big enough for the Bible to coexist 
with the Bhagavad-Gita.  

I do not think it would be possible to do good business 
in most of Asia, for example, without a deep understand-
ing of their age-old culture and issues.  And traditional 
Western global business models cannot be exported, as 
opportunities and problems there are local and have to 

be addressed this way.  I believe it will be very hard for a 
CEO of tomorrow to be successful unless on the way up 
he or she has spent a significant amount of time overseas, 
ideally a meaningful amount of time living in emerging 
Asia, to understand the culture from the inside.  You 
know, Mark Twain once said, “Until a visitor becomes a 
resident, it is impossible to have an accurate understand-
ing of a place or its people.”  

Turning now to the fourth requirement of the modern 
CEO, the CEO has to keep learning.  In Plato’s Republic, 
Socrates learns by asking probing questions and listening.  
That is the way we have to learn in the little republic of 
the corporation.  We have to encourage debate, foster a 
culture of dissent and welcome uncomfortable input.  We 
need learning to be a mutual process in which employees 
learn from this whole change, too.  The reason we need to 
act as if we are constantly back at school is that the world 
in which we do business is changing ever so fast.

As I said before, it’s more interconnected than ever be-
fore.  That’s not news to you.  What happens in Beijing is 
known in Boston in seconds.  Technology is changing the 
way people interact.  Social media is altering the lives of 
billions of our consumers.  We are living in a world that 
Marian Saltzman calls a “transformation nation.”  And I 
don’t think we’ve begun to explore its potential.  

The social environment we operate in is changing, 
too.  We need to make sure that, as good companies, we 
reflect the society in which we live.  Diversity and inclu-
sion have to be taken to a new level.  Companies need 
to become multi-talented, multicultural, multi-regional, 
multi-ethnic and, most importantly, multi-generational.  
No group in society can or should be excluded. 

You know, in PepsiCo – just talking a little bit about 
our company – I look at the amazing diversity of our ex-
ecutive committee.  We have 29 people in the executive 
committee.  We have a Sudanese leading Europe, a North 
American as vice chair, an Italian leading North Ameri-
can Beverages, a Middle Easterner running Asia, and I 
don’t even want to talk about the CEO.

That diversity is what keeps our company grounded 
and helps us make market-based, sensible decisions.  
And diversity helps us keep abreast of the changes.  It is 
always tempting to project the present forward into the 
future, but it is usually an error.  The wave of the future 
would wash away part of the past because the popula-
tions we are serving are changing. 

One out of every 10 persons is now 60 years and 
above.  By 2050, one out of five will be 60 years or older.  
And every region of the world is different.  One out of 
five Europeans but one out of 20 Africans is 60 years 
or older.  In the emerging markets, a full 760 million 
people, or 25 percent of the population, will be under the 
age of 20 by 2030.

So CEOs need to get off the executive floor and start 
talking to people of all generations, not to pass judgment 
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but to learn their language, learn how they see the world, 
and learn how their thinking will profoundly change the 
way we do business.

I want to talk a little bit about a recent experience I had at 
PepsiCo.  I run a little session called “slice” meetings.  I ask 
people to sign up to have an hour with the CEO, and every 
time 10 people sign up, I sit down and they spend an hour 
with me.  And I do maybe five or six of these every month.

A group of Millennials got together and signed up as a 
Millennial group because they didn’t want their voice to 
be diluted by the older people.  And what was fascinat-
ing was the thoughts, the comments, the ideas I got from 
everybody else were one way, then when I heard from the 
Millennials, it was completely different – completely dif-
ferent.  And I realized then that the great Fortune maga-
zine cover had just come to reality:  You gave birth to 
them; now you manage them.  It’s a profound new world.

A month ago I started a blog within PepsiCo.  I’m terrified 
about blogging because I don’t know anything about this 
world of blogging.  I don’t know what to say.  I don’t know 
how it will be interpreted.  And, you know, I’ve watched my 
kids.  They’re on Facebook, they’re blogging, they’re Tweet-
ing.  They’re doing this like it is second nature to them.  

How am I going to learn this changing world?  Am I 
going to become antiquated in the next few weeks or 
months?  It terrifies me, I’ll be honest with you.  It terri-
fies me, but this is part of the learning CEO, and there is 
just so much I have to learn.

And I think CEOs of the future cannot afford to do busi-
ness the old way, because in all of this change it is easy to get 
passed by.  Every generation struggles with the technology 
that is second nature to their children.  The research tools 
we use, the measurements, the methods we deploy – they’re 
all in need of revamping, and we need to commit to serious 
retraining programs for all our people who need them.

And as CEOs we all have to go back to school to keep up 
with these trends in real time because, if we don’t do our 
job in making these changes, we risk creating an intellectu-
al chasm and a business model that quickly loses relevance.

And the final, fifth point: I think the CEO of the future 
has to show deep emotional intelligence.  CEOs will have 
to lead with their hearts as well as their heads, the right 
side of the brain in concert with the left side.  

Motivating, inspiring and holding onto the best of the 
best require CEOs truly to understand their employees.  
Each person, each cohort has unique needs and wants.  
They are no longer just a group of employees.  

Let me give you an example of what I mean – some-
thing that happened about a year-and-a-half ago.

I went to visit my family in India, and I walked into 
my home, and a lot of people came to visit me, to see this 
person who suddenly reached a position of fame.  They’d 
walk in, say hello to me, and then go to my mom and say, 
“You brought up your daughter so well.  What did you 
do?  What did you feed her?”  You know, they just talked 

to me for ten seconds and then just went on.
And I said to myself, “Wait a minute – why did I dress 

up?  Why am I sitting here like a statue and people just 
go by me?”  And it occurred to me that I was a product of 
my upbringing, and my parents had a lot to do with who 
I am, just as my family today, my husband and my chil-
dren, have a lot to do with who I am.

But I take my husband with me on events – he is here 
today – so he hears about me, and my children hear about 
me.  But parents don’t hear about their children.  The last 
report card they got was when the kid was in college.

So I came back and I wrote letters to every one of the 
parents of my 29 executive committee members.  I wrote 
to them, I told them about who I was, why I was writing 
to them, and I told them about what their son or daugh-
ter was doing at PepsiCo.

I said, you know, your son, Larry – let’s take Larry 
Thompson here.  I wrote to Larry’s mother.  I said, “I 
want you to know your son Larry is my general counsel, 
my right-hand man.”  I said, “I couldn’t survive in Pep-
siCo without Larry Thompson.”  And I ended by saying, 
“Dear Mrs. Thompson, thank you for the gift of Larry.”     

But I wrote this letter because I felt as a mother myself I 
would love to get a letter like this when my kids grow up.  I 
did not expect to see the outpouring of emotion that came 
when those letters went out.  All the parents wrote back 
emotional letters saying they hadn’t received a report card 
about their child since the child graduated from college.

Now, I didn’t stop.  It wasn’t a one-time event.  Every 
six months I would write to them, and last week (no! I 
didn’t attach the PDRs with them!) I sent them all our 
annual report.  On pages 98 and 99 there is a picture of 
our entire executive committee, and I referred them to 
the pages.  Mothers called me to say that this was the best 
Mother’s Day gift they had received.  It bound our em-
ployees a lot more to PepsiCo than ever before.  

And I’ll tell you one last story.  We had a candidate we 
were trying to hire, a partner from McKinsey – just a bril-
liant guy – and he had an offer from another company that 
was paying him a lot of money and he was sort of tilting 
towards this other company, but I wanted him in PepsiCo.

So I said, “Look, I don’t want you to go to the other com-
pany; I want you to come to PepsiCo.”  And he was trying 
to give me all the reasons why he had to go to this other 
company.  And I said, “Give me the number of your mom.”  

He gave me the telephone number of his mom, and I 
called her up and said, “Your son is looking at these two 
offers.  Let me talk about PepsiCo.”  I talked to her for 
about an hour, and, I’ve got to tell you, he joined Pep-
siCo.  He’s doing great.  And he said to me, “I don’t know 
what you told my mom.  She harassed me.”  

But my goal was not to harass.  My goal was to tell his 
mother that she was as much a part of PepsiCo, because I 
knew that the person I was recruiting was a family person 
and loved his parents because he talked about his mom dur-
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ing his interview with me, and I felt that if I welcomed his 
mom into PepsiCo he would feel even better at PepsiCo.   

And, I’ve got to tell you, other people have tried this, 
other CEOs have tried this.  They have all called me 
and said that it was simply an outstanding experience 
because it has unleashed emotions, the kind of which 
they’ve never seen.

Why do I say all this to you?  I often say that employ-
ees need to be able to bring their whole selves to work.  
For example, a mother is a mother, whether inside the 
company or outside.  To get the best out of her, compa-
nies have to address holistically her issues.  Childcare, 
for example, may not be an option anymore, but a re-
quirement.  Similarly, flex hours or work from home 
options may all have to become necessary if you want to 
attract and retain the best of the best.  

And CEOs of the future have to remain completely open-
minded to all of these options.  In fact, I’d argue we have 
to go back and revamp our organizational health surveys 
and our 360-degree feedback processes.  And all of these 
sessions we do, they have to be rethought and revamped 
because we now have to assess the emotional bond that 
employees feel to companies because, unless we have that 
emotional bond, companies cannot be successful.  People 
won’t look at it as an extension of their families.

And, of all of the characteristics of CEOs that I’ve 
talked about, I think this is the hardest to train for.  We 
all know about the intellectual intelligence the job of the 
CEO requires.  On that score, I’ll leave it to you to judge 
how well we are doing as a group of CEOs.  Well, we 
need to add an emotional intelligence, too, because even 
the CEO has to bring her whole self to work.

I started this section on the CEO by saying that the 
summary of what the CEO has to do is to marry perfor-
mance with purpose.  I want to end it by describing how 
they can do that.  

The central skill of the new CEO, in my view, is adapt-
ability.  In his excellent new book The Age of the Unthink-
able, Josh Ramo cites the philosopher Isaiah Berlin, and 
Isaiah Berlin makes a famous distinction between the 
hedgehog and the fox.

The hedgehog knows one big thing and sees the world 
through its prism.  The fox knows many small things.  
His cunning lies in his ability to absorb a lot of informa-
tion and to be curious about the world around him.  

The book concludes with the same message I’m giving 
you today:  This is the era of the fox.  This is an age in which 
curiosity and resilience matter more than certainty.  In un-
certain environments, it isn’t any specific asset, intellectual 
property or competitive position that matters most.  Rather, 
being adaptable and nimble are the characteristics that will 
separate the winners from the losers over the long term.

Instead of trying to plan for every possible eventuality, 
the modern leader has to look at the wider context and 
try to shape it.  It’s a fascinating challenge and one that 

I’m not sure we encounter anywhere in our conventional 
business training.

This is an evolution of the job description for the CEO 
of the future.  So the place that young businesspeople go 
to train, the business school, needs to start approaching 
the task in a fundamentally different way.  Curriculum 
and teaching methods need to change to reflect the new 
reality.  For one, business schools have to embrace fully 
the notion of public and private management.  

You know, way back in 1976, Yale began a school 
of management, and it was not a traditional business 
school.  It emphasized the public and private and non-
profit sectors.  It taught all its graduates to understand 
fully the roles of all three sectors and the intersection 
points.  And the degree that was awarded by Yale then 
was the MPPM, Master in Public and Private Manage-
ment.  I know that because I received the MPPM from 
Yale.  Over time, due to market pressures, Yale, too, be-
gan to call its degree the MBA, but its curriculum focus 
on public and private management has remained.  

I think change has to come to all business schools.  
Casework has to be developed and taught by faculty from 
multiple areas.  

We need the business academics to give us a traditional 
business perspective.  Maybe the divinity professor should 
come in and talk about the religious aspects of a case.  
Legal scholars come in and look at it from their point of 
view.  A demographer may need to talk about how the 
flow of people into countries is changing.  Perhaps a polit-
ical scientist should come and talk about how the regime 
in place could impact business.  Perhaps a psychology pro-
fessor should come in and talk about emotional resilience 
and techniques of adaptation.  And maybe all these profes-
sors have to come together to teach one case.  

This is the true power of large universities, and it has 
not been tapped as yet.  I think new case methods have 
to be developed, and this has got to form the foundation 
of the new business school curriculum.

And to augment in-class teaching, perhaps students 
should be required to do an internship in a sector differ-
ent from which they came.  Maybe even a semester of the 
four semesters of business school should be done in an 
international setting.  

Maybe we should encourage MBAs to do a one-year 
stint in a service corps or NGO after they graduate to 
understand issues though a perspective about which an 
MBA rarely worries once the corporate climb begins.  

And lastly, maybe the time has come to stop measuring 
the success of business schools by the starting salaries of 
their graduates.  I don’t know what the new metric is, but 
the need for a new yardstick is amply clear.

You know, seeing the precise nature of the change we 
need is always the hard part.  I am too aware that I don’t 
have the answers, and I look forward to continuing the 
dialogue with you.  So let me close by saying this has 
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When you are headed for a train wreck, the best way 
is to find an alternate track. We indeed are heading 

for a fiscal train wreck. Why did this train wreck occur?  
Through growing deficits, debts and dependence on other 
nations to maintain a sustainable balance. There are a lot of 
tough choices on the table. Currently we have $11 trillion 
in national debt and $56 trillion in liabilities and unfunded 
promises. We spend 23-24% of our national economy but 
take in 18-19% in revenues. Our national debt now equals 
41% of the national economy. With current momentum, it 
will rise to 82% before the end of the decade. Each child will 
owe $184,000 of that debt, and it continues to expand.

This past spring, we released a comprehensive report 
on Capitol Hill, appropriately titled, Saving America’s 
Future. We were fortunate to have Senator Mark Warner 
(D-VA), Congressman Frank Wolf (R-VA), and Con-
gressman Jim Cooper (D-TN), the latter two being lead 
co-sponsors of the Securing America’s Future Economy 
Commission Act (SAFE Act), join us in speaking up 
about these grand challenges. This report has since made 
its way into the Administration and many Congressional 
offices—demonstrating that people are desperately look-
ing for a line of attack to divert the fiscal wreck.      

How did this project come about?  A year and a half ago 
in my book, A Call to Greatness: Challenging the Next 
President, I asserted that the next President would take 
office during bleak times, with a gathering storm hovering 
over the inauguration. Even then, America had lost much 
of its strategic and budgetary freedom of action, unity at 
home, and support abroad.  I did not anticipate that the 
collapse of the sub-prime mortgage market would drag 
down the entire financial system like falling dominoes, 
forcing once-great companies like AIG, Lehman Brothers, 
and Bear Sterns toward bankruptcy and two of the origi-
nal American auto makers toward bankruptcy protection. 
It was far worse than my book ever anticipated. The train 

heading for the wreck has tripled in speed. 
As I note in A Call To Greatness, great Presidents have 

central priority around which all others were disciplined 
in timing and scope so as to not interfere. This is the first 
principle of strategy; principle of effort. A prime example 
of this was the way in which President Eisenhower, a for-
mer five star general, organized himself. He used the term 
for the Cold War, preparing for “the long haul.”  Though 
he rose to prominence as a military man, this successful 
grand strategist believed that the overriding priority was 
to maintain our fiscal strength as the foundation for “the 
long haul” during the Cold War. He created the “Solarium 
Project” to establish competitive teams outside of govern-
ment which compared strategic alternatives. This in turn 
allowed Ike to combine security and budgetary strategy; 
something that must be done again today.

This looming fiscal crisis has the potential to negative-
ly affect not just our economic security but our national 
security. There are correlations between America’s cur-
rent geopolitical position and that of the declining British 
empire of the 1950s. Following World War II, the fiscally 
feeble and imperialistic Great Britain and France ignored 
Eisenhower’s opposition and invaded Egypt to gain con-
trol of the Suez Canal. In retaliation, Eisenhower utilized 
American influence over the weak British economy to 
force British troops out of Egypt. 

A Call To Greatness asked the new President to draw 
from such a group during his transition and first year in 
office. With the President-elect’s distractions, however, 
we set up a group of Twenty-four leading Americans—
including former heads of the Republican and Demo-
cratic Committees, Senator Bill Brock and Governor Roy 
Romer, Attorney General Edwin Meese, Senators Sam 
Nunn and Chuck Hagel, Ambassador Thomas Picker-
ing, University leaders including Dr. William Brody of 
Johns Hopkins and Dr. Shirley Ann Jackson of Rensselaer 

The President Must Address the National Debt
TO ANSWER HIS CALL TO GREATNESS HE MUST WIN OVER THE MIDDLE

Address by DAVID ABSHIRE, Director, the Center for the Study of the Presidency and Congress
Delivered to the University Club, Washington, D.C.,  July 28, 2009

been a wide-ranging speech.  I have tried to encompass a 
lot, but let me leave you with a central thought.  

The way we have been doing business has had many 
virtues.  Indeed, many of these virtues remain.  But we 
are at a crossroads.  Whenever it seems that solid things 
have melted into air, there is a moment for reflection and 
a moment for recreation.  

Capitalism has amazing powers of recovery, but we 
all need to accept that the pursuit of short-term perfor-
mance is not enough.  That performance needs to be 

allied to a purpose.  Otherwise, as we have seen, perfor-
mance disappears, too.  We all – CEOs of today, members 
of boards of directors – are under an obligation to change 
from the short-term view to a sustainable view.

We can indeed convert this crisis into a great opportuni-
ty.  But if we are to do that, it’s no use looking at ourselves 
in the mirror without realizing that the person with the re-
sponsibility to lead the change is staring right back at you.

Ladies and gentlemen, thank you for your time and at-
tention.  It’s been a real privilege speaking with you. 
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Polytechnic Institute, and Newt Minow, who originally 
hired Barack and Michelle Obama at Sidley Austin in 
Chicago. This is to say that the group is quite bipartisan. 
This prestigious group is headed by David Walker (then 
head of the Government Accountability Office), Norman 
Augustine (former head of Lockheed Martin and chair 
of the monumental study, Rising Above the Gathering 
Storm), and Leon Panetta. When Panetta moved to CIA, 
Former Governor Romer took his place. 

Our overall assessment of where we stand came to the 
striking conclusion that the principle challenges were not 
caused by the rise of China, the suspicious maneuvers of 
Putin’s Russia, or even by Osama Bin Laden and al-Qae-
da. In the immortal words of the cartoon character Pogo, 
“we have met the enemy and he is us!”  By and large, we 
have created our own problems: Our own squandering 
and failures…take the following examples:

Health care costs represent 17% of the economy. 30-
50% of US healthcare expenditures are wasted, we 
spend less than 3% on disease prevention, and 85% of 
our medical bills contain errors. 
In education, we spend more per student than most of 
the rest of the world. Of the 57 lead nations, we’re 29th 
in our science scores, and 31st in math. We lag in pro-
ducing scientists, engineers, and innovators. 50-85% of 
growth in the past century came from our advances in 
math, science, and engineering. It is no wonder that we 
approach 6th place in innovation and competitiveness. 
In the energy sector, we produce 10% of the world’s pe-
troleum, but consume 24%. We are hostage to OPEC, 
and our principal banker, China, finances this imbalance. 
We are spending more on National Security than any oth-
er country in the world, fighting two wars which could 
have been prevented. Still, we have not demonstrated 
an ability to change minds in the Middle East. We need 
smart power, not dumb power. In 2003 General Petraeus 
landed in Iraq with the 101st airborne division in Iraq 
and said that “if we can’t change minds we can’t win.” 

We must “think smarter, not richer,” and restore the en-
trepreneurial spirit in education, science, and health that 
we had during WWII and the early Cold War. We need 
to encourage great scientists and engineers like Vannevar 
Bush to reenergize the next generation of great Americans. 

Our talented new President recognized what I have just 
said. If so many of these problems were self-created, they 
should be self-corrected. He agreed that our uncontrolled 
fiscal condition was central but argued by taking on these 
correctives in the areas of health, education, energy and 
national security would help with the budgetary situation. 
If his conception was good, the execution has not been 
good. Why?  One major reason is the Congress where the 
leadership is to the left of his would-be central and bipar-
tisan approach. His greatest success was found in his re-
markable Education Reform speech given before the His-
panic Chamber of Commerce. There he went against his 

political base and called for genuine reform, for example: 
merit pay, charter schools, and longer school years. There 
is a lesson here. He did not have to go through Congress 
although he has to work with Governors. 

Another area offers quite a different story. 
He took on health care but citing the figures I have given 

you. He felt he had learned the lesson of the Clinton Health 
Care Initiative which was conceived in secret and sprung 
on Congress. He did quite the opposite and left it to the 
Congress to design the plan. To his credit, he said it should 
be deficit neutral and cost savings. Now he is caught in the 
dilemma of his demanding a bill if not before the August 
recess, soon thereafter, the Democratic leadership doing the 
same, the Blue Dogs, many so-called New Democrats and 
Republicans increasing untied in a coalition arguing that the 
present plans are not either deficit neutral or cost savings. 

It might well be in this dilemma do the sort of thing that 
David Broder of the Washington Post proposed, “[Presi-
dent Obama] could encourage his congressional allies to 
push ahead quickly with plans that pretty clearly are badly 
flawed and overly expensive. Or he could ask them to re-
consider and step up to the structural changes that could 
deliver the kind of reform voters want -- and might actu-
ally be able to afford.”  We restudied FDR’s first 100 days 
in office. He had underlying themes in his fireside chats 
but underneath had flexibility to change course according 
to circumstance. I believe that the test of the call to great-
ness of this President will reside in this crisis to hold to 
“deficit neutral and cost savings” in the health care area 
as well as in his other areas of concern. This would follow 
the strategic mantra of Eisenhower when he had his teams 
on developing alternate strategies for winning the Cold 
War, but each had to be disciplined by reinforcing a strong 
economic base as the ultimate source of our power. 

As to the central strategic direction of avoiding our 
fiscal train wreck, President Obama has said the right 
things. He has hosted a Fiscal Summit; he has empha-
sized his fiscal principles in his budget bill, made some 
cuts in expenditures, and eliminated some subsidies. But 
these were band aids. Currently he does not have a realis-
tic and enforceable plan for eliminating the deficits. 

Another attempt came On June 9th, with the PAYGO 
legislation. But even Democrats warned of the loopholes 
and that we will likely see a $1.2 Trillion budget deficit 
in 2012. Whereas Peter Orzag says that the President is 
committed to a deficit equal to no more than 3% of the 
GDP within 5-10 years, but the non-partisan Congressio-
nal Budget Office projects a deficit of at least 4% which 
some still believe to be optimistic. 

Now the President is in a real crisis of credibility. We 
must make it clear that he needed to engage in Keynesian 
deficit spending and thus adhering to the lessons learned 
during the Great Depression in this regard. What he has 
not done is create the absolute assurances that, after re-
covery, he will shift to a new tax system which favors sav-
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ings, investment, and budgetary controls. Only this nec-
essary pivot can return the nation to fiscal equilibrium. 

What is his way out?  First, as we have already noted, 
he must maintain his credibility by demanding that the 
health bill be deficit neutral and provide cost savings 
and postpone other aspects of the bill. Second, decisively 
move to set up what we call a “fiscal future commission”.

Modeled after the Military Bases Realignment and 
Closure (BRAC) Commissions, the Fiscal Future Com-
mission would have high-level bipartisan members mak-
ing the tough political decisions, then requiring an up 
and down vote in Congress on its findings. This genuine 
reform measure would take tough decisions out of the 
broken political process and allow real reform. 

On Capitol Hill, there are already three variations • 
of this proposal. Democratic Blue Dog leader Jim 
Cooper, and Republican Frank Wolf introduced one 
version in the House. A similar bill in the Senate was 
introduced by Senators Joe Lieberman (I-CT) and 
George Voinovich (R-OH). I might note that Paul Vol-
cker would be a splendid co-chair of this commission.
As outlined in Saving America’s Future, “the Joint Execu-• 
tive and Legislative appointed Commission should de-
velop statutory budget controls, and comprehensive tax 
and Social Security reform legislation, as well as re-orient 
government spending programs and tax preferences for 
the future.”  This action would prevent the spiraling costs 
of entitlement programs and tax preferences from rapidly 
expanding our national debt and forcing the government 
to institute major tax burdens on young workers. 

This reform proposal offers politicians protection from 
special interest groups. When the President’s budget bill 
went to the Congress, the President courageously cut ag-
ricultural entitlements. Senator Kent Conrad from South 
Dakota, with a large farm population, had to vote against 
it. Although he supports fiscal responsibility, he could 
not vote for cutting subsidies. He needed political pro-
tection, which the current system does not give him!  

I argued in the Washington Post that the “genius of the 

Fiscal Future Commission is that it would allow flexibili-
ty in its timing. It would provide time for the economy to 
recover as it did its work over the next two years. Then, 
at the end of this period, there would be an up or down 
vote in Congress on whether to implement its findings…
The announcement of the commission would send a 
message to the holders of our debt, China, Japan, and the 
Gulf States—as well as international markets—that our 
Nation will put its fiscal house in order through extraor-
dinary and effective measures.” 

President Obama came close to endorsing the Fiscal 
Future Commission immediately after the election in 
speaking to the editorial board of the Washington Post.  
One reason he did not was a reluctance to bypass Con-
gressional leadership in his efforts on reform in educa-
tion, health, and energy. However, Obama took a step 
forward in an interview with Fred Hiatt last Wednesday 
where he stated, “The best way to deal with the deficit, 
he said, may be through a commission for which ‘every-
thing is going to have to be on the table.’ The commis-
sion would report back after the 2010 election, with the 
prospect of “locking in a pledge for action.”

In addition, House Majority leader Steny Hoyer broke 
ranks with Speaker Nancy Pelosi and Democrats to en-
dorse the commission idea in a recent speech hosted by 
the Bipartisan Policy Center. The principal reason for 
doing so was to not let down his grandchildren, who, 
he said, would pay the price of our fiscal irresponsibility 
with higher taxes and inflation. 

In conclusion, to avoid the train wreck should seize 
the pragmatic middle and not the left-wing. He should 
announce a fiscal future commission to begin reporting 
out in two years timed with the recovery. This would be 
an act of historical Presidential courage which both and 
McCain and Obama called for in the general election 
debate. They both said the old system in Washington is 
broken and we need genuine reform. If President Obama 
seizes this mantle, he will have answered the title I put in 
my book, a call to greatness. 

Prolongevity
PRACTICING SMARTER MEDICINE

Address by FLOYD D. LOOP, M.D., CEO and Chairman, Board of Governors (1989-2004),  
Cleveland Clinic

Delivered to the Treatment of Cardiovascular Disease: Legacy and Innovation, Cleveland Clinic, Cleveland, Ohio,  
June 3, 2009

Many of you who have trained or visited here in the past 
know that the Cleveland Clinic is a place where you 

can hear dozens of languages and meet men and women 
from every continent. We have a natural diversity of talent 
that has long been a republic of ideas and one of the best 

examples of physician-directed health care. 
Despite the current economics, the times are not yet 

bad in medicine and most of us are not disaffected or 
we wouldn’t be here. We recognize more than ever that 
health care has become an increasingly intense profes-
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sion. Every year we depend more on new knowledge, 
technical excellence, and personal responsibility. 

Physicians crave order but hate authority. Those of us 
who have led departments or organizations realize that 
physicians have an immature, unbridled desire for un-
managed freedom. That’s precisely the reason why we 
went into medicine so that we have relative autonomy. We 
may complain about regulations, but the independence in 
our specialties is unlike most other professions. We have 
freedom to work anywhere—alone, or with a group, or in 
an integrated system. Many of us know that the coordina-
tion and efficiency of integrated health care makes clinical 
practice intellectually more rewarding, safer, and supports 
greater performance than one can achieve individually.

Those of us who have reached mid-career or have gone 
past it, look back in wonder at our formative years. Most 
of us were totally preoccupied. We spend our professional 
life with our heads down, working in our disciplines, try-
ing to figure out polygenic, multifactor disease, and are 
barely aware of our surroundings. We are involved in pre-
cision, decision, scholarship and endurance. Endurance is 
variable. I can’t advise you on how to have a long career. 
But I can advise you about planning and having a career 
that thrives on change. We all have other interests or di-
mensions beyond our specialties, namely matters relating 
to the profession itself, to our personal life, the commu-
nity, and the institution where we practice. My advice is 
the title of this address, Prolongevity. It’s about breadth, 
achievement and satisfaction in all dimensions. 

As we progress through life, consciously or uncon-
sciously, we add to these dimensions and they shape us. 
In our futurity, we have choices:  We can be proactive and 
alert to change, or we can be reactive and take what comes 
along. Prolongevity involves being active, not reactive 
or inactive. Get off your position; know what’s going on; 
find opportunities and do something about it; inspire and 
educate those around you. The humorist Art Buchwald 
received this advice from his father:  There are two kinds 
of people who ride the subway - those who push and those 
who get pushed. People who push live a lot longer. What-
ever your attitude is, it doesn’t pay to be a victim. Eighty 
percent of the people who you complain to either don’t 
care or don’t understand, and the other twenty percent be-
lieve you deserve it. Instead, learn more about your field, 
about health care policy, better educating your patients, 
and how to improve the institution you serve.

Today, we live in a noisy environment and a number of 
trends have real consequences. 

Science and medicine have become more politicized.• 
We have a fragmented, redundant, territorial system • 
of health care. Our profession has become a “league 
of factions.”  
Our medical specialties are increasingly narrow.• 
There are wide variations in medical practice. And • 
health status, demographics and patient preferences 

don’t account for it.
Congress evidently never read Lincoln’s “House Di-• 
vided” speech. They’re split on nearly every issue and 
the debates are without compromise. Our elected of-
ficials behave like landed aristocracy. We have become 
a reactive polling nation fueled by a Greek chorus of 
mainstream media. 
We are devolving to an attitude of little respect for any-• 
thing. Envy has replaced admiration. Some believe “it 
is easier for a camel to pass through the eye of a needle 
than for a rich man to enter the Kingdom of Heaven.”

The current economic situation has been brought 
about by greed unprecedented in magnitude. Even to-
day there is no constituency for fiscal responsibility. We 
didn’t heed Thomas Jefferson who warned “. . . banking 
establishments are more dangerous than standing armies, 
and the principle of spending money to be paid out by 
posterity . . . is but swindling futurity on a large scale.”  
Ladies and gentlemen, the only thing not for sale today is 
character. And that’s where you come in.

Given that these are the present conditions, we have 
to push back by practicing smarter medicine and pre-
paring for change. Broadening our perspectives allows 
us to understand the current events and the issues that 
frustrate our patients and ourselves. To add greater value 
each year, the doctor must always be a student and not 
just for your own enlightenment. We often overlook one 
of our greatest responsibilities . . . that of educating our 
patients—helping them become informed consumers. 

Let’s start with the first dimension outside our spe-
cialty, our profession itself. For a long time, we have 
known that higher health care costs relate largely to 
our lifestyles, affluence, culture, our excesses—and, of 
course, to advances in biotechnology and the growing 
number of elderly with their longer functional lifespan. 
We are in an ideological gridlock about comprehensive 
medical reform. There doesn’t seem to be one solution 
to the fiscal issues. The problem is actually worldwide. 
The economist, Thomas Sowell, points out that politi-
cians who say they will bring down the cost of medical 
care mean that they will bring down the prices paid for 
medical care. Prices are what you pay for costs. The ac-
tual costs include education of all skilled personnel, the 
building and maintaining healthcare facilities, advances 
in biotechnology, and our academic pursuits. Those costs 
won’t go down. However, if we as doctors can’t practice 
more efficiently, the government will propose more “solu-
tions” and every action that is offered will create behav-
ioral change in all the stakeholders. 

In order to sell reform, the American public is sub-
jected to a steady litany of misinformation. We were told 
that in every other industrialized nation, people are more 
satisfied with their health care than we are in the United 
States and by every measure of public health they are in 
better condition. These are the exact words going back 
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15 years. Our high cost is attributed to price gouging, 
cost shifting, and unconscionable profiteering. 

Over the years, one source of misinformation has been 
the World Health Organization. Too bad, because they do 
good work overall. According to the WHO, the United 
States ranks 37th in health care, below Columbia and 
Oman, and just above Slovenia and Cuba. These rankings 
defy common sense. Anyone who travels can readily appre-
ciate differences in quality, organization, and experience. 

The WHO heavily weighs variables such as life expec-
tancy and “financial fairness.”  The wider the dispersion 
of personal income spent on health care, the lower the 
ranking. The WHO factors in teenage pregnancy, alco-
hol abuse, drug-addiction and violence as a strict func-
tion of healthcare. They and other experts medicalize 
our social problems. 

Deaths related to unhealthy behaviors are classified as 
preventable. Equality becomes the ultimate yardstick, so 
that a country where everybody gets poor care is ranked 
higher than a country such as the United States, where 
the majority get good care. The purpose of the WHO re-
port is to justify universal coverage. 

More medical care does not necessarily mean better 
health. Sir Douglas Black, a distinguished British physi-
cian, observed that there has been no significant change 
in the relative health status of the various occupational 
classes in Great Britain over the half-century that the Na-
tional Health Service has been doing its best to provide 
equality of access. Health care insurance doesn’t guarantee 
efficient or effective health care. It is well known that ed-
ucation is the single greatest determinant of good health.

When people tell you about how bad our healthcare is, 
tell them that the U.S. is rated number one in responsive-
ness to patients’ needs, in choice of providers, patient 
dignity, timely care, and confidentiality. We have the best 
access to care and the shortest length of hospital stay. 
We achieve our results with fewer practicing doctors and 
nurses per 1,000 population. We have fewer per capita 
medical consultations, and lower rates of hospitalization. 
Compared to other countries, our citizens pay relatively 
low out of pocket expenses as a share of total spend-
ing. We prescribe 20 percent fewer drugs than England, 
Germany and Canada. We have the lowest mortality for 
colon, breast and prostate cancer. In fact, we have better 
survival in 13 of 16 cancers. Yet, the “polls” report that 
the U.S. is the worst in satisfaction with healthcare. But 
the real truth is that perceptions of personal health are 
remarkably consistent around the world. Each of the de-
veloped countries has a mixture of strengths and weak-
nesses and patients respond to their experiences. You 
don’t test a healthcare system unless you’re really sick.

What’s wrong with our medicine?  Plenty. For a variety 
of reasons, we devote too many resources to diagnoses 
and therapies ... and we spend a lot more on administra-
tion because of our inexplicable insurance system. Even 

today, there is little incentive for students to choose pri-
mary care. Consequently, our coordination of care could 
be better. We need computerized prescribing, better 
adoption and integration of electronic patient records, 
more emphasis on wellness and patient education and 
uniform insurance standards. 

In these perilous financial times, there is a bold in-
tent to reform health care by more government subsidy. 
Remember, finance first, then plan. Raising taxes is not 
a sustainable financing plan. Quoting Ronald Reagan: 
“Government’s view of the economy could be summed 
up in a few short phrases:  If it moves, tax it; if it keeps 
moving, regulate it; and if it stops moving, subsidize it.”  
At the top of the government reform proposals, we have 
mostly non-practicing “experts” who are accountable to 
no one. As Dr. Michael DeBakey characterized the situ-
ation, “. . .the arrogant and imperious intrusions of the 
clinically untutored into medical decisions and physician 
compensation.”  The point is that we have many assets in 
clinical medicine, research and education. Prolongevity 
involves improving our assets and correcting the defi-
ciencies. Only an informed citizenry, starting with doc-
tors, can make intelligent decisions about how to make 
fundamental changes to our health care. Real physicians 
need to lead, not follow, the debate. 

A nation is like any organization; only about one or 
two percent of people really make it happen. Another 
five percent may help. They follow each and everything 
that goes on but do relatively little. The rest of the people 
ask what happened. Those are the great majority who sit 
around and wait for things to get better. Then they ask:  
Why has reimbursement gone down?  Why have my tax-
es gone up?  Why is the government trying to take over 
health care?  Will this affect my practice?

Given that these are the current conditions, where are 
the opportunities?  The most valuable resource today is 
knowledge. You say that’s been true for a long time. Yes, but 
today knowledge has far more applications. Brain power 
is even more linked to mobility. If skilled, highly educated 
people or corporations for that matter—if they don’t like 
the work environment or local tax rates, they will move. 
The economist, George Gilder noted that high tax rates, 
don’t redistribute income, they redistribute people. Also, 
the younger generation may not want to work as hard as 
their forefathers, but they want to work smarter. They view 
hierarchy suspiciously. Leadership today is held increasingly 
responsible for a favorable environment and good results. 

What other lessons are learned from our medical pro-
fession?  First, the knowledge, judgment and skill of 
the physician is the single most important determinant 
of health care quality. Completion of specialty training, 
licensure and even recertification—none of these guar-
antee that the physician has those qualities. We have all 
seen exceptional residents and yet some of them never 
grew in their profession. In the past, it was said that you 
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will never know as much and you will never be as smart 
as you are at the end of formal training. You better hope 
that is not true. If that applies to you, the world has al-
ready passed you by. 

The study of prolongevity—how to improve and enjoy 
all the dimensions in life—begins with a deep under-
standing of the profession, and the desire to know more. 
That quest for knowledge is as important as talent. A 
degree is just a license to go on learning. All you have 
when you start out is a ticket to be an “effective learner.”  
Those who have advanced by learning effectively tend to 
enjoy their practice, and, I believe, are less frustrated or 
distracted. They have mastered “a conscious art, prac-
ticed with natural ease.”  In cardiac surgery years ago, we 
were always exuberant. There was no better specialty. We 
would perform heart surgery, regardless of the material 
benefits, because we were on the frontier of progress and 
had a great sense of personal satisfaction, knowing that 
we had enriched the people around us. Sick patients are 
a great incentive for innovation.

In life, to improve you compete mainly with yourself. 
However, if you want to build your practice, you have to 
compete today on measured quality. The management con-
sultant, Tom Peters, wrote “the only thing that counts is 
whether your quality is getting better at a more rapid rate 
than your principal competitors. It’s real simple. If we’re not 
getting more better faster than they are getting more better 
faster, then we are getting less better or more worse.”  High 
quality healthcare combined with operating efficiency and 
great service constitutes what is called disruptive competi-
tion. Performance takes precedence over profit. You can’t 
put a price on wisdom, skill and compassion. These are the 
true elements of performance. As Warren Buffet was taught, 
“price may be what you pay but value is what you get.”  

In the near future, care will be better coordinated by 
greater alignment of physicians with hospitals and out-
patient facilities. To accommodate these doctors, the 
medical leadership has to gain insight from clinicians, 
scientists and educators and especially from patients. 
The great integrated medical systems are the ones that 
will survive and prosper and improve the coordination 
of care. Doctors who practice yesterday’s medicine are 
still not interested in resource consumption. They don’t 
understand that each of us, practicing modern medicine, 
is responsible for cost, quality and performance. Even to-
day, these principles are not routinely instilled in young 
doctors. Unlimited resources are thought to be necessary 
to save lives even if the outcome is hopeless. It’s the no 
think, can do school and, it’s rapidly becoming obsolete. 
There’s an old saying that “in most countries, death is in-
evitable; in the U.S., it’s still thought to be an option.”

We believe that academic healthcare is better led by phy-
sicians. Our strategy at the Cleveland Clinic has been to 
invest in physicians and their leadership. This is the intel-
lectual capital where value in medicine resides. The goal is 

to become a “high reliability organization”, one in which 
there is a “healthy tension between beliefs and criticism.”  
Budgets and revenues are designed to achieve that vision, 
not that other way around. Sometimes the best specialty 
medicine is the most expensive health care initially, but fre-
quently it becomes the least expensive treatment over time 
and thus a better value. Value in medicine and value in your 
personal life, the convergence of career, education and fami-
ly, and especially, your personal effective learning are all part 
of prolongevity. The transformations today require us to be 
more aware of the political environment and in our practice 
prioritize the patient and the organization above all. Be part 
of institutional learning—influence it—institutional learn-
ing is more difficult to affect than individual learning.

A sine curve is often used to depict a typical business 
cycle. An industry’s technical maturity is shown over 
time. The early adoption phase is often slower than ex-
pected; it accelerates and levels off into a mature phase 
and eventually the impact of the current business de-
clines. In a business cycle, this leveling off is often hard 
for incumbents to predict or appreciate. In an ideal situ-
ation, the business decisions, risks, and rewards occur 
as the curve ascends - when the industry is preparing to 
invest and move to the next cycle.

As we reach a certain eventuality in our careers, this 
curve also applies to prolongevity in our professional 
life. If you don’t think about where you’re going, your 
career may fade earlier than planned. Many people look 
forward to retirement . . . without much forethought. 
Others, especially those who have been in high pressure 
fields, need continued intellectual stimulation. To change 
or modify your career takes knowledge, courage, perhaps 
fate, and the ability to make good decisions. 

The time to plan the next phase of life is on that up-
sweep before the curve peaks. If you are complacent 
and without plans, you may miss the next wave. We 
are incredibly fortunate in medicine to have careers to 
build on. Don’t wait too long to exercise your options. As 
Butch Cassidy said to the Sundance Kid, “Every day you 
get older—that’s the law.”  Your futurity depends on deci-
sions made along the ascending curve.

The British management consultant, Charles Handy, 
tells the story about a traveler wandering in the hills near 
Dublin and he comes upon a fellow who he asks for di-
rections to the next town. The fellow says go straight on 
as you are heading down the valley. After a mile or two, 
you’ll cross a bridge and you’ll see Davy’s bar on the other 
side. You can’t miss it. Have you got that?  Yes, the traveler 
replied. Well then . . . half a mile before you get there, as 
you go up the hill, turn right and then you’re on the true 
path. Now there’s the catch. Too many people in life find 
themselves at Davy’s bar. Too late by then to retrace their 
steps to the road that they should have taken. That road is 
not taken, because we resist thinking about the later years. 
Many people have in effect asked me for directions, but 
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they’ve already gone past the turn on the hill. They’re al-
ready at Davy’s bar—that’s where life took them. The par-
able reminds us of the importance of planning—not just 
for hope—it’s for something else to achieve. 

Most of the people in this audience will outlive their 
careers. However, during the formative years, prolongev-
ity involves the extension of our personal, intellectual 
and aspirational lives  - throughout the main career. The 
nature of our profession affords us many opportuni-
ties outside our specialities. It may require reeducation. 
However, plans are easier to achieve because of the great 
nation that we live in.

Steve Moore of the WSJ and others have observed that 
there has been more material progress in the United 
States in the 20th century than there was in the entire 
world in all previous centuries combined. Almost every 
indicator of health, wealth, safety, nutrition, affordability, 
and availability of consumer goods and services show 
clear improvement over the past centuries. Life expectan-
cy has increased by more than 30 years: infant mortality 
down ten-fold; major killer diseases almost extinguished; 
the elderly are less disabled. We have better air quality, 
higher agricultural productivity, and more leisure time. 

And the gains have been the most prominent for women 
and minorities. By every measure, the 20th century has 
been the greatest century of human progress … and the 
21st will even be greater yet. 

America is exceptional, but exceptionalism doesn’t 
mean better all the time. We are, in fact, the most op-
timistic, rights oriented, individualist country in the 
world. We invest heavily in research and we have the 
high rates of philanthropy and volunteerism. We are the 
wealthiest, most productive, educated, and increasingly 
the most critical of our society, our institutions and our 
leaders. These are the assets of freedom. These are the 
real gifts that surround us. 

No matter where you live or practice, America has 
many fortuities that enable us to participate in scientific 
discovery and accelerating progress. As you look back, 
you will appreciate what a great privilege it is to be in a 
field of real humanism and one where you actually see 
the results. It may seem inconvenient at times to try to 
comprehend the future. But, it’s more than lengthening 
your career—it’s adding depth and perspective and con-
tentment to all your vital pursuits. It could be the best 
investment you’ll ever make. 

America and Turkey
GLOBAL RELATIONSHIPS WILL HELP THE WORLD

Address by MUHTAR KENT, Chairman and CEO, The Coca-Cola Company
Delivered to the 28th Annual Conference on U.S.-Turkish Relations, Fort Washington, Maryland, June 1, 2009

Thank you, General Scowcroft, for that kind introduc-
tion, and good morning, everyone. It’s a great honor 

to be in Washington and to participate in this extremely 
important dialogue on U.S. and Turkish relations. 

In looking over the agenda and the influential speak-
ers you’ll be hearing from over the next few days, it’s 
clear to me that this year’s conference is the most timely, 
relevant and critical in the 28-year history of this es-
teemed gathering.

From energy sources to economic forces... from science 
and technology to defense and security you will be exam-
ining issues that will shape not only our two nations but 
our world for the next two decades and beyond. 

As someone whose entire life has been influenced 
and shaped by our two wonderful nations, you could 
say I have a keen interest in promoting strong Turkish-
American relations. In fact, you could say I am a child 
of Turkish-American diplomacy. When the Republic of 
Turkey was formed in 1923 under the leadership of Presi-
dent Ataturk, the person who became the first Turkish 
ambassador to Washington carried the name, Muhtar. He 
also happened to be my great uncle.

Almost 30 years later, I was born on American soil 

when my father served as the Turkish Consul General in 
New York.

In the course of my life, travels and conversations with 
business and government leaders from around the world, 
I have come to three basic conclusions about relations 
between Turkey and America.

1. Turkey needs a strong America. 
2. America needs a strong Turkey. 
3. The world needs strong American-Turkish relations. 
All three of these conclusions are truer today than 

ever before as we head towards the second decade of 
the new millennium. We are on the brink of a paradox-
ical era of unprecedented challenges and truly breath-
taking opportunities.

Indeed, the theme of this year’s conference Overcom-
ing Challenges in an Era of Change could not be more 
aptly titled.

This morning, I’d like to talk about some of the chal-
lenges and opportunities coming our way from a busi-
ness perspective.

Then I’d like to focus specifically on what businesses 
in America and Turkey can do to promote stronger ties 
between our nations.
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In setting up this discussion, I am reminded of words 
Kemal Ataturk once said words that are just as relevant 
to America today as they are to Turkey. Ataturk pro-
claimed “Our national sovereignty should be supported 
by financial independence. The only power that will pro-
pel us to this goal is the economy. No matter how mighty 
they are, political and military victories cannot endure 
unless they are crowned by economic triumphs.” 

At the moment, no matter where you live in the world, 
the thought of any type of economic triumph seems 
rather elusive.

Earlier this spring, the World Bank and the IMF both 
told us that the global economy would shrink in 2009.  
This would mark the first global contraction since World 
War II. In the last 18 months, we’ve seen 45 percent of 
the world’s wealth wiped off the map. Most of this has 
been the burden of middle class populations. Here in 
the U.S., where this crisis began, per-capita wealth has 
dropped over 20 percent in recent months.

A consumer survey conducted this year by the Turk-
ish Statistical Institute shows that well over 90 percent 
of Turkish citizens believe that purchasing a house or car 
within the next year will not be possible.  

There’s no question that it’s painful out there. And 
despite some recent encouraging words from Chairman 
Bernanke and many of the central banks around the 
world, we’ve still got a ways to go. We’re not out of this 
dark tunnel yet. Unemployment in the U.S. and Turkey, 
for instance, will likely get worse before it gets better.

But this is not a time to panic. We’ve seen this movie 
before. Turkey’s been through economic crises before, 
many, many times. 

So, too, has America. In fact, the mood in the U.S. to-
day reminds me very much of  when I first came to work 
for The Coca-Cola Company and moved to Atlanta 30 
years ago. An energy crisis and a recession were draining 
public confidence. There was widespread fear of losing 
economic leadership to Japan. Job losses were mounting. 
Detroit was in dire straits. 

But our respective systems didn’t collapse, did they? 
In fact, America and Turkey got stronger... much stron-
ger... and that’s because our great nations did what 
they’ve always done best. They innovated and reinvent-
ed themselves.

America created replaced 40 million antiquated jobs 
with 80 million new high-paying and high-skilled jobs 
between 1980 and 2000. Turkey not only survived the 
economic crisis of 2001 but quadrupled exports and 
grew into the world’s 16th largest economy… Europe’s 
7th largest economy ... and the single largest economy 
from the Adriatic to China.

America’s and Turkey’s histories of recovery are the 
result of long-standing national heritages that promote 
entrepreneurship, innovation and cultural diversity. It’s 
part of the same formula the same antidote that will ulti-

mately solve our current problems.
There’s no doubt in my mind that we can leverage this mo-

ment in history to strengthen our businesses and institutions. 
And to strengthen relations between Turkey and America.

Like you, I have been troubled in recent years by pub-
lic opinion polls in both our nations showing a growing 
disconnect in our relationship. That said, I believe Presi-
dent Obama’s uplifting speech to the Turkish National 
Assembly this past April went a long way in helping re-
build trust and understanding between our two nations. 
The President said it best in his speech “We are stronger 
when we act together.”

As I alluded to at the beginning, the world needs a 
strong Brand America... and a strong Brand Turkey.  This 
responsibility does not rest solely with our government 
leaders but also must reside with our civil institutions 
and, of course, our business leadership.

My own experiences tell me there is so much more 
we can do together to strengthen U.S.-Turkish trade and 
investment. While on the upswing, is still nowhere near 
the level it should be given the natural and intellectual 
resources that are so abundant in our countries.

And this is not just me saying this. In recent months, I 
have had in-depth conversations with many government 
officials on both sides of the ocean. Everyone agrees there 
is still much more to accomplish. For Turkey and Ameri-
ca, I would argue that the stakes have never been higher.

That’s because in the course of the next decade, we are go-
ing to see some enormous global... economic... political... and 
social shifts. These will dramatically impact the way we en-
gage with each other and the rest of the world. Some of these 
shifts will challenge us... some will play to our great benefit.

In fact, I believe there are four massive forces taking 
place today that will shape not just Turkey and America 
but every economy and society in the world over the 
next decade or so. I collectively call them the New Equi-
librium because they are rebalancing the world.

The first component of the New Equilibrium is the er-
ratic supply and price of energy the economic lifeblood 
of so many of our neighbors and an important part of the 
Turkish and American economies. While energy prices 
have been declining and moderating over the last several 
months, most experts believe the long-term scenario 
will be much higher prices for crude as pressing demand 
from emerging economies meets the already huge de-
mand from developed nations. This brings up an endless 
flood of questions, including...

How quickly will we see alternative energy innova-• 
tions commercialize? 
How economically viable will they be? • 
What role will Turkey and America together play in • 
bringing these innovations to market? 
The world’s response to a future of energy scarcity • 
and higher costs will have a significant impact on 
our economies.
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The second component of the New Equilibrium is 
food and commodity scarcity. This is being driven partly 
by the surge in production of bio-fuels like ethanol, and 
partly by erratic weather and surging demand from grow-
ing economies. 

As populations continue to expand and living stan-
dards continue to rise across the world, more and more 
businesses and institutions will have to find ways to grow 
and prosper in an economy of constant scarcity and cost 
pressure. This is the new normal.  

This brings us to the third component of this New 
Equilibrium the stunning rate of urbanization taking 
place around the world.

In 2007, for the first time in history, the world became 
mostly urban. Over the next 10 years, 650 million more 
people will flood into the world’s urban centers. That’s the 
equivalent of adding another Istanbul or another Wash-
ington-Philadelphia corridor to the planet every 60 days. 

This is happening throughout Eurasia, Africa and Latin 
America and it’s posing some significant challenges upon 
infrastructure, housing markets, transportation systems 
and education systems, just to name a few areas of stress.

By 2020, more than 75 percent of Turkey’s projected 80 
million citizens will live in cities. Istanbul alone will ac-
count for 20 percent of the nation’s population.

As people flock to cities for jobs and opportunities, 
we’ll continue to see strong growth in the global middle 
class. This is the fourth major trend. 

Think about this: Despite declining wealth at the mo-
ment, a billion new people are expected to enter the 
middle class by the year 2020.  That estimate, by the 
way, is very conservative, even in this environment. The 
World Bank and other organizations have even higher 
growth projections.

The world will become $20 trillion dollars richer larger 
than the current combined GDPs of North America, Tur-
key and India. By 2020, India is expected to have more 
millionaires than Australia and Canada combined have 
people. China’s middle-class market will be more popu-
lous than all of North America. New middle class consum-
ers in emerging economies will strive for the same things 
out of life as their counterparts in the developed world. 

The opportunities this poses and the corresponding 
stress it places on our natural resources will present one 
of the greatest paradoxes of our times.

Overall, I believe this paradox will be a positive devel-
opment for the world. Among other things, we’re going 
to see more efficient and smaller cars... less air-condi-
tioning... more efficient heating systems... and in general 
more environmentally-sensitive lifestyles emerge.

The Turkish-American relationship sits in the very 
nerve center of these developments geographically, cul-
turally and economically. At the end of the day, our col-
lective futures will come down to our leadership

our national leadership... • 

our business leadership... • 
our educational leadership... • 
our innovation leadership... • 
our trade leadership and • 
our sustainability and social leadership. • 

In this environment, I believe that business in both 
America and Turkey can and must play a significant role 
in helping build and improve relations between our two 
countries. In the next few minutes I have remaining, I 
would like to outline three essential ways in which busi-
nesses can help do just that.

While there are many things businesses can’t control, 
there are absolutely some cornerstone things we can do 
to take our Turkish-American relationship to the next 
level. Our businesses clearly have a role to play in:
1. Promoting investment and small business development. 
2. Developing a new generation of globally-minded and 

cross-culturally astute leaders.
3. Embedding environment, social and  economic sus-

tainability into our business operations.
Let me explain each of these three areas in a little more 

detail, beginning with promoting investment.
History has proven time and again that by continuing 

to invest in our businesses, our people and our institu-
tions during difficult economic times, we can further 
strengthen our competitiveness for the long term.

Look at what Turkish businesses have accomplished in 
just the past few years in opening trade to new markets. 
They’ve generated $130 billion dollars in new exports 
since 2002. Today, more than 1 million Turkish entrepre-
neurs work abroad or four percent of the nation’s entire 
working population.   

Turkish investment in America is on the rise and for 
good reason. The U.S., despite the financial crisis, re-
mains the most competitive, transparent, innovative and 
business friendly nation in the world. In the last five 
years alone, Turkish investment in the U.S. has grown 
nearly 40 percent, particularly in textiles, consumer 
products, and building and construction materials.

America, of course, is one of Turkey’s largest trading part-
ners and sources of foreign direct investment. American 
companies are some of the largest employers and investors 
in Turkey. Currently 600 American companies are now ac-
tive in Turkey. Almost 200 of them have arrived since 2003.

Coca-Cola first arrived in Turkey in 1964. Personal 
biases aside, let me just say Coca-Cola is absolutely bull-
ish on Turkey. The growth we’ve seen there has been 
very encouraging.

Early in my career in 1985 to be exactly was given the 
assignment of managing our operations in Turkey.  At the 
time, it was a small and troubled business, with only $55 
million dollars in revenue. Today, it’s one of our most suc-
cessful markets, with over $1 billion dollars in revenue.

In 1996, we launched a joint venture with Anadolu 
Group and formed Coca-Cola Icecek, an entrepreneurial 
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bottling company. Since then we have invested more than 
$600 million dollars in Turkey. 

Today, Coca-Cola Icecek provides 2,500 jobs directly 
and our supply chain provides economic opportunities 
for another 25,000 Turkish families. This dynamic pub-
lic company only three years after its successful IPO 
on the Istanbul Stock Exchange now is our partner in 
10 markets, with Turkey as its home base, serving 316 
million consumers.

We cannot overstate the impact that Turkish and 
American multinational investments have on promoting 
better relations between our countries. 

I was in Seattle for the Microsoft CEO Summit less 
than two weeks ago.  There was great excitement over 
Microsoft’s  investments in Turkey, including the recent 
announcement of a new innovation center in Ankara. 
The news, of course, was met with equal enthusiasm in 
Turkey. Like it is for Coca-Cola and scores of other mul-
tinational firms, Turkey is emerging as one of the top 10 
markets for Microsoft.

In a multi-polar world, where power and influence 
now radiate from several nations and regions around the 
world, the road ahead is going to require shifts in our 
thinking... shifts in behavior... indeed, shifts in our own 
view of the world.

How well future leaders understand these new reali-
ties... accept them... and prepare for them… will deter-
mine their success and the success of our world in the 
coming years. Developing a new generation of global-
minded and cross-culturally sensitive leaders is some-
thing we are spending a lot of time on at Coca-Cola today. 

This is the second area I believe all businesses can 
work on to strengthen our American-Turkish ties, as well 
as our ties with the rest of the world.

At Coca-Cola, our goal is to groom future leaders who 
possess a world view. We need people who can move 
seamlessly across borders and across cultures and who 
feel as comfortable working in Ankara as Atlanta. We’re 
looking for people with diverse backgrounds and diverse 
points of view. 

The next generation of leadership will need to be able 
to recognize and really harness the power of diversity.  In 
Atlanta alone, we have over 50 different nationalities rep-
resented at our corporate headquarters. In our field op-
erations it’s not uncommon to find Turks in senior posi-
tions in Africa... Africans in senior positions in Eurasia... 
Asians in Australia,  etcetera.

True innovation, we have found, comes from this won-
derful fusion of cultures, ideas, beliefs and experiences. 
We make a point to find young professionals who want 
to be stretched who relish the challenge of working out-
side their comfort zones, and who are not afraid to make 
mistakes. Entrepreneurial spirit is key to business suc-
cess today more than ever before.

Our involvement in leadership development extends 

beyond our own employees. We’re working with a num-
ber of universities around the world to provide manage-
ment insights into the way we operate globally. This 
spring, for instance, we hosted a group of Emory Univer-
sity MBA students in Istanbul, and similar efforts are go-
ing on around the world.

A key component of global leadership and cross-cul-
tural understanding is winning the hearts and minds of 
the consumers and communities we serve. This brings 
me to the third area where businesses can really help 
strengthen Turkish-American ties.

Embedding environmental, economic and social sus-
tainability efforts into our business is essential to run-
ning a successful 21st century corporation. We have 
seen through our own experiences time and time again 
that our business in any market is only as healthy and 
sustainable as the communities we serve. There is a clear 
and direct relationship between healthy sustainable busi-
nesses and healthy sustainable communities.

I’m proud to say that the Coca-Cola system has taken 
a leadership position in America and in markets around 
the world on a number of sustainability platforms: from 
our recycling efforts... to eco-friendly refrigerants and 
packaging... to water and energy conservation around 
the world.

In Turkey, for example, we’ve developed a bottling plant 
with ionized air rinsing devices that use no water dramat-
ically cutting down on the amount of water used per line.

In Turkey, Croatia, Romania and Kazakhstan, we’re 
working with the United Nations Development Program 
to improve communities’ access to safe drinking water 
and industrial water use along the Danube River and the 
Black Sea. The project also provides advocacy on water 
issues in the region.

Coca-Cola Icecek’s environmental sustainability efforts 
have been cited as among the most progressive in Turkey. 
Today the company is ranked among the top 5 most ad-
mired businesses there. 

I think if we do these three things right
promote investment, • 
develop global-minded leaders and • 
drive sustainability • 

-- we can also help mend the failing reputation of busi-
ness around the world.

I must say I am deeply troubled not surprised, but 
troubled by recent public surveys that show just how far 
business’s reputation has been hurt around the world. The 
world’s financial crisis, coupled with the growing rhetoric 
from the anti-globalization movement, threaten to promote 
economic isolationism and protectionism around the world. 

Today, the majority of Europeans, Asians and Ameri-
cans believe that globalization is a negative force at this 
very moment. Clearly, we have our work cut out for us. 
For business leaders in America and Turkey, this is the 
time to step up and show true leadership.
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Almost fifty years ago, President Kennedy issued a fa-
mous challenge “Ask not what your country can do for 
you... ask what you can do for your country.”

Today, I would argue that the most important responsi-
bility a business has towards the countries it serves is to 
promote stronger ties with the world community.

If we do this and we do it right there is no limit to what 
we can accomplish together. No limit to the future strength 
and sustainability of Turkish-American relationships.

Thank you for your time and attention this morning 
and best wishes for an engaging and productive confer-
ence. Thank you. 

Challenges and Opportunities
THE POWER OF VALUES TO CHANGE THE WORLD

Address by ROBERT SAMSON, General Manager, Global Public Sector, IBM Corporation
Delivered to the Industrial College of the Armed Forces, National Defense University, Commandant’s Lecture Series,  

Washington D.C., April 29, 2009

It may not be obvious at first glance, but our two organi-
zations—the Industrial College of the Armed Forces and 

International Business Machines—have a lot in common. 
It’s not just that Bernard Baruch and Thomas Watson, the 
respective founders of our organizations, were contempo-
raries. It’s primarily that they both understood something 
fundamental about creating an enduring functional system: 
Technologies, no matter how game-changing they are, come 
and go. What really matters in industry and in government 
is individual character. The values we brought into ICAF 
and IBM will shape the way we and the generations after 
us will behave for decades, even centuries.

I want to talk to you today about a journey—a “values 
journey”—that you as a great American institution are 
familiar with. IBM has taken that journey too. How have 
our core beliefs over the course of ninety-eight years led 
us to become the world’s largest information technology 
company, with operations in 170 countries and 4,186 
U.S. patent issuances in 2008 alone?

Let me take you back thirty-seven years. It was 1972. I 
had just started working at IBM. We had six competitors. 
Today we have some 60,000 in nearly every corner of the 
world. This isn’t the same world that Tom Watson, Sr. 
knew. In 1911, when Mr. Watson founded International 
Business Machines, he forged a company that ran its in-
ternational operations from a central headquarters. As an 
international company, IBM had set up a lot of little IBMs 
wherever it made sense. What evolved was a set of coun-
try-based IBMs, each with its own board of directors. Con-
sequently, an IBM Italy or an IBM Japan developed its own 
hierarchy and—most problematic of all—its own strategy.

Over time, IBM learned that an international company 
with a lot of “mini-IBMs” across the map didn’t work 
to the best advantage of the entire company. By early 
1993, we began to see, for example, that setting up a fab 
in every country where we did business was not a cost-
effective, environmentally rational way to use our manu-
facturing capabilities. At the cost of a lot of personal and 
company-wide pain, we learned that to succeed, we had 

to leverage the scale of our 400,000 employees and of 
our vast manufacturing capabilities.

We managed to do this leveraging act in July 2008 
when we established IBM-Albany NanoTech, a $1.5 bil-
lion semiconductor plant in upstate New York. The 
plant now manufactures the chips we put into all of our 
products, from mainframes to client servers. We also 
had to rethink the way we were going to distribute our 
goods and services through a globally integrated supply 
chain—no small undertaking in itself.

Now, when you go from being an international corpo-
ration to one that we call a “globally integrated enter-
prise,” you are faced with a human resources conundrum 
on a grand scale: How are you going to get hundreds of 
thousands of individuals operating in 170 countries to 
share the same organizational mindset? You do that con-
sciously by expressing a set of values that will knit your 
enterprise together as one entity.

Expressing a set of values to your employees and cli-
ents all sounds well and good. But practically speaking, 
how do you do that?

The answer lies in an online meeting IBM held in 
2004 called Values Jam. This three-day event was part 
conversation, part colloquium, part talkback, part impro-
visation—just as a jazz jam session might function. Em-
ployees, executives, and scientists challenged each other 
to define IBM’s values and how we would take them into 
each of our client relationships.

How did we do? Well, participation in Values Jam ex-
ceeded our wildest expectations. Some 60,000 people 
contributed their ideas. And trust me. IBM people do 
not mince words. Our researchers had to build a search 
engine to help us surf the millions of lines of text people 
wrote, and let us look at the patterns that emerged. I kid 
you not, somebody actually penned a ten-page treatise.

From those three days of “jamming,” IBM was able to 
put its finger on three simple but widely held values:
1. Dedication to every client’s success. We used to say we 

were dedicated to our customers’ satisfaction, but we 
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learned from our employees that customer satisfaction is 
not as important as customer success in the marketplace.

2. Innovation that matters for our company and the 
world. Roughly half of our employees work in tech-
nology areas. Inventing things excites them. Integrat-
ing those inventions into products and systems excites 
them. They are the kind of people who would take 
their inspiration from these words, attributed to the 
eighteenth-century German writer Johann Wolfgang 
von Goethe: “Whatever you can do, or dream you can, 
begin it. Boldness has genius, power and magic in it. 
Begin it now.” But those dreams have to result in in-
ventions that matter to real human beings.

3. Trust and personal responsibility in all relationships. If 
I make a commitment to you, I have to keep my word.

How confident am I of the direct relationship be-
tween our values and our success as a globally inte-
grated enterprise?

Two years ago, Sam Palmisano, our CEO, told the finan-
cial community that our earnings per share (EPS) would 
go up to eleven dollars in 2010. Understand that when Sam 
made this announcement, our EPS was $4.80 a share. In 
April 2009, we were looking at $9.20 a share. Throughout 
my career, I never witnessed anything like this. The cata-
lyst for this exponential growth lies in the “extra-financial” 
values we have incorporated into the way we work.

Every two years, IBM conducts a CEO and government 
leadership survey. In a recent survey, we found that in-
dustry and government leaders want to change the way 
they do business. They understand that more innovative 
thinking will inspire more effective business processes 
and increase revenue. They even recognize that the silos 
in which they operate tend to inhibit the collaborative 
efforts—like those of IBM’s Values Jam—that encourage 
the growth of a more successful business order.

Here’s the kicker: Creating this collaborative environ-
ment is easy to talk about and hard to achieve. 

Our Values Jam—as well as comparable Innovation 
and Habitat Jams—were IBM’s efforts to bust our own 
silo-ized thinking. They were our greatest hope that we 
would reach  the people we needed to hash out new 
ideas—the very people we usually don’t talk to.

It worked. Values Jam worked.
Last year the company pledged $100 million to fund 

any intellectual property that grew out of our jams. And 
because IBM worked not only with employees but also 
with Business Partners, academics and non-government 
organizations, the company has put this intellectual 
property in the public domain. We made our ideas about 
green technologies, healthcare delivery systems, perva-
sive mass transit initiatives and revitalized economic sys-
tems freely available to all participants.

With over 200,000 technical and scientific personnel 
and 70,000 business and industry experts at IBM, com-
ing up with new ideas and new ways of doing things has 

never really been a problem. The challenge has been to 
integrate invention with innovation. 

Invention for invention’s sake doesn’t matter. Using an 
invention in a way that changes society, that enables a 
new—and profitable—way of behaving or working, mat-
ters. That’s innovation.

Admittedly, it’s not our business strategy to become the 
manufacturer of consumer goods. Selling what we invent 
to consumer manufacturers does not constitute a missed 
opportunity for IBM. This was the case with IBM’s inven-
tion of the micro hard drive. Apple came along, recognized 
its potential, and said, “Hey, that thing’s pretty cool. We 
liked to buy it from you.”  What happens? Apple goes and 
puts our micro hard drive in a little device called the iPod.

Inventing stuff and letting it sit on a shelf without bother-
ing to explore its innovative applications—that’s where IBM 
has learned that true innovation is born through collabora-
tion with other smart people and companies. True innova-
tion grows out of participatory activities such as our jams.

What we have recognized these past few years is that 
every human being, company, organization, city, na-
tion, natural system and man-made system is becoming 
instrumented, interconnected, and intelligent. Gone 
are the days of two separate parallel worlds: one an ab-
stract world of data centers, software, PCs, routers and 
bandwidth; the other a real world of buildings, factories, 
hospitals, roads and pipelines. Today these two worlds 
are converging. It’s this convergence that is at the heart of 
a world that is flatter...smaller...and getting smarter. Put 
simply, it is a smarter planet.

In addressing the challenges of a smarter planet, the in-
novative solutions that arise out of our interactions with 
employees, clients, partners and universities will have 
only limited value if the global environment is not tech-
nically receptive to them. When we talk, for example, 
about technological readiness, we are talking about an 
instrumented world.

The instrumented world is something you already 
know about. Look at your cell phone or Blackberry. 
You expect it to do more than let you make and receive 
phone calls. You use it to take pictures, to locate restau-
rants, to check your e-mail—the list goes on. Trillions 
of objects and devices serve as the instrumentation to 
link these various technologies to create a life that your 
grandparents would have considered science fiction.

Imagine what our world would look like if instru-
mentation undergirded our entire social and economic 
infrastructure. Let’s look at how instrumentation in the 
healthcare industry would change the way we live every 
minute of our lives.

Start with the prescription your doctor gives you. You 
take it to your pharmacist and hope that he or she does 
not unwittingly make one of the 2.2 million dispensing 
errors a year in the United States alone. Now, if you had 
access to an electronic medical record—a digitized histo-
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ry of your drug regimens, allergies, hospitalizations, phy-
sicians, insurance carrier—the chances of your receiving 
the wrong medication would decrease considerably. Each 
aspect of your healthcare would act as a check and bal-
ance on the others. What makes this medical record pos-
sible is instrumentation, a way of stitching together the 
patchwork of necessary systems and devices into a seam-
less, standardized healthcare system.

Nobody would argue with the social and economic 
value of such instrumentation projects, right? The ques-
tion is, how do we pay for them?

We already are paying for them. Unfortunately, what 
we’re paying for is underused instrumentation.

The reality is that eighty-five percent of computing 
capacity sits idle. Think of the more efficient healthcare, 
smarter traffic systems, intelligent oil fields, more equi-
table food distribution systems that would evolve out of 
a wisely instrumented planet. Innovation that matters 
through proper use of resources is within our reach.

Here is an example of what I mean. An IBM computer 
scientist named Arun Hampapur began studying the video 
surveillance systems in New York and Chicago. As Arun saw 
it, these systems had an inherent problem: They could ingest 
data, but they could not react to real-world incidents in a 
timely way. You could only respond to a criminal event once 
it already happened. That wasn’t good enough for Arun.

Arun and his team came up with algorithms that could 
identify patterns of suspicious behavior and then instigate 
a real-time alert. In New York City, for example, Arun’s 
team defined nine patterns of criminal behavior. A guy 
standing around in the subway on a 90-degree day wear-
ing a trench coat and carrying two duffle bags, for exam-
ple, constituted one pattern. A white, windowless van cir-
cling the block ten times constituted another. And so on.

Who told Arun to develop this digital surveillance sys-
tem? Nobody. He thought it up on his own.

To date, Arun has filed forty-two patents on this digi-
tal pattern-searching surveillance system. Even though 
IBM has deployed this system in several cities around 
the world, this thing isn’t really a product. It’s an idea. It 
came into being simply because one individual looked at 

a technology that largely exists—surveillance cameras—
and thought about using it to solve a problem in a way 
that really matters: Targeting the pattern before it results 
in criminal activity.

We haven’t yet calculated the revenue that IBM and its 
business partners will derive from this solution. But as 
for the contribution that Arun Hampapur has made to 
the well-being of millions of people he will never know—
here is truly something of value. It’s the value that comes 
from having values, from believing in the kind of innova-
tion that matters in the lives of individuals and of nations.

I’d like to leave you with four leadership principles 
based on these values: 

Be grounded in a set of values you believe in. If you • 
are committed to every client’s success, you have to 
communicate that belief in every interaction with your 
employees and clients. And reward the people who 
look past organizational silos or who rethink existing 
technologies to come up with smart solutions.
Keep your leadership and management roles in bal-• 
ance. You have days where you’ve got to tell people 
what to do. You might have to kick them in the fanny. 
But you also have days where you’ve got to lift them 
up. The hardest days are when you do both.
Think huge. Wild and crazy ideas matter. What’s hold-• 
ing you back on executing them? Organizational obsta-
cles? You can deal with them. Skills? You can acquire 
them. Remember that you are in the ICAF because you 
already have demonstrated your desire to think huge, 
to act on your need to make the world a better place.
Determine your legacy. If an organization thrives only • 
when you run it, you have not made any intrinsic 
change. Leave something of yourself behind. Share 
what you know. Become a mentor. ?

The world is ready for a smarter planet. It is begging 
for strong, smart, value-driven leadership. You are pro-
viding that leadership. You are the best and brightest in 
our country, and it is an honor for me to be here with 
you. So good luck, God bless you all, and I hope to see 
you again soon. 

Thank you. 

New York
TODAY AND TOMORROW

Address by DANIEL ROSE, Principal, Rose & Associates
Delivered to the Urban Land Institute, New York, New York, June 24, 2009 

If you want to give God a good laugh, tell him your plans” 
goes an old folk saying, and that could refer to activities 

in New York in the days ahead.
The economic unknowns facing New York City are so 

many and so varied that forecasts are more apt to reflect 

hopes and fears than careful analysis.
What future office space needs the financial services 

industry will have, for example, or the print publishing 
industry and its affiliate, the advertising industry, are be-
yond knowing. How the macro-economic challenges of 

“ 
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our national economy will work out; how New York City 
will deal with its deficits of $6.6 billion in fiscal 2010, 
predicted to grow to $9.6 billion by fiscal 2013; or 
even how our banks will deal with huge toxic loans on 
their books that have not yet been written down, no 
one can say.

What we can say is that New York City has immense 
resources: an unequalled critical mass of talented hu-
man capital and a history of flexibility and adaptability in 
times of crisis.

And we have a Mayor whose shrewdness, tough-minded-
ness and practical experience are well-suited to facing the 
short term, intermediate and long term challenges ahead.

For New York to thrive in absolute terms, and to main-
tain its leadership as the world’s foremost global city, it 
must capitalize on its strengths, move resolutely against 
its weaknesses, and no longer indulge in wishful thinking 
that we can live indefinitely beyond our means. 

Wealth must be created before it can be distributed, 
and we must do the first imaginatively and the second 
wisely. Creating and sustaining high-paying jobs and ap-
propriate tax ratables, while maintaining a high quality of 
life is our challenge in this difficult period.

Just as President Obama is trying to do nationally, New 
Yorkers must deal effectively with our immediate short 
term crisis without creating worse problems a few years 
ahead. At the same time, we must not “eat our seed corn” 
but must invest wisely now in infrastructure and capital 
projects (both human and physical) that will bear fruit in 
the future. Crises reshape economies, and as is said, “let’s 
not let this crisis go to waste.”

Mayor Michael Bloomberg understands clearly the five 
major challenges that 21st century New York must meet:
I. To think “five boroughs” rather than  Manhattan alone, 

since the outer boroughs are not mere bedrooms for Wall 
Street; “urban sub-centers” are the pattern for the future.

II. To think occupational and professional diversity, with a 
“small business” orientation, without such heavy (and 
unhealthy) reliance on the financial services industry 
for employment opportunities and municipal revenue;

III. To think “middle class” as well as “rich” and “poor,” 
since in the 21st century, a well-educated, hard-working 
and productive middle class is the backbone of a healthy 
society; and New York’s middle class is declining;

IV. To think “Creative Class” as an engine for econom-
ic growth.

New York must continue to attract, nurture and, yes, pro-
duce, a critical mass of innovative,  dynamic individu-
als whose human capital represents the 21st century 
equivalent of the agricultural, mineral, industrial and 
financial capital of the past;

V. To think “quality of life.”  
New York must maintain and strengthen public safety, 

high quality public education, appropriate physical infra-
structure and other “quality of life” characteristics that 

are the sine qua non, the “that without which” of all great 
cities. And appropriate housing is high on the list.

To achieve these goals, all of which Mayor Bloomberg 
espouses, he needs the vocal support of an informed and 
involved public that understands the problems and en-
dorses difficult choices and painful trade-offs that must 
be made if New York is to have the future we all wish for 
but cannot take for granted. We can do it, but, as Oliver 
Wendell Holmes said, “The mode by which the inevitable 
comes to pass is called effort.”

    The First Challenge:  Think “Five Boroughs”
Manhattan’s share of New York City’s non-govern-

mental jobs has declined steadily from 67.6% in 1958 to 
61.6% in 2008. This is due primarily to an explosion of 
new enterprises by immigrant entrepreneurs in the outer 
boroughs whose growth represents one of the city’s great 
economic hopes for the future.

Immigrants create more “start up” businesses than 
native born (more than half of Silicon Valley’s start-ups 
were founded by immigrants), and while foreign-born 
individuals comprise a third of the city’s population, they 
account for half of the self-employed. For example, some 
90% of New York’s taxi drivers are immigrants, and over 
a third own their own vehicles.

(Immigrants put in longer work hours and save a 
higher percentage of income than do the native born, and 
immigrant children in our public schools out-perform 
native-born children.)

The Bloomberg administration has actively encouraged 
such outer-borough growth and gets high marks for its 
intentions, but this exercise is a “work in progress” that 
justifies continuing attention and support. Better coordi-
nation, integration, promotion and funding of city efforts 
would be highly cost-effective.

Micro-lending, provision of professional advice, and  a 
continuing review of onerous regulations about which 
small entrepreneurs complain, are areas to be expanded.

Provision of standard municipal services to the outer 
boroughs, such as sanitation and transportation, are also 
important. Not so long ago, comedians joked that Mayor 
Robert F. Wagner had a secret weapon for snow removal 
in Queens. It was called “Spring.”  And even today, the 
city’s transportation authorities seem preoccupied with 
world class train stations and developments in Lower 
Manhattan, but largely ignore the crowded and inad-
equate subway and bus services to the outer boroughs. 
We can do better.

The Second Challenge: A Diversified Economic 
Base

The most perplexing question for New York is not how 
much of its finance industry will move to other places 
(not much) but how much will evaporate altogether. Na-
tionally, the share of GDP coming from finance reached 
a  peak of 8.3%, and observers believe that will decline to 
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7% or lower. (It was 5% a generation ago.)  Much of that 
loss will come from Wall Street, which at the height of 
the boom supplied 9% of the City’s jobs but one-third of 
local wages.

Where the warm bodies will come from to fill the mil-
lions of square feet of proposed new office buildings in 
lower Manhattan and the West Side is not clear. In the 
film Field of Dreams, the theory was “if you build it, 
they will come,” but experience in Las Vegas and Miami 
reveals otherwise (at least not right away). Current office 
rents in Manhattan are far below those necessary to sup-
port new construction.

Fortunately, New York already has a diverse and in-
novative economy reflecting a broad range of creative 
industries, including high tech, media and communica-
tion, design, arts, entertainment, tourism, fashion, music, 
film and TV, international trade, health care and medical 
research, specialty manufacturing and so forth, with bio-
tech and “green” activities expanding.

These provide high paying employment, tax revenues 
and the excitement that makes New York the stimulating 
place it is, with its elevated “urban metabolism.”  

It is interesting to note that manufacturing accounts for 
3.2 per cent of all private sector jobs in New York City, 
vs. 12.7 per cent in Los Angeles, 11.3 per cent in Chica-
go, 10.6 per cent in Houston and 7.1 per cent in Boston. 
Since manufacturing wages tend to be much higher than 
those of our growing service industries, attention should 
focus on what manufacturing activities might be encour-
aged here, given our seaports, airports and rail access.

The Third Challenge:  Think “Middle Class” 
New York cannot function with only the rich, the no-

madic young (who depart when they start families), for-
eign immigrants, and the local poor; but that is the direc-
tion in which our demographics are heading. More people 
with B.A. degrees left New York last year than entered.

We need the book editors, web designers, lab techni-
cians, architects, nurses, paralegals, actors, university 
professors and all those other skilled and educated peo-
ple who make modern society work.

A Brookings Institution study found that New York City 
has the smallest proportion of middle-income families of 
any metropolitan area in the nation, and that the number 
of middle-income neighborhoods here is shrinking. 

The high cost of living is the single most cited rea-
son that so many middle-class New Yorkers leave when 
they start families. Studies show that a similar standard 
of living that costs $50,000 a year in Houston, $51,430 
in Charlotte, $53,630 in Atlanta, 63,421 in Chicago, 
$69,196 in Philadelphia, $72,387 in Boston and $95,489 
in San Francisco costs $123,322 a year in Manhattan.

New Yorkers pay the highest costs in the nation for 
housing (three times the national average) and dramati-
cally higher costs for virtually all other services or pur-

chases. And NYC’s taxes are roughly 50% higher than 
those in America’s other large cities.

An important factor in the successful evolution of New 
York University from a routine “commuter” college to a 
world-class university was due to its provision of cheap 
housing for its professors and students, and Columbia 
University, too, keeps its best professors by providing 
cheap housing.

Our universities, institutes and research centers are 
more important to the life of the city than most New 
Yorkers realize, and appropriate housing strengthens 
them significantly.

There are, of course, many factors involved in the 
City’s costs and many difficult trade-offs to be consid-
ered; but, at the end of the day, we must try to keep our 
middle class in New York. They are the ones who are 
“voting with their feet” at, for example, the high pension 
costs New York City employees have,  compared to the 
rest of the nation or to the federal government.

They are the ones aware that New York’s teachers 
unions make it virtually impossible to fire a demonstra-
bly incompetent or dysfunctional teacher or to hire high 
school teachers of physics, math, chemistry or biology 
who have majored in those subjects in college.

Second only to high housing costs,  better educational 
opportunities elsewhere for their children are cited by 
many of those with children who leave.

Albert Einstein once noted that, in the real world, there 
are neither rewards nor punishments, only consequences. 
And we live with the consequences of the conditions we 
create.

    The Fourth Challenge:  Nurture the Creative Sector 
Plato was first to say that “Buildings do not make a 

city. People do.”  And he could have been speaking of 
the imaginative, educated individuals who give tone and 
character to world class cities of the 21st century and 
who drive the new economic paradigm where knowl-
edge, innovation and creativity are the key.

They reflect the creative sector of the economy whose 
ideas spawn new industries and modernize old ones, who 
originate new products, new services and new ways of 
doing things in  science and technology, art and design, 
culture and entertainment, and the many knowledge-
based professions. They staff the new, idea-driven indus-
tries that range from software, communications devices 
and biotechnology to culture and entertainment and, 
often the convergence of the two. 

And every job created in the “innovation sector” leads 
to 3.5 jobs created overall.

Until fairly recently, New York had little to fear from 
competition elsewhere in attracting the world’s “best and 
brightest.”  That is no longer the case. 

Every major city in the world is striving to increase its 
share of creative workers, and in China and India espe-
cially, massive resources are being applied, not only to 
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develop their own but to re-attract to their shores their 
brain power that has come here. In Europe, cities like 
London are making major efforts that we can study.

    The Fifth Challenge:  Quality of Life
Physical safety, which is at the top of all lists of re-

quirements for the good life, gets extraordinarily high 
marks in New York City, a tribute to Mayors Giuliani and 
Bloomberg, and to their lieutenants, Bill Bratten and Ray 
Kelly. We must never revert to the “bad old days.”

Public education today gets high marks at the university 
level, fair marks at the high school level, but poor marks at 
the elementary level. Although conditions are improving, 
public perception is that our schools have a long way to go 
to equal those elsewhere; but continuing mayoral control 
of our public schools holds out hope for the future.

Shortages of affordable housing, especially for the mid-
dle class, are widely seen as New York’s Achilles Heel.

The time clearly has come for large scale rental hous-
ing development in the outer boroughs in the form of a 
new version of the 1955 Mitchell Lama rental housing 
program which passes along to middle class renters the 
benefits of real estate tax exemption, low financing costs 
and limited profits for developers.

Huge savings, resulting in even lower rents, could 
be achieved if these housing units could be built “non 
union” rather than “union” since union work rules and 
regulations stifle productivity and add some 20% to con-
struction costs.

We must get the maximum amount of housing out of 
the dollars available. Higher developmental densities at 
existing transit hubs in the outer boroughs are indicated, 
to help us create the new housing we need.

The subject of rental housing vs. ownership is com-
plex, but rental is preferable for young people who are 
mobile, for families whose needs change and for those 
who are better off with the flexibility renting permits.

The union/non-union question goes against New York 
traditions and customs, but the dollars-and-cents impact 
on middle class rent charges is substantial.

This is an example of the painful trade-offs we must face.  

Conclusion:
New York City is facing a difficult period, but past ex-

perience shows that the City can rebound stronger and 
more vital than ever. Not by inertia, however, but by “tak-
ing arms against that sea of troubles and by opposing, end 

them,” by steps mentioned previously. That rebound will 
be faster and easier if an informed public actively sup-
ports its leadership in positive and concrete actions.

Two additional examples would be to support Mayor 
Bloomberg in two important initiatives he espouses:  
“congestion pricing” and reintroduction of New York 
City’s commuter tax. Both these programs could gain 
enthusiastic public acceptance if they were to be mar-
keted appropriately.

“Congestion pricing,” which works so effectively in 
London, Oslo, Singapore and wherever else it has been 
tried, was unfortunately presented to New Yorkers essen-
tially as an environmental effort to reduce gasoline con-
sumption and to improve air quality (for which no one 
wants to pay). Had it been made clear that every penny 
flowing from congestion charges would be applied to im-
proved subway and bus service to the outer boroughs, a 
powerful constituency would have been created.

The reinstitution of the successful commuter tax, 
which helps the City to defray the substantial costs com-
muters impose on the City, is another “no brainer.”

First introduced in 1966 with the advocacy of Mayor 
John Lindsay, this source of revenue brought to New 
York billions of sorely needed dollars, until it was re-
voked in 1999 by our dysfunctional State legislature, 
prodded by New York City Democrat Sheldon Silver to 
help an embattled political crony in Rockland County. 
The commuter tax can and should be reinstituted.

Another area in which Mayor Bloomberg needs public 
support is in his efforts to rein in our municipal unions 
and to bring their off-the-scale pension benefits, unpro-
ductive work rules (such as stopping at 4 PM), and exces-
sive overtime payments in line with practices elsewhere.

One possible outcome of the present crisis is a restruc-
turing of our union arrangements, with some relation-
ship between benefits and increases in productivity.

New York can of course transcend its present diffi-
culties. We need only the leadership (which we have) 
and the political will (which we can muster), to focus 
on the long term general good (meaning investment) 
rather than primarily on our own short term benefits 
(meaning consumption).

In ancient Greece, young men assuming leadership po-
sitions took a vow to transmit their city to future genera-
tions “enhanced if possible, but in no case diminished,” 
and that is not a bad guide for us today. 
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We Are NAACP
WE HAVE FREEDOM ON OUR MINDS

Address by BENJAMIN TODD JEALOUS, President, NAACP
Delivered to the NAACP National Convention, July 13, 2009 

Good morning. Sorry, that sort of choked me up when 
he talked about the first time we met.

No, I—
You know, death row is a very real place. It’s a very real 

place. I probably worked on about 300 death row cases 
in my life, one way or the other, sometimes just sending 
out, just sending out notice to people, asking them to 
speak up and say don’t kill this person. It’s what my God 
commands me to do.

And you know when a small boy, his mama comes to 
you and says my brother, my uncle is innocent, the only 
thing that you can do is say, well, if you bring me the evi-
dence, we’ll do what we can do.

And at that conference 13 years ago, there were dozens 
of families saying my brother, my uncle, my aunt, my 
husband is innocent, and there was only one, when I said 
bring me the proof, that brought the proof.

And so, when seven witnesses come forward and say 
we lied, and there were only nine who put that person on 
death row in the first place, and most of those say that 
one of the other people claiming to be a witness is the ac-
tual killer, and six more come forward and say, yep, that’s 
the actual killer, then you do everything in your power to 
make sure that that woman’s brother and that boy’s uncle 
ain’t put to death before the truth is known.

Good morning. My name is Benjamin Todd Jealous, 
and I am proud and humble to be the 17th President of 
the NAACP.

And on this morning, I am especially proud to be 
called Ben, ya’ll.

And I’m also glad that Rev. Dr. Benjamin Hooks spoke 
because when he ya’ll go home and say Ben’s speech was 
really awesome, I’ll get some of that credit. I’ll get some 
of that credit.

The first thing that I want to convey to you this morn-
ing is that we are winning. We have won major reforms in 
Congress like the Lilly Ledbetter Law, like keeping hun-
dreds of millions of dollars in the stimulus bill for public 
schools, and state houses and county seats and cities 
across this country, from Florida where we reformed the 
zero tolerance policies to Connecticut where we increased 
the number of votes against the death penalty in the state 
legislature by 50 percent in 1 year and put a governor 
-- put a bill on the governor’s desk that her hand had to 
shake when she signed to veto it. She will sign that bill 
one day or we will make it law without her.

To New Mexico where we outlawed racial profiling, 
to right here in New York where we dropped the rock 

and eviscerated the Rockefeller Drug Laws, up to Maine 
where we made it possible for women to wear head 
scarves in prison.

We are a very black organization, but we ain’t just a 
black organization, ya’ll. We’re a human rights organiza-
tion. We’re a civil rights organization, and we fight for 
the dignity of all people in this country.

And down to South Carolina, down to the South Caro-
lina where we won a victory to get the Confederate swas-
tika off the top of the dome, and then they put it down in 
front like a hood ornament. 

And they put a fence around it to guard because an ac-
tivist dressed up like Santa Claus one day and burned it.

And then they put spotlights on it so you could see it 
at night, and then they gave it its own armed guard. We 
won a victory in getting the ACC to take their baseball 
games out of the state.

Because of the hard work of all of you, membership 
is up in the field and online in the worst economy in 
modern memory because of the hard work of Vice Chair 
Brock and State Conference President Hazel Dukes and 
Leon Russell, the man behind the powerful women of the 
NAACP back here running the stage. This is the biggest 
convention that Ms. Aponte has seen in her 41 years with 
the NAACP.

And after years in the red, we are back in the black.
In other words, brothers and sisters, the state of the 

NAACP is strong.
And before we meet again, we will deliver the first 

woman of color to a seat on the Supreme Court.
We will pass more major reforms in states as diverse as 

California and Kansas. We will outlaw racial profiling ev-
erywhere, and, if Rev. Barber has anything to do with it, 
we’ll pass the Racial Justice Act in North Carolina.

And, in Savannah, Georgia, where our local volunteers 
and national staff, national field staff led by Charles 
White, Stefanie Brown and Roger Vann, in response to 
the DA, saying, well, I haven’t heard from anybody in my 
community about this case. But 12,000 signatures on his 
desk from the local community and 65,000 from the rest 
of the country?  The tide is turning every day, and we 
will save Troy Davis’s life before this year is over.

Thank you, DeJaun, and thank you to Georgia State 
Conference President Ed Dubose for standing here 
with him.

I’m especially proud of DeJaun. He’s not only the 
nephew of Troy Davis, not only somebody who I met 
years ago on this journey to finish Thurgood Marshall’s 
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work and abolish the death penalty in this country. He’s 
a young scholar. He’s an ACT-SO participant. He’s a third 
generation member of the NAACP, and he represents the 
best of young people in this great association.

I would like to recognize and thank the former CEOs 
upon whose broad shoulders I stand, who are with us 
here today. Honestly, I could have just done this whole 
speech with footnotes. I could have said:  For tone and 
inspiration, see Kweisi Mfume. For history, see Den-
nis Hayes. For technology and sense of righteous im-
patience, see Bruce Gordon. For the true spirit of the 
NAACP, see the Shinholster Family.

And, for everything, everything else from humor to the 
Holy Ghost, see Dr. Hooks.

Thank you to our Chairman, Julian Bond. It’s been said 
before this morning, but it is especially fitting that you 
receive our highest honor this year, our centennial year.

There are a few voices I carry around in my head, 
but you know whenever I open up and see a black and 
white picture of the sixties Civil Rights Movement, I 
hear the voice of Julian Bond in “Eyes of the Prize,” 
narrating the story.

And to all of us who learned about the big victories of 
the Civil Rights Movement in black and white photo-
graphs, to every -- if everybody here is between 16 and 
36, will you please stand up?  

If you’re under 36, please stand up.
If you’re under 36, please stand up. Stand up. Stand 

up. Stand up.
In the balcony, stand up. Yes, we can see you up there. 

Stand up.
I want to say to you, because a generation is 20 years, 

that your generation is running the NAACP.
Again, thank you, Vice Chair Roslyn Brock, for your 

leadership, your commitment, your vision, your tenacity 
in bringing us to this great moment as Chair of our con-
vention and of the centennial year.

Thank you, Mama Dukes, now because of Medgar 
Evers College, Dr. Dukes -- for your gracious hospitality, 
your hard work, your support. You’re my mama, too.

And that means a lot. Thank you to Chairman Duffy 
and Vice Chair Marcella Maxwell for leading and rein-
vigorating our SCF trustees.

Thank you to all of the board members and trustees for 
your vision and guidance. 

For those of you who say, oh, the Board is so big, I 
would remind you the ACLU Board is 89, the Human 
Rights Campaign’s Board is 200, and the Board of the Na-
tional Association of Home Builders is a mind-boggling 
2,312. We are a movement, and we need diverse repre-
sentation from across this country.

And thank you to all of you who have made this the 
biggest, baddest, boldest convention in the history of the 
NAACP, who defy those who said, well, in a recession, no 
one will show up, so you better downsize.

This is the NAACP. You better supersize your expecta-
tions.

As a point of personal privilege, I want to do what Ha-
zel usually does for me and recognize my wife, my beau-
tiful and brilliant wife.

And our baby, Morgan. My parents, all of them, from 
Pacific Grove, the ones who raised me, and from Pitts-
burgh, the ones who taught me so much.

And my 92-year-old grandmother who’s a third genera-
tion member of this association and who told me when I 
was 12 and was writing a family history and said, what is 
your earliest memory?  And she said you know my earli-
est memory is walking all the way down to the mailbox 
on the country road at the family farm by myself and 
pulling out the Crisis Magazine for my daddy and run it 
back to him because he looked forward to that -- that, in 
Dinwiddie County, Virginia, was his connection to the 
outside world. She couldn’t be here, but she’s very much 
with all of us in spirit. She used to watch Juanita Jackson 
Mitchell’s children while Juanita ran the branch meet-
ings. Those folks count too in the NAACP.

Yes, I have a century of thank you’s, but at this centen-
nial moment it is especially fitting that we recognize our 
partners. We in the NAACP are a big coalition of people, 
of institutions that invest their work, their wisdom and 
their wealth to ensure that human dignity is universal in 
this country and in this world. And so, I want to thank 
our peers in the civil and human rights community, 
many of which, as Rev. Jackson has said so many times, 
are just splinters and branches off this big tree called the 
NAACP and many of which have grown up beside us in a 
forest which now really defines what is decent and good 
in this country.

I want to thank the leaders of the faith community 
who are here with us today. I’ll be meeting this afternoon 
with presiding bishop’s of several major denominations.

I want to thank our friends in the corporate and foun-
dation communities. The President of the Ford Founda-
tion is here with us today. They have supported us for 
half a century.

So is the President of Atlantic Philanthropies and 
many others.

I want to thank our friends in labor. When we march, 
we march together. And I want to thank our friends in 
black media for telling the stories that only we and they 
will tell.

And I want to thank our friends in the black business 
community whose leaders like Sheila Johnson and Ron 
Davenport are here with us, and Sylvia Scho.

And our friends in Hollywood. Will you give a hand 
for Jeffrey Wright, please?

Jeffrey. Jeffrey, last year, was celebrating the end of a 
movie called “W” in which he played Colin Powell in 
Shreveport, Louisiana or maybe it was Baton Rouge -- 
don’t matter -- and he, in sort of a weird, kind of echo 
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of Emmett Till and perhaps was a little bit sassy with a 
white waitress.

He said, oh, you’ll serve me tonight -- because she had 
refused to serve him the night before.

And she said, no, I won’t, and you have to leave. And 
he said, pardon me?  And she got the manager, and the 
manager got the sheriff, and he was dragged outside and 
Tasered. And the only reason that the world knows and 
the only reason that the bogus charges were thrown out 
is because somebody took out their cell phone and put it 
on YouTube.

So, this afternoon, we will launch what we’re calling 
our Rapid Report System. Mr. Wright is going to help us 
do it. It will allow anybody with a cell phone, an iPhone, 
a BlackBerry to videotape an incident of police abuse, 
email it to the NAACP -- receive a human rights abuse 
reporting form back, fill that out and have it tagged to 
the video where it stay even if, as they did in Erie -- and 
President Horton from Erie knows this -- even if they go 
and they say:  Oh, I saw it on YouTube. We’re going to 
charge you with wiretapping.

They actually sent the offending police officer to the 
home of the person who videotaped and said I’m going 
to charge you with wiretapping if you don’t take it down. 
It will always be in the server of the NAACP -- and, 
therefore, in the hands of the Department of Justice 
which is led by our good friend, Eric Holder.

And we will need all those friends and many more be-
cause I’ll tell you this:  The days of Ward Connerly beat-
ing us at the ballot box are nigh. We are going.

You know, the only question about affirmative action 
isn’t whether or not we need the hammer. The only ques-
tion is whether or not the hammer is big enough.

You know Dr. King pointed out some time ago that 
poor black prisoners and poor black -- poor white 
prison guards have more in common than we don’t -- 
have more in common than we don’t. There are white 
people trapped in multigenerational poverty in this 
country. There are disabled veterans coming back from 
Iraq in droves.

And the only conversation about affirmative action 
should be in addition to there being a gender -- no 
replacement here -- in addition to there being gender- 
conscious affirmative action, in addition to there being 
race-conscious affirmative action, if we should do as 
a country what so many college campuses have done 
with first- time college admissions and say there should 
be class- conscious affirmative action too. It should be 
class- conscious.

It’s a conversation that we have to have as we are head-
ed towards the moment where there will only be minori-
ties in this country.

Tough questions at the beginning of a new century. 
What a year. What a year to turn 100.

How many people here were in Washington on 

January 20th?
And how many people watched it on TV?
All right, ya’ll are the smart ones because the rest of us 

should have watched the forecast and stayed home.
January 20th truly wasn’t about millions of people 

coming to Washington for yet another inauguration. Our 
country had had 43 of those before. It was about billions 
of people around the planet huddling around radios, 
freezing in the cold in D.C., huddling in front of televi-
sion sets, crying, remember ancestors, watching their 
children’s aspirations swell -- this moment of transforma-
tive possibility. That’s what January 20th was about.

But then January 21st came like so many days thereaf-
ter, and families across this country woke up—

Why does mama have to work so many jobs?  Why 
is my school an embarrassment to everything that this 
country claims to stand for?  Why are so many family 
members dying of AIDS?  Why are so many in prison?  
In other words, January 21st, truth be told, wasn’t 
that different from January 19th except one thing had 
changed. The children’s aspirations were higher. And, 
if you measure the difference between the distance be-
tween a family’s situation and the children’s aspirations, 
you will have the exact measurement of the scale of 
their frustration.

If you measure the distance between a child’s aspira-
tions and their parent’s situation, you will have the exact 
measurement of that family’s frustration.

The job of the NAACP is to close that gap.
For 100 years, we have fought to make the American 

dream real for all families in this country, and that is 
what we stay focused on as we begin our next 100 years. 
But, if we are going to succeed in going the full distance, 
then we must be clear about the big target for this cen-
tury. We must be clear about the true nature of the situa-
tion which people of color find ourselves and the nation 
finds itself. We must be clear, in other words, about the 
way in which the virus known as racism has mutated in 
our own lifetimes. And, we must be clear about how we 
will win the big victories of our second century.

You see, for every century that black people have been 
in this country, there has always been this thing. For ev-
ery century, there has always been this thing that crushes 
black children’s dreams, that warps their perceptions of 
themselves, that kills their parents before their prime, 
that tears families asunder and renders millions orphans.

In the 18th Century, we called it the Transatlantic slave 
trade. In the 19th Century, we called this slavery. In the 
20th Century, we called it Jim Crow and segregation. We 
killed them all.

In the 21st Century, it is the school to prison pipeline.
It is the cradle to coffin caravan. You know, my genera-

tion slipped into that pipeline without even knowing it. 
See, we were told when we were born, and the sense of 
victory was still fresh in the late ‘60’s and the early ‘70’s, 
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even in the early ‘80’s, to some extent, but all the big vic-
tories have been won, and we killed Jim Crow, just like 
we killed his daddy and his granddaddy. Just work hard, 
young man, young woman, study hard, reap all that we 
have sewn, get rich.

And we came of age just in time to find ourselves the 
most murdered generation in this country and the most 
incarcerated generation on the planet. I can remember 
being 20 years old, not far from here, a few miles up 
town at Columbia University in Harlem, standing on the 
steps celebrating a friend’s 21st birthday with my friend, 
Breon Bane, who will be out here a little later, and in 
the style of the times, those of you who listen to A Tribe 
Called Quest or Public Enemy, Queen Latifah when she 
wore really big earrings, and the style of the times - liba-
tions to all of our friends who would die before they got 
to college age.

And then somebody poured libations of celebration 
that one more of us had made it to 21, as if that is an ac-
complishment in the greatest country on earth. Under 
guarding this school, the present pipeline, this cradle, 
coffin, caravan is a shift in the nature of racism itself. 
See, for most of our country’s history, even when I was a 
child and a teenager, the primary justification for racism 
against our people was presumed inferiority. As utterly 
ridiculous as that is, it lingered for hundreds of years, 
this notion that black people couldn’t be the CEO, Latino 
people couldn’t be the quarterback, couldn’t be the star 
on anything but a minstrel stage.

And then there was Michael Jordan, and Oprah Win-
frey, and Tiger Woods, and Colin Powell, and half the 
Spingarn medalists that we will celebrate, and Barack 
Obama, and the notion has been sort of blown out of 
the water.

But racism is like an onion, and if you peel off the top 
layer, all you’re left with is the next layer, and you peel 
back the layer of presumed inferiority, and you find a 
layer of presumed criminality. It makes us prisoners in 
our own homes.

You know, that layer is both more permeable and more 
volatile. It’s more permeable because once you’re vetted, 
once they do a background check, or once they know 
you as a VP of sales, or that neighbor, or a Harvard man, 
or a family man, or a Howard man, or a Morehouse 
woman - Morehouse man, Spelman woman, get all ex-
cited. I did see a lot of women at Morehouse’s campus 
but that’s a whole other story, and Morehouse wife. Well, 
you’re vetted, and you’re known, and we’re familiar with 
you, and you’re in the face of familiarity.

But when you’re walking down the street, or you’re 
browsing in a department store, and you’re in that space 
of anonymity, well, the difference between familiarity 
and anonymity can be the difference between pride and 
humiliation, it can be the difference between life and 
death, it can be the difference between being free and 

finding your name on a t-shirt on Bill Maher. If we are 
going to succeed in destroying this school on the present 
pipeline, then we must attack it at both ends, and in the 
dream, destroying economy and health care crisis that 
extends in between. As we prepare, let us recognize the 
nature of the battles that we are fighting have shifted. 
We’ll always be at the swimming pool, we will always 
be there to enforce basic civil rights, we will always be 
there at the firehouse.

But the big battles, the battles for good schools, the 
battles for good jobs, the battles for health care for all, 
the battles for safe communities and a justice system that 
works for everybody in this country are human rights 
battles. You see, a civil rights battle is a battle to enforce 
the Constitution or the law as it stands. Well, there’s no 
right to an education in the U.S. Constitution, let alone 
to a good education. There’s no right to a job, let alone a 
good job. There’s no right to health care, let alone good 
health care. There is no right for anything in the criminal 
justice system than what we have right now.

And let us be clear that our modern civil rights strug-
gle is itself a child of a successful human rights struggle, 
because the civil right for most of us, as Governor Ander-
son reminded us during slavery, was to be a slave.

And in order to win human rights victories, we don’t 
need so much more litigation as we need community 
organizing. It’s less about telling it to the judge and more 
about telling it to your neighbor. You see, because if 
we’re going to extend the social contract again, if we’re 
going to amend the social contract again, then we’re go-
ing to have to marshal forth pluralities and super plurali-
ties, and that means that we must focus on building big, 
broad, strange bedfellow coalitions. If somebody says 
why is the President of the NAACP hanging out with Bob 
Barr, you tell him because he’s trying to save Troy Davis’ 
life. Bob Barr is with us, FBI Director Bill Sessions is with 
us. It means we will invest in research, because what is 
obvious to us, many believe belongs only in a history 
book. We will focus on communication, reaching deep 
into the black community and beyond.

We will focus on technology, like Upload to Uplift, 
which I hope that every branch will go home and figure 
out how to use, call the Field Department if you need 
a lesson, because last year, in the last three weeks of 
the voter registration period, with very little money, no 
marketing resources, no time to train, we rolled out new 
technology that was embraced by about six, truly em-
braced by about six youth and college chapters, fiddled 
with by about 20 units around the country, and we 
signed up 25,000 people to vote, 20,000 of whom mailed 
it in, gave us their cell phone number and their email, 
at an average cost -- and anybody who’s run a voter reg-
istration drive, as I have done periodically since I was 
14, knows what a good deal this is, an average cost of 
76 cents per new registration. And for the branches, it 
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was free; that was just us writing a check at the national. 
Most importantly, we must focus on organizing and on 
changing the position of young people in this movement. 
If you want to know if a legendary movement organiza-
tion is headed towards being merely ordinary or continu-
ing its path of being truly extraordinary, look at the posi-
tion of young people on the movement.

As Chairman Bond and I have discussed, there was 
a reason why so many NAACP youth and college lead-
ers felt required to start snick. As Derrick Johnson and 
I have experienced, there was a reason why those of us 
who are active with youth and college in the early ‘90’s 
and trying to stop the Governor of Mississippi from turn-
ing a public historically black college into a prison, had 
to organize both inside and a little outside of the NAACP 
to get it done.

But the reality is that at this time, in this house, where 
we are only led by either current young activists or 
former young activists, the generations from the baby 
boomers on down need to come together and figure out 
how we are truly going to put young people out front, 
because the fight for good schools, the fight for good 
jobs, the fight for health care for all, the fight to crush 
this school to prison pipeline is their fight. We are simply 
making a way for everybody from Morgan on up. And so 
as we stand here on the eve of our second century, I invite 
you to join me in dreaming big dreams, even bigger than 
the monumental problems that we face at this moment in 
our society, and to begin this journey by taking steps.

You know, my good friends, Van Jones, says this, a 
reason why Martin Luther King didn’t stand up and say I 
have a plan, you see. If you dream a big dream, if you say 
it’s 1909, you saw it in the NAACP, you don’t have to plot 
out the entire course of ending Jim Crow, you just say I 
have a dream, and I know the first step, and come with 
me on the journey.

And so we will dream big of a day when all children 
will go to good schools, and start by addressing the 
school discipline crisis in this country, and by taking 
steps to ensure that no child - by the way, who knows a 
child who’s been left behind?  Exactly. Make sure that no 
child left behind lives up to its name.

We dream big of a day when all parents, when all 
workers will have a good job, be able to just work one 
job and go home and take care of the kids. And we will 
start by passing the Employee Free Choice Act. Now, I 
know that there’s some small business people here who 
have been scared by the business lobbies. I used to run 
a lobby for 200 small businesses. My friend, Ellie Tatum 
here got me that job. I’m still cussing you, by the way. 
And they’ll come and they’ll say, you know, oh, your fam-
ily business will be unionized if they pass this, and what 
I say to you is simply this, as Bill Lucy says, if you so irk 
a member of your family, all the members of your fam-
ily, that they want to form a union in your little family 

owned business, they deserve one.
We dream big of a day when all lending will be fair, 

when all lending will be fair, and start by reducing the 
rate on student loans, and ending legal loan sharking, 
sometimes called pay day lending.

Now, let’s put this in perspective, you all. The top rate 
in share cropping was 40 percent. The top rate at some 
of the wild cat pay day lenders can go up to 1,000. And 
at the corporate ones, it’s a little over 400. For the mili-
tary, they’re restricted to 36 percent, but for the rest of us 
who live everywhere else - so - and, oh, by the way, loan 
sharking is about 520 percent, ten percent civil interest a 
week. So it’s either almost as bad as loan sharking or ten 
times worse than share cropping, but either way, it shall 
not stand much longer. We dream big of a day when the 
justice system will work for everybody, and we begin by 
ending the syncing disparity such as that between those 
convicted for carrying crack and for carrying powder. 
And my compliments to Gloria Sweet love and to all the 
state conference presidents and others who came in to 
push the Congress. This is outrageous, you all. Black 
people are about 14 percent of the people who use crack 
in this country, where 85 percent of those arrested for 
carrying very small quantities.

But punishment - in order to get the punishment for 
carrying crack that you would get for carrying half a kilo, 
like this much powdered cocaine, you only have to carry 
two rocks of crack. It’s patently unfair and we will end 
that in this Congress.

But we will also change the very way people talk about 
criminal justice policy in this country. You see, if you 
look at the incarceration rates of black men in this soci-
ety, since 1880, they are fairly stable until about 1970, 
and then something happened in 1970, and all of a sud-
den they go like this. Well, among other things, what 
happened was, a campaign for presidency, a candidate 
who actually got 18 percent on the black vote, Richard 
Nixon started this notion, this law and order approach, 
tough on crime. Tough on crime is stupid, there’s really 
no other way to describe it. We need to train ourselves 
and ultimately law enforcement officials and those run-
ning for office, for law enforcement office, because that 
is where criminal justice policy, at least the worst ones, 
are made, is in those campaigns, to be smart on crime, to 
actually explain how they’re going to bring crime down, 
not just cater to the - in the every voter, but to actually 
explain how they will solve the problem.

You know, the logic of racial profiling goes like this, it 
goes, if we focus on what people do rather, excuse me, if 
we focus on what people look like rather than what they 
do, then we will catch more people who have done bad 
things. That’s not how it works. You simply catch more 
people who look like that.

So in Chatham County, for instance, where three percent 
of the population, where Savannah is, three percent of the 
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population of Georgia, but they have 40 percent of the 
death row exonerations, and all of those have been black 
men, that’s how that works. So this fall, look out for Smart 
and Safe. Please attend the workshop if you can, it will 
change your life, it has already changed who’s running the 
DA’s office, this approach to talking about crime in Dallas 
with Craig Watkins, in Albany with David Soares, and in 
San Francisco with Kamala Harris, because the only thing 
that beats tough and stupid is smart and safe.

Now, you know there are some people who say, Mr. 
Jealous, your dreams are too big, Mr. Jealous, I see the 
first step, but I can’t see the one thereafter; to them I say 
two things, one, I say read the book of Isaiah, so read the 
book, where it tells us that faith is the evidence of things 
not seen and the essence of things hoped for. And I say 
read up on the history of the NAACP.

See, for 100 years, we have pursued one three- part strat-
egy for success and won every time. We dream big dreams, 
we pursue them doggedly, and when we win, and as I said, 
we always win in the end, we win really, really big.

In 1909, a little group of dreamers got together in an 
apartment 15 blocks from here and said we will abolish 
lynch mob justice, a dream so big that maybe only New 
Yorkers can dream it, because they were a long way from 
those lynch mobs, but they called together 300, excuse 
me, they called together dozens of progressive leaders 
into a room that could only hold about 300 people over 
at Cooper Union, where John Brown had been eulogized 
and funeralized, most of them black church leaders, to 
a convention just a couple months later, and they gave 
them the charge that those people took out in the corners 
of this country, many of which the places where justice 
was known least, and it took a few decades, and we did 
not succeed in passing the law, but we did succeed in 
shaming this country into submission and ending the 
practice of lynch mob violence.

In 1918, our greatest editor, W.E.B. DuBois said we will 
desegregate the military, and three decades later, 60 years 
ago last year, we succeeded. In 1932, our greatest lawyer, 
the man who trained Thurgood Marshall and so many 
others, Charles Hamilton Houston, said we will outlaw 
Jim Crow using Jim Crow’s rules, on Jim Crow’s courts, 
with Jim Crow’s referees, kind of - it took 22 years, but we 

succeeded. In 1954, we said we will desegregate every in-
stitution in this country from the local school to the glob-
al corporation, and while that battle still goes on in many 
ways, and Ursula Barnes, the CEO of Xerox, first black 
woman CEO of a Fortune 500 company, is the latest vic-
tor on that battlefield, we have won literally hundreds of 
thousands of victories. And as we moved into the 1960’s, 
women like Mildred Roxborough, women like Ruby Hur-
ley, men like Medgar Evers, men like Vernon Jordan and 
Julian Bond said, we will level the political playing field in 
this country, and this year, not just because we broke the 
233 year old color barrier on the White House and moved 
in a black family from the south side of Chicago, but be-
cause black candidates won in majority white districts, in 
states like Alabama for the first time, that’s the test, and a 
black man became Mayor of that historical bash of white 
supremacy known as Philadelphia and Mississippi for the 
first time. We have come a long way.

And so as I close today, let me remind you that these 
- let me be very clear, this is not our history, this is our 
prophecy. These victories are our victories, and the vic-
tories that are children need, we claim them now. And 
like you, I have dedicated much of my life to the work of 
civil rights and to the battles of this organization. And I 
am proud to say, we are the NAACP, we are the NAACP. 
So if you’ve ever worked to desegregate the military or 
a public school, I ask you to stand up and say I am the 
NAACP. Mom, stand up. If you’ve ever helped diversify a 
work place or even a lunch counter, stand with me, dad, 
stand up and say I am the NAACP. If you’ve ever regis-
tered a voter or educated a voter, helped to get a voter to 
the polls, helped to motivate a voter, stand with me and 
say I am the NAACP. And to the young people that we 
are counting on to be in the forefront of the battles of the 
next century, if you’ve ever used Facebook or Myspace or 
Twitter or text messaging for change, I say stand up and 
say I am the NAACP.

And if you’re still just simply sick and tired of being 
sick and tired, I say get on up and say I am the NAACP. 
Because we woke up this morning with freedom on our 
minds and in our hearts and victory in our eyes, we’ve 
come 100 years on this good road, and we ain’t turning 
back now, you all. Thank you and God bless. 
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