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HEALTH CARE COST CONTAINMENT: ARE
AMERICA'S AGED PROTECTED?

TUESDAY, JULY 9, 1985

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON AGING,

Washington, DC.
The committee met, pursuant to notice, at 10 a.m., room 345, the

Capitol, Hon. Edward R. Royhal (chairman of the committee) pro-
siding.

Members present: Representatives Roybal, Pepper, Hughes,
Lloyd, Oakar, Mica, Synar, Skelton, Erdreich, Sisisky, Gordon,
Manton, Stallings, Regula, Wortley, Schneider, Ridge, McCain,
Gekas, Boehlert, Bentley, Lightfoot, Fawell, Meyers, Henry, Kolbe,
and Schuette.

Staff present: Fernando Torres-Gil, staff director, Nancy Smith,
profeisional staff member, Gary Christopherson, professional staff
member; Austin Hogan, communications director, Judith Lee, exec-
utive assistant, Christinia Mendosa, professional staff member,
Carolyn, Griffith, staff assistant, Diana Jones, staff assistant, Paul
Schlegel, minority staff director, and Anne Riser, minority execu-
tive secretary.

OPENING STATEMENT OF CHAIRMAN EDWARD R. ROYBAL
The CHAIRMAN. The committee will come to order.
Ladies and gentlemen, the purpose of this hearing is to deter-

mine whether cost containment measures under Medicare and
Medicaid, combined with budget costs to social services, are limit-
ing the elderly's access to long-term care and community services.

This is the committee's second hearing on the impact of cost con-
tainment on America's aged. In February we heard testimony from
providers and consumers that hospital DRG's are negatively affect-s ing the quality of health care. That testimony convinced me to in-
troduce my Quality Assurance Bill, H.R. 1970, which will substan-
tially upgrade the current quality assurance system.

Today, we will look at the collective impact of cost control meas-. urea on the elderly's access to needed nursing home, home health,
and community services. At a time when pressure on hospitals to
discharge patients earlier is increasing the need for long-term
carewe find that there is mounting evidence to suggest that more
restrictive administration policies are limiting the elderly's access
to this care.

The evidence begins with the administration's repeated assault
on the Health and Human Services budget over the past 5 years.

(1)
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Added to this are new regulations under Medicare and Medicaid
that discourage providers and States from participating in the few
public programs that cover long-term care. The latest regulations
came this past Friday when HCFA, the agency in charge, decided
to limit costs for home health care. And that added, of course, to
the pressure on providers. Other evidence will be presented by wit-
nesses today based on studies conducted at my request. How these
measures would affect people is the subject of this hearing.

The squeeze on providers, States and local governments is hurt-
ing the elderly and their families. The fact that Governor Graham
and Mayor Schaefer, others, along with consumers and providers
are here testifies to the fact that there is a problem. They are con-
cerned over this great issue. And I greatly appreciate their pres-
ence and look forward to their testimony.

I would like to submit some correspondence between our commit-
tee and the Department of Health and Human Services at this
time. Hearing no objections, so ordered.

[The correspondence submitted by Chairman Roybal follows:]
U.S. House OF REPRESENTATIVES,

SELECT COMMITTEE ON AGING,
Washington, DC June 24, 1985.

Hon. MARGARET M. Heciasa,
Secretary, Department of Health and Human Services,
Washington, DC.

DEAR SECRETARY HeciaiR: On July 9, 1985, the House Select Committee on Aging
will hold a hearing on the impact of health care cost containment measures on the
elderly's access to long term care and community services. In lieu of formal testimo-
ny from the Department, I am requesting that answers to the House and Senate
Aging Committees' earlier questions on waiver of liability (enclosed) and to addition-
al questions on cost containment (also enclosed) be provided to the Committee by
July 3, 1985.

The purpose of the July 9th hearing is to determine whether and to what extent
cost containmnet measures under Medicare, Medicaid and human service
are limiting beneficiary access to long term care and community .serivces. gegCraots-
mittee's concern is that at a time when hospital prospective reimbursement is in-
creasing the elderly's need for nursing home, home health, and community services,
budgetary and regulatory contraints may, collectively, be limiting the edlerly's
access to these types of care.

I understand the Department's desire to administer programs under its purview
in an appropriate and cost-effective manner. I also know that in the interest of coat
containment, the pendulum can swing so far in the direction of savings that benefi-
ciaries lose access to essential services for which they are rightfully entitled. This
critical question of beneficiary access will be addressed in testimony from providers,
local and state governments and consumers at the July hearing.

Thank you for your cooperation. The Department's answers should be forwarded
to the Committee in Room 712, House Office Building Annex I, by close of business
Friday, July 5, 1985. Questions regarding my request should be directed to Ms.
Nancy Smith of the Committee staff at (203) 226-3375.

Sincerely,
EDWARD R. ROYBAL,

Chairman.

ADDITIONAL QUESTIONS OF SICRETAXY MARGARET HECKLER ON IMPACT OF COST
CONTAINMENT MEASURES FOR JULY 9, 1985, HEARING

1. Given the incentive for shorter lengths of stay under hospital DRG's and,
hence, the growing demand for in-home and community long term care alternatives,
how will the Department ensure that recent coat containment measures under Med-
icare (e.g., changes to wavier of liability, freeze on provider reimbursement 'Levels,
and increased pressure on fiscal intermediaries) and limitations on the Medicaid
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2176 Home and Community Based Waiver Program will not result in decreasedpro-
vider and state participation?

2. What, if any, preliminary data are available on changing patterns of provider
and state participation in Medicare and in the Medicaid 2176 Waiver Program over
the past 24 months? At a minimum, please indicate the number of nurisng home
and home health providers who have entered, withdrawn or changed their level of
participation in the Medicare program during this period. Please also list the states
that have applied for 2176 waivers during each of the past two years; the number of
waivers that have been approved, rejected and withdrawn; and which states are in
jeopardy of losing their 2176 Waiver as a result of the Department's new require-
ments for Federal Financial Participation (published in March 13, 1985 Federal Reg-
ister).

3. What steps is the Department taking to measure the collective impact of these
cost containment measures under Medicare, Medicaid, Older American's Act pro-
grams and Social Service and Community Service Block Grants on the elderly's
access to long term care community services?

4. What data are currently available on changing utilizaiton patterns of Medicare,
Madicaid, Older American's Act and Social Service and Community Service Block
grants long term care and community services? At a minimum, please estimate the
number of elderly benificiaries under the nursing home, home health and communi-
ty service components of these programs for each of the years 1978, 1985.

5. The Department, in its report to Congress on Medicare's skilled nursing facility
benefit, predicted that "Medicare's hospital prospective payment system may in-
crease the use of Medicare SNF services because it gives hospitals a strong financial
incentive to discharge patients as soon as is medically appropriate." Despite this in-
creasing demand for nursing home and, by extrapolation, home health services, a
recent survey undertaken for the Committee of Medicare providers indicates that
denial rates are increasing.

Does the Department have data suggesting otherwise? How do you reconcile in-
creasing numbers of long term care claimants and heavier care needs with increas-
ing denial rates?

Please also provide estimates of denial and reversal rates for Medicare and Medic-
aid claims for long term care services between 1978 and 1985.

6. Element 16 of Sub-Section 2901.1 (Contractor Performance Evaluation Program)
of the Health Insurance Manual (13-2) sets standards for the cost-effective adminis-
tration of a Medical Review/Utilization Review (MR/UR) program based on the
ratio of dollars recovered to contract dollars apportioned to the intermediary for
MR/UR functions. It is my understanding that the failure of an intermediary to
stay above the minimum "Passing" ratio of $5.00/$1.00 is grounds for failing the
entire 2901 section evaluation and contract termination.

Please explain how these ratio's were derived. Are they based on historical data
on the rate and dollar value of claim denials for home health, nursing home, hospi-
tal and other services covered by Medicare? On what basis are adjustments to the
ratios and the weighting of Element 16 mode?

Please also explain how the weighting of this element had changed over the past
four quarters and how, accordingly, this impacts intermediary incentives for in-
creased denials.

Please answer these same two questions for the similar standards used in evaluat-
ing intermediary performance of cost audit functions (Section 2901.6, Element 16).

7. It is also my understanding that data on claim reversals are not factored into
intermediary performance evaluations under the Contractor Performance Evalua-
tion Program (CPEP).

Is this true? If so, what is to prevent an intermediary from increasing initial
denial, rates in order to meet CPEP standards, knowing that claims may be subse-
quently reversed without any effect on their performance rating?

How are reversal rates monitored by the Department? Please indicate the number
and percentage of denied nursing home and home health claims under Medicare for
each of the past four quarters; the average time between claim denial and reversal;
and the estimated administrative costs resulting from denials reversed after recon-
sideration; the estimated costs to clients and providers attributable to successful
claims appeals.

8. As a member of the House Appropriations Committee, I asked the Department
sweral questions this year related to newly issued regulations under the Medicaid
2176 Home and Community Based Waiver Program. In response, the Department
indicated that several states had expressed dissatisfaction with the new reporting
requirements and that Department staff had been directed to investigate "alterna-
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tives." Please specify the status of this review, what alternatives are being consid-
ered and how states are being involved?

9. The Department's revised regulations for the Medicaid 2176 Program have been
criticized on the grounds that the cost formula rewards states with empty nursing
home beds and penalizes those with high occupancy rates and moritoriums nursing
home bed expansion. What is the Departments position on this and is this among
the provisions being reconsidered?

QUESTIONS ON WAIVER OF LIABILITY SUBMITTED TO SECRETARY HECKLER BY Housx
AND SENATE AGING COMMITTEES, APRIL 1985

IMPACT ON BENEFICIARIES, PROVIDERS AND PROGRAM COSTS

1. What is the estimated number of beneficiaries who would be denied access to
hospital, nursing home and home health services if, in response to the waiver of li-
ability ruling being imposed, providers choose to withdraw from the Medicare pro-
gram or tighten their criteria for accepting potential Medicare patients?

2. During 1984 and 1985, what was the total number of Medicare claims submitted
for hospital, nursing home and home health reimbursement? What number of these
were denied and of those denied, what number were appealed? What was the denial
rate and rate of reversal in each year? What was the dollar value of post-hospital
Medicare benefits denied after final appeal during each year?

COSTS AND COST SAVINGS

1. What is the potential increase in costs to the beneficiary and to Medicaid under
the proposed rulmg as, with decreasing access to Medicare services, more patients
enter nursing home as private pay patients and subsequently spend down to Medic-
aid?

2. What is the estimated additional cost that would be incurred by Medicare pro-
viders annually as a result of denied claims if the proposed waiver of liability ruling
were imposed?

3. Has the Department estimated the cost savings under the proposed ruling that
includes the cans associated with case reviews, reconsiderations and appeals? What
proportion of the estimated savings would result from providers withdrawing from
the Medicare program?

PROCEDURES AND INCENTIVFS FOR INTERMEDIARIES AND PROVIDERS

1. What standards and criteria for claims review are in place of being developed
to provide guidance to providers and intermediaries to ensure that beneficiary
claims are fairly and consistently reviewed within and among states?

2. If the proposed rule is imposed, how would HCFA assure that an increase in
the rate of denial for legitimate claims would not result, assuming that providers
will tend to deny cases in which there is any doubt of coverage? What protections
would be built in to protect the beneficiary in such cases?

3. What, if any, incentives exist to discourage high reversal rates in client appeals
that might be associated with particular intermediaries? Is a provider's reversal
rate considered in determining whether a pattern of inappropriate utilization
exists?

COMMENT PERIOD

Please explain the necessity of imposing a 30-day comment period for a rule that
has taken over two years to develop. This shortened time period imposes difficulties
on individuals and organizations wanting to become fully informed and to fully
assess the impact of proposed rulings.

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Washington, DC.
Hon. MARAerr M. HECKLER,
Secretary, Department of Health and Human Services,
Washington, .DC.

DEAR MADAM SECRETARY: On February 12, 1985, the Department of Health and
Human Services published in the Federal Register proposed rules on the Medicare
Waiver of Liability. Members of the Senate Special Committee on Aging and the
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House Select Committee on Aging have serious reservations about the impact of
proposed regulatory changes on elderly Medicare beneficiaries.

As you are aware, the House Select Committee on Aging held a hearing in Febru-
ary on the impact of cost containment proposals on elderly beneficiaries. In addi-
tion, the Senate Special Committee on Aging received a preliminary report prepared
by the General Accounting Office on the impact of hospital DRG on post-hospital
long term care services. Testimony from the hearing and preliminary results of the
GAO study demonstrate that with increasing pressure on hospitals to discharge pa-
tients "quicker and sicker," more and more patients are seeking post-hospital nurs-
ing home and home health services. Given the increasing need for post-hospital
care, we are deeply concerned that the Department's proposed regulatory changes
will ultimately decrease the access of Medicare patients to the services they need,
and also increase the number of coverage denials.

We commend the Department on havig convened an internal task force to recon-
sider the proposed rule in light of concerns raised during the comment period. We
fully agree that a range of issues must be addressed before the Department proceeds
any further with implementation. Appended to this letter are questions which
should be taken up by the task force and for which we request your written re-
sponse by May 15, 1985. In addition, we would like to know the Department's time-
table and plans for the task force and for implementing final regulations.

We look forward to your response and to working with you to resolve this impor-
tant issue.

Sincerely,
JOHN HEINZ,

Chairman, Special Committee on
Aging, U.S. Senate.

Jour; GLENN,
Ranking Minority Member, Special

Committee on Aging U.S. Senate.
EDWARD R. ROYBAL,

Chairman, Select Committee on
Aging U.S. House of Representa-
tives.

MATTHEW J. limstmot
Ranking Minority Member, Select

Committee on Aging U.S. House of
Representatives.

IMPACT ON BENEFICIARIES, PROVIDERS AND PROGRAM COSTS

1. What is the estimated number of beneficiaries who would be denied access to
hospital, nursing home and home health services if, in response to the waiver of li-
ability ruling being imposed, providers choose to withdraw from the Medicare pro-
gram or tighten their criteria for accepting potential Medicare patients?

2. During 1984 and 1985, what was the total number of Medicare claims submitted
for hospital, nursing home and home health reimbursement? What number of these
were denied and of those denied, what number were appealed? What was the denial
rate and rate of reversal in each year? What was the dollar value of post-hospital
Medicare benefits denied after final appeal during each year?

COSTS AND COOT SAVINGS

1. What is the potential increase in costs to the beneficiary and to Medicaid under
the proposed ruling as, with decreasing access to Medicare services, more patients
enter nursing homes as private pay patients and subsequently spend down to Medic-
aid?

2. What is the estimated additional cost that would be incurred by Medicare pro-
viders annually as a result of denied claims if the proposed waiver of liability ruling
were imposed?

3. Has the Department estimated the cost savings under the proposed ruling that
includes the costs associated with case reviews, reconsiderations and appeals? What
proportion of the estimated savings would result from providers withdrawing from
the Medicare program?

9
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PROCEDURES AND INCENTIVES FOR INTERMEDIARIES AND PROVIDERS

1. What standards and criteria for claims review are in place or being developed
to provide guidance to providers and intermediaries to ensure that beneficiary
claims are fairly and consistently reviewed within and among states?

2. If the proposed rule is imposed, how would HCFA assure that an increase in
the rate of denial for legitimate claims would not result, assuming that providers
will tend to deny cases in which there is any doubt of coverage? What protections
would be built in to protect the beneficiary in such cases?

3. What, if any, incentives exist to discourage high reversal rates in client appeals
that might be associated with particular intermediaries? Is a provider's reversal
rate considered in deterining whether a pattern of inappropriate utilization exists?

COMMENT PERIOD

Please explain the necessity of imposing a 30-day comment period for a rule that
has taken over two years to develop. This shortened time period imposes difficulties
on individuals and organizations wanting to become fully informed and to fully
assess the impact of proposed rulings.

THE SECRETARY OF HEALTH AND HUMAN SIIRVICICS,
Washington, DC, June 20, 1985.

Hon. EDWARD R. ROTRAL,
House of Reprvsentatives, Washington, DC

DEAR MR. ROYDAL: We have received your letter commenting on various aspects of
the proposed regulations to change the administration of the Medicare waiver of li-
ability for providers and beneficiaries. We understand your concerns and will be
considering them as we develop the final regulation.

As you know the original recommendation upon which this proposal was based
was contained in a General Accounting Office report dated March 1983 (GAO-HRD-
83-38). The basis for the GAO report and our subsequent proposal was, of course, a
conviction that the Medicare program should not pay for care that is not medically
reasonable and necessary and, therefore, not covered under the provisions of the
Medicare statute. As indicated in the preamble to the Notice of Proposed Rulemak-
inc, we estimated substantial savings would result from our proposed changes,
eliminating payments now made for a certain percentage of noncovered cases under
criteria and thresholds which hold providers harmless for certain erroneous deci-
sions.

The objective of the proposed regulations was not, of course, to eliminate the pro-
vision that permits HCFA to waive a provider's liability under appropriate circum-
stances as is authorized by Section 1879 of the Social Security Act. Instead, the pro-
posal was to eliminate a presumption that a provider should not be held liable for
erroneous decisions, rather than permitting waiver on the basis of a case by case
review. As indicated in the preamble accompanying the proposed regulation, we
considered the impact of the proposed on both providers and beneficiaries.

We are pleased to receive your comments about the formation of an internal task
force within the Health Care Financing Administration to consider issues raised
during the comment period. That group has already begun reviewing the volumi-
nous correspondence which we have received on this subject. Many of these con-
cerns are similar to those raised in the attachmeht to your letter. We are asking the
Task Force to do a careful and thorough job of reviewing and analyzing these com-
ments as well as collecting additional data where this seems desirable. These en-
deavors are estimated to take the better part of the next two months. Since your
questions are so closely interrelated to others that we will be considering during
this period, we have been unable to respond to your specific inquiries by May 15, as
you requested.

We will provide you with an additional response addressing your specific inquiries
by early July which will be well before we are prepared to proceed with a final reg-
ulation.

I hope that you will find this information helpful.
Sincerely,

MARGARET M. HECKLER,
Secretary.

1 0
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DEPARTMENT OF HEALTH & HUMAN SERVICES,
OFFICE OF THE SECRETARY,
Washington, DC, July 8, 1985.

Hon. EDWARD ROYBAL,
Chairman, Select Committee on Aging
House of Representatives, Washington, DC

DEAR Ma. CHAIRMAN: This is in response to your letter requesting that answers to
certain waiver of liability and cost containment questions be provided to the Com-
mittee prior to its July 9 hearing on the impact of cost containment on the elderly's
access to long term care and community services.

As noted in our June 20 letter, based on the review and analysis of an internal
Health Care Financing Administration (HCFA) task force, responses to your specific
inquiries about the waiver of liability regulations will be forthcoming; however, they
will not be available prior to your July 9 hearing.

Per conversations with the Committee staff several of the cost containment ques-
tions also cannot be answered at this time either due to the lack of data or because
of those clearance constraints. However, we have enclosed the answers to those
questions for which data is readily available and we will submit the other answers
for the record at a later date.

If we can be of further assistance, please let me know.
Sincerely yours,

LAWRENCE J. DeN Amos,
Acting Assistant Secretary for Legislation.

Enclosure.

Question. Given the incentive for shorter lengths of stay under hospital DRGs
and, hence, the growing demand for in-home and community long-term care alterna-
tives, how will the Department ensure that recent cost containment measures under
Medicare (e.g., changes to waiver of liability, freeze on provider reimbursement
level, and increased pressure on fiscal intermediaries) and limitations on the Medic-
aid 2176 Home and Community Based Waiver Program will not result in decreased
provider and State participation?

Answer. HCFA does not believe that the publication of the final regulations an
home and community-based services waivers on March 13, 1985, will result in any
decreased State participation in the home and community-based services waivers.
Since publication of the regulations on March 13, HCFA has received 9 requests far
new home and community-based service waivers and 8 requests for renewal of home
and community-based service waivers. In addition, on May 1 HCFA sent a letter to
all States advising them of the additional assurances and information required for
all approved waiver programs. Since that date, HCFA has received information and
assurances on 54 existing approved waivers in response to the March 13 regulations
and May 1 letter. This immediate and overwhelming response clearly indicates that
the new regulations have not caused a decline in State interest in participating in
home and community-based service waivers. Further, the Health Financing Admin-
istration is committed to working with States to develop approvable home and com-
munity-based service waivers.

Question. What, if any, preliminary data are available on changing patterns of
provider and State participation in Medicare and in the Medicaid 2176 Waiver Pro-
gram over the past 24 months? At a minimum, please indicate the number of nurs-
ing home and home health providers who have entered, withdrawn or changed their
level of participation in the Medicare program during this period. Please also list
the States that have applied for 2176 waivers during each of the past 2 years; the
number of waivers that have been approved, rejected and withdrawn; and which
States are in jeopardy of lasing their 2176 Waiver as a result of the Department's
new requirements for Federal Financial Participation (published in the March 13,
1985 Federal Register).

Answer. Over the last 24 months there has been no decline in the number of
waiver requests received; in fact, there has been approximately a 25 percent in-
crease in the number of waivers received. During the period July 1, 1983 through
June 30, 1984, a total of 39 waiver requests were received-37 for new waiver pro-
grams and 2 for extension of existing programs. During the period July 1, 1984
through June 26, 1985, a total of 50 requests were received-30 for new waiver pro-
grams and 20 for extension of existing programs.

During the period, July 1, 1983 through June 30, 1984, 31 waivers were approved;
2 were disapproved and 2 withdrawn. During the period July 1, 1984 through June
26, 1985, 30 waivers were approved, 10 withdrawn, and 16 disapproved. Following is
a listing of all waivers received over the last 24 months:

11
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2176 WAIVERS RECEIVED

Stale Action

July 1, 1983 to June 30, 1984:
Alabama (0968)
Colorado model (40112)
Connecticut model (40110)
Florida (0074)
Florida (0075)
Rota model (40113)
Florida model (40114)
Georgia model (40103)
Geolgia renewal (0112)
Idaho (0076)
Illinois model (40117)

Indigo (0066)
Iowa (0078)
Iowa (0079)
lova (0080)
Iowa model (40111)
Maryland model (40118)

Massachusetts (0059)
Massachusetts (0064)
Michipn model (40119)
Minnesota (0061)
Missouri (0065)
Nebraska (0063)
Nebraska (0092)
New Hampshire (0060)
New Mexico (0056)
New Jersey maid (40104)
North Dakota (0054)
Ohio (0067)
Ohio modes (40106)
Ohio model (40108)
Ohio model (40109)
Oklahoma (0094)
Oklahoma (0095)
Oregor renewal (0113)
South Carotin' (0104)
Texas (0110)
Texas model (40122)
Wisconsin (0111)

July 1, 1984 to June 26, 1985:

Aug. 31, 1983
Mar. 26, 1984
Dec. 28, 1983
June 12, 1984
Apr. 2, 1984
July 28, 1983

do
Aug. 31, 1983
Apr. 16, 1984
Apr. 3, 1984
Dec. 29, 1983
July 5, 1983
Jan. 23, 1984

do

do
do

Sept 13, 1983
Dec. 12, 1983
July 13, 1984
June 11, 1984
Jan. 19, 1984
Nov. 10, 1983
July 5, 1983

do
Dec. 29, 1983
July 18, 1983
July 15, 1983
July 8, 1983
Sept. 1, 1983
Aug. 22, 1983
Nov. 7, 1983
Oct 24, 1983
Dec. 5, 1983
Dec. 5, 1983
June 4, 1984
Apr. 26, 1984
May 25, 1984
June 18, 1984
May 14, 1984

Approved Dec. 4, 19M.
Additional information mounted.

Approved Mx. 8, 1984.
Wood Jan. 23, 1985.
Disapproved Nov. 21,1984.
Additimal information requested.

Do.

Approved Sapt 23, 1983.
Approved Nov. 1, 1984.
*roved Nov. 21, 1984.
Disapproved Aug. 23, 1984.
Approved Aug. 28, 1984.

Disapproved Jan. 11, 1985.
Do.

Do.

Approved Mar. 17, 1984.
Approved Jan. 31, 1985.
Approved Mar. 9, 1984.
Approved May 21, 1984.
*roved Jan. 25, 1934.
Approved Apr. 17, 1984.
Approved May 21, 1984.
Approved Apr. 17, 1984.
Disapproved Apr. 24, 1984.
Approved Mar. 22, 1984.
Approved Dec. 22, 1983.
Approved Oct 4, 1983.
*roved Dec. 7, 1983.
Approved Aug. 30, 1984.
*rand Sept. 21, 1983.
Approved Dec. 8, 1983.
Approved Dec. 29, 1983.
Approved Nov. 26, 1984.
Additional inforniabn received.
Approved Jan. 31, 1985.
Approved Dec. 3, 1984.
Approved Op. 12, 1985.
Approved Mar. 5, 1915.
Additional infomiation received.

Alaska (0119) Jan. 15, 1985 Additional information rsquestal.
California renewal (0002.90) Mar. 27, 1985 Withdrawn June 20, 1985.
Califomia May 28, 1985 Pending.

Colorado renewal (0006.90) Mar. 13, 1985 Approved May 30, 1985.
Colorado June 3, 1985 Pending.

Colorado renewal do Do.

Florida renewal (0010.90) Dec. 6, 1984 Approved Mar. 6, 1985.
Florida renewal (0010.91) Mar. 18, 1985 Approved June 14, 1985.
Florida (0116) Oct. 1(i, 1984 Approved June 5, 1985.
Florida (0118) Dec. 26, 1984 Pending.

Georgia model (40115) Aug. 6, 19M *roved Dee. 11, 1984.
Georgia model (40116) do Approved Dec. 7, 1984.
Illinois model (40127) Jan. 7, 1985 Additional information requested.
Kansas renewal (0018.90) Dec. 13, 1984 Approved Mx. 14, 1985.
Louisiana renewal (0114) Oct 9, 1984 Disapproved Jan. 1, 1985.
Louisiana renewal (0115) do Do.

Louisiana renewal (0121) Apr. 1, 1985 Additional information requested.

Louisiana model (40129) Mar. 19, 1985 Withdrawn May 16, 1985.
Maine (0088) Aug. 27, 1984 Approved Nov. 26, 1984.
Maine June 3, 1985 Pending.

Minnesota renewal (0025.90) Apr. 24, 1985 Withdrawn June 19, 1985.

12
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2176 WAIVERS RECEIVED-Continued

State Received AC6311

Minnesota model (40128)

Minnesota model (40130)
Missouri renewal (0026.901
Mississippi

Nevada renewal 10030 90)

Nevada

New Jersey model (40123)
New Mexico model (40120)

New Mexico model (40124)
New York model (40125)
North Carolina renewal (0035.90)
Ohio model (40121)
Oregon renewal (0117)

Pennsylvania (0096)

Pennsylvania (0099)

Pennsylvania (0100)

Rhode Island renewal (0040.90)

Rhode Island model (40126)
South Dakota renewal (0044.90)
Tennessee (0105)
Tennessee

Tennessee model

Texas (0109)
Vermont renewal (0047.90)
Vermont renewal (0047.91)
Virginia renewal (0048.90)
Virginia (0120)
Virginia (0122)
West Virginia renewal (0051.90)

Feb. 13, 1985 Approved May 13, 1985.
Mar. 25, 1985 Additional information requested.
Feb. 6, 1985 Approved May 7, 1985.
May 23, 1985 Withdrawn June 10, 1985.
Mar. 29, 1985 Withdrawn May 17, 1985.
June 3, 1985 Pending.

Oct. 15, 1984 Approved May 7, 1985.
Aug. 31, 1984 Approved Mar. 7, 1985.
Dec. 28, 1984 Additional information requested.
Dec. 31, 1984 Additional information requested.
Apr. 2, 1985 Pending.

July 11, 1984 Additional information requested.
Nov. 9, 1984 Approved May 30, 1985.
Aug. 16, 1984 Pending.

Aug. 27, 1984 Additional information requested.
July 5, 1984 Do.

Oct 9, 1984 Approved Jan. 7, 1985.
Jan. 7, 1985 Additional information requested.
Feb. 12, 1985 Approved May 13, 1985.
Sept 17, 1984..... .......... Disapproved Dec. 14, 1984.
June 25, 1985 Pending.

May 31, 1985 Do.

July 24, 1984 Disapproved Apr. 9, 1985.
Dec. 31, 1984 Approved Mar. 14, 1985.
Mar. 28, 1985 Approved June 11, 1985.
Feb. 19, 1985 Approved May 13, 1985.
Feb. 11, 1985 Disapproved May 10, 1985.
Apr. 9, 1985 Additional information requested.
Mar. 13, 1985 Disapproved June 10, 1985.

The following table shows trends in participating Skilled Nursing Facilities (SNF),
Intermediate Care Facilities (ICF), and Home Agencies (HHA).

Since June 1, 1983 these activities have occurred:
SNFs terminated:

Medicare 141
Medicaid 406

New SNFs 2,277
Changes in SNF level of care:

SNF to ICF 111
ICF to Medicaid SNF 104
ICF to Medicare SNF 325

HHAs terminated 371
New HHAs 1,967

Question. The following tables show trends in utilization of Medicare and Medic-
aid participating nursing home and home health agencies by aged persons:

MEDICARE SKILLED NURSING FACILITIES AND HOME HEALTH AGENCIES: AGED PERSONS SERVED AND

UNITS OF SERVICE PER PERSON SERVED, 1978-83

Skilled nursing facirdia
Haw halt

Covered days agenda
Pawns saved per perm gam saved

mid

Calendar year:

1984 (estimate) NA NA 1,300,000
1983 257,000 34 1,230,000
1982 244,000 34 1,100,000
1981 243,000 34 1,000,000
1980 248,000 34 890,000
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MEDICARE F)1ILLED NURSING FACILITIES AND HOME HEALTH AGENCIES: AGED PERSONS SERVED AND

UNITS OF SERVICE PER PERSON SERVED, 1978-83--Continued

Siilkd mrsing fndlities
Home health

Covered days agencies
Persons saved per pion persons amid

served

1979 247,000 33 810,000

1978 267,000 33 720,000

Source HCFA BDMS published and unpublished data from the "Annual Medeare Program Statistics" aeries, the Current Utilization Wes and
medal acmes user files.

MEDICARE AND MEDICAID: NUMBER OF LONG-TERM FACILITIES BY TYPE, AS OF JAN. 1, 1978-85

%lied nursing facilities Intended are facilities

Titie lli only
and 18-19 Title 19 only e*

retarded
AN others H°Znueshisliti

Year:

1985 6,183 2,422 2,517 11,582 5,231

1984 5,760 2,493 2,066 11,450 4,235

1983 5,510 2,570 1,445 11,304 3,627

1982 5,295 2,555 1,453 11,157 3,169

1981 5,155 NA NA NA 3,012

1980 5,055 NA NA NA 2,858

1979 4,982 NA NA NA 2,715

1978 4,461 NA MA NA 2,496

Source HCFA, BOMS published and unpublished We from HCFA's provider of service file.

MEDICAID NURSING HOME AND HOME HEALTH AGENCIES: AGED RECIPIENTS, 1978-84

Skikd musing
facilities

Intermedeate cm
facilities

Horne Mak agencies

Fiscal year:

1984 483,000 697 128

1983 495,000 691 NA

1982 461,000 644 105

1981 501,000 633 102

1980 480,000 615 108

1979 483,000 597 NA

1978 518,000 575 106

Source HCFA, Office ci the ktary, unpublished data.

Question. The Department, in its report to Congress on Medicare's skilled nursing
facility benefit, predicted that "Medicare's hospital prospective payment system
may increase the use of Medicare SNF services because it gives hospitals a strong
financial incentive to discharge patients as soon as is medically appropriate." De-
spite this increasing demand for nursing home and, by extrapolation, home health
services, a recent survey undertaken for the Committee on Medicare providers indi-
cates that denial rates are increasing.

Does the Department have data suggesting otherwise? How do you reconcile in-
creasing numbers of long term claimants and heavier care needs with increasing
denial rates? How do you reconcile increasing numbers of long term care claimants
and heavier care needs with increasing denial rates?

Answer. Current available data indicate Medicare denial rates are only sightly in-
creasing for and HHA services. Denial rates (measured in terms of denial notices
expressed as a percentage of claims processed) for the first year of recorded experi-
ence (FY 1979) through the most recent period for which data are available (first 6
months of FY 1985) are shown for HHA below:

14
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Fiscal year: HHA
1979 1.9
1980 2.2
1981 2.2
1982 1.5
1983 1.2
1984 ' 1.6
1985 i 2.0

i 1st 6 mo only.

No denial data are available for Medicaid SNF and HHA services. Medicare SNF
denial data will be available at a later date.

Although there has been a slight increase in the rate of claims denials, the Medi-
care program has been supporting heavier care needs as evidenced by the increasing
amounts paid out for SNF and HHA services. Data from the 1985 Annual Report of
the Board Trustees of the Federal Hospital Insurance Trust Fund reflects these in-
creases and are shown below:

MEDICARE BENEFIT PAYMENTS

[In millions of dollars]

SNF HHA

Fiscal year:

1983

1984

1985

1986

1

495

544

601

655

1,669

1,995

2,290

2,612

Projected.

Question. Element 16 of Sub-Section 2901.1 (Contractor Performance Evaluation
Program) of the Health Insurance Manual (13-2) sets standards for the cost-effective
administration of a Medical Review/Utilization Review (MR/UR) program based on
the ratio of dollars recovered to contract dollars apportioned to the intermediary for
MR/UR functions. It is my understanding that the failing of an intermediary to
stay above the minimum "passing" ratio of $5.00/$1.00 is grounds for failing the
entire 2901 section evaluation and contract termination.

Please explain how these ratio's were derived. Are they based on historical data
on the rate and dollar value of claim denials for home health, nursing home, hospi-
tal and other services covered by Medicare? On what basis are adjustments to the
ratios and the weighting of Element 16 made?

Please also expalain how the weighting of this element has changed over the past
four quarters and how, accordingly, this impacts intermediary incentives for in-
creased denials.

Please answer these same two questions for the similar standards used in evaluat-
ing intermediary performance of cost audit functions (Sectioon 2901.6, Elemnent 16.)

Answers. The Cost/benefit of 5:1 for medical review by intermediaries is based on
historical data. Both medical review and audit are critical elements. Failure to suc-
ceed in these elements could lead to various contract actions including termination.
Adjustments are made to the CPEP ratios based on an analysis of contractor data
and current law.

The acceptable ratio for medical review/utilization review was reduced in FY 84
from 5:1 to 3:1 for intermediaries. For FY 85, the ratio has been raised to 5:1 based
on a further analysis of data. In order for contractors to achieve the MR/UR and
audit elements, HCFA is providing more guidelines to the intermediaries on the
areas to review.

The audit ratio of $5.00/$1.00 is based on historical data and various factors
which constitute provider reimbursement under the TEFRA cost limits. In FY 85,
our intermediareies are auditing provider cost reports from the period October 1,
1982 until September 30, 1983. These cost reports are governed by' the TEFRA cost
limtis before the implementation of prospective paymeht.

The cost/benefit ratio is traditionally the highest for hospitals. These ratios have
ranged as high as 14:1 for PPS base period audits. However, because of the target
calculations and incentive payments to hospitals, the audit ratio for TEFRA cost
limits is projected to be cut in half. When this is coupled with ..the lower ratios
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achieved from auditing providers other than hospitals an overall figure of 5:1 is de-
rived.

The 5:1 ratio is constantly being evaluated to determine its applicability to the
current audit environment. As indicated in the question below on CPEP we believe
that intermediaries do not have an incentive to increase denials to pass the audit or
medical review standards. In fact, if the intermediary can demonstrate that the
ratio is unfair due to circumstances beyond its control, the ratio will be adjusted as
exemplified by the change in the MR ratio in FY 84.

Question. It is also my understanding that data on claim reversals are not fac-
tored into intermediary performance evaluations under the Contractor Performance
Evaluation Program (CPEP).

Is it true? If so, what is to prevent an intermediary from increasing initial denial
rates in order to meet CPEP standards, knowing that claims may be subsequently
reversed without any effect on their performance rating?

How are reversal rates monitored by the Department? Please indicate the number
and percentage of denied nursing home and home health claims under Medicare for
each of the past four quarters; the average time between claim denial and reversal;
and the estimated administrative costs resulting from denials reversed after recon-
sideration the estimated costs to clients and providers attributable to successful
claims appeals.

Answer. The Contractor Performance Evaluation Program (CPEP) does evaluate
intermediary denial accuracy. Data on claims reversals are factored into the inter-
mediary performance evaluation program through a series of elements which meas-
ure the accuracy of the intermediary reconsideration determinations and the accu-
racy of their medical review determinations. Specifically, element 3 of subsection
2901.2, Beneficiary Services, requires the intermediary to have complete documenta-
tion and proper physician review for their reconsideration determinations. Elements
8 and 9 of subsection 2901.7, Payment SafeguardsMedical review, measure the ac-
curacy of medical review determinations, and hence denials for medical necessity
reasons, made by the intermediary related to skilled nursing facilities and home
health agencies respectively. The mtermediary is evaluated on medical review de-
terminations as they relate to coverage and payment.

Reversal rates are monitored by the Department through the Reconsideration
Control and Management Information System (RECML9). RECMIS is an on-line rec-
ordkeeping operation designed for the automatic processing of Medicare Part A re-
consideration and hearings data. Because of the CPEP requirements and an efficient
monitoring system, we do not believe intermediaries have an incentive to artificially
increase denials.

Question. As a member of the House Appropriations' Committee, I asked the De-
partment several questions earlier this year related to newly issued regulations
under the Medicaid 2176 Home and Community-Based Waiver program. In re-
sponse, the Department indicated that several States had expressed dissatisfaction
with the new reporting requirements and that Department staff had been directed
to investigate "alternatives." Please specify the status of this review, what alterna-
tives are being considered and how States are being involved.

Answer. First, to clarify a point, the dissatisfaction expressed by several. States
was with regard to the current reporting instructions which are aligned to the inter-
im final regulation. A draft reporting form which was revised in light of the final
regulation has been completed by the workgroup established to investigate report-
ing alternatives. The draft is designed to combine the two present reports into one
and to provide the baseline data necessary for us to annually verify that the legisla-
tive requirement that the waiver program be cost-effective is satisfied. A copy of the
draft revised report was sent for State comment to the chairperson of the State
Medicaid Group. As previously agreed, the chairperson has shared the draft with
other States. To date we have received a letter outlining the chairperson's general
concerns. We await specific comments which are pending receipt of the other States'
input.

Question. The Department's revised regulations for the Medicaid 2176 program
have been criticized on the grounds that the formula used to determine cost-effec-
tiveness rewards States with empty beds and penalizes those with high occupancy

rirates and moratoriums on nursing home bed expansion. What is the Department's
position on this and is this among the provisions undergoing reconsideration?

Answer. While it is unquestionably true that States differ widely in their Medic-
aid bed capacity, we believe that the use of bed capacity analysis under the 2176
waiver program is entirely equitable and consistent with the statute.

The legislation makes clear that the waiver program is to be restricted to individ-
uals who would otherwise require the care to be provided in a Medicaid skilled nurs-

16
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ing or intermediate care facility. The provision of home and community-based serv-ices is cost-effective or cost neutral only when the persons receiving services would
otherwise require institutional services reimbursed by the Medicaid program.

While access to home and community-based services is controlled, to some extent,
by the required assessment of level of care, several States have proposed waivers in
which thousands more people are estimated to need waiver services than the Statecould possibly serve in its long-term facilities. Further, the scrutiny of such propos-als often suggests that the Medicaid waiver was being requested to refinance pro-
grams which had been funded solely by the State or by other Federal programs, forexample title XX.

We believe we must deny waiver requests in which States project utilization in
excess of what can reasonably be expected absent the waiver. To do otherwise wouldtransform the waiver program from a substitutional benefit, replacing institutional
care, into an expansion of Medicaid to provide new coverage of health and socialservices.

Our recently published final regulations point out the need to establish a reasona-ble estimate of utilization in nursing homes absent the waiver and require documen-
tation in support of this estimate, including bed capacity data. This analysis did not
originate in the new rules, it has been a part of HCFA'a analysis program for over 3yearsa period in which over 100 waivers have been approved.

We make every effort to allow a State full credit for all the beds which it cansupport as available for Medicaid institutional placement, absent the waiver. Weallow the State to add to its current Medicaid certified bed capacity any certified
beds which have been closed as a result of the waiver p in that State.We also permit the addition of any new or renovated beds which the State can
document would become certified absent the waiver. States have been able to sup-
port claims of such additional bed capacity through documentation of approved cer-
tificates of need, State appropriations for bed development, bed renovation and con-version plans, etc. Further, we multiply the sum of all available beds by the latest
bed turn-over rate which that State has reported to HCFA to recognize that morethan one person, on average, is treated in an institutional bed each year.

This methodology results in what we believe is a generous estimate of the total
persons for whom Medicaid could be expected to incur liability in nursing homes.We believe this may appropriately be used as an outer limit on a State's estimate of
institutional utilization absent the waiver.

We believe that HCFA'e application of bed capacity, because it allows for adjust-
ments beyond the number of beds a State actually has in place, is equitable to all
States both over-bedded and under-bedded. We have no plans to reconsider this
aspect of the final Medicaid section 2176 rules.

Omits OF THZ SZCRZTARY,
Washington, DC, Septemper .17, 1985.

Hon. EDWARD ROYBAL,
Chairman, Select Committee on Aging, House of Representatives,
Washington, DC.

DRAR Mn. CHAIRMAN: In an earlier response to your June 24 letter requesting an-
swers to several cost containment questions related to the elderly's access to long
term care and community services we indicated that we would submit further infor-mation at a later date.

Enclosed are more complete answers to those questions that were only partially
answered in our initial letter. We have attempted to make a beet effort to provide
you with the information that is available and have noted those areas where infor-
mation is not available. If we can be of further assistance, please let me know.

Sincerely,
LAWRENCE J. DaNsiums,

Acting Assistant Secretary
for Legislation.

Enclosure.
Question 2. Which States are in jeopardy of losing their 2176 Waiver as a result of

the Department's new requirements for Federal Financial Participation (publishedin the March 13, 1985 Federal Register)?
Answer. Because these new requirements are not fully implemented it will be 6-9

months in the future before we will know whether any waiversare in _jeopardy.
Question J. What steps is the Department taking to measure the collective impact

of these cost containment measures under Medicare, Medicaid, Older American's
Act programs and Social Service and Community Service Block Grants on the elder-ly's access to long-term care?
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Answer. The Office of the Assistant Secretary for Planning and Evaluation is
sponsoring two evaluability assessments designed to yield information on the effects
of the Medicare prospective payments system on the elderly. The principal issues to
be investigated are ones of quality of care and access. Questions to be answered in-
clude whether the health status of persons discharged from the hospital declined or
improved and whether appropriate post-discharge services are available to meet
their needs. Such indicators as length of stay, morbidity and mortality, changing
family roles and quality indicators will be examined. Data sources are being identi-
fied and consideration being given to what supplemental research initiatives will be
required. The resulting information and designs will enable the Department to
track services utilization over time and across populations to detect patterns of post-
hospitalization long-term care and their changes.

With respect to block grant information, DHHS is supporting the development of
voluntary efforts to collect certain national data. The American Public Welfare As-
sociation (APWA) is administering the Voluntary Cooperative Information System
to collect data on State implementation. of the Social Services BlockGrant. Data on
the Social Services Block Grant will be available later this year. in addition, the
National Association of State Community Services Programs (NASCP) is collecting
data on State implementation of the Community Services Block Grant. Comparative
data from the 1983 and 1984 NASCP surveys will also be available later this year.

Question 4. What data are currently available on changing utilization patterns of
Medicare, Medicaid, Older American's Act, and Social Service and Community Serv-
ice Block Grants long term care and community services? At a minimum, please
estimate the number of elderly beneficiaries under the nursing home, home health
and community service components of these programs for each of the years 1978-
1985.

Answer. Enclosed for your information are excerpts from the latest Medicare and
Medicaid program data on use and costs of nursing home and home health care.

TABLE 3.12.-USE OF SKILLED NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX,

RACE, AND CENSUS REGION, 1978

Age, sex, race, and census region

Number of
aged hospital

enrol
111SUfanCe

lees
(thousands)

Persons served Reimbursements

Number
(thousands)

Per 1000
enrollees

Total amount
(millions)

Pe person
saved

Per enroll*

Total 2 23,984.1 267.3 11.1 $292.8 S1,095 $12.21

Age:

65 to 69 7,956.9 26.9 3.4 32.6 1,213 4.10

70 to 74 6,302.0 41.0 6.5 46.2 1,126 7.32

75 to 79 4,536.5 56.2 12.4 63.2 1,124 13.92

80 to 84 2,997.4 66.7 22.2 72.4 1,086 24.15

85 and over 2,191.1 76.6 34.9 78.5 1,025 35.80

Sex:

Male 9,727.7 88.0 9.0 91.4 1,039 9.39

Female 14,256.3 179.3 12.6 201.4 1,123 14.13

Race :3

White 21,289.1 245.1 11.5 266.3 1,087 12.15

Nonwhite 2,035.7 15.5 7.6 19.4 1,256 9.55

Region:

Northeast 5,730.4 61.0 10.6 80.2 1,316 14.00

North Central 6,360.9 77.4 12.2 85.1 1,100 13.39

South 7,529.8 61.8 8.2 63.9 1,034 8.49

West 3,881.9 66.7 17.2 63.1 947 16.27

As of July 1, 1978.
Includes persons of unknown age.
Excludes persons of unknown race.

Source: Medicare Program Statistics Branch, Office of Research, Demonstrations, and Statistics, HCFA, "Medicare: Health Insurance for the Aged

and Disabled, 1976-78.-"Summary-litifization and Reimbursement by Person," in preparation.
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TABLE 3.14.-USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE

ENROLLEES, BY TYPE, AGE, SEX, AND RACE, 1978

Type, age, sex, and race
Hurter of
enrollees

(th°u3an3)

Users Reimbursements

Number
(thousands)

Per 1 000
enrollees

Total amount
(merlons)

Per user Per enrollee

Total 27,164 769.7 28.3 $435.3 $566 $16.00
Type of enrollee:

Aged 24,371 713.1 29.3 398.7 559 16.40
Disabled 2,793 56.6 20.3 36.6 646 13.10

Age:

Under 65 2,793 56.6 20.3 36.6 646 13.10
65 to 74 14,607 266.5 18.2 150.4 564 10.30
75 and Over 9,764 446.6 45.7 248.3 556 25.40

Sex:

Male 11,598 280.9 24.2 156.4 557 13.50
Female 15,566 488.7 31.4 278.9 571 17.90

Race:

White 23,866 666.7 27.9 370.7 556 15.50
Nonwhite 2,570 84.0 32.1 54.2 645 21.10
Unknown 727 18.9 26.0 10.4 549 14.30

Source: Herbert A Silverman, "Utilization of Home Health Services: 1978," Medicare Program Statistics Report. HCFA (m press).

TABLE 3.12.-USE OF SKILL NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX,

RACE, AND CENSUS REGION, 1980

Age, sex, race, and census region

Aced ho teal

insurance
MOM 1

(thousands)

Pawns 'awe Reimbursements

Number
(thousands)

Per 1000
enrollees

Total amount
(millions)

Per won
seeded

Per 81110110

Total 25,103.7 247.8 9.9 331.0 $1,336 $13.19
Age:

65 to 69 8,301.7 22.1 2.7 33.1 1,494 3.99
70 to 74 6,592.1 36.5 5.5 51.1 1,401 7.75
75 to 79 4,131.0 53.1 11.2 72.0 1,366 15.22
80 to 84 3,072.4 61.1 19.9 80.2 1,312 26.10
85 and over 2,406.5 15.0 31.2 94.6 1,261 39.31

Sex:

Male 10,156.2 80.4 7.9 101.8 1,267 10.02
Female 14,947.5 167.4 11.2 229.1 1,369 15.33

Race: 2

White 24244.2 227.0 10.2 298.5 1,315 13.42
MI other races 2,160.1 15.0 6.9 24.8 1,656 11.48

Region:

Northeast 5,915.4 53.2 9.0 80.4 1,511 13.59
North Central 6,575.8 72.5 11.0 99.0 1,367 15.06
South 7,973.9 63.3 7.9 78.5 1,241 9.84
West 4,131.9 58.0 14.0 72.0 1,242 17.43

As of July 1, 1980.
I Excludes persons of unknown we.

Source: Medicare Program Statistics Branch, Office of Research and Demonstrations, and Bureau of Data Management and Strategy, HCFA.
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TABLE 3.14.-USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE

ENROLLEES BY TYPE, AGE, SEX, AND RACE, 1980

Type, age, sex, and race
Total enrollees

(thousands)

Users Reimbursements

Number
(thousands)

Per l,000
enrollees

Total amount
(millions)

Pe user Per enrollee

Total 28,478.2 957.4 33.6 662.1 5692 $23.25

Type of enrollee:

Aged 25,515.1 890.4 34.9 608.7 684 23.86

Disabled 2,963.2 67.0 22.6 53.4 797 18.02

Ae:
Under 65 2,963.2 67.0 22.6 53.4 797 18.02

65 to 74 15,214.8 323.4 21.3 221.7 686 14.57

75 and over 10,300.3 567.0 55.0 387.0 683 37.57

Sex:

Male 12,138.6 346.3 28.5 235.9 681 19.43

Female 16,339.7 611.1 37.4 426.2 697 26.08

Race:

White 24,955.9 826.9 33.1 561.1 679 22.48

All other racers 2,743.7 106.9 39.0 84.7 792 30.87

Unknown 778.7 23.6 30,3 16.3 691 20.93

Source: Winans Program Statistics Branch, Home Health Agency Person File, 1980, unpublished.

TABLE 3.12-USED OF SKILLED NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX,

RACE, AND CENSUS REGION, 1982

Age, sex, race, and census region

Aged hospital insurance enrollees (thousands) Reimbursements

Persons WNW Numbef
(thousands)

Per l WI)
emu=

Total amount
(millions)

Pe person
served

Per Enrollee

Total 26,:14.8 243.9 9.3 388.0 51,591 $14.86

Age:

65 to 66 3,515.5 7.2 11.8

67 to 68 3,405.1 8.3 13.5

69 to 70 3,117.7 11.2 19.5

71 to 72 2,807.8 13.1 23.1

73 to 74 2,540.4 17.2 284.5

75 to 79 4,940.5 50.6 10.2 84.5 1,670 17.11

80 to 84 3,175.7 59.5 18.7 91.5 1,539 28.83

85 and over 2,612.1 76.7 29.4 115.6 1,506 44.25

Set
Male 16,522.6 76.3 7.2 117.9 1,546 11.19

Female 15,887.4 167.6 10.8 270.1 1,612 17.34

Race'
White 23,104.5 224.2 9.7 353.7 1,578 15.31

All other races 2,264.9 13.3 5.9 24.0 1,804 10.61

Region:

Northeast 6,086.6 53.4 8.8 95.3 1,784 15.66

North Central 6,790.0 75.1 11.1 120.2 1,601 17.70

South 8,348.0 59.0 7.1 89.3 1,515 10.70

South 4,366.5 55.9 12.8 82.3 1,473 18.85

Excludes persons of unknown race.

Source: Medicare Program Statistics Branch, Office of Research and Demonstrations, and Bureau of Data Management and Strategy, HCFA.

(Unpubashed data).
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TABLE 3.14--USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE

ENROLLEES BY TYPE, AGE, SEX AND RACE, 1982

TM, age aex, and rate Total enrolees
(thousands)

Users Reimbursements

Number
(thousands)

Per 1,000
enrollee

Total amount
(maim) Per user Per Gullet

Total 29,494.2 1,172.0 39.7 $1,099.9 $943 $37.50
Type of enrollee:

Aged 26,540.0 1,091.8 41.1 1,011.0 926 38.09
Disabled 2,954.2 80.1 271 88.9 1,100 30.09

Age:

Under 65 2,954.2 90.1 27.1 88.9 1,100 30.09
65 to 74 15,673.7 390.2 24.9 365.9 938 23.34
75 and over 10,566.2 698.6 64.3 645.1 923 59.37

Sex:

Mak 12,517.8 418.3 33.4 389.1 930 31.08
Female 16,976.4 753.6 44.4 710.8 943 41.87

Race:

White 25,796.1 1,007.1 39.0 922.4 922 35.76
All other races 2,869.2 134.0 46.7 149.2 1,113 52.00
Unknown 828.9 30.9 37.3 28.3 916 34.14

Source blame Program Statistics Branch, Home Health Agency Person File, unpublished.



TABLE 6.-MEDICAID VENDOR PAYMENTS, BY TYPE OF MEDICAL SERVICE-FISCAL YEARS 1972-1983

[kixiont in millions]

Fiscal years Total

Inpatient

in generalin

hospital

Inpatient
services

In mental
hospital

Skilled
nursing

faciFity

services

ICF services
Physician
services

Dental

services

Other

Practitioner
services

Outpatient
hospital
WRVS

Ginic
Lab &

radidogi-
Iservices

ca

services

"
health

micas

Prescribed
drugs

Family
planning
services

Other care
Mentally
retarded

, nth
"' "'"'"

Ending June:

1972 6,300 2,557 113 1,471 794 170 59 365 Al 81 24 512 112

1973 8,639 2,660 349 1,959 165 895 926 206 81 268 237 105 25 609 154

1974 9,983 2,807 406 2,002 203 1,301 1,083 265 101 322 284 96 31 713 208

1975 12,242 3,374 405 2,434 380 1,885 1,225 339 127 373 389 126 70 815 67 233

1976 14,091 3,904 529 2,476 635 2,209 1,369 373 147 555 341 147 134 940 86 247

Ending September:
1977 16,239 4,562 506 2,691 917 2,637 1,505 427 157 877 171 177 180 1,018 117 218

1978 17,992 4,992 665 3,125 1,192 3,104 1,554 392 144 835 197 180 210 1,082 115 205

1979 20,472 5,655 778 3,379 1,488 3,773 1,625 430 163 847 275 186 263 1,196 109 293

1980 23,311 6,412 775 3,685 1,989 4,202 1,875 462 198 1,101 320 121 332 1,318 81 440

1981 27,204 7,194 877 4,035 2,996 4,507 2,101 543 228 1,409 373 147 428 1,535 139 691

1982 29,399 7,670 974 4,427 3,467 4,979 2,086 492 226 1,438 400 160 406 1,599 133 853

19831 32,351 8,802 933 4,621 4,079 5,381 2,175 467 226 1,555 479 184 597 1,771 156 936

PERCENT CHANGE

Ending June:

1973 37.1 4.0 208.9 33.2 16.6 21.2 37.3 -26.6 478.1 29.6 4.2 19.0 37.5

1974 15.6 8.5 16.3 2.2 23.0 54.3 17.0 20.6 24.7 20.2 19.8 -8.6 24.0 17.1 35.1

1975 22.6 16.9 -.2 21.6 87.2 36.5 13.1 27.9 25.7 15.8 37.0 31.2 125.8 14.3 12.0

1976 15.1 15.7 30.6 1.7 67.1 17.2 11.8 10.0 15.7 48.8 -12.3 16.7 91.4 15.3 28.4 6.0

Ending September:

1977 15.2 16.9 10.8 8.7 44.4 19.4 9.9 14.5 6.8 58.0 -49.9 20.4 34.3 8.3 36.0 -11.7
1978 10.8 9.4 13.5 16.1 30.0 17.7 3.3 -8.2 -8.3 -4.8 15.2 1.7 16.7 6.3 -1.7 -6.0
1979 13.8 13.3 17.0 8.1 24.8 21.6 5.2 9.7 13.2 1.4 39.6 3.3 25.2 10.5 -.5.2 42.9

1980 13.9 13.4 -.4 9.1 33.7 11.4 14.7 7.4 21.5 30.0 16.4 -34.9 26.2 10.2 -25.7 50.2

1981 187 12.2 13.2 9.5 50.6 7.3 12.1 17.5 15.2 28.0 16.6 21.5 28.9 16.5 71.6 57.0

1982 8.1 6.6 11.1 9.7 15.7 10.5 -.7 -9.4 -.9 2.1 7.2 8.8 15.9 4.2 -4.3 23.4

1983 10.0 14.8 -4.2 4.4 17.7 8.1 4.3 -5.1 0 8.1 19.8 15.0 20.4 10.8 17.3 9.7

1 1983 data are preliminary figures. 22
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TABLE 7.-MEDICAID VENDOR PAYMENTS, BY RECIPIENTS ELIGIBILITY CATEGORY, FISCAL YEARS

1972-83

On millions]

Fiscal years

Adults in
Permanent Dependent family other title

Total iteo,62, Blindness and total children with
XD(disability undar 21 =t

Ending June:

1972 6,300 1,925 45 1,354 1,139 962 875
1973 8,639 3,235 65 Z 015 1,426 1,446 452
1974 9,983 3,691 80 2,388 1,694 1,704 425
1975 12,242 4,358 93 3,052 2,186 2,062 492
1976 14,091 4,910 96 3,824 2,431 2,288 542

Ending September:

1977 16,239 5,499 116 4,767 2,610 2,606 641
1978 17,992 6,308 116 5,505 2,748 2,673 643
1979 20,472 7,046 108 6,774 2,884 3,021 638
1980 23,311 8,739 124 7,497 3,123 3,231 596
1981 27,204 9,926 154 9,301 3,508 3,763 552
1982 29,399 10,739 172 10,233 3,473 4,093 689
19831 32,351 11,954 183 11,183 3,822 4,483 725

PERCENT CHANGE

Ending June:

1973 37.1 68.1 44.4 48.8 25.2 50.3 -48.3
1974 15.6 14.1 23.1 18.5 18.8 17.8 -6.0
1975 22.6 18.1 16.2 27.8 29.0 21.0 15.8
1976 15.1 12.7 3.2 25.3 11.2 11.0 10.2

Ending September:

1977 15 2 12.0 20.8 24.7 7.4 13.9 18.3
1978 10.8 14.7 0 15.5 5.3 2.6 .3
1979 13.8 11.7 -6.9 23.1 4.9 13.0 -.8
1980 13.9 24.0 14.8 10.7 8.3 7.0 -6.6
1981 16.7 13.6 24.2 24.1 12.3 16.5 -7.4
1982 8.1 8.2 11.7 10.0 -1.0 8.8 24.8
1983 10.0 11.3 6.4 9.3 10.0 9.5 5.2

' IRV data are preliminary figures.

TABLE 8.-UNDUPLICATED RECIPIENTS UNDER MEDICAID BY ELIGIBILITY CATEGORY, FISCAL YEARS

1972-83

[Recipients in thousands]

Fiscal years Total At 65 Blindness
PennaneM
and total
distiRly

children
under 21

Adults in

with
mily

with
dig=it

fto ft

Ending June:

1972 17,606 3,318 108 1,625 7,841 3,137 1,576
1972 19,622 3,496 101 1,804 8,659 4,066 1,495
1974 21,462 3,732 135 2,222 9,478 4,392 1,502
1975 22,007 3,615 109 2,355 9,598 4,529 1,800
1976 22,815 3,612 97 2,572 9,924 4,774 1,836

Ending September:

1977 22,831 3,636 92 2,710 9,651 4,785 1,959
1978 21,965 3,376 82 2,63i 9,376 4,643 1,852
1979 21,520 3,364 79 2,674 9,106 4,570 1,727
1980 21,605 3,440 92 2,C1..) 9,333 4,877 1,499
1981 21,980 3,367 86 2,993 9,581 5,187 1,364
1982. 21,603 3,240 84 2,806 9,563 5,356 1,434
1933 3 21,494 3,247 76 2,956 9,413 5,467 1,325

23



20

TABLE 8.-UNDUPLICATED RECIPIENTS UNDER MEDICAID BY ELIGIBILITY CATEGORY, FISCAL YEARS

1972-83-Continued

[Recipients in thousands]

Fiscal years Total 1
65

anted over
Blindness

Permanent

and total
disability

Dependent
children
under 21

Adults in
family
with

dependent
children

other title

X1

PERCENT CHANGE

Ending June:

1973 11.5 5.4 -6.5 11.0 10.4 29.6 -5.1

1974 9.4 6.8 33.7 23.2 9.5 8.0 .5

1975 2.3 -3.1 -19.3 6.0 1.3 3.1 19.8

1976 3.7 -.1 -11.0 9.2 3.4 5.4 2.0

Ending September:

1911 .1 .7 -5.2 5.4 -2.8 .2 6.7

1978 -3.8 -7.2 -10.9 -2.7 -2.8 -3.0 -5.5

1979 -2.0 -.1 -3.7 1.4 -2.8 -1.6 -6.7

1980 2 .4 2.0 16.5 5.2 2.2 6.4 -13.2

1981 1.7 -2.1 -6.5 6.2 2.7 6.4 -9.0

1982 -1.7 -3.8 -2.3 -6.1 -.2 3.3 5.1

1983 3
.5 .2 -9.5 5.3 -1.5 2.0 -7.6

TM decline in total recipients beginning in 1978 is primarily due to the declining enrollment In the AFDC program.

Beginning in fiscal year 1980 recipients categories do not add to unduplicated total due to the small number of reclpients that are in more

than 1 category doting the year.
3 1983 data are preliminary figures.
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TABLE 9.-NUMBER OF UNDUPLICATED RECIPIENTS UNDER MEDICAID BY TYPE OF MEDICAL SERVICES OUTLINED, FISCAL YEARS 1972-83

(Recipients in thousands]

Focal years Total

Inpatient

ircienreal

hospital

Inpatient

ircementsal

hospital

Sld had

nursing

SetViCOS

HT services

Ptricianivicesn nivicaspetW

Other
Pra

Naiad

poet
3wicesainic

healnelth

services
mriPre-bed

drugs
planning
services

Other caremufti NI Otters

Ending June:
1972 17,606 2,832 40 552 12,282 2,397 1,600 5,215 501 3,523 105 11,139 2,5311973 19,622 3,256 77 678 29 433 13,278 2,916 1,903 5,295 1,790 3,959 110 12,116 2,9741974 21,462 3,291 72 661 39 588 14,970 3,489 2,251 5,698 LI.% 4,121 144 14,240 3,8411975 22,007 3,432 67 630 69 682 15,198 3,944 2,673 7,437 1,086 4,738 343 14,155 1,217 2,9111976 22,815 3,551 83 637 89 724 15,624 4,405 2,846 8,482 1,283 5,239 319 14,883 1,278 2,942Ending September:

1977 22,832 3,768 84 641 107 754 16,074 4,656 2,963 8,619 1,664 5,494 371 15,370 1,338 3,2791978 21,964 3,782 76 639 104 740 15,668 4,485 3,082 8,628 1,400 5,684 376 15,188 1,295 2,9221979 21,520 3,608 74 610 114 766 15,163 4,401 3,011 7,710 1,497 5,332 359 14,283 1,206 2,6821980 21,605 3,680 66 609 121 789 13,765 4,652 3,234 9,705 1,531 3,212 392 13,707 1,129 2,5171981 21,980 3,703 90 623 151 762 14,403 5,173 3,582 10,018 1,755 3,822 402 14,256 1,473 2,3441982 21,603 3,530 72 559 149 765 13,894 4,868 3,223 9,853 1,702 3,814 377 13,547 1,506 2,4281983' 21,494 3,688 80 574 151 793 14,056 4,940 3,306 10,009 1,760 4,462 422 13,732 1,538 2,612

PERCENT CHANGE

Ending June:

1973 11.5 15.0 92.5 22.8 8.1 21.7 18.9 1.5 257.3 12.4 4.8 8.8 17.51974 9.4 1.1 -6.5 -2.5 34.4 35.8 12.7 19.7 18.3 7.6 5.6 4.1 30.9 17.5 29.21975 2.3 4.3 -6.9 -5.0 74.4 15.8 1.4 13.0 18.7 30.4 -42.6 15.0 138.2 -.7 -24.31976 3.7 3.5 22.4 1.1 29.0 6.2 2.9 11.7 6.5 14.1 18.1 10.6 -7.0 5.1 5.0 1.1Ending September:

1977 .1 6.1 1.2 0.6 20.2 4.1 2.9 5.7 4.1 1.6 29.7 4.9 16.3 3.3 4.7 11.51978 -3.8 .4 -9.5 -0.3 -2.8 -1.9 -2.5 -3.7 4.0 .1 -15.9 3.5 1.3 -1.2 -3.1 -10.91979 -2.0 -4.6 -2.6 -4.5 9.6 3.5 -3.2 -1.9 -2.3 -10.6 6.9 -6.2 -4.5 -6.0 -6.9 -8.21980 .4 2.1 -10.8 .2 6.1 3.0 -9.3 5.7 7.5 25.9 2.3 -39.8 9.2 -3.9 -6.4 -6.11981 1.7 .6 36.4 2.3 24.8 -3.4 4.6 11.2 10.8 3.2 14.6 19.0 2.6 4.0 30.5 . -6.91982 -1.7 -4.7 -20.0 -10.3 -1.3 .4 -3.5 -5.9 -10.0 -1.6 -3.0 -.2 -6.0 -5.0 2.2 3.61983 -.5 3.9 11.1 2.7 1.3 3.7 1.2 1.5 2.6 1.6 3.4 17.0 11.9 1.4 2.1 7.6

'1983 data are preliminary figure.
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Question 4. What data are currently available on changing utilization patterns of
Medicare, Medicaid, Older Americans Act, and Social Service and Community Serv-
ice Block Grants long term care and community services? At a minimum, please
estimate the number of elderly beneficiaries under the nursing home, home health
and community service components of these programs for each of the years 1979-
1985.

Answer.
Older Americans Act.-Attached are tables showing for Fiscal Years 1979 -1984 the

recipients for community services, including home health, under title HI of the Act.
This data is not available for Fiscal Year 1978. Since Fiscal Year 1985 is not yet

over, data collection for this year is not yet complete.
Social Services Block Grant -Attached are tables giving partial information for

block grant services.
For Fiscal Years 1978, 1979, and 1980, before title XX was ameaded to become the

block grant, the attached tables give general figures on numbers of recipients and
expenditures for the largest service categories, including homemaker and health re-
lated services.

For Fiscal Year 1981, during the transition from formula grant to the new block
grant, we do not have comparable tables.

For Fiscal Years 1982-1984, we have attached a table showing the number of
States planning to provide certain categories of services under the Social Services
Block Grant, as shown in their yearly pre-expenditure plans. Under the Block
Grant, States are not required to provide data on specific numbers of recipients or
expenditures in these plans.

OLDER AMERICANS ACT (FISCAL YEAR 1979) ESTIMATED PARTICIPATION IN SOCIAL SERVICES UNDER

TITLE III PROGRAM

Total served
Minority Low income

Number Percent Number Percent

Transpc, tation 2,218,822 444,595 20 1,154,233 52

Total home services 677,584 155,440 23 404,111 60

Homemaker 1 153,287 30,181 20 97,048 63

Home health 1106,300 27,207 26 65,354 61

Other 1 291,360 81,224 28 186,154 64

Legal 300,097 62,776 21 162,280 54

Residential repair and renovation 70,141 18,510 26 41,710 59

Information and referral 2,596,687 496,714 19 1,268,235 49

Escort 242,885 64,969 27 142,078 58

Outreach 1,575,573 297,287 19 785,581 50

All other 3,207,358 551,916 17 1,638,103 51

New York did not provide this breakout

Note.-Weighted average of minority participants, 20 percent Weighted average of low.income participants, 52 percent.

OLDER AMERICANS ACT (FISCAL YEAR 1980) SOCIAL SERVICES UNDER APPROVED AREA PLANS

Services provided

a. Transportation

b. Home services

Homemaker

Home health

Other

c. Legal and related counseling

d. Residential repair and renovation

e. Information and referral

f. Escort
g. Outreach

h. All other

Total persons
served

Minority served Low income served

Number Percent Number Percent

2,258,953 648,514 29 1,321,722 59

700,023 129,296 18 455,670 65

164,972 31,771 19 119,436 72

116,917 24,392 21 78,981 68

391,372 68,573 18 233,831 60

416,888 82,944 20 234,082 56

107,761 20,933 19 69,771 65

5,027,774 698,020 14 2,128,207 42

281,873 87,177 31 190,304 68

1,743,409 332,463 19 937,711 54

5,033,240 985,313 20 2,317,141 46

Note.-Weighted average of minority participants, 19 percent. Weighted mop of loincome participants, 49 Percent
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OLDER AMERICANS ACT-SOCIAL SERVICES PARTICIPATION

Per30111 mid

Nimbi Plant

FISCAL YEAR 1981

I. Estimated Persons served:
Service provided access:

Transportation
4,072,998

Outreach
2,290,093

Information and referral
Other

4,683,539
401,921

Inhome:
Homemaker

Home health aid
293,054

Vrsiting/telephone reassurance
726,638

Chore maintenance
O

167,483
ther

Community services:
193,603

Isgal
Escort

454,800
313,907

Residential repair/renovation
59,776

Health
820,745

Other
3,388,913

Services in care providing Wales
203,136

H. Estimated unduplicated persons served
A. Total persons served

(1) Greatest social needy
(2) Greatest economic needy

B. Total minority served

(1) American Indian /Alaskan Native
(2) Asian/Pacific Islander
(3) Black, not Hispanic
(4) Hispanic
(5) White, not Hispanic

FISCAL YEAR 1982

I. Estimated persons served:

Service provided access:
Transportation

Outreach

Information and referral
Other

Inhome:

Homemaker
563,029

Home health aid
166,909

Visiting/telephone reassurance
1,007,035

Chore maintenance
203,454

Other
275,260

Community services:

Legal
506,977

Escort
380,454

Residential repair/renovation
77,970

Health
816,793

Other
7,135,296

Services in care providing facilities
485,346

II. Estimated 'unduplicated persons served:
A. Total persons served

(1) Greatest social needy
(2) Greatest economic needy

B. Total minority served

(1) American Indian/Alaskan Native
(2) Asian/Pacific Islander
(3) Black, not Hispanic
(4) Hispanic
(5) White, not Hispanic

(6) Other

8,885,747
3,745,239 42.0
4,536,277 51.0
1,607,229 18.0

39,428 .4
150,109 2.0

1,052,762 12.0
350,390 4.0

7,278,518 82.0

6,834,299
2,464,325
5,373,406

946,581

9,160,079
4,076,123 44.0
4,727,926 52.0
1,653,980 18.0

46,266 .5
178,264 2.0

1,049,617 11.0

363.007 4.0
7,506,099 82.0
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OLDER AMERICANS ACT-SUPPORTIVE SERVICES PARTICIPATION

Per An wad

Number percent

FISCAL YEAR 1983

I. Estimated persons served:

Access:

Transportation 7,610,765

Outreach 2,172,533

Information and referral 5,195,66i

Other 1,968,783

In-home:

Homemaker 1,057,087

Home health aid 146,285

Visting/telephone reassurance 1,069,319

Chore maintenance 221,104

Other 329,031

Community services:

Legal
474,368

Escort 308,895

Residential repair/renovation 65,999 ..... .......

Health 966,946

Other 9,519752

Services in case proving facilities 447,692

II. Estimated unduplicated persons served:

k Total persons served 9,172,609 100

(1) Greatest social need 4,279,343 47

(2) Greatest economic need 4,704,978 51

B. Total minority served 1,625,390 18

C. Racial/ethic composition:
(1) American Indian/Alaskan Native 4,631 (1)

(2) Asian/Pacific Islander 156,470 2

(3) Black, not Hispanic 1,074,810 12

(4) Hispanic 353,479 4

(5) White, not Hispanic 7,547,219 82

FISCAL YEAR 1984

I. Estimated persons served:

Access:

Transportation 8,164,340

Outreach 2,189,228

Information and referral 5,541,794

Other 1,70826

In-home:

Homemaker 653,594

Home health aid 178,002

Visting/telephone reassurance 969,696

Chore maintenance 255,691

Other 33%236

Community services:

Legal 490,405

Escort 358095

Residential repair/renovation 86,579

Health 977,000

Other 9,981,245

Services in care providing facilities 398,120
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OLDER AMERICANS ACTSUPPORTIVE SERVICES PARTICIPATIONContinued

Posen mod

Norther want

II. Estimated unduplicated pasons saved:
A. Total persons saved 9,126,122 100

(1) Greatest social need 4,503,912 49
(2) &West economic need 4,262,782 47

B. Total mkarity seed 1,591,589 18
C. Racial/ethic composition:

(1) American Indian /Alaskan Nation 58,348 1

(2) Asian /Pacific Islander 133,053 1
(3) Black, not Hispanic 1,034,958 11
(4) Hispanic 371,230 4
(5) White, not Hispanic 7,528,533 82

GRANTS TO STATES FOR SERVICES, TITLE XX OF THE SOCIAL SECURITY ACT, FISCAL
Yraz 1978

The 10 services provided to the largest number of primary recipients during 1978
are noted below:

10 services to largest number of primary recipients
Service:

1 Auerage
Counseling services 549,200
Day care for children ' 435,700
Family planning services 415,600
Protective services for children 394,100
Health-related services 359,400
Case management 226,700
Homemaker services 224,100
Transportation services 189,500
Education and training services 188,700
Chore services 158,400

' Average number of primary recipients each quarter.

The 11 services for which expenditures were largest during FY 1978 are listed
below. These services amount to 79 percent of all expenditures under title XX. Child
day care was the source of the largest expenditures. For all other services, expendi-
tures range from $3.7 7 illion for transitional services, to $86 million for placement
services, as shown in Appendix L.

11 largest services, by cost
Service: Expenditures

Day care for children $731,347,000
Homemaker services 323,408,000
Protective services for children 266,849,000
Counseling services 241,710,000
Education and training services 209,467,000
Foster care for children 196,858,000
Chore services 155,588,000
Residential care and treatment 142,112,000
Health-related services 110,540,000
Employment-related services 97,990,000
Protective services for adults 95,820,000
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TITLE XX OF THE SOCIAL SECURITY ACTGRANTS TO STATES FOR SEXVICES, FISCAL
YEARS 1979 AND 1980

TABLE 2.-ANNUAL COST OF THE TITLE )0( SOCIAL SERVICES WITH THE HIGHEST EXPENDITURES,

FISCAL YEARS 1979-80

Fiscal year
Percent increase

or decrease
1979 1980

Types of Services:
Day care for children 1 $738,562,532 $743,391,111 +1
Homemaker services 1 391,596,375 410,928,036 +5
Protective services for children 1 351,774,534 383,116,468 +9
Counsermg services 1 251,879,569 239,913,425 5
Foster care for children 1 196,429,236 219,896,386 +12
Education and training 3errices 1 179,928,191 196,074,861 +9
Chore services 1 173,864,703 195,616,686 +13
Residential care and treatment 169,561,606 181,151,782 +7
Protective services for adults 1 108,905,541 104,154,875 4
Placement services 1 98,827,477 126,649,440 +28

1 of 12 services piovided to the target number of primary rcipients. See table 3.

Table 3 below ranks the 12 services provided to the greatest number of primary
recipients during fiscal year 1979 and 1980.

TABLE 3.-12 SERVICES PROVIDED TO THE LARGEST NUMBER OF PRIMARY RECIPIENTS

Focal year-
Percent

chant'
1979 1910

Services:
Counseling services 1 543,000 577,900 +6
Family planning services 506,300 563,200 +11
Protective services for children 1 448,400 483,200 +8
Day care for children 422,300 437,000 +3
Health-related services 396,800 283,900 28
Case management 260,200 293,100 +13
Homemaker services 1 248,600 275,500 +11
Transportation services 181,700 168,800 7
Education and training services 1 163,200 145,600 11
Protective services for adults' 151,300 147,600 2
Foster care for children 1 144,600 135,700 6
Chore mica 1 134,500 129,500 4

11 of 10 services with the highest expel hums. See table 2.

TITLE XX OF ME SOCIAL SECURITY ACT SociaL SERVICES BLOCK GRANT, FISCAL
YEARS 1982-85

TABLE 4.-COMPARISON OF THE NUMBER OF STATES OFFERING SELECTED SERVICES FOR

FY 1982-85

Focal year-

1982 1983 1984 1985

Services:

Adoption 43 36 38 37

Counseling 48 30 28 32

Day care:

Adults 41 37 29 26

Children 54 50 50 52

Disabled services 24 36 36 39

O
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TABLE 4.COMPARISON OF THE NUMBER OF STATES OFFERING SELECTED SERVICES FOR FY

1982-85--Continued

Fiscal year-

1982 1983 1964 1915

ServiceContinued

Employment, education, and training 40 28 31 31
Family planning 47 35 31 33
Foster care:

Adult 18 25 20 16
Children 36 34 34 33

Health related services 37 26 23 27
Home basil services , 54 51 51 55
Home delivered/congregate meals 28 23 24 24
Haring services 22 14 12 13
Information and referral 52 36 34 37
Legal services 20 17 16 18
Placement services 27 18 13 19
Prevention and intervention services 2 11 28 26
Protective and emergency:

Adults 48 44 45 42
Children 52 52 47 46

Residential care/treatment 23 19 26 24
Special services for children and youth 19 24 22
Social support services 3 27 30 30
Substance abuse services 14 7 14 145
Transportation services 36 25 25 29
Services for unmarried parents 15 5 27 35
Other 4

5 27 '35
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Preettionfintwentice vices indedt hwastigationAntwintion, assessment, far* contend on Intannation, haw "Art and
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Other wends Inds* Services to MI kinks or status otteadars,-- -1WauvIcs conectiond molt superkion, and

Soda' snort mkt indocile Socialization, neroodon, eampal!..i.trtrItialWilk sitiatclonronaciFilmot
and fleandal

reentry swims to a:offenders, work two, gm home care, dry bittmont, aced webs Is triaponies.

rote. H =55 Inducts 50 States, the District of Columbia, and the 4 MOON ems.

Question 5. Despite the increasing demand for nursing home and, by extrapola-
tion, home health services, a recent survey undertaken for the Committee of Medi-
care providers indicates that denial rates are increasing.

Does the Department have data suggesting otherwise? How do you reconcile by
creasing numbers of long term care claimants and heavier care needs with increas-
ing denial rates?

Please also provide estimates of denial and reversal rates for Medicare and Medic-
aid claims for long term care services between 1978 and 1985.

Answer. No. Current available data indicate Medicare denial rates are increasing
for both SNF and HHA. services. Denial rates (measured in terms of denial notices
expressed as a percentage of claims processed) for the first year of recorded experi-
ence (Fiscal Year 1979) through the most recent period for which data are available
(first 6 months of Fiscal Year 1985) are shown below.

a

SOF OHA

Fiscal year:

1979 30.3 1.9
1980 33.9 2.2
1981 35.5 2.2
1982 33.5 1.5
1983 30.6 1.2
1984 31.9 1.6
19851 33.1 2.0

1st 6 mo. only.
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A factor contributing to the relatively high SNF denial rates shown above is that
there are a number of States that require SNFs to submit routinely their claims to
Medicare first before the claims can be considered for payment under the Medicaid
program. For example, one such State is New York where the denial rate for Medi-
care SNF claims was about 57 percent in Fiscal Year 1984. New York's Medicare
SNF denials accounted for about 22 percent of the national total and therefore had
a significant impact on the national statistics in this area.

No denial data are available for Medicaid SNF and HHA services.

SNF AND HHA RECONSIDERATIONS AND REVERSALS

Fiscal year
homsider-

Aces WWI tI
RPlenali

nu sal Percent*

SNF:

1983 13,374 2,068 15.5

1984 24,030 3,212 13.4

1985 12,226 2,009 16.4

HHA:

1983 2,483 462 18.6

1984 4,970 1,090 21.9

1985 3,193 671 21.1

Note.Data me not available prior to 1983. Fecal year 1983 data may be unreliable because al systems changes and the focal par 1915 data
consists of crity cases M the system to date. September 4, 1915.

The CHAIRMAN. The Chair now recognizes Mr. Regula.
Mr. REGULA. Thank you, Mr. Chairman. First of all, I would like

unanimous consent to insert into the record the statement of Con-
gressman Hammerschmidt at this point.

The CHAIRMAN. Without objection it will be ordered.
[The prepared statement of Mr. Hammerschraidt follows:]

THE PREPARED STATEMENT OF REPRESENTATIVE JOHN PAUL Hasamzescassurr

Mr..Chairman, although I don't poeeees any empirical data, discussions and anec-
dotal information from my State of Arkansas Medical Services and Human Services
Departments indicate that there's been a greater need for home health services
since the implementation of the prospective payment system.

Officials in our title XX office did not have a precise client count but they are
trying to respond to a trend that neceesitates more home health care and attendant
care services. Title XX funds have decreased almost 19 percent in Arkansas since
the block grants were instituted in 1981. The money for theee increased home
health services has had to come from the transfer of funds from the Low Income
Energy Assistance Program. Additional home health moneys have come from a re-
assigning of funds from the title XX socialization programs which provide group
meals, counseling, casework, and social activities to a healthier group of low income
older persons.

You might be interested to know that the State of Arkansas has not applied for
the 2176 waiver program; this was not due to a lack of need or interest.

Before the waivers, States were restricted by statutory language which precluded
most kinds of community care. The importance of the waiver, as it was established
in the law, was that it would provide States with an opportunity to develop better
community care services and diminish the institutional bias that is inherent in the
Medicaid Program. But, as I understand it, the regulations, particularly the March
13th final regulations, contain so many restrictions, require so many assurances and
so much documentation they make the entire program infeasible. As an original co-
sponsor of the Medicaid Community Care Act, on which this provision was based,
and a strong supporter of home heath care, I find this final product a great disap-
pointment.

I have been in touch with one of the area agencies on aging in my district that
has kept precise records on its provision of home health care and related services
over the past 3 years. Although the director could not say that all the increased
demand for services could be attributed to the prospective payment system, there
was a strong sense that it accounted for a significant part of the increased utilize-
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tion. I would like to place these figures, which clearly demonstrate increased need,
in the record.

In the category of case management: in 1982-2,337; in 1983-2,751; in 1984-3,216
clients.

In the category of home delivered meals: in 1982-71,854; in 1983-89,509; in
1984-113,616 home delivered meals served.

In the category of personal care clients: in 1982-1,317; in 1983-1,396; in 1984-
1,822 clients.

Mr. Chairman, I commend you for holding this hearing which gives us a good op-
portunity to look at a variety of programs which have the potential to improve the
elderly's access to long-term care and community services. I look forward to hearing
from our expert witnesses about their experiences with these programs and to hear
their recommendations for ways to improve them.

STATEMENT OF REPRESENTATIVE RALPH REGULA
Mr. REGULA. I commend you for calling this hearing, Mr. Chair-

man. I think that health care for the eldrly is one of the frontiers
in terms of the services needed. It has much potential because it
meets the concerns of the elderly. It meets their concern for want-
ing to stay in their homes as long as possible. If they have support
services from the community, both social and medical, they have
the potential for staying in a home environment for a longer period
of time.

During the July recess I had a senior citizens seminar and one of
the concerns expressed at that hearing was a need for more home
health care, and particularly for care where patients are dis-
charged at an early point in an illness. The implementation of the
DRG Program has resulted in many instances of seniors leaving
the hospital environment, perhaps earlier than they should and as
a result it is important that there be home care facilities available.

Also, I think it is important that we give the States and local
communities greater flexibility in implementing the Medicare Pro-
grams.. I suspect that if we were to do this, we would find some in-
novative work being done by States in an effort to not only im-
prove the quality of care, but at the same time reduce the cost. So
the potential of this hearing is great.

I look forward to hearing from the witnesses. I yield back.
The CHAIRMAN. Thank you very much.
I have several statements submitted by members of the commit-

tee that I would like to have inserted in the record at this point.
Hearing no objection, so ordered.

[The prepared statements of Representatives Bonker, Lloyd,
Oakar, Synar, Skelton, Hertel, Manton, and Snowe follow:]

PREPARED STATEMENT OF REPRESENTATIVE DON BONKER

Mr. Chairman, I congratulate you for calling this hearing today which is both
timely and a matter of great importance to our older citizens. As a long time
member of this Committee, I welcome this opportunity to voice my concerns about
recent health care cost containment measures and the impact these measures are
having on our elderly population.

Clearly, our nation faces the dilemma and complexities of providing for a growing
number of older people who are living longer and healthier lives, yet in need of
access to acute and in many cases, chronic health care services. The runaway infla-
tion of health costs in this country, and the impending insolvency of the medicare
trust fund have compelled many of us in Congress to reassess both tho way health
care services are being provided to older people, as well as the method of reimburs-
ing for such care. Cost savings measures are necessary, but I am equally concerned

52-706 0 - 85 - 2



30

that recent cutbacks and regulatory changes that have been proposed may be short-
sighted and, in the long run, represent an approach that is "penny-wise and pound-
foolish." In our efforts to contain costa, we may be limiting access to the continuum
of health care and community support options. Options which are essential in order
to reduce orat the very leastdelay the more expensive institutional care alterna-
tive.

Over the past four years, the Medicare program has been a prime target for budg-
etary savings and regulatory reform. The most recent change will directly affect
home health reimbursement that assist homebound older citizens to get back on
their feet. I find it ironic that such harsh changes are being proposed at a time
when we are attempting to reduce the length of stays in hospitals and rely more
heavily on the services of home health agencies. The enactment of the Medicare
Prospective Payment Plan System, (PPS), as documented by the recent GAO report,
has indeed reduced hospital days. At the same time, however, the data show that
the PPS has increased the number of frail older patients who are in need of home
health services. What will happen when more and more older people are released
into the community with fewer and/or more restrictive health care options?

From my own state of Washington, I have witneesed the succees of the Compre-
hensive Options Program Entry System (COPES), a Medicaid 2176 Home and Com-
munity-based waiver program. COPES currently serves over 1500 clients in the
State, and provides the opportunity for these clients to undergo a comprehensive as-
sessment, followed by a carefully engineered plan of care. Services range from per-
sonal care to the more intensive daycare and congregate care programs.

In spite of the perceived success of this waiver program, I am concerned that the
regulations published in March may seriously hamper its effectivenees. Additional-
ly, we have learned that states are encountering great difficulties in applying for
and renewing waivers. Congrees desinged the 2176 waiver option to provide stated
with the flexibility to created community-based alternatives that would keep older
persons out of nursing homes. I fear that HCFA regulations fly in the face of Con-
gressional intent and have created a bureaucratic tangle for the states who are at-
tempting to develop such effective programming.

I have reviewed much of the quantitative data concerning the savings resulting
from these cost containment measures. Our present concern, however, must focus
on the qualitative aspects of these measures"the human impact" on those benefi-
ciaries who are seeking access to community health services. I look forward to hear-
big our witnesses today address these issues.

PREPARED STATEMENT OF REPRESENTATIVE MARILYN LLOYD

Thank you, Mr. Chairman: As this Committee well knows, I have consistently op-
posed any reductions in benefits received by this nation's elderly. And naturally, I
oppose reductions in Medicare benefits.

Our older citizens deserve better. Every year, these people are caused anxiety,
when the budget or deficit reduction issues are being examined. It is at these times
each year, that searches for savings lead to a call for reductions in Social Security
reductions in Medicare.

I think the time has come for us to realize that cutting benefits for our senior
citizens is not the solution to our deficit problems. These people have made their
contributions to the programs.

In 1980, the average Social Security payment for a married retiree was $513. In
1985, the deductible form Medicare is $400. In addition, 20 percent of all profession-
al services, i.e. doctor's fees and professional fees for x-rays and laboratory work, are
obligations of the patient. Hence, a minor hospital stay of say, five days, can cost a
retiree all of that month's income plus some of his savings. What is he expected to
live on?

Granted, many of us could be wiped out by an extended hospital stay, but most of
us are earning a livingand probably have better health care coverage than Medi-
care provides. Retired persons are on fixed incomes, the only raise they can hope for
is through us, and yet we are the ones talking about reductions every year. Surely
there is a better way to treat our elderly.

Additionally, projections indicate that the Medicare deductible will go up to $470
next year.

We all know that a lot of Social Security/Medicare recipients have supplemental
insurance. But those that doet are generally those who can't afford it. If they
cannot afford the premiums for supplemental insurance, how on earth can they
afford their portion of medical bills if they get ill?
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We must care for our older citizens. We must consider other alternatives for
saving money. Dollars is not the only element in this issue. The bigger, more impor-
tant element is people. These people deserve our full support and fighting abilities.
Let's see that they get them.

PREPARED STATEMENT OF REPRESENTATIVE MARY ROSE OAXAR

Thank you Mr. Chairman: I want to commend you for convening this hearing
today on health care cost containment efforts and their impact on the elderly.

Certainly, there can be no question that health care cost inflation must be con-
, trolled. Our country today devotes more than 10 percent of the gross national prod-

uct to pay for health care. For elderly and low income persons, health care costs
impose an even greater financial burden. Inflation has eroded Medicare coverage to
the point where seniors now spend more than 15 percent of their income on health
care, the level they were spending before Medicare existed. For the 30 million poor
and unemployed Americans who have no medical insurance at all, health care is
completely unaffordable and dangerously inaccessible. Health cost containment is
absolutely essential if we are to guarantee access to care and ensure the affordabil-
ity or our public health programs.

However in our effort to control costs, we must guard against two very severe
dangers. First we must make certain that our cost containmemt reforms do not in-
advertently create new barriers to health care. An example of what can happen in
this regard call be seen in the new Medicare hospital reimbursement system. The
Medicare prospective payment system has begun to slow the growth in Medicare
hospital spending, in part by encouraging the earlier discharge of elderly patients
from hospitals. With the onset of prospective payment, though, we have not seen
sufficient expansion of Medicare home health services to ensure adequate care for
newly-discharged patients who must complete their convalescence away from the
hospital. It is fine to save costs by discouraging institutional care when it is not nec-
essary. At the same time, however, we must ensure that care which is necessaryin
the home or the community or in some other settingis also available.

The other danger we must guard against is losing sight of the real purpose of cost
containment. In the last five years, the Reagan Administration has used cost con-
tainment as an excuse to justify harmful cuts in Medicare benefits and eligibility
cuts that ultimately will lead to higher costs. Recently, we have seen the President's
budget proposal to increase copayments for home care under Medicare, a move that
would discourage the use of this needed and cost effective care. In addition, we have
seen the Administration's latest order to reduce Medicare reimbursement to home
care providers. In my own district, the Administration's new reimbursement formu-
la could reduce the availability of home care services by up to 10 percent. We must
allow these kinds of attacks on the Medicare program to hide behind the name of
cost containment. Our senior citizens deserve constructive solutions to protect their
health care program, not destructive proposals to obliterate it.

Mr. Chairman, I am confident that, under your fine leadership, we will continue
to make progress toward making health care for the elderly both more accessible
and more affordable. I appreciate the contribution of this hearing in that regard,
and I look forward to hearing the statements of our distinguished witnesses.

PREPARED STATEMENT OF REPRESENTATIVE MIKE SYNAR

Mr. Chairman, I am pleased to participate in these hearings today. As this Com-
mittee heard in February, there is a lack of information about how the changes in
medicare reimbursement practices are affecting the availability of quality health
care for senior citizens. The information we hear today will be invaluable to the
Committee and the Task Force on the Rural Elderly as we address this issue.

As Chairman of the Task Force on the Rural Elderly, I am particularly concerned
about the lack of long-term care facilities in rural areas and the increased demand
for these services as a result of PPS and DRG's. The survey the Task Force on the
Rural Elderly as we addreess this issue.

As Chairman of the Task Force on the Rural Elderly, I am particularly concerned
about the lack of long-term care facilities in rural areas and the increased demand
for these services as a result of PPS and DRG's. The survey the Task Force released
during February's hearing showed that over 50% of state aging offices responding
believe that existing skilled nursing care is not adequate to meet the needs of dis-
charged patients in rural areas. Over two-thirds of the respondents said that nurs-
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ing homes don't have adequate personnel to provide care in rural areas since the
implementation of PPS.

I'm concerned that reimbursement freezes and the proposed waiver of liability
provisions are limiting the quality of care and services that nursing homes and
home health providers can afford to offer. We should be encouraging this much-
needed health care service, instead of discouraging providers from participating' in
the few public programs that cover long-term care services.

I want to thank all of our witnesses for taking the time to appear before the Com-
mittee today. I am looking forward to hearing what they have to say about this im-
portant problem.

PREPARED STATEMENT OF REPRESENTATIVE IKE SKELTON

Mr. Chairman, in late March I chaired a hearing of the Health and Long-term
subcommittee in my district that examined how Medicare's _prospective payment
system and related programs are affecting the medical care Missouri's senior citi-
zens receive. My colleague Tom Tauke and I heard about many serious problems,
like rules which require senior citizens from rural areas to return home the same
day they undergo physically exhaustmg diagnostic procedures, regardless of the dis-
tance they have to travel and the availabilty of family members to assist them. The
testimony we heard that day convinced me that, despite our clear intentions,
changes we made in the Medicare program are adversely affecting the quality of
care provided to our senior citizens.

Why is this? After all, we took great pains to include safegiuirds that, together
with fair payment rates, should have prevented many of the problems we will hear
about today. I believe the answer lies m an over-zealous bureaucracy which is using
the changes we made to improperly cut Medicare expenditures without regard to
the effect those cuts are having on our senior citizens. Indeed, those currently
charged with administering the Medicare program recently pouted publicly in the
Federal Register because a federal judge ordered them to issue rules implementing
a provision of the law which requires payment adjustmenta for hospitals that serve
disproportionately high numbers of the elderly and poor.

Mr. Chairman, it is most appropriate that we are holding this hearing just days
before we mark the 20th Anniversary of the Medicare program. I believe the inter-
est we show in the problems senior citizens are encountering reaffirms our commit-
ment to assuring that the gains Medicare has brought in the access of older Ameri-
cans to affordable, high-quality health care will not be sacrificed as we continue our
effort to control the costs of the grogram.

PREPARED STATEMENT OF REPRESENTATIVE DENNIS M. Hum

As this committee begins to review the effect of health care cost containment of
the elderly, I want to highlight an industry which, while well suited to aseit the
elderly in their own homes, is restrained by recent changes in the Medicare pro-
gram. The industry I refer to is the home care medical equipment suppliers. My
constituent, Mr. Sanford J. Linden, President of Linden Home Health Care, Inc. has
brough to my attention the effect of these changes on the elderly. Mr. Linden is also
the current President of the National Association of Medical Equipment Suppliers,
which has prepared a staternAnt identifying the effect on beneficiaries of the recent
and proposed Medicare durable medical equipment benefit changes. Mr. Chairman,
I ask that the NAMES statement be admitted to the record and thank you for the
opportunity to provide my opening remarks.

PREPARED STATEMENT OF REPRESENTATIVE THOMAS J. MANTON

Mr. Chairman, I would first like to commend you for holding today's important
hearing. In February we heard testimony regarding the impact of the prospective
payment system and D.R.G.'s on the quality of health care. I'm pleased that the
committee is continuing its examination of the impact of cost containment of the
quality of care given to older Americans.

As we have heard many times in this committee, and as I have heard often from
my constituents in New York, one the major effects of the prospective payment
system has been the early discharge of patients from hospitals. As a result, there
has been an increase in the need for alternative or additional care at nursing homes
and home health care centers. However, despite the increased health needs of older
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Americans, there have been a number of budget cutbacks which limit the ability of
States and local communities to provide alternative care. Several new regulations
for Medicare and Medicaid have made it increasingly difficult for providers to par-
ticipate in programs that cover long term care sevices. In addition, according to in-
formation provided by the chairman, regulations proposed by HCFA would further
discourage partial or full participation of providers in the Medicare system. I am
concerned that while older Americans are leaving hospitals sooner, the long-term
care system's ability to provide services is being weakened by the administration's
actions.

We all recognize the importance and the need for health care cost containment. It
is essential that the administration and the Congress take responsible steps to ad-.
dress the problem. However, we must rejected cost containment measures that
result in limited access for older Americans to essential services.

I recently received a letter from a constituent who works in the health care field.
One of her concerns was the shortage of long term care facilities within the commu-
nity. I believe that her question is one that is particularly relevant to today's hear-
ing. If the administration continues on its present course, will my constituents'
access to health care services be further limited?

Mr. Chairman, the cost of health care has increased dramatically as has the
amount of our Nation's resources spent on health care. In 1960, health care made
up 5.3 percent of the gross national product. By 1982 that figure had almost doubled
to 10.5 percent. In 1982 the Federal Government paid 68 percent of the share of
public health expenditures, largely through Medicare and Medicaid. Clearly, then,
we have a responsibility to control health care costa. However, these measures must
not result in older Americans being deprived of important health and social serv-
ices. While I agree with the administration's desire to contain health care costs, I
am opposed to measures that result in denying older Americans needed and rightful
health care coverage and limits their accessibility to essential services.

PREPARED STATEMENT OF REPRESENTATIVE OLYMPIA J. Sow
Thank you, Mr. Chairman for holding these hearings on health care cost contain-

ment. Increasingly, the issue surrounding health care and our ability and willing-
ness to pay for care are becoming topics of great concern.

In 1983, health care expenditures in the United States totaled over $355 billion,
an average of $1,459 per person and about 11% of the gross national product. In
that same year, the Department of Health and Human Services implemented cost
containment measures for hospitals based on diagnosis related groups (DRGs). As a
result of DRGs, the rate of inflation of hospital costs has decreased for the first time
since the implementation of wage and price controls in 1972 and 1973. Thus, it ap-
pears that the DRGs have been successful in containing coots.

Quality is not so easily measured, however. We have heard from the General Ac-
counting Office and from those of you who provide the needed services in our com-
munities that the elderly are being released "sicker and quicker". Me do know that
the average stay per patient is down s*nificantly and it appears that the majority
of the cost savings in hospitals is based on the diminished stay per admission. The
question then becomes, are those who are released earlier being released too early,
or is it simply that hospitals were keeping patients too long prior to the implemen-
tation of the DRGs. Clearly what we do not want is an inappropriate cost Bluffing to
community based care if the patient is not appropriately suited to being cared for
outside of the hospital

Additionally, there has been concern that the DRGs do not permit enough lati-
tude in the care of the older patient. On July 4th, in the Washington Post an article
appeared in which a Johns Hopkins researcher indicated the need for DRGs to in-
clude a measure of severity. In my own state of Maine, many questions have been
raised about the need of DRGs to take into consideration the rurality of an area.
Others have suggested that DRGs should be more sensitive to age factors and other
issue that increase risk.

I am pleased that we can continue the dialogue that was begun in February of
this year. I think it is important that we sort out the effects of the DRGs and the
extent to which quality care can be delivered under a system of cost containment.

The CHAIRMAN. The first witness this morning is going to be the
Honorable William Donald Schaefer, who is the mayor of the city
of Baltimore. He is here also representing the U.S. Conference of
Mayors.
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Mayor Schaefer, would you please proceed in any manner that
you may desire?

[Due to the fact Mayor Schaefer chose not to use a microphone,
his testimony may appear garbled because of the inability of the
reporter to record it.]

STATEMENT OF HON. WILLIAM DONALD SCHAEFER, MAYOR,
CITY OF BALTIMORE, MD; REPRESENTING THE U.S. CONFER-
ENCE OF MAYORS

Mr. SCHAEFER. Thank you very much, Mr. Chairman, and let me
say that I amI was going to say that I am delighted to be here. I
am also elected, so I wonder if it is a delight to be here or not.

I am here to talk about the elderly today, here to talk about the
poor and those who are in need. I am not going to say anything
that you don't already know. I am not going to give you any pearls
of wisdom. I am not going to tell you anything that you haven't
really 1Seen if you have seen people in your communities. I riol not
going to give you anything new. I am just going to say to you reve-
nue sharingI cry my heart out when Congress was giving our
revenue sharing away, $17 million that we will have to make up
for the tax base, the highest in the State.

And now I am here to talk about the poor. And I am here to talk
about tha elderly and the needs of the elderly and where to go
from here,

With your permission, rather than reading a statement, I would
like to refer to some charts and tell you some of the facts about the
city of Baltimore as I see themabout the poor and elderly as I
seem them and about the concern that I have and what can we do.

When the Governor comes and he wants to interrupt me, I will
be more than glad to sit down, because I would like to hear the
testimony of the Governor and hear what he has to say. So it won't
make me feel bad if you say, "Mayor, sit down and let the Gover-
nor speak." That will be OK.

Today I drove from my home down Mulberry Street, and I looked
to the left and to the right, and there was a Catholic charity
agency. In front of it were four or five women, homeless women;
some of them ages 50, 55, and 60. I see one woman there every day,
every day. She needs helpmedical help, psychological help, what-
ever it might be, the Catholic charity is providing.

I thought about her, and I thought what can I do? I think about
the State of Maryland that said we are going to take all of the
people out of the mental institutions who shouldn't be there be-
cause the law shouldn't keep them in, and then we are going to
send them out into the community right down to Baltimore City,
right down to the city where there is no followup, no one to follow
what has happened to those people, and I have concern about that.

Last night, I discussed my appearance before your committee
with the Health Commissioner. The Health Commissioner is Dr.
Susan Guarnieri. And I saw her worried. I saw her concerned. I
saw her frustrated, and I saw her concern because she was worried
about the elderly and what was happening to them medically. And
I worried about what was happening to them medically, but I also
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worried about what was happening to them as far as food was con-
cerned. I also worried about them on housing. I also worried about
them on transportation. There are a lot of problems; we are going
to center on medical problems of the elderly today.

The problems of the elderly are not new. We, the health commis-
sioner, all of us, are working hard to make sure that we all live
longer. We all want to live longer, but with our length of living,
there should be some peace of mind, some feeling that if I live
longer, I am not going to have to worry myself to death about
whether I have a house, whether I have medical care, whether any-
body cares about me.

After speaking last night with Dr. Guarnieri, I thought about
me. I am a senior citizen. I live in my own house. I live alone. If I
get sick and I go to the hospital and I am sent home, and I am in
need of care, who do I go to? Who will come in and say to me, "I'll
put the drops in your eyes." Who will come over to me and say,
"I'll see that your pill is taken care of." Who will come over to me
and say to me, "Schaefer, I'll take care of the food." And I thought
about me last night, and I thought about all of you. Everyone here
is going to get older. I see all of these young people today, and I see
all of them standing around, and I think your knees don't hurt you
yet. You don't have that difficulty of stepping up on the curb.
There isn't arthritis in your fingers. Then my thoughts turn again
to the elderly. I worry about their aches and pains and what can
we do for them.

We must walk. We must bathe. We must dress. We must shop.
We must eat. We must worry about our medical problems. Then,
last night, I again said to myself, what am I going to say when I go
to Washington? You have got so many problems, and I coming over
and I am going to give you another one. I am going to tell you
about the problems of the elderly and the poor. And you have got
problems running out your ears. You have got problems with the
budget. You have got problems of defense.

OK, let's take a look at Baltimore.
Nationally, the data shows a tremendous growth in the elderly

population in the next several decades. You know that. In Balti-
more City the elderly population is large. Already our 65-year-old
population is 13 percent of the city's total population. That is
100,000 people. By 1990 it will be 106,000, about 15 percent. Twenty
percent of Maryland's elderly live in Baltimore City. The elderly
population is growing older. In the 1980's alone, the population
over 75 grew by 19 percent. In 1980 it was 39,000. In 1985 it was
46,000.

Unfortunately for Baltimore, this is where the elderly poor con-
gregate. And you don't say, well, they are your poor. Take care of
them. Why should you ask anybody else anywhere else to help you
take care of the poor?

Eighteen percent of the elderly population has incomes below the
poverty level of $4,400. Forty percent of Maryland's poor live,
again, in Baltimore City. The very poor and the near poor are the
people who are the biggest problems getting access to needed care.

Now how are the elderly going to pay for the needed services?
Look at some of the changes in the past year. When the Medicare
Program was enacted in the sixties, some people thought it would
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be the answer to the elderly's medical problem. Today, under Medi-
care, a hospital stay costs almost 200 percent as much as it did in
1981$204 in 1981, $400 in 1985.

Pressure is being put on hospitals to reduce costs through short-
er hospital visits. There is a problem that I will get to in a
moment.

Overall the Medicare Program, which was developed to take the
burden off the elderly for health costs now only pays 44 percent of
the total health care costs for the elderly.

Chart No. 3 talks about Medicaid. There were $4 billion in cuts
nationally in 1981 and 1982 under this program. In addition, more
pressure has been put on Medicaid to pick up the cost of cuts in
the Medicare Program. Thirty-six percent of Maryland's Medicaid
Program is now being paid for by the elderly, $222 million for 65
and older. Maryland's Medicaid Program is struggling and not suc-
ceeding. This program was originally designed for the poor overall,
and it is now a fact that Medicaid can't pay for it all.

All right, who needs help? The elderly getting out of the hospi-
tals. Why are they getting out of the hospitals? Because hospitals
have a financial incentive to send them home. Sickly elderly go
home from the hospital before they are ready to go home, and to
homes not equipped to handle them. And I use the example of the
Mayor of Baltimore City. If I go home, there is no one there to care
for me. What happens to me? If elderly people are to be released
early from hospitals, we must at least provide medical care as soon
as the patient leaves the hospital.

Chart No. 4, what else is happening to the elderly? Hospital
costs. Two-sided coinhospital costs going up, length of stay going
down. Demand for home health care going up, and please don't
misunderstand me. I am all for getting people out of hospitals as
soon as they are able. Unnecessary hospital stays represent costs
that can and should be cut, demand for community service going
up as well.

What else is happening to the elderly? Senior citizen centers
the budgets are frozen. Transportation cost subsidies for the elderly
are frozen. Less trips to the store, to the recreation centers, to nu-
trition programs Housing for the elderly is virtually curtailed. All
those problems are problems of the elderly. These are the problems
we are looking at.

Now, let me go to the local picture. Nursing home placement is
increasingly difficult.

Susan Guarnieri tells me that nursing homes have 95 percent oc-
cupancy in Baltimore. So it isn't easy to get into a nursing home.
And some people released from hospitals don't have to go to a nurs-
ing home. They can go directly to their home if there is somebody
there to provide the care for them. Medicaid does not cover services
adequately. The State provides only limited alternatives to Medic-
aid.

Let me tell you about the State. I am a mayor. I said to the Gov-
ernor, "Governor, when I have a problem, I come to you. You have
a problem, you go to the President." The Governor sort of laughed
at me. There is a responsibility on all of us, the Federal Govern-
ment, the State Government, and I can't say it is all your responsi-
bility. I have got to do something, too. I told Dr. Guarnieri suppose
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you decide that you are not going to do anything; suppose the Gov-
ernor just says, "I am not going to do anything," the poor, needy
elderly are still there and somebody must do something.

I said to her last night, when I go, I want us to be able to say
what we are doing.

The community pays for services for the elderly. If you took
away the Catholic charities and the Jewish charities and all the
other charity organizations, where would we be? But there is a
limit to what they can do. There has to be a coordination between
all of those agencies so that when an elderly person gets out of the
hospital, somebody picks them up, whether it is the Jewish organi-
zation, the Protestant organization, whoever it might be.

Let me give you a couple of cases. These were Baltimore City
cases. Dr. Guarnieri reported to me. OK, first a cataract patient no
longer hospitalized, no after care services, sent home literally
blind, literally blind. And I think again, suppose it was me. Off
comes the cataract, home I go, and I have got to walk up and down
the steps. No one worries about what is going to happen to me. I
can't call Dr. Guarnieri every 10 minutes and say, "Susan, come
out and take care of me. Tell me what I am going to do with my
eyes."

Somewhere along the line, there is an answer, not to a nursing
home or not longer stay, but there is an interim. And it can be
done. Take my second case, an elderly couple. This couple is basi-
cally homebound, the husband is 68, suffering from emphysema, ar-
thritis and has to use portable oxygen. Wife, 62, leg amputee, con-
fined to a wheel chair. Both are taking prescription medication for
chronic illness and are receiving home care services from the
Catholic charity. They were also receiving Medicaid coverage until
thy applied for disability benefits to increase their income. They
were terminated from Medicaid as a result of a complaint that the
additional income disqualified them for Medicare.

The 'last one, a 76-year-old woman was admitted to a local hospi-
tal with a history of heart failure and heart disease; discharged
with no in home medical assistant nor other needed services; found
in home alone 5 or 6 days later, second heart attack. She now goes
to the hospital for extended care. Maybe had somebody been able
to get to her earlier, maybe she would have been able to be helped.
I don't know. I am not positive.

All right, whose responsibility? Dr. Guarnieri said to me last
night it is the State and the Federal Government. And I say, OK,
suppose nothing is done, shift it back to us? My conscience will be
all right because I will say it is your responsibility. My conscience
will be all right because I'll say I can't do everything for you. I
don't know whether you think I am concerned or not. I am. I lis-
tened to her last night. I really listened to her last night. Whose
responsibility is it? Whose going to pay? Money is not enough, we
don't have enough for the programs. We must keep the poor people
out of the hospital. We must keep them cut of nursing homes, all
of which I have said before.

The people should go to their homes, special home services.
Agencies in Baltimore are now providing care but not nearly
enough care.
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Well, let me conclude. What are we doing in Baltimore? We have
a special home service care. We have a gateway program. We have
channeling. We have department of social service work, all these
people, but I wondered whether it is enough. And I will end by
chart No. 7, recommendations.

Look beyond the dollar savings at the effect you have on people's
lives. Dollar savings in the hospitalsave money in the hospital,
but there must be something else to be able to provide for the care
of the elderly. I was going to end by saying, Susan, I want you to go
home tonight, and I want you to come back with a program so I
can say to the Congress tomorrow I am doing something. OK, who?
The elderly over 65. Why? Home care is less expensive; for hospital
care there is cost containment. When? On discharge from the hos-
pital. How? All hospitals discharge of elderly be coordinated.
Where? The city will take the lead and work with the Office of
Aging.

We are going to try it. We need some money to do it. If you don't
provide the money, we are going to try it anyway. We are going to
see what we can do. In our country, I think we should help the el-
derly, help the elderly poor. I believe in this. My time is up.

I don't know whether I have made any impression on you. I don't
know whether I have given you anything new. And I will tell you
one thing. Dr. Guamieri awakened me last night. We are going to
look to the State. We are looking to the Federal Government. I ride
down the street and I think, you know, I have got to look out for it,
too. I need your help. We need some money. We need some pro-
grams.

A person goes to the hospital, and to cut out the hospital care
costs, we send them home. Don't send them home and forget them.
That is very simple. That is such a simple solution, why can't we
do it?

[The prepared statement of Mr. Schaefer follows:]
BRA:PARED STATEMENT OF MAYOR WILLIAM DONALD SCHAEFER,

Crry or BALTIMORE, MD

Congressman Roybal and Members of the Committee:
Thank you for the opportunity to comment on cost containment and care for the

elderly. As a local elected official, I am seeing firsthand the problems of the elderly
today. I am also anticipating that in Baltimore City, as in many other urban areas,
the difficulties in providing adequate resources for the elderly will grow substantial-
ly as the elderly become a larger percentage of the population. In developing health
care and social service policy at the Federal level, you as decision makers must be
sensitive to the needs of this growing segment of the population and to the concerns
of local government. In a world of limited resources, cost-effective programs are es-
sential. However, containing costs at the Federal level at the expense of already fi-
nancially strapped localities is not an acceptable approach.

Nationally, the statistics show that there will be dramatic increases in the elderly
population in the next several decades, and that the ratio of the elderly to the total
population will also increase substantially. Thus, between 1980 and 2030, the popu-
lation 65 and older will grow from approximately 25 million to 50 million. Whereas
the population 65 and over will double during this period, the population as a whole
will grow by only 40 percent.

In Baltimore City, similar trends are anticipated. Although we have not projected
the elderly population through the year 2030, we can observe meaningful changes
during this decade alone. The overall population is still declining through continued
outmigration to suburban areas. However, the elderly population is growing and
will reach 14.6 percent of the overall population by 1990. Interestingly, the elderly
population is growing older! Whereas the number of elderly individuals over 65 will
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grow by 5 percent during this decade, the number of elderly individuals over 75 will
grow by 19 percent. That is very significant when considering what the demand for
services will be.

The National Center for Health Statistics has compiled data which show that of
the total 65 and over population, 45.7 percent have some activity limitations and
39.4 percent have major activity limitations, meaning an inability to work or keep
house. The Center has also collected data on the percentage of adults needing assist-
ance in basic activities, including walking, bathing, dressing, toileting, eating, etc.,
fund on those needing assistance in home management activities, including shopping,
chores, meals, and financial management. For those between 65 and 74, 5.3 percent
need basic assistance and 5.7 percent need home management assistance; for those
75-84, the percentages jump to 11 percent and 14.2 percent, respectively; for those
over 85, there is a dramatic increase to 34.8 percent and 39.9 percent, respectively.

Another significant factor in assessing demand is income level. Unfortunately,
Baltimore, like many other major urban areas, has a large r elderly population.
Eighteen percent (18 percent) have income below poverty level. The City's elderly
poor represent approximately 40 percent of the elderly poor statewide. We expect to
continue to have a large percentage of the State's elderly poor for some time to
come.

Long range policy decisions regarding care for the elderly will have to be made
based on the above demographic data. I like other local elected officials, will need
your help. The Federal government must participate in finding long range !solutions
and must remain a contributor of resources, both financial and -twhnicl. You must
not abdicate your role in developing and supporting appropriate programs.

The probliem of providing care for the elderly, however, is also an immediate
problem. What has been happeniung at the Federal level has been frightening me.
As we are beginning to need more assistance, you in Washington appear to be
moving in the opposite direction.

Actions taken at the Federal level during the past several years to curtail spend-
ing in health and social programs have resulted in major cost shifts to state and
local levels of government, as well as to the pockets of the elderly. While I have no
objections to reducing costs throgh greater efficiency, I do object when the elderly
become the victims of real losses in services, end when policy changes at the Feder-
al level do not ultimately lead to cost reductions in the overall system, .but merely
to a transfer of responsibility from one level of government to another.

Spending decreases and cost containment measures have begun to take their toll.
The elderly are spending far more under the Medicare program than just a few
years ago, for example. The Medicare deductible for each hospitalization period is
now 96 percent greater than in 19d1. The annual deductible for physician visits is
now 25 percent higher than in 1981. The annual premium for outpatient visits has
risen by 62 percent. Changes in hospital reimbursement have also had a negative
impact on the elderly. Diagnose Related Group (DRG) reimbursements have given
hospitals the incentive to release patients earlier and sicker.

Recent national data collected by the. General Accounting Office (GAO) shows
that the average length of stay, under the prospective payment system (PPS) in
fiscal year 1984 was 7.5 days as compared to 9.5 days in fiscal year 1983 prior to the
PPS program., Site visits by GAO staff to hospitals, nursing homes, home health
providers, and discharge planners revealed that patients were being released after
shorter lengths of stay and sicker than they have been in the past.

In Maryland, the Medicare waiver enables the State to reimburse through a dif-
ferent system. Nonetheless, pressure is put on the system to contain costs in order
for us to retain the "all-payer", equal access concept the waiver permits. At least
according to the anecdotal information now available, hospitals in Maryland are
also releasing individuals earlier and sicker than previously, Medicare covers only
minimal skilled nursing benefits for patients once they leave the hospital.

It is now well understood that Medicare can no longer be considered the health
care program for the elderly. Only 44 percent of elderly health care is now paid
under Medicare. In fact, last year beneficiaries supposedly spent as large a share of
their income on health care as they did before Medicare was enacted in the 1960's, a
sobering thought!

Did you expect the Medicaid program to solve the problem of health care for the
elderly? It has not done so in Maryland, and I doubt whether it has elsewhere. True,
Medicaid has begun to pick up costs where Medicare is not picking up costa Mary-

Data submitted by the GAO to the Senate Special Committee on Aging in correspondence
dated 21 February 1985.
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land's program has paid for Medicare premiums and deductibles for the Medicaid-
eligible elderly population. In 1984, enrollees in Maryland over 65 represented 11.2
percent of total Medicaid eligibles, and they accounted for 36.4 of total Medicaid
payments. Over 16 percent of Medicaid expenditures in 1984 were for nursing facili-
ties.

However, even though care for the elderly may be eating a substantial portion of
the Medicaid budget, the program is still not adequately addressing the needs of
that population. It is still far from meeting the need for good community-based care,
for example.

Although there may be some increased flexibility provided to states in how they
design their Medicaid programs, the resources are not there to support the demand
for services. Maryland has continued to increase its Medicaid budget annually, and
has taken advantage of numerous Federal options to provide broad coverage. How-
ever, even using maximum allowable eligibility levels, the program can only cover
50 percent of the poor or near poor population.

The elderly must compete with other vulnerable groups in the population for as-
sistance under the Medicaid program. As costs for care to the elderly shift from the
Federal to State level (along with costs for care for other groups), the decisions
become tougher and tougher and there is potential for increased conflict between
the local and state level as to how to divide limited resources. Should we begin to
provide more resources for the elderly at the expense of high risk mothers and in-
fants and how will that be determined?

Major reductions in the Medicaid program were made in 1981 and 1982 under the
Omnibus Reconciliation Act and the Tax Equity and Fiscal Responsibility Act. Since
then, Congress has not supported Administration aims to make additional major re-
ductions, but given the trends in Federal budget cutting, the future Federal partici-
pation levels in the Medicaid program are BM a big question mark. Already 10 per-
cent of Maryland Medicaid enrollees qualify through 100 percent state funded cate-
gories. In 1984, close to 60 percent of the 00 'on budget was state funded. It
would be unrealistic to think that the State is not wary about further expansion of
Medicaid programs for services for the elderly, as well as for any other group. The
threat of being left with a more substantial portion of the burden in the future is
very real and very scary.

You have not only transferred the burden to us for health care, but at the same
time, you have cut back other essential social programs for the elderly. The more
you take away in social service programs, the more thinly spread the elderly indi-
vidual's income will be, and the less likely he will be to be able to buy needed
health care services. It may be cost-effective in certain instances to keep elderly
people out of hospitals or other institutions (nursing homes) and to care for them in
the community. It is certainly the more humane approach to caring for the elderly
in many cases. But we cannot do it without adequate community support programs.

Older Americans Act funding declined significantly for a few years. Congress has
sought to reverse that trend at the national level in the past few years, but fending
for the Baltimore City program has not increased. Our senior center budget has
been frozen for several years. Staff has had to devote more time to fundraismg and
less time to services in order to continue to serve the same number of clients. The
transportation portion of the Older Americans Act program in Baltimore providee a
good example of senior service cutbacks. The budget has been frown. As a result,
the number of tripe provided for recreation, shopping, and other such purposes is
declining at a rate of over 20 percent per year.

iProbably some of the worst cuts have been in nutrition programs. The Eating To-
gether program which we have relied upon to guarantee at least one nutritious
meal per day to needy elderly is funded now at only 71 percent of the 1981 level. As
many as 350,000 fewer meals are now being served under that program annually.

Substantial cuts have also been made in housing programs for the elderly. The
Section 202 program would provide no new units in 1986 if the Administration
budget proposal were adopted.

p
Nationally, since 1979, the number of new units au-

thorized annually has declined by 40 percent. New units under the Section 8 and
public housing p , which provide housing for the elderly, would also be virtu-
ally eliminated in 1986if the Administration plan were adopted.

In Baltimore City,
or

have felt ye*, severe impacts in elderly housing programs
since 1979 when maior cuts began. The number of units that have been provided
annually has dropped steadily from 829 in 1979 to 104 units in 1984.

These are a few examples of cuts in services for the elderly. Other programs,
which may not only serve the elderly, but which have a large percentage of elderly
clients, have also suffered major setbacks. The Social Services Block Grant is slated
for gradual reductions from now through 1988, according to Administration plans.
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The Community Services Block Grant would be eliminated for all practical pur-
poses.

Furthermore, still in question is the kind of cuts, which may be imposed on the
Social Security program. Even small changes in cost of living increases can make
changes in the income of elderly people which prevent them from being able to pur-
chase needed medical services, nutritious meals, etc.

I cannot expect to provide adequate services for the elderly, including health care
and social service support, for those who should be able to remain in the community
with a dwindling Federal commitment. The state has accepted some cost shifts, but
has not been able to compensate. Cuts in health care and simultaneous cuts in
social services are making it impossible, and demographic data indicates that the
situation will worsen. I am beginning to feel truly abandoned.

The picture for some in Baltimore is truly grim, especially for those who do not
have adequate resources to sustain themselves through old age. Let us consider
some basic problems. Finding good institutional care for the elderly is difficult.
Nursing home occupancy rates are 95 percent to 98 percent in Baltimore, and the
state, under our highly regulated system, is clearly cautious about expanding nurs-
ing home capacity, given its already taxed Medicaid budget. Many individuals, even
those who have worked all their hues, cannot pay for institutional care. Medicare
provides only very limited benefits. They go through a "spend down" process until
they have exhausted all their resources and qualify for Medicaid.

Arranging for appropriate community-based home health care is much more diffi-
cult. For those who can pay, finding appropriate services may still be difficult, but
home health services are available. For those who can't pay, many of whom are not
eligible for Medicaid, the process for arranging appropriate care can be nightmar-
ish.

Suppose the individual is sent home fairly sick from the hospital, or suppose he
has been living at home and has gradually declined to the point of needing assist-
ance to remain there. Medicare will cover very limited edri led nursing services in
the home. It will not cover personal care services or chore and homemaker services
which may be required for an extended period of time, if not on a permanent basis.

If the person is eligible for Medicaid, he will only get limited support. At this time
for example, Medicaid is paying $10 per day for personal care services, includ
dressing, bathing, feeding, etc., regardless of how many hours may be required. For

ing

those who need additional support or other sources, there are a variety of other op-
tions, but the resources are difficult to secure and may not be adequate.

Limited funding is available through the State's Department of Social Services
(DSS). This agency may provide for homemaker or personal care services, day care
programs, and even foster care. Additionally, D6S operates the Adult Protective
Services program to address the needs of the abused elderly. However, DSS is not
specifically geared towards the elderly. Its overburdened staff assists' only a very
limited number of elderly clients and extremely few with health related home serv-
ices.

The State has directed some additional resources towards case management types
of services for the elderly. The Geriatric Evaluation Services (GES) gets referrals
from hospitals, the community, or other social service agencies to evaluate elderly
individuals, determine whether they should be institutionalized, and if not, what
services and public assistance might be available to them to remain in the commu-
nity. The Gateway project has case which attempt to direct elderly indi-
viduals to services. They also have "ging dollars" available to provide limited
financial assistance where it cannot be found elsewhere. Most of these resources pay
for personal care, home health aides and homemaker or chore services. Gateway
now has a caseload of 250. It previously had a caseload of 300 clients when it operat-
ed under a Federal demonstration grant called Channeling. While Gateway is often
referred to as the major community-based care support system for the elderly, it
now has a four month waiting lid. It has stopped accepting any additional referrals.

The Baltimore City Health Department (BCHD) provides gap-filling services as
well, where possible. The office of Special Home Services has a client caseload of
over 2,000 individuals who are by home health aides or provided with home-
maker and chore services.

Some non-profit providers and charitable organizations are also picking up part of
the burden, but clearly not meeting all of the demand. --:The BCHD has begun to look at expanding home health services and at providing
a more comprehensive case management service for the elderly which would direct
people to other needed services, because it is evident that needs are not being met.

While the numbers are difficult to document precisely, the repeated stories by
caseworkers and referral services clearly indicate a shortage of services. The overall
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picture of care for the elderly is one of great fragmentation and frustration. The
needs are there for medically oriented services, but the demand is also great for ad-
ditional social services.

Let us look at a few Baltimore examples. Cataract surgery must be done on an
outpatient basis. There is no consideration or concern about a patient's age or physi-
cal capacity. The surgery is done without hospitalization regardless. Patients are
therefore sent home literally blind. If they have a family, there my be no problem.
Without some support, the person often fails to receive the proper poet -op medica-
tions. The patient's nutrition, housing or other personal needs are not met.

An elderly couple is basically homebound. The husband is 68 years old suffering
with emphysema, arthritis and has an oxygen supply at home. His wife is 62 years
old and is a leg amputee, confined to a wheelchair. Both are taking prescription
medications for their chronic illnesses and receiving homecare services from Catho-
lic Charities.

They were receiving Medicaid coverage until they applied for SSA disability bene-
fits and increased their family income. They were terminated from Medicaid as a
result, but complain additional income is not sufficient to cover their combined med-
ical expenses.

A 76 year old woman was admitted to a local hospital with a history of heart fail-
ure and heart disease. She was discharged with no in-home medical assistance or
other needed services. After she was at home alone, a social worker from Jewish
Family and Children Service visisted her and found her very ill. It turned out she
had a second heart attack. She became so weak, she had to be put in a nursing
home.

A widowed elderly gentleman, aged 64, has had multiple strokes. He has been at-
tending Eating Together in Baltimore sites for regular meals and social contact. His
lack of mobility has left him depressed and he has begun drinking again. Because of
his alcoholism problem, he no longer attends ETIB. His nutrition status and person-
al needs are no longer being met. He is on a waiting list for mental health and
chore services.

Cases such as these tend to involve not only medical needs, but social needs as
well. Caseworkers spend numerous hours looking for appropriate services and fund-
ing sources in a disjointed, underfunded system. In many of these types of situa-
tions, individuals may eventually be institutionalized, when they might have been
cared for in the community because not enough services could be found or pur-
chased for them.

Comprehensive services must be provided to insure the health and well being of
the elderly in the community. A package of services with a good case management
system to coordinate all of them is essential. Services should include: nurse assess-
ments; home health services including skilled nursing and personal care services;
chore, homemaker services; mental health services; transportation; housing referral;
educational services; and nutrition services.

Efforts should be made to keep the individual in the community as long as possi-
ble. However, in planning for care for the elderly, we must also think in terms of a
continum of care. There will always be a need for some institutional care. Access to
good hospital care will be important as well.

At the other end of the spectrum, good preventive care is essential. Not enough
attention is paid to preventive services which may save money in the long run. The
list of uncovered benefits under Medicare is a good indication that we are not meet-
ing preventive medicine needs: routine physical examinations; dental care; eye
exam and eyeglasses; routine foot care; immunizations; hearing aids; drugs and
medicines; and outpatient alcohol detoxification.

When financial resources of the elderly dwindle, routine doctor visits and other
basic needs are often eliminated from the budget. Increased premiums and deducti-
bles under Medicare provide further incentive to go without needed medical treat-
ment until the crisis arises. Another sad phenomenon is the migration of physicians
from poorer urban areas. They would sooner move to outlying, wealthier suburbs
where they can be more assured of getting full reimbursement.

HMOs designed for care for the elderly may be one solution, but these projects
are still financially risky, and may not always be able to provide the complete spec-
trum of essential preventive and treatment services.

In summary, it would be remiss for you at the Federal level to assume that states
and cities will solve the problems of cars for the elderly. Your input will continue to
be essential. We will need increasing support as the population grows older.

Actions of the past few _years are not promising. I am very concerned about cut-
backs coming at a time when we should be looking at increasing resources for this
particular segment of the population. The gaps you are creating in the system in
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both medical services and social services cannot be magically filled by state and
local governments. It appears that not much forethought has been given to the pos-
sible negative outcomes of Federal policy changes.

Shorter hospital stays are causing a myriad of difficulties and may not be as cost-
effective as intially thought. They are transferring costs from hospital care to nurs-
ing home facilities and home care. There is also some information that readmissions
are increasing, and cancelling the cost savings initially intended.

Other Medicare and Medicaid cuts are resulting in further transfer of costs from
the Federal level to the state and local level as well as the pockets of the elderly.
Social program cuts are adding significantly to the local burden.

If we are to be forward looking and humane, we mutt find cost-effective, creative
solutions to the growing demand for services. Certainly, comprehensive services at
the community level are desirable. We should keep in mind that a continuum of
care will be essential, including at one end preventive care services, and at the
other, institutional services.

Work with us. Do not leave us stranded. Financially strapped localities cannot
handle the burden. If you don't plan with us and support us, the real tragedy will
be the people who do not have access to services they require.

The CHAIRMAN. Thank you for a very excellent testimony. It is
usually under our procedure that we ask questions of the witness.
We are not going to ask questions at this time due to the fact that
the Governor is here, and we would like to hear from him. And
then we would like to ask questions of both of you. Will you please
remain. Thank you very much.

Mr. Skelton?
Mr. SKELTON. May I ask unanimous consent that my statement

be included in the record after yours and Mr. Regula's?
The CHAIRMAN. Without objection.
Would anybody else like to make a similar request?
Ms. OAKAR. Mr. Chairman, I would. Thank you.
The CHAIRMAN. All right, without objection.
All members, then, can submit their opening statement to

appear in the record immediately following that of Mr. Regula.
Governor, I would like to welcome you to the committee this

morning. Congressman Pepper, who was here earlier, was going to
introduce you. I am going to ask now that Congressman Mica make
the introducion at this time.

Mr. MICA. Thank you, Mr. Chairman. I would just like to take a
moment and say welcome to Gov. Bob Graham of the State of Flor-
ida for being here today, and we appreciate your taking time out of
your busy schedule.

Florida, with the most rapidly growing senior citizen's population
in the Nation is indeed a laboratory for the programs that will
effect all of the Nation. Under our Governor's leadership, we have
done a phenomenal job in breaking new ground and trying meth-
ods and new approaches. And while we are doing it, the Governor
has done a tremendous job in saving money. I think he will point
out to us some of the right ways to approach some very difficult
problems, and some of the wrong ways that have been suggested.

And with that, I would like to welcome our Governor, Gov. Bob
Graham from the State of Florida. Thank you, Mr. ChaLman.

The CHAIRMAN. Thank you. Governor, Senator Pepper, just
before he left said that you and Mrs. Graham were the best friends
that the elderly could possibly have in this Nation. I therefore, in
that spirit, welcome you. Will you please proceed in any manner
that you may desire?
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STATEMENT OF HON. ROBERT GRAHAM, GOVERNOR,
STATE OF FLORIDA

Governor GRAH.AM. Mr. Chairman, thank you very much. To my
good friend, Congressman Mica, I appreciate those generous words,
and also the words of friendship by Senator Pepper. There is no
question as to who is the best friend of the older American in our
country, Senator Pepper.

I would like to begin by expressing my appreciation for this com-
mittee's diligence on behalf of the needs of the older American.
Since preparing my testimony, I have read news accounts concern-
ing the administration's proposed cuts in a Medicare Program re-
lating to home and community-based care. Without full details it is
difficult to comment analytically. However, cuts in this program
will tend to make it more difficult to implement long-range strate-
gies for promoting good health and lowering health cost.

This appears to be a Federal policy which will show a short-term
economic gain, but only at the cost of significant long-term damage
and fiscal cost.

The State of Florida is grateful for the opportunity to present
testimony concerning the issues of aging and health care costs, two
of the areas in which our State has been listed as a megatrend
State. Our State, like yours, Mr. Chairman, has set in motion
trends which affect the rest of the world and will do so for years to
come.

Florida today is America's No. 1 retirement State. Approximate-
ly one-fourth of all Americans who leave their home at the time of
retirement move to Florida. In statistics released last week by the
Bureau of Census, Florida heads the list of States with high popula-
tions of persons over the age of 65. As of July 1, 1984, Florida had
1,931,000 citizens over the age of 65, an increase of 243,000 since
the 1980 census.

What have we learned about the aging population in Florida?
First, we have learned that developing strategies for dealing with
the issues related to aging is not solely the role of government.
There is a role for the individual. There is a role for families, for
communities, for society as a whole through government, private
organizations, and business.

Second, we have learned that senior Floridians are getting older.
The fastest growing segment of our aging population is composed of
people who are over the age of 85. Third, we have learned the eco-
nomic devastation which often accompanies long-term institutional-
ization. The University of Florida Center for Health Policy Review
reported that 34 percent of all private pay patients in nursing
homes in 1983 exhausted their entire financial resources within the
first 4 months and resorted to medically indigent status.

These elements combine to squeeze older Americans and their
families. As more and more Americans live longer, they run a
greater and greater risk of needing long-term care. But the cost,
human and fiscal, of that care continues to rise.

The result is that if we continue current attitudes in policies,
there is likely to be a significant increase in the number of Ameri-
cans who end their days on Medicaid in a nursing home after
having exhausted all their resources. The good news is that it is
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both possible and desirable to postpone, even prevent, the need for
institutional care for substantial numbers of senior Americans. Al-though Florida has the highest proportion of its citizens over the
age of 65, in excess of 1 out of 6, Florida is 49th among the Statesin the number of nursing home beds per 1,000 persons over the ageof 65.

We have a ratio of 23 beds per 1,000 of our population over the
age of 65, as against the national average of 54 beds per 1,000 in
the population over 65. One reason for that low number of nursing
home beds in Florida, is Community Care for the Elderly. This pro-
gram helps senior Floridians remain active and independent athome and in control of their own environment.

Medicaid funds only 8 percent of the cost of this program. State
funding has increased by 338 percent since 1981. This year's legis-lature appropriated an additional $3.5 million, raising the total
budget to $26 million. This is not enough. Today we are meeting 36
percent of the need for such services. Our goal is to fully meet the.
demand for services within the next decade. In addition, Floridahas initiated other new programs without Federal assistance. One
is the Florida Home Care for the Elderly Program. This program
provides a direct subsidy to family care givers who maintain a frail
elderly person in their own home.

This program provides an average subsidy of $122 a month to
stabilize the home environment of a person who otherwise 'would
be eligible for a Medicaid supported nursing homeat a savings to
the taxpayer of $10,000 per patient per year. We are doing this be-
cause it is the right thing to do, and also because it is the prudentthing to do from a cost standpoint. Community care provides an al-ternative to a nursing home at a fraction of the cost with better
quality of life.

Consider some of the evidence. In Panama City in the district of
Congressman Earl Hutto, the Bay County Council on Aging pro-vides 6 months of services such as Meals on Wheels, the Senior
Center, adult day care and transportation at the same cost at 10
days in a nursing home. And that equation-6 months of services,
equals the mat of 10 days in a nursing homedoes not compute the
incalculable human benefits to the senior Floridians who avoid thetragedy of premature institutionalization.

Consider a few of the lives that community care has enriched:
Community Care provides a 74-year-old Linda Robinson of Hialeahin the district of Congressman Bill Lehman with help to shop,
clean her home, do her laundryand to cope with the recent death
of her husband. Community Care means Meals on Wheels to Maria
Monzona of Little Havanna area in Miami in the district represent-
ed by Congressman Claude Pepper. She is 95 years old, happy to bein her three-bedroom apartment in a neighborhood and cultural
environment of her own choosing. And to Mr. and Mrs. David
Traub of Pompano Beach in Congressman Clay Shaw's district,
Community Care means continuing to live together at home de-
spite Mr. Traub's growing infirmities.

For 4 hours each week, Mrs. Traub, who is 80, is relieved of her
responsibility of caring for her 87-year-61d bedridden husband.
These 4 hours without worry are what Community Care means to
Mrs. Traub. To her husband it means remaining in comfortable, fa-
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miliar surroundingsand retaining control over his own life. These
human examples have taught La in Florida that the gatekeepers in
our health care system should inform themselves of alternatives to
nursing home care and utilize in every case the option which is
least confining and therefore also probably the least costly.

Federal policy which runs counter to this desirable outcome
ought to be reviewed and altered. We are grateful for the opportu-
nity to participate in that review.

The gatekeepers for Medicare, Medicaid, and other forms of
health insurance should Ire encouraged and provided the option of
placement of older Americans in alternatives to nursing homes.
Once placed in a nursing home, there is a tendency to institutional-
ization which resists return to a less custodial setting.

The experience in Florida is that two-thirds of those who enter
nursing homes as private pay patients will soon exhaust their re-
sources and ultimately be supported by Medicaid as a medically in-
digent.

Another key to broadening the system to prevent the spending-
down of life savings of millions of middle-class Americans is the
Medicaid home and community-based services waiver.

This program permits the Department of Health and Human
Services to waive the restrictions on the use of Medicaid funds, al-
lowing us to use these funds to help people avoid, institutionaliza-
tion. By waiving the restrictions, we can divert funds from high
cost services in hospitals and nursing homes into an effort to pro-
vide the types of care I have just describedmuch less costly care
at home which can prevent the isolation and high cost of a nursing
home.

We have just completed our first 3-year cycle under a Medicaid
home and community-based services waiver. Florida recently was
granted an extension of this waiver for our elderly clients in the
program.

Based on these experiences we can offer five specific recommen-
dations. First, eligibility criteria for participants must include not
only those on the verge of nursing home care, but also those whose
infirmity requires stabilization for continued home care. Preven-
tion, early intervention, and stabilization are the goals we should
establish and achievenot limit ourselves to crisis management.
The immediate prospect of nursing home placement should not be
the overwhelming criterion for acceptance into the home and com-
munity care programs.

Second, alter the fee structure for middle-income participants to
encourage rather than discourage, participation in home and com-
munity-based services. If you earn $670 a month, you pay $345 a
month for services. A fee this high discourages many from seeking
the care that we are seeking to provide.

A third recommendation is to rescind regulations linking the
number of people eligible to participate to the availability of
vacant nursing home beds. Last year, average Medicaid nursing
home care cost $12,000 per patient. But the cost per participant in
home and community-based services was only $3,500. When you do
the mathematics of the cost of this policy, you discover that for the
8,000 participants in Florida's program, Medicaid enjoys an annual
cost reduction of $36 million.
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We ask, therefore, Mr. Chairman, that this unrealistic policy oftying the number of eligible participants to the number of vacant
nursing home beds be rescindedso that we can reach our goal to
contain the cost of care through the development of community al-ternatives.

Our fourth recommendation is to build into this program agrowth factor. Florida is among America's fastest growing States
with an average annual increase of population of 300,000. Over 40
percent of that increase is represented by Americans 55 years ofage or older. Over 20 percent is represented by persons over the
age of 65. Should those citizens from Ohio, Michigan, Pennsylvania,
or New York be penalized by the denial of access to this communi-
ty-based program merely because they decided to retire to Florida?

Our final recommendation is to encourage this committee and
the Congress to consider Senate bill 1277. This legislation, spon-
sored pruicipally. by Senator Bradley of New Jersey and Florida's
senior Senator, Lawton Chiles, does two things: It makes home and
community-based services a standard option each State's' Medicaid
it
plaby n, and

per
it attacks

lithe Medicaid bias in a fee structure, lowering
$150 mo.

Let me reiterate my thanks to you, Mr. Chairman, for the oppor-
tunity to share the experience of America's No. 1 retirement State
with this committee and to thank you and the members of this
committee for sharing the concern we feel for our senior Ameri-
cana.

[The prepared statement of Governor Graham follows:]
PREPARED STATEMENT OF HON. Bon GRAHAM, GOVERNOR, THE STATE OF FLORIDA

Good morning: Let me begin by commending the members of this committee for
your diligence in meeting the needs of Americas aging population.

You are that we are all aging, regardless of what age group intowhich we may all today. Every one of us has the potential to be affected by the
issues of Social Security, long-term health care, and the rising cost of both.

The state of Florida is grateful for the opportunity to present testimony concern-
ing the issues of aging and health care costa, two of the areas in which Florida is amegatrend state.

Ours is a state which, like California, seta in motion trends which affect the restof the world in the years to come.
Florida today is America's number-one retirement state. Approximately onefourth of all Americans who move from their home states after the age of 60 moveto Florida.
In statistics released last week by the Bureau of the Census, Florida heads the listof states with high populations of elderly citizens. As of July 1, 1984, Florida had

1,931,000, an increase of 243,000.
By the year 1990, one Floridian in five will be age 65 or older.
That over-65 segment of Florida's population is growing nearly twice as fast asour population as a whole.
Florida is a national laboratory in this critical area of study and action. What we

do in Florida today will influence the direction of America in the 1990s and beyond.
What have we learned about the aging population in Florida?
First, we have learned that developing strategies for dealing with the issues relat-ed to aging is not solely the role of government. There is a role for the individual,

for our families, our communities and society as a whole, through government, pri-
vate organizations and business.

Our destination is the goal of encouraging people to stay healthy, to promote well-
ness and prevent illness, to defer long-term care or prevent it all together.

Second, we have learned that Senior Floridians are getting older. The fastest-
growing segment of our aging population is composed of those age 85 and above.

Because the incidence of illness requiring nursing-home care is associated with ad-
vanced age, such an increase in the ranks of those over age 85 indicates that a grow-
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ing number of Floridians will require long-term care, raising the issue of how the
bill for such care will be paid.

Today that cost is borne alternatively by society or the families of the elderly in-
volved.

Third, we have learned, unhappily, that the costs of long-term care are continuing
to rise. According to Dr. Main Brody, a nationally recognized expert with the Phila-
delphia Geriatric Center, families today provide for 80 per cent of the care required
by the elderly in America. But when nursing home care is required, at a cost of
from $15,000 to $50,000 a year, the impact is devastating on almost any family.

The University. of Florida Center for Health Policy Review reported that 34 per
cent of all the private-pay patients in nursing homes in 1983 exhausted their entire
financial resources within the first four months and resorted to Medicaid.

These elements combine to squeeze older Americans and their families: As more
and more Americans live longer, they run a greater and greater risk of needing
long-term care. But the cost of that care continues t..) rise.

Based on information from the University of South Florida Suncoast Gerontology
Center in Tampa we can project that of all the individuals who enter a nursing
home as private-pay patients, two-thirds will ultimately find themselves on the Med-
icaid rolls after spending their life savings on care.

The result is that, unless society intervenes, there is likely to be a significant in-
crease in the number of Americans who end their days on Medicaid in a nursing
home, having exhausted all their resources, in a medically indigent position.

What have these facts taught us in Florida?
The first lesson we can draw is that it is both possible and desirable to postpone

and even prevent custodial care.
In Florida we have established a program called Community Care for the Elderly,

which helps Senior Floridians remain active and independent, at home and in con-
trol of their own environment.

Medicaid funds only eight per cent of this program in Florida. State funding has
increased, however, by 338 per cent since 1981. This year's Legislature appropriated
an increase of $3.5 million, raising the total budget to $26 millionbut it is not
enough. We are meeting only 36 per cent of the demand for such services.

In addition, Florida has initiated new programs without federal assistance. One is
the Florida Home Care for the Elderly Program. This program provides a direct
subsidy to family care givers who maintain a frail elderly person in their own home.

This program provides an average subsidy of $122 a month to stabilize the home
environment of a person who otherwise would be eligible for a Medicaid-supported
nursing homeat a savings to the taxpayer of $10,000 per patient per year.

In part because of these p , and in part because of such factors as climate
and overall good health, Florida has America's second lowest ratio of nursing home
beds to our elderly populationonly 23 beds for each 1,000 citizens age 65 or older.

We are doing this because it's the right thing to doand also because it's a pru-
dent thing to do, from a cost standpoint.

Community Care provides an alternative to a nursing home at a fraction of the
cost, with vastly better quality of life.

Consider some of the evidence:
In Panama City, in the district of Congressman Earl Hutto, the Bay County Coun-

cil on Aging provides six months of services such as Meals on Wheels, the Senior
Center, adult day care, and transportation at the same cost as ten days in a nursing
home.

And that equationsix months of services equals the cost of ten days in a nursing
homedoes not compute the incalculable human benefits to the senior Floridians
who avoid the tragedy of premature institutionalization. Consider a few of the lives
Community Care has enriched:

In Sarasota, in Congressman Connie Mack's district, 80-year-old Nellie Thomas
was living in a deteriorating rental apartment on the outskirts of town last yar. Her
general weakness made it virtually impossible for her to take care of her home,
even with help.

Fortunately, through the Community Care program, Mrs. Thomas was assisted in
moving in with a neighbor whose husband had died and left her with a three-bed-
room house.

Together, these two women are caring for each other with help from the Commu-
nity Care for the Elderly program. Both are in better spirits and better health.

In Congressman Bill Young's district, in the Pinellas County community of Largo,
iMr. Ueckerman is a victim of Alzheimer's Disease. His condition was diagnosed in

1970 and has steadily progressed over the past 15 years, with frequent crises and
continuous need for assistance.
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His wife has written to several state legislators to thank them for the CommunityCare for the Elderly program. She says the initials of that program, CCE, really
stand for "conscientious, caring efforts."

Community care provides 74-year-old Linda Robinson of Hialeah, in the district of
Congressman Bill Lehman, with help to shop, clean her home, do her laundryandto cope with the recect death of her husband.

Community care means Meals on Wheels to Maria Manzano of the Little Havana
area in Miami, in the district represented by Congressman Claude Pepper. She is 95yeas old and happy to be in her three-room apartment in a neighborhood and cul-tural environment of her own choosing.

And to Mr. and Mrs. David Traub of Pompano Beach, in Congressman ClayShaw's district, Community Care means continuing to live together at home despite
Mr. Traub's growing infirmities.

For four hours each week, Mrs. Traub, who is 80, is relieved of her responsibilitiesof caring for her 87-year-old bedridden husband. These four hours without worry are
what Community Care means to Mrs. Traub. To her husband, it means remainingin comfortable, familiar surroundingsand retaining control over his own life.These data, and more, have taught us in Florida a second lesson:

That lesson is that the "gate-keepers" in our health-care system should informthemselves of alternatives to nursing-home care and utilize in every case the option
which is least confining, and therefore also probably the least costly.

A third lesson we have learned is that federal policy which runs contrary to this
desirable outcome ought to be reviewed and altered. We are grateful for the oppor-tunity to participate in that review.

A key to broadening the system to prevent the spending-down of the life-savings
of millions of middle-class Americans is the Medicaid Home and Community BasedServices Waivers.

This program permits the Department of Health and Human Services to waivethe restrictions on the use of Medicaid funds, allowing us to use these funds to helppeople avoid institutionalization.
By waiving the restrictions, we can divert funds from high-cost services in hospi-tals and nursing homes into an effort to provide the types of care I've just de-

scribedmuch less costly care at home which can prevent the isolation and highcost of a nursing home.
We have just completed our first three-year cycle under a Medicaid Home and

Community Based Services Waiver. Florida recently was granted an extension of
this Waiver for our elderly clients in the program.

In our first three years under this program, we have experienced restrictive eligi-
bility policies, regulations which preserve the institutional bias of the Medicaid pro-
gram, arbitrary limitations on the number of Senior Floridians who may participateregardless of eligibility, regulatory provisions which prevent growing states such asours to keep up with population increases, and an elaborate and prolonged review ofour extension request.

Based on these experiences, we can offer five specific recommendations:
First, eligibility criteria for participants must include not only those on the verge

of nursing-home care, but also those whose infirmity requires stabilization for con-tinued home care.
Only clients in immediate danger of placement in a nursing home meet the level-

of-care critical for the Community Based Services waiver. If our common goal is to
maintain our elderly population in their homes, this is counter-productive.We are ignoring problems at the stage where they are most likely to be solved
quickly and relatively inexpensively, and deliberately allowing the to reach the
crisis pointa point at which it is often too late to prevent institutionalization.

Prevention, early intervention and stabilization are the goals we should establish
and achievenot crisis management. The immediate prospect of nursing homeplacement should not be the overwhelming criterion for acceptance into the homeand community care program.

Second, alter the free structure for middle-income participants to encourage,
rather than discourage, participation in Home and Community Based Services.

The waiver continues to institutional bias of the general Medicaid program. Thisbias is evident in the eligibility criteria for clients whose income falls between two
point on the scalethe Soocciiaall Security Income program limit of $325 a month, and
the Institutional Care Program limit of $842 a month.

For those within that range, a fee for services is required. This fee is determined
by subtracting the "protected income" level of $825 a month, and applying the feeto what remains.
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If you earn $670 a month, you pay $345 a month for services. A fee this high dis-
courages many from seeking the care which we are seeking to provide.

The goal of eliminating the institutional bias of the Medicaid program is not
being realized because the regulations are excessively restrictive. We recommend re-
ducing those fees significantly to encourage more people to participate.

A third recommendation iE to rescind regulations linking the number of people
eligible to participate to the availability of vacant nursing home beds.

As I mentioned earlier, Florida has America's second-lowest number of nursing-
home beds per 1,000 people over the age of 65.

This policy rewards the success of our efforts to keep people out of the confine-
ment of nursing homes with this punitive outcome:

Because of the cap tied to nursing-home beds, we can serve only approximately
8,000 individuals. But there are thousands more elderly people who need the Home
and Community Based Services program.

Last year, average Medicaid nursing home care cost $12,000 per patient. But the
cost per participant in House and Community Based Services was only $3,500.

When you do the mathematics of the cost of this policy, you discover that for the
8,000 participants in Florida's program, Medicaid enjoys an annual cost reduction of
$36 million.

We ask, therefore, Mr. Chairman, that this unrealistic policy be rescindedso
that we can reach our goal to contain the cost of care through the development of
community alternatives.

Our fourth recommendation is to build into this program a growth factor.
Florida is among America's fasteet-growing states, and our elderly population seg-

ment is growing as rapidly as any. Last fall we moved from seventh to sixth on the
list of Americas 10 most populous states, and by the year 1988, it is projected that
we will be fourth.

Millions of our citizens come from other states, Mr. Chairman, just as do the citi-
zens of your own home state of California.

Should those citizens from Ohio, Michigan, Pennsylvania or New York be penal-
ized by the denial of access to this program, merely because they have decided to
retire to Florida?

This growth cap will deny needed care to citizens now living in the states repre-
sented by the members of this committee. Surely, your constituents deserve better.

Here is a program which works, which restores dignity to elderly Americans, and
which is cost-effective.

Why should we limit the growth of a program which tends to curtail the cost of
long-term care, offers cost savings every year, enriches the quality of life of the
people it serves, and maintains infirm elderly Americans in familiar surroundings,
in their own homes, with their own families?

Why limit the growth of a program that does all that?
Our final recommendation is to encourage this committee and the entire Congress

to consider supporting Senate Bill 1277.
This legislation, sponsored principally by Senator Bradley of New Jersey and Flor-

ida's Senior Senator, Lawton Chiles, does two things:
It makes Home and Community Based Services a standard option in each state's

Medicaid plan, and it attacks the Medicaid bias in the free structure.
The first aspect would make this outstanding, cost-effective program standard, not

something accompanied by the onerous regulatory processes through which state
must now go.

The second element of this bill reduces the fees charged to middle-income partici-
pants by $150 a month, by raising the "protected income ceiling" from $325 a month
to $475 a month. This will bring the benefits of this program to elderly citizens
whose only choice today is to wait until their health deteriorates to the point at
which they require institutional care.

Let me reiterate my thanks to you, Mr. Chairman, for the opportunity to share
the experience of America's number-one retirement state with this committee, and
to thank you ar_d the members of this committee for sharing the concern we feel for
our elders.

The Senior Floridians with whom I talk want to live out their lives in their own
homes, with the same dignity, independence and freedom of choice that we all cher-
ish at every age.

The regulatory structure of the Medicaid program today interferes with that fun-
damental of American freedom.

Thank you for responding to the need in the lives of older Americans in Florida
millions of them originally from other states. And thank you for helping them to
lead independent lives, by restoring this vital link in the long-term care system.
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The CHAIRMAN. Governor, I would like to thank you for your tes-timony this morning. From your comments, I can definitely saythat the problems that you find in Florida, you seem to find also inBaltimore and in other cities throughout the United States. We
seem to have somewhat of a unique problem in Florida, due to thefact that it is a retirement community.

It is my understanding, however, that if one compares that with
other retirement communities that you will find that those are alsocomparable. But we are told by the new regulations under Medic-
aid's home and community-based program will discourage Statesfrom participating. Do you agree with that?

Governor GRAHAM. Mr. Chairman, I have listed the areas inwhich we have found concerns, such as the linkage of the number
of eligible participants to the number of vacant nursing home beds,the failure to maintain currency in terms of population growth
with eligibility, and the fee structure which discourages manymiddle-income elderly from taking advantage of the community-based services.

Our belief is, and the evidence of our State supports this, thateffective community-based programs which are targeted at earlyintervention and the maintenance of wellness, at the prevention ofhealth care crises, is both humane and cost effective. I indicated
earlier that while we have the highest proportion of our population
over the age of 65, we are 49th among the 50 States in the propor-tion of nursing home beds.

If we had as many nursing home beds in Florida as the nationalaverage, with our large population we would have enormous addi-
tional economic costs, costs to the individual and costs to govern-ment at the Federal and State level.

We believe that regulations of the administering agency whichhave the tendency to restrict participation in alternative communi-
ty-based programs are not only adverse to the interest of the olderAmerican, but are adverse to the interest of all American taxpay-ers.

The CHAIRMAN. The situation as we see it, and as we have been
constantly told hearing after hearing, is that hospitals are pres-sured to reduce costs so what they do is to discharge patients early.
These people, much of the time, are still ill when they go home,but they are denied nursing home and health services under Medi-
care. And many of them are not poor enough to qualify under Med-icaid. What happens to them?

For example, you told the committee that 34 percent of thesenior citizens in Florida exhausted their means within 4 months.What happens to these people?
Governor GRAHAM. They then become medically indigent and eli-gible for Medicaid, and at that point they become a responsibilityof Federal and State government under the Medicaid Program.

You also have an individual who has spent a substantial number of
weeks in an institutional setting. It is very difficult to then return
that individual to a less custodial environment.

We think that it is critical that there be a close interface be-
tween Medicare and Medicaid in terms of that initial admission to
an institutional setting, because once that is made, there is greatlikelihood that that individual will continue to stay in that setting,

55;



52

and an even greater likelihood that while he is there, he will ex-
haust his fmancial resources. It then becomes a virtual certainty
that he will become a financial responsibility of the State and Fed-
eral Government for the balance of his life.

The CHAIRMAN. Thank you, Governor. I have some questions I
want to ask the mayor along the same lines, but we will wait until
after you have finished your testimony. Mr. Regula.

Mr. REGULA. Thank you, Mr. Chairman.
Governor, have you taken any steps to consolidate the health

care delivery systems for long-term care in the State of Florida in
an effort to cut administrative costs while at the same time im-
proving services. Most of the States have a proliferation of agencies
dealing with problems, and I think there is a lot of duplication of
administrative cost. I would be interested in what you have done, if
anything, in Florida to address that problem.

Governor GRAHAM. Our basic social health service agency, the
Department of Health and Rehabilitative Services, is an integrated
agency, which has responsibility for all of the programs that relate
to elderly care, either community-based or custodial. Through that
system we have established a gatekeeper function in which we try
to place the elderly person in the least restricted environment ap-
propriate to his needs starting from community-based programs,
then to various forms of nonmedical custodial care, various forms
of elderly housing programs, and, only as it is necessary for medi-
cal reasons, placing individuals in nursing homes.

Mr. REGULA. Governor, do you fmd this system as working well
and also do you fmd that any of the Federal regulations inhibit
your ability to consolidate these services for the elderly?

Governor GRAHAM. The evidence of the low ratio of nursing
homes to population is evidence of the effectiveness of the program
of trying to restrict the use of nursing homes, the most expensive
long-term health care option, to the maximum extent possible. I in-
dicated in my remarks some of the areas in which we believe that
Federal changes in law or regulation would be beneficial to us. It
would be beneficial to us if under the Medicare Program there
were a greater orientation to use less restrictive care settings than
nursing homes because of this domino affect a person who enters
under one program has a high probability of ending up as a Medic-
aid client.

Second, it would be helpful if under Medicare and Medicaid
waivers there was greater recognition of the positive benefits which
could be gained by funding noninstitutional, nonhospital, nonnurs-
ing home programs to assist in maintaining a stabilized elderly in-
dividual without waiting until he got into a crisis situation.

The chart illustrates the disparity between the proportion of Flo-
ridians over the age of 65, 17.6 percent of total populationas
against the nation's 11.4 percent over 65while Florida has a ratio
of 23 nursing home beds per 1,000 of persons over 65as against
the U.S. average of 54 per 1,000.

Mr. REGULA. You think this would result because those who tend
to go to Florida would be economically in a better condition and
also more mobile and would they tend to go back to their home
once they reach a physical condition needing a nursing care, or is
that factor in your judgment.
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Governor GRAHAM. Those are factors. I think it is accurate thatof those Americans who move at the time of retirement, that group
probably represents a higher level of good health than those whoelect to stay in their original community. It is also true that there
is some bilateral movement of the elderly returning to their homesat time f crisis. But we are also experiencing a tremendous elon-
gation of the age of our older Floridian.

In the 1980 census, those persons in Florida over the age of 75
grew at a rate twice as great as the base population in Florida. Thebase population grew at 43 percent. Those over 75 grew at 86 per-
cent, and as the statistics indicate, since the 1980 census those over85 are now outpacing those over 75 in terms of their rate of
growth. So, when you put all those factors together, I don't think
that the Florida elderly population is an inappropriate one from
which to draw some national conclusions.

The CHAIRMAN. The gentleman's time has expired. Mr. Erdreich.
Mr. ERDREICH. Thank you, Mr. Chairman.
Governor, thank you for coming and appearing before us. I was

interested in your comments about your State's Medicaid waiver
for home services. I had sought to get such a waiver in Alabama.We got it, but from reading your testimony, it looks like the builtin bias toward Institutional care remains in that Medicaid Pro-
gram.

I was curiousone of your recommendations on page 6 of your
testimony says that you would recommend rescinding regulations
that link the number of people eligible to participate to the avail-
ability of vacant nursing home beds. Explain how that works rightnow.

Governor GRAHAM. Under the current regulations, we are re-
stricted to 8,000 persons participating in this waiver program be-
cause of a formula which says the number that can participate hasto be in relationship to the number of vacant nursing home beds. I
do not know what that formula is. I know we have approximately
5,000 to 6,000 vacant nursing home beds in Florida as of today.It seems to me that those two considerations, vacant nursing
home beds and number of persons who can appropriately be served
in a less constrained environment, are discrete considerations. Thegoal ought to be to attempt to have an effective program that
maintains and stabilizes the older citizen rather than wait until heis on the verge of having to go into a nursing home before provid-
ing him with some alternative services.

Mr. ERDREICH. Thank you. I appreciate that.
Thank you, Mr. Chairman.
The CHAIRMAN. Mrs. Schneider.
Mrs. SCHNEIDER. Thank you, Mr. Chairman.
Governor Graham, I wonder if you could address the question

we have mostly been focusing on health care either instutionalized
in the hospitals or in nursing homes. But I would like to focus alittle bit on home health care. And I just happened to have met
with a number of constituents yesterday who work at a hospital
who are concerned about the early dismissal of patients who are
often times terminally ill, and yet are sent home. And then the
problem, as they describe it, seems to be that the intervenors, in
this particular case, Blue Cross/Blue Shield, determines that be-
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cause this person is terminally ill and because they do not need to
have one form of either physical therapy or one form of assistance
or another, that they are no longer eligible for insurance coverage.

There seems to be a grassroots effort afoot to have the interve-
nors become more responsible. What has been your experience in
this particular area of the problem?

Governor GRAHAM. Our experience has been that there is a tre-
mendous bias toward institutional care as opposed to less restric-
tive alternatives; second, that that bias is a strong component of
Medicare. Medicare was originally conceived of as a crisis interven-
tion program and has not developed an extended care component.
That goes beyond the remarks that I made today, but it might be
an issue appropriate for this committee to consider. For examples,
what should be the role of a long-term care insurance program as
distinct from a medically indigent program

Mrs. SCHNEIDER. Right.
Governor GRAHAM. In the area of extended health carein the

context of a nation with an increasingly greater life expectancy
ani a higher and higher percentage of our people reaching ages 85
aril beyondthe likelihood of a need for a long-term care insur-
ance program becomes very high.

In the private insurance industry there has been some increasing
flexibility in terms of accepting alternatives to institutional care as
being appropriate and compensable. We are working as an employ-
er. The State of Florida is the largest single employer in our State
to try to incorporate some of those principles in our insurance cov-
erage for our citizens.

Mrs. SCHNEIDER. But one of the alternatives, particularly in the
area of the terminally ill is the hospice care alternative. And I
wonder if you could just briefly incapsulate for us what has been
your experience with the elderly using hospice as an alternative
and the responsiveness or lack of responsiveness on the part of the
private insurers.

Governor GRAHAM. Our legislature passed a hospice statute ap-
proximately 5 years ago. It is still a relatively minor option of
choice in terms of all older Floridians.

Mrs. SCHNEIDER. Why is that? Is that just because the supply is
not there or --

Governor GRAHAM. I think it is a combination of the newness of
the program and the idea. There is a great psychological barrier to
one's accepting the fact that death is near and there is a need to be
in a setting which transitions from life to death. That is not an
easy decision for any human being to make. But I think it is a
humane alternative, and I would anticipate that increasing num-
bers of people will seek it out.

It falls into the general strategy that we should not think of the
elderly as being a homogenized segment of our population. The el-
derly have the same range of diversity of interests, backgrounds,
needs, personal desires as does any other group of Americans. And
therefore to the extent that Government policy is relating to their
need, they should have diversity, options, choice, and within that a
bias toward independence, minimization of institutional cazg, pre-
vention, and good health.
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Mrs. SCHNEIDER. Terrific idealism. Let's just hope we can all im-plement it. Thank you.
Governor GRAHAM. I think those two charts are some evidencethat it is not a dream; that it can be made reality.
Mrs. SCHNEIDER. Thank you very much. Thank you, Mr. Chair-man.
The CHAIRMAN. Ms. Oakar.
Ms. OAKAR. Thank you, Mr. Chairman.
Governor, I was very impressed with your testimony. It is apleasure to see you here. And I was very impressed with Mayor

Schaefer's testimony previous to your speaking, as well.
You mentioned in your previous comments to the Congresswom-

an that you seemed to think that there is a bias toward institution-
al care which, of course, is much more expensive. And you said ear-lier that we need to maintain and sustain older people, and that's
what Mayor Schaefer said, too. Once people get out of the hospitals
you can't just leave them, you know, without any kind of care.

I am wondering if you are aware of the fact that the administra-
tion has just proposed to change the regulations related to home
health care, which would make it more difficult for providers to get
reimbursed for home health care. It is aboutI am trying to be
generous, but it is about the most ignorant idea I have ever heardof because home health care is good prevention, and it promotes
cost containment, and, psychologically, it is better to serve peoplein their own homes.

So I am wondering, you certainly serve a sizeable number of the
elderly. What impact would not having a valuable home health
care services have on your constituents? Should we be doing morein this area in terms of alternatives or less, or is the administra-
tion on the right track in saying that cutting home care really
saves money?

Governor GRAHAM. Madam Congresswoman, when you ask the
questiondoes it save moneyit depends upon what balance sheet
you are looking at. If you are looking at the next quarter, the
answer is, yes, it will save money in the next 90 days. If you arelooking at the next 5 years, it is a tremendously counterproductive
and expensive decision, because of the effect of that is to drive
more people into more expensive forms of health care.

And, then, we must consider the human tragedy that will be oc-
casioned by denying people the opportunity to do what they want
to dowhich is continue to live in their homeand instead force
them prematurely into an institutional setting. There was an inter-
esting survey published last week in the New England Journal of
Medicine on the DRG Program, the diagnostic-related groups, indi-
cating that there were great differences in the condition of patients
within a particular category. Under the current system, and with-
out regard to that difference, the same amount of reimbursement
is available to the hospital provider for all persons.

To me, that underscores the importance of having a post-hospital
support system. That is, objectives of the DRG system is to encour-
age hospitals to shorten the period of hospitalization. That would
indicate that people are going to be released when they still are in
need of some medical support. The Home Care Program is the pri-
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mary means of that support for those individuals who look to Medi-
care for their financial payments of health-related expenses.

If we cut that off, we are hitting them twice; once through a
DRG system which truncates their care in hospitals, and then by
restrictions on home health care which. will dilute their posthospi-
talization support system.

Ms. OAKAR. Governor, doesn't home health care also prevent
people from going into or needing more expensive care. You know,
we used to have a regulationand in fairness, it was during the
Carter administrationthat said that you had to go into the hospi-
tal for 3 days in order to be eligible for home health care. Well,
through legislation we eliminated that because that didn't make
sense.

I just think that so many people are so afraid to look at alterna-
tives which in the long run, as you very wisely pointed out, would
save so much money and deal with the issue. And I just take such
exception to what the administration is doing with respect to this
renewed assault on home health care. We know that the heavy
duty lobbyist are not in the home health care industry, you know,
because it is not an expensive kind of care.

I want to commend the chairman for his news release on that
issue, because it is right on target. I really want to thank you and
the mayor for being here. Your testimony was eloquent, and I feel
very fortunate to have listened to you today.

The CEAIRMAN. Thank you, Ms. Oakar.
Mrs. Bentley.
Mrs. BENTLEY. Thank you, Mr. Chairman.
Mr. Governor, I was interested in your statement, too, as well as,

of course, from the mayor of whom we are all so very, very proud
in the Baltimore area. I'll get into that later.

As the Governor of the third largest State and as we know you
have not as many problems perhaps, but plenty of them. If you
were able to get one thing done in the improvement of health care
for the senior, let's say if you had one wish, what would you say is
the most important thing to be done immediately by this Congress?

Governor GRAHAM. The most important objective is to maintain
the health of the older citizen. To accomplish that objective, I
would encourage the Congress to look to means by which it could
redeploy Federal health care resources into programs that had
demonstrated their ability to maintain a level of good health
among our older citizensprograms, such as effective social service
programs, such as the Meals on Wheels Program. Nutrition is a
major health problem for many of our elderly citizens.

Access to regular health checkups and screening so that diseases
can be identified at an early stage and can be dealt with in the
least harmful way to the patient and least expensive way to the
patient and Governmentthose would be tactics within that goal
of maintenance of health. I am afraid that the current system
started with a bias when it was established in the mid 1960's which
continues today, and that is crisis intervention. When you get sick
enough to have to go into a hospital, then the calvary with aid
comes across the mountain.
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The goal ought to be to substitute for the calvary appropriate
nursing and social programs that will prevent the necessity of plac-ing that person in the hospital.

Mrs. BENTLEY. I think that is very worthwhile for us to be think-ing about, Mr. Chairman. Thank you very much, Mr. Governor.
The CHAIRMAN. Thank you, Mrs. Bentley.
Governor, I think we ran over our scheduled time, but the mem-bers do have some questions or words of wisdom or welcome. I amgoing to permit a cont:nuation of the questioning period. I amgoing to ask each member to limit themselves to one good question.I am going to ask your colleague, the gentleman from your ownState, Mr. Mica, to ask that one important question at this time.
Mr. MICA. All right, I will try to be brief, Mr. Chairman. I wouldlike to commend the Governor, again, for his insight and just point

out to my colleagues what we have here today. Baltimore, they arehaving a problem with 13 percent over 65 in one city. Our city is 17
percent over the age of 65. My district is 34 percent over the age of65.

In hearirgs like this in Florida, we had an individual sit before
the microphone and say, "We in Florida have long since lost the
fear of dying. We are afraid of living and getting sick and not beingable to pay the bill." That is the new fear in seniors in this Nation.

Now, your study, Mr. Chairman, says that 60 percent of the nurs-ing homes are getting increased patient load because the DRG's aresqueezing them out very quickly. And with that, the State of Flori-daand this will be the question, Governorthe State of Florida ispicking up a greater burden because of over 40 percent more arebeing denied. The trend is obvious. The cuts are coming at the hos-pital level and the home health care level. How much longer can
the State of Florida go to pick up the tab? Are we or can we pick
up the full tab if we are required to do, and should States be re-quired to do that?

Governor GRAHAM. Well, I would like to answer the last questionfirst, because I think a human society, any society which deserves
to be called civilized, is going to provide appropriate care to thoseof its citizens in need. I believe that care for the elderly should be
primarily a national responsibility, and I say that in the context of
a governor who has supported increased State financial responsibil-ity for programs such as education, law enforcement, and transpor-
tation.

Why do I say programs for the elderly should be a national re-
sponsibility? Because it is important to have a system that will
allow people during their active years to be a major participant in
supporting their deferred costs in their retirement years. We are ahighly mobile populationapproximately 20 to 30 percent of per-
sons move to some other community at the time of retirement. If
you do not have a national system, you cannot accomplish that ob-jective of using the working years as a means of financing retire-
ment years.

So my answer would be that health care for the elderly should be
a Federal responsibility and that the Federal Government should
resist programs which, under the guise of next quarter reduction of
costs, end up adding to the total burden of all Americans.

The CHAIRMAN. Thank you, Governor.
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The Chair recognizes Mr. McCain.
Mr. McCAIN. Thank you, Mr. Chairman.
I would like to pose a two-part question to you, Governor. I also

come from a State which has a highly mobile population, and our
numbers of elderly citizens dramatically change from one season to
the other. How do your facilities accommodate the change in popu-
lation from one season, to the other?

Second of all, we are here today to take testimony from other
witnesses concerning the DRG's, and as you have stated there are
many people who are still ill and are being forced to leave hospi-
tals. This, I am sure, has placed an additional burden on you.

The other part of this equation is that DRG's were enacted by
Congress in order to help reduce the severe drain on our Medicare
Trust Fund. We now have predictions that the Medicare Trust
Fund has gone from a situation of imminent bankruptcy to solven-
cy for a longer period of time. It seems to me that we are faced
with a severe dilemma. If we do away with the DRG's completely,
then we are back to where we were before, facing insolvency of the
Medicare Trust Fund. At the same time we have inherited some
very serious evils with this system.

So the second part of my question is do you have any proposals
as to how we could take the DRG system and reform it so we are
not subjecting our elderly to a situation where they are discharged
early from a hospital?

Governor GRAHAM. Mr. Congressman. First, the statistic of 17.6
percent is the permanent population of Florida. During the winter-
time particularly, the proportion of persons over the age of 65
would be higher than that, for there are thousands of individuals
who spend a portion of the year in our State, but are not perma-
nent residents. Yes, within such things as our Certificate of Need
Program, we take into account the need to have a flexibile capacity
to respond to those periods of the year when the demand will be
higher than the base population would indicate is called for.

As to reforms in the DRG, first I support the basic philosophy of
the DRG which is a prepayment philosophy. I do not think that we
can continue a health care system that says: enter my door; I will
then determine what services you need and how long you will re-
ceive then. When you leave the door I will send you a bill for the
cost of those services that I rendered to you.

We have seen what that has donethe result was a health care
system that was running ahead of the pace of inflation in the order
of two or three or four times. So the basic principal of the DRG, I
think, is a sound one. I would suggest two areas for congressional
attention to reform. One we have already talked about, and that is
the need to have effective posthospitalization care, recognizing that
there are going to be people who will be dismissed from a hospital
earlier than they would have been but for the DRG, and who are
going to need a continuum of care in their home to bridge that
period back to full health.

I believe, therefore, that the suggestions of reducing funding for
home health care run counter to that objective.

Second, as we get more information about the DRG, probably it
will become more sophisticated. For example, within the specific
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400 or more cells of cost, there will be gradations provided based ona person's age and physical condition.
Obviously, a person who goes into the hospital at 75 for a herniaoperation is a different medical case than a person who goes in forthe same operation at 35. And a cost reimbursement system thatdoes not recognize those differences is fundamentally flawed, but isredeemable by refinements that would build into a prepaid health

care system the necessary nuances that would reflect categoriza-tion of age, level of health or absence of health at the time of entry
into the hospital, and other considerations that would be appropri-ate.

Mr. McCADr. Thank you very much, Mr. Chairman.
The CHAIRMAN. Thank you. Mr. Hughes.
Mr. HUGHES. Thank you, Mr. Chairman.
I just wanted to welcome Governor Graham to the hearing todayand congratulate him on his testimony, particularly on Florida 'sCommunity Care Program. It sounds like a tremendous success. Ihave no questions.
Governor GRAHAM. I hope you will come to norida, so we canhave an opportunity to show it to you personally.
Mr. HUGHES. I look forward to doing that.
The CHAIRMAN. The Chair recognizes the gentlewoman fromKansas, Ms. Meyers.
Mrs. MEvaas. Thank you, Mr. Chairman. I do appreciate the tes-

timony of Governor Graham and Mayor Schaefer. I have been verysupportive. I was in my State legislature before I came here, and Ihave been very supportive of home and community-based care. AndI am very pleased that we are having this kind of testimony' today.
And in spite of the somewhat partisan comments by some mem-bers of this committee, I really don't think this is a partisan issue.I think all of us are very concerned about home and community-

based care for the elderly.
I would like to ask a couple of questions. One, as I recall, when I

was working at the State level, the participants in home and com-munity-based care had to be on the verge of going into a nursing
home in order to be eligible to participate, and there had to be
some significant savings. I believe it was at least 5 percent. In
other words, it had to be cost effective. It had to be lesser in costthan nursing home care.

Now is that still essentially the formula? Is that the formulathat you are working with?
Governor GRAHAM. Our State community care program requires

an individual to be Medicaid eligible; that is, he would be eligiblefor Medicaid if he were to go into a nursing home. We do not re-" quire that he be one step away from a nursing home in order to
begin to participate in the program. If a person can indicate his
likelihood of avoidance or deferral of the time when he would re-quire nursing home care would be enhanced through the types ofservices that I illustrated in these few examples, he would be eligi-ble to do so.

We currently are serving approximately 30,000 plus senior Flo-ridians with this programwhich we estimate is a little better
than one-third of the total need within our State. And our goal, asI indicated, over the next 10 years is to move to fill 100 percent of
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the need for services to those who are eligible financially and can
benefit, based on their circumstances.

Mrs. MARS. Now, when you have an individual who is in their
own home maybe receiving services from several different kinds of
private providers, what kind of monitoring does your State social
agency do to make sure that those services truly are being provided
and that elderly person who might be very vulnerable and isolated
is truly getting the kind of care that they need?

Governor GRAHAM. Within our. State department of health and
rehabilitative services, a program office of Aging and Adult Serv-
ices. Case managers under that program office are responsible for
each of the recipients of Community Care for the Elderly Progrem.

I have a program in which I take a different job once a month.
And one of my jobs was to work as a case manager in that pro-
gram. And I got a little firsthand experience with the degree of
close contact and care of the elderly person. I was able to see that
the services that they are supposed to receive are being provided,
that they are quality services, and that work with the providers en-
courages them to meet the needs of the elderly. Most of the provid-
ers are nonprofit. Many of them are religiously associated organiza-
tions. There are also some proprietary groups, particularly in the
area of home nursing care.

Mrs. MARS. Thank you very much, Governor.
The CHAIRMAN. Mr. Lightfoot.
Mr. LIGHTFOOT. Thank you, Mr. Chairman. Governor, I appreci-

ate your tolerance today. As somebody once said, the mind will
absorb only what is able to endure, and you have been here quite a
while.

I'll make this as brief as possible. I represent a district that has
over 20 percent of its people over the age of 65. You mentioned the
DRG's a moment ago. We have found them to be rather devastat-
ing to our State's small rural hospitals. With that type of a popula-
tion, a certain percentage of them bring their medical problems to
you in Florida in the winter and bring them back to us in the
spring.

But from your viewpoint, with the DRG's, have you spotted any
particular problems that you have had with them? And if so, how
have you handled those problems? Maybe that will give us some in-
sight into how we can help on our side.

Governor GRAHAM. Mr. Congressman, I want to be candid. I do
not sit here as an expert on the DRG process. I am concerned with
the lack of nuance that the system has; that is, it's the inability to
take into account factors that are reasonably related to the cost of
health care services such as the age of the individual and his physi-
cal condition at the time of the entry into the hospital.

I believe those are refinements which are well within the capac-
ity of the Congress and the administering agency to incorporate
into the system. As I indicated in response to an earlier question, I
believe the basic philosophy of paying for health care services on a
contractual basis in advance rather than on a fee for services after
delivery is a sound one. And it is one that is being used in many
other areas. The whole growth of the health maintenance organiza-
tions are built on the same prepaid health care principle.
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So rather than consider discarding the program, I would suggest
that it ought to be looked at with a scalpel for refinement.

Mr. Lionwoor. May I follow up very quickly?
Basically I guess the point I was trying to get to is, we are find-

ing that the DRG's are being detrimental to a lot of our small hos-
pitals. Now, are you experiencing that same kind of thing? Is it im-
pacting them in a negative kind of way? If so, are you as a State
trying to do something about it?

Governor GRAHAM. I would say if I had to select a category of
hospitals that seemed to have been most adversely affected, it is
not the smaller hospitals, but, instead, the most sophisticated hos-
pitalsparticularly those that are associated with a medical
schoolwhere, typically, the most serious cases are admitted.

You have a combination of health care plus medical education,
and in some cases even research, which are difficult to unbundle
from an economic standpoint. And therefore they probably are the
most adversely affected financially from the DRG system.

Mr. LIGHTFOOT. Thank you, Governor, Mr. Chairman.
The CHAIRMAN. Thank you.
Mr. Boehlert.
Mr. BOEHLERT. Thank you, Mr. Chairman.
I guess I would like to start with a protest of sorts. When we

have witnesses of the caliber of Governor Graham and Mayor
Schaefer with their experience and insight, I would hope that we
would have more time to have the benefit of your counsel.

What I would like to do instead of asking one good question is
ask one good question with 22 parts, but I know that wouldn't be
permitted. But I am intrigued, Governor, by your Florida Home
Care for the Elderly Program which is fully funded at the State
level, and it is for the frail elderly and the average subsidy is about
$122 a month and you figure it saves you something in the magni-
tude of $10,000 per care in Medicaid costs.

And I assume that the State picks up 50 percent of Medicaid
costs.

Governor GRAHAM. It is less than 50 percent at the present time.
Mr. BOEHLERT. But that is very cost-effective program, so to ask

the broad question, tell us a little bit more about the specific pro-
gram, because it seems, one, to meet the needs of the people we are
so concerned about, and, two, it seems to be most cost-effective,
and, three, it seems to be innovative.

Governor GRAHAM. This is a program which subsidizes a family
with a medically eligible elderly relative to keep that indiviudal in
their home. Typically if a family includes a Medicaid eligible older
person, that the family is probably economically distressed out of
economic necessity. Many of those families might be inclined to
place their frail elderly grandmother or grandfather in a nursing
home, and therefore, see that the elderly person is served in an in-
stitutional setting and be relieved of the economic cost to them.

That is what the current system almost forces many families to
do. What this program does is provide an alternative. And it says
we will pay you $122 a month if you will keep your grandmother or
grandfather at home and do what that older person and the family
really wants to do, which is to keep the family together.

52-706 0 - 85 - 3
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Mr. BOEHLERT. You said that is an average, right? So I assume
there is higher payments and lower payments.

Governor GRAHAM. Yes. And it saves the Federal Government,
which pays better than 50 percent, and the State government,
which pays the balance of the cost, from placing that person in a
nursing home at $1,000 a month.

Mr. BOEHLERT. Governor, may I for the record, Mr. Chairman;
ask that you have your staff provide some more information on the
specifics of that program for the committee because I think it is
quite interesting.

Governor. GRAHAM. We shall do so.
The CHAIRMAN. Without objection, it will be ordered.
[The following material was subsequently received from Gover-

nor Graham]
HOME CARZ FOR THE ELDERLY

The Florida Home Care for the Elderly program is administered by the Aging and
Adult Services Program Office, Department of Health and Rehabilitative Services.

The 1977 Legislature enacted the Committee Substitute for Senate Bill 178 as 77-
336, Laws of Florida, in recognition of those families and friends who continued the
tradition of caring for their frail and impaired elderly members of the family in
their own homes without regard to the financial cost burden or the, physical and
emotional demands placed on the families' time and energies. This law was codified
as Sections 410.031-410.034, Florida Statutes, and promulgated as Chapter 10A-9,
Florida Administrative Code.

With rent trends to focus on home and community-based !service programs and
to encourage the maximum utilization of informal service support networks in lieu
of the higher costing formal care models, the Home Care for the Elderly program
stands as a viable model for a cost-effective alternative, and is designed as an alter-
native to nursing home and institutional care utilizing the family and friends of the
frail and impaired elderly as the informal service support network. The legislative
intent of the program is to encourage the provision of care for the elderly (those age
65 or over) in a full-time, family-type living arrangement in a private home by a
person or group of persons, whether relative or non-relative, on a nonprofit basis.
Services include three basic subsidy elements: (a) Basic support and maintenance
payment to cover the cost of housing, food, clothing and incidentals; (b) Payments
for medical, pharmaceutical, and dental services not covered by insurance; and (c)
Special supplements to provide for any service and specialized care required to
maintain the health and well-being of the elderly person.

Eligibility for those 65 and over who are at risk of institutionalization is deter-
mined by Health and Rehabilitative Services service units. Financial eligibility cri-
teria are the same criteria used to determine eligibility for assistance under Title
XVI of the Social Security Act as existed on July 1, 1977, or as used to determine
eligibility for nursing home care under Section 409.266, Florida Statutes.

The service unit care managers also provide direct services to the recipient and
the service provider. This coordination between the informal service support net-
work and the case manager, together with the payments made for basic subsidy,
medical support, and special supplements, combines to provide a model of care and
services comparable to the care and services provided by the nursing home and in-
stitutional care models.

The CHAIRMAN. Governor, it is my understanding that Mayor
Schaefer has to get away in about 5 minutes. But he is not going to
get away until we ask him at least one question. I would like to
have him come forward and sit next to you, because I think this
question may need your assistance.

Mayor Schaefer, you told the committee
Mayor SCHAEFER. Mr. Chairman, before you ask the question,

may I just say one word?
The CHAIRMAN. Yes, sir. Will you proceed?
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Mayor SCHAEFER. I am very impressed with the Governor, and I
have learned a tremendous amount. Some of his ideas are innova-
tive. I am very glad that I came. I appreciate the questions. A Gov-
ernor who leaves the office and goes into a nursing home and
works is my kind of man. And I just want to commend him, if I am
not violating protocol by doing that.

The CHAIRMAN. Well, Mayor Schaefer, you are a mayor from an-
other State, from the State of Maryland. And to hear that com-
ment made by you, I think it is a real tribute to the Governor from
the State of Florida.

Now, Senator Pepper told me that both he and Mrs. Graham
were true friends of the elderly, and you have now confirmed that.
But the one question, mayor, you said that 40 percent of Mary-
land's poor live in Baltimore. You also pointed out very effectively
that hospitals are pressured to reduce cost and that they discharge
early and that in many instances these people are still ill.

You went on to say that they are denied nursing homes and
health care services under Medicare, which is not only in Mary-
land, but all over the country. And then I think you made the
point that in most instances these people are not poor enough for
Medicaid.

I asked the Governor a question with regard to those that come
under Medicaid. He said, "well, then the State takes care of them".
There are various States that find a person to be eligible for Medic-
aid only if they have absolutely nothing, not even their own home.
The State of California just recently changed that. They said, "yes,
you elderly people can have your own home". But other States do
not have that.

In view of the fact that these conditions now exist, and that we
find a program that is reducing care for the elderly, what is the
answer? Is the answer to this, perhaps, a good national health
plan? What is your opinion, Mr. Schaefer? I want to ask you that,
and then maybe the Governor can comment later.

Mayor SCHAEFER. You have so many statements in there in the
question. Many of the elderly in Florida are not poor. They go
down to Florida because in some respects they can take care of
themselves. In Baltimore, when I said 40 percent of the State's
poor live in the city of Baltimore, they come there for a specific
purpose or they stay there for a specific purpose because someone
in the city will be worried about them and try to take care of them
and come up with a program. And we have utilized most of the
Federal programs to do what you say.

What is the answer? Well, first of all, we are in this transition
stage, and I am part of it, to get everyone out of the hospital as fast
as possible so that we can reduce health costs. I had never really
thought out what the consequences would be until Dr. Guarnieri
said to me, "That's very nice, Mayor, what is your long range plan,
what is your thinking as these people come out?" And given the
cases that she cited for me, I have got to start considering a long-
range plan. I have got to develop a program like that the Governor
has in Florida for the city of Baltimore.

Now, a national program is the answer. I think that is absolutely
right, because there is an intervening measure of government be-
tween the Federal Government, and there is the State and there is
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us. The State keeps telling me that they can't do more, they can't
do more. They expect us to do more for ourselves. That is the city
role they see.

Well, the city has most of the poor and an already high tax rate,
there is going to be a point where we can't do more for ourselves.

The CHAIRMAN. And neither can the poor because they are too
poor.

Mayor SCHAEFER. There is one statistic that I use. One-third of
our people pay taxes, a lot of taxes; one-third pay some taxes and
one-third pay no taxes.

What I am saying is, some people in the city pay a whole lot. I
don't pay enough of my real estate taxes to cover the cost of police
and fire protection that I receive. And there is another group that
lives in the city of Baltimore, this poor that we are talking about
that pay nothing; they can't pay.

Do you know what worries me? As I get older, I am worried that
I won't have enough to stay independent of medical costs. One big
serious illness and I am wiped out. And I don't want to be wiped
out. I don't want to live continually under the fear that someday
nobody's going to be worried about me, and I am not going to have
anybody caring about me. Now, you say, well, that's your problem
and not mine.

I'm not sure it is my problem alone. I think we have got a duty.
If I get older, and my life expectancy is continued I don't want to
feel that I am obligated and have to beg somebody. I'd like to have
that program that I spoke of before. I can go to the hospital, I can
get out of the hospital and somebody will take care of me at home.
Now, that is much, much cheaper. We can do this.

Congresswoman, you ought to ask one question. What would I do
if I had one wish? My one wish, I would get all these people togeth-
er, all these providers and all these people, and I would sit them
down and I would say, OK, now here is the problem. You are kick-
ing them out of the hospital early, what are you going to do? What
are you going to do?

There is an answer to this. There is an answer, and the answer is
in this program that will set up a home care program. People
aren't going to cheat. There are two concerns: are people getting
the proper care and are they getting too much care.

The CHAIRMAN. Ms. Bentley, would you like to respond?
Mrs. BENTLEY. Well, I didn't talk about the money. I was just

asking about the one wish that the Governor had. And I think
what the mayor has suggested here is probably an excellent ap-
proach, Mr. Chairman; namely, that we do get all of them and sit
around and do a brainstorming session.

And I do want to comment, Mr. Chairman. I didn't have the op-
portunity at the opening to introduce Mayor Schaefer, even though
he is not directly from my district, he is so close that I can reach
out every day and touch him. And Baltimore County, which is my
district, and Baltimore City are so interrelai.ed and mterdependent
that whatever happens in Baltimore City dramatically affects Bal-
timore County and ice versa.

Like myself, I sit on a board of a hospital and a nursing home in
Baltimore City as a matter of fact. And therefore, I want to point
for the record, Mr. Chairman, that we are all very pleased and
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proud by the accomplishments of Mayor Donald Schaefer of Balti-
more City. He has brought new life, new jobs, and new hope to the
entire Greater Baltimore Area, and everyone there is so pleased
with what he has done. He is almost like the Pied Piper. I think he
could play a flute and everybody would follow.

He is looked upon truly as a fairy godfather of the area. And
when he says that he is concerned, he means it. And when he says
in our country that we should help the elderly, he means it, and I
agree with him. The mayor noted that 20 percent of Maryland's
population of the elderly, 65 and older, is in Baltimore City, and I
might note that in Baltimore County, 22 percent of the population
is 60 and over.

As a matter of fact, my husband and I contribute to that figure.
So we do have a vast concentration of the elderly in that metropoli-
tan area. And I am equally concerned with him. Maryland happens
to be one of the four States, Mr. Chairman, that has been granted
waivers by the Department of Health and Human Services in rela-
tion to the handling of Medicare payments because Maryland was
in the forefrorit of cost containment of hospital expenses.

However, this does not exempt Maryland from applying the lim-
ited hospital stays. We don't fall right directly under the DRG Pro-
gram, but we have to follow the general criteria. Of the whole area,
as a result, we have many empty hospital beds, and the mayor is
familiar with that problem. We have had many layoffs of employ-
ees at the hospitals as a result.

Mr. Mayor, do you think it might be feasible that the hospitals
could set aside a certain portion of those empty beds for intermedi-
ate care? In other words, this concern about those who are sent
home because their 5 days are up or their 7 days are up, maybe
have intermediate care in these portions of the hospitals that are
closed off today where they can staythe patients can stay another
3 or 4 days, particularly the elderly, and the cost would maybe be
in the $50 to $75 area rather than the $150 to $300 arena, which
would reduce the cost but would give these people the extra little
care until they're able to really move arc'ind on their feet.

Do you think that is a possiblity we migiA play with?
Mayor SCHAEFER. It is a possibility, but I would not recommend

it right now. The reason I wouldn't is because I don't think we are
in a position to do it. I think we are pushing people. And I think if
you utilize those beds that way immediately, they are going to get
right back again to the hospital care. I would rather wait a little
bit longer and see what happenswell, we have a report coming on
reduction of beds.

As the reduction of beds comes in and we see what we have to
reduce, then go into a different type of thinking. My own people
that Dr. Guarinieri and I are going to spend our time thinking
about is home care, out of the hospital, into the home setting, be-
cause as you get older, and I remember from some personal experi-
ences, the older people do not want to go into institutions. They
don't want to go into nursing homes. Where they want to go is into
their own house.

Mrs. BENTLEY. That's right.
Mayor SCHAEFER. And it is tough on a family when they have a

parent who is elderly who they can't care for anymore. It is a
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wrenching existence for the person who must make the decision,
but it is also difficult on the other aide. And this program the Gov-
ernor has I just think is great. I think that is a wonderful program.
And I think that is something we are going to very seriously think
about.

The CHAIRMAN. All right, the time of the gentlewoman has ex-
pired.

Mr. Gekas.
Mr. GEKAs. Thank you, Mr. Chairman.
I wish the lady from Ohio to remain because she had seemed to

take a swipe at the administration when she at least implied that
the administration dismisses home care as a utilitarian way to pro-
vide health care. I hope that the witnesses here understand that
we cannot in trying to arrive at solutions here, attribute ill motives
to the administration or to anybody involved in this process, rather
it seems to me that the administration was trying to foster the
kinds of programs and to promote the kinds of programs and to en-
courage the kinds of programs which the Governor has enunciated
in trying to deal with health care as an alternative.

I do hope that the two witnesses share in my feeling that the ad-
ministration faced with deficits, faced with maintaining an econo-
my which makes all these programs possible in the first place, and
to maintain it is just as important, is not interested in eliminated
home care, but rather to put it in a different context given the defi-
cit problem.

Mayor SCHAEFER. Mr. Congressman, let me answer that by
saying anything the Federal Government does for me, I appreciate.

Mr. GEKAS. Does to you.
Mayor SCHAEFER. If you give us a program, we try to work it tk.,

get the best benefit for the tax dollar. If the program is gone, it is
gone. I am a realist. We work with what we have. I heard what the
Congresswoman said. I hear what you are saying. I think the Gov-
ernor and I are not concerned over Republicans or Democrats. I
think we are worried over one thing, elderly people. .

Mr. GEKAS. Of course.
Mayor SCHAEFER. And I think he has evidenced this, in my opin-

ion, and you have got to make some priorities. Now I think we
have a duty to the elderly. I believe this. I believeyou see, the
Governor touched on something that vre are not going to get into
today. That is prevention, nutrition. The cutback on the Nutrition
Program, I don't think you would deliberately do that. I don't
think you want to hurt people.

Maybe we haven't been able to convince you of the importance of
the Nutrition Program, Meals on Wheels, and what it does for
people. It is the only contact that some people have with the out-
side world.

Housing for the elderly, I have had people stand beside me and
say, "This is the closest I'll be to heaven until I get there," because
you provided the money for the homes for the elderly secure, and
the same way we are in health care right now. And I don't want to
go into sermons, but health care is a big problem.

Governor GRAHAM. I agree with the mayor. This is not a partisan
issue. Everyone has a commitment to see that we meet our nation-
al responsibilities to those citizens who built this country, defended
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it, gave it to us to continue. I would urge, however, that in looking
at the economic side, that we not fall into the trap of asking what
is in the best interest for the end of this fiscal year and, instead,
take a longer view.

Clearly, if all of the programs other than hospital care were
eliminated it would be fiscally advantageous to the Federal Gov-
ernment from now until the end of September. It would be disas-
trous for the Federal Government for the 12, 24, 36 months there-
after. So we all share the concern about the financial condition of
America. The question is: Do you take a short view or a strategic
longer view of what is in the interest of both the citizens being
served and the general taxpayers who are going to have to pay for
those services?

My belief is the long viewfor both the elderly American and all
Americansis an investment in less confining, less institutional,
more prevention-oriented, community-based programs

Mr. GEKAS. It is possible, that this administration has the long
view that that should bethese programs should be mutually
shared. The long view for reducing costs is for steady replacement
and cooperation between the local governments, State govern-
ments, and Federal Government.

I have no further questions.
The CHAIRMAN. Governor, I would like thank youGovernor

Graham and Mayor Schaefer, for very excellent testimonies. We
said about 15 minutes ago that you only had 5 minutes left, but we
kept longer than that. Your testimony has been most excellent,
and you have helped the committee a great deal.

Thank you very much.
The committee will now hear from a panel of expert witnesses

composed of Mrs. Catherine Ladner, Mr. Gordon Walker, Ms.
Elaine Brody, Mr. Stephen Yovanovich, Mrs. Karen Struve and Dr.
Suzanne Knoebel.

I am going to ask these witnesses if it is possible for them to
summarize their testimony, include their written text in the
record, it will appear in the record at this point.

I am going to ask Mrs. Catherine Ladner to start off the discus-
sion.
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A PANEL OF WITNESSES, CONSISTING OF CATHERINE LADNER,
ON BEHALF OF HER MOTHER, RUBY MOBLEY, LUMBERTON,
MS; GORDON WALKER, EXECUTIVE DIRECTOR, JEFFERSON
AREA BOARD FOR AGING, CHARLOTTESVILLE, VA; ELAINE
BRODY, ASSOCIATE DIRECTOR FOR RESEARCH, PHILADEL-
PHIA GERIATRIC CENTER; STEPHEN YOVANOVICH, PRESIDENT
AND CHIEF EXECUTIVE OFFICER, VISITING NURSES ASSOCIA-
TION OF BUTLER COUNTY, INC., BUTLER, PA, ON BEHALF OF
THE NATIONAL ASSOCIATION FOR HOME CARE AND THE
AMERICAN FEDERATION OF HOME HEALTH AGENCIES; KAREN
STRUVE, PRESIDENT, WALKER METHODIST RESIDENCE AND
HEALTH CARE SERVICES, INC., MINNEAPOLIS, MN, ON BEHALF
OF THE AMERICAN ASSOCIATION OF HOMES FOR THE AGING,
AND AMERICAN HEALTH CARE ASSOCIATION; AND SUZANNE
KNOEBEL, M.D., PROFESSOR OF MEDICINE, UNIVERSITY OF IN-
DIANA

STATEMENT OF CATHERINE LADNER
Mrs. LADNER. My name is Catherine Ladner. I am the daughter

of Mrs. Ruby Mobley. My mother is home, but
The CHAIRMAN. Will you please speak into the microphone, we

cannot hear you.
Mrs. LANDER. My mother is homebound with serious illnesses at

this time, and she has therefore asked me to appear before this
committee for her and read to you her testimony. My mother's i;es-
tirnony is as follows:

My name is Ruby Mobley, and I live in Lumberton, a rural Mississippi town. I am
86 years old, have been widowed since 1941, and have raised three children alone. I
draw $297 monthly social security and live in government-subsidized housing.

I have had serious medical problems since 1979, and first received home health
services that year. My medical condition has deteriorated since June 1988. In June
1983 I was discharged from the hospital following only a few days stay for a life-
threatening illness. I have recently been hospitalized three different times and twice
sent home still very ill. After being seen by the home health nurse, I was readmit-
ted to the hospital by my physician.

Each time I was told that they could readmit me under a different diagnosis than
I was previously hospitalized under. I don't understand why I have to be sent home
from the hospital before I am able to be managed at home by the home health
agency. It is my understanding that hospitals are getting their Medicare money
from patients stays in the hospital differently than they did a few years ago. What I
don't understand is why we elderly have to suffer for how the hospitals get paid.

In April of 1984, I was notified that my home health visits would no longer be
covered by Medicare. The notice stated that the visits were not "reasonable and nec-
essary." I was very angry, upset, and frightened about my home health visits being
cut off. I could not understand why the home health agency stopped my visits, and I
was afraid of what would happen to my health without the nursing visits. I did not
understand at that time that an insurance company working for the government
had cut off the visits. I blamed the home health agency then, but I now know the
visits were terminated by the insurance company which was working for the gov-
ernment.

The home health visits stopped in April of 1984, as soon as I got the notice of
termination. I requested a reconsideration of my case, and when that was denied, I
asked for a hearing. However, I was not receiving any home health visits from April
1984 through August 1984 while waiting for hearing. I have Medicaid, but all it will
cover in Mississippi is a few of my medicines and my hospital deductible and co-
insurance.

Since I was on Medicare, home health was not covered by Medicaid. While I was
waiting for the hearing my medical and physical condition deterioriated rapidly. In
August of 1984, I was hospitalized with a C.V.A., also known as a stroke. When the
home health nurses were seeing me, they were constantly checking for signs and
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symptoms of problems like this, and if the symptoms showed I was in danger of my
circulation problems causing a stroke, they would take appropriate action to pre-
vent the stroke. However, since I was not receiving the home health visits in August
of 1984, the nurses were not there to prevent my stroke. I am convinced that my
stroke would not have occurred or would have been much less likely, if the home
health services had not been terminated. This is especially frustrating because the
stroke occurred while I was waiting for a hearing on my case.

In March or April or 1985, while I was waiting for my hearing, I received a letter
and form which said it was part of a survey being conducted by the Health Care
Financing Administration. A copy of this form is attached to my written testimony
and marked Exhibit A. I did not understand what this form was for or what it
would be used for. I have since learned that patients who marked this form in the
wrong way had their request for hearing dismissed. Fortunately, my daughter
helped me fill out the form in such a way that my case was not dismissed.

After we sent the form back, I received a note asking my daughter to call about
my case. A copy of this note is attached to my written testimony and marked Exhib-
it B. My daughter did not call in response to this note because she learned that
when other patients made the same call, the person tried to talk them into with-
drawing their request for hearing. My da ter, therefore, did not call the number
because we did not want our hearing to be .

It seems very strange to me that the government would give me the right to Med-
icare medical care and if denied a hearing, the same government would take this
right away. In May of 1985 a hearing was finally had on my case, over a year after
my home health benefits were terminated. The hearing on my case was held with
my daughter present as my representative. The evidence in my case was so convinc-
ing that the judge stopped the case in the middle of our presentation and ruled for
me. A copy of the decision on the Administrative Law Judge is attached to my wit-
ten testimony and marked Exhibit C. The judge held that my Medicare benefits
should not have been terminated. While I am glad that we won my case, I believe
my stroke could have been prevented had it not been for the original denial of care.
As a result of that denial of care, my health cannot be reversed to how it was before
the stroke.

I am back on home health services now. The value of these home health services
to my life and health was demonstrated this past May when the home health nurse
found a serious kidney problem that I did not realize I had. Because of the quick
action of the home health nurse, I received prompt treatment and what could have
been a very serious and life-threatening illness was cured before it became life-
threatening.

In conclusion, I would like to point out that, Number 1, because of my advanced
age and serious medical problems, I badly needed the medical services provided by
the home health agency. Number 2, I have needed more time in the hospital due to
my many medical problems, but am sent home each time as sick as when I went
into the hospital.

I wanted to blame my doctor for not letting me stay in the hospital long enough.
He told me he had no control over my length of time in the hospital. I then wanted
to blame our small rural hospital and even tried a larger hospital on the Mississippi
Gulf Coast, all to no avail. Had it not been for the home health agency taking a
chance and caring for me prior to the hearing, I don't know what I would have
done.

I believe the Medicare and Medicaid benefits are invaluable to older persons such
as myself who have serious and life-threatening illnesses. The home health medical
services which are covered by Medicare are especially important to us because in
many cases we can manage illnesses at home if we have periodic skilled nursing
visits to assist us.

However, the Medicare benefits do not help very much when they can suddenly
and arbitrarily be taken away by the insurance company that admiriisters the pro-
gram for the government. For an elderly person with serious illnesses, such as
myself, a lot can go wrong in the year or more that it takes to get a hearing on the
denial. The stroke I had while waiting for my hearing is a prime example of this
problem. It is also my understanding that like me, many other sick and elderly
people have had serious complications and problems arise after their home health
services were terminated, and some have even died shortly after the home health
visits were cut off.

The value of these Medicare benefits is also diminished if we are discouraged
from exercising our right to a hearing. I do not understand why the government
gives us the right to a hearing and then tries to discourage us from using that right.
And who knows, the very skilled nursing visits I am not receiving may be denied
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two, three or even four months from now. My children help a lot, but they are not
doctors or nurses. But I wish they were. I would not be fighting the system I am
fighting today to receive the care necessary to sustain my life. I would like to
remain in my own home.

I would like to thank each member of the committee for taking the time to listen
to my story.

The CHAIRMAN. Thank you.
[The exhibits submitted by Mrs. Mob ly follow:]
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Dear M.s Mobley:

As part of a study being conducted by the Health Care.
Financing Administration in Atlanta, CA, we have been asked
to contact you for information about the attached copy of
the request for herring/reconsideration.

Please answer the following questions and then sign your
name in the space provided. Enclosed is a postage-paid
envelope to be used in returning the questionaire to our
office.

If you have'any'quegtions about the questionaireall our
office and ask for Hr. Hooker or Mr. Connell. Your prompt
reply will.be'.appreciated.

Char/es. .
Districtnitigerg

2. Did. 'yota sign the attached request for a _hearing
/reconsideration?

'ZES NO

2. If you did sign the form, did you understand what you
were signing?

t/ YES NO

3. Did someone from Home Health Agency Multi County ask you
to sign the form?

YES NO

4. If you signed the form, do you still want a hearing
/reconsideration on the medicare denial?

YES

SIGN HENE: 4r

(I g 4 C

Exhibit "A"
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Come in

.,/1/11,

the Social Security Office

Phone 205-832-7503

MRS. LADNER: IT IS MOST IMPORTANT THAT I TALK WITH
YOU REGARDING THE HEARING THAT HAS .

BEEN _SCHEruir.rn .pOR YOUR MOTHER;
-GAMY-MOBLEY PLR-ASE CALL ME AT THE
ABOVE ennE NUMBER AS SOON AS POSSIBLE.

THANK YOU
(- Hours 7:00 -3:30

--1Warlymihtd y cept National Holidays

7h"s or
MRS. COTTEN in Jurig. AkPrc.nffirrr.

The hearing scheduled for Ruby Mobley
Miscer,,,me 5/22/65 at 1:45 P.M. in Hattiesburg,MS.

-5 N 425-24-3973A

If you are going to visit the office, please bring this card and the
following items with you:

f0f1.1 SSA27011 ts-rri
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bCrARTMENT or
HEALTH. EDUCATION. AND WELFARE

SOCIAL Stcumry ADMINISTRATION
ADDRESS:

OHA
P. O. BOX 4360
Montgomery, AL, 36101

USINCIS
&&&&& VOR /141VATC USE. 1100

Postage nt Fees Fait
U.S. Department .t N.E.W.

HEW 377

Mrs. Catherine M. Ladner
c/o Mrs. Ruby-Mobley
908 Camp Ave.
Lumberton, MS. 39455

1..11 1 1 ..I I I.
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Name and Addles, of Claimant:

Ms. Ruby Mobley
908 Camp Ave.
Lumberton, MS. 39455
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PROVIDER:

tIOTE TO PROCESCI140 DEN 1"E'

FURTHER ACTION
NECESSARY

Home Health Agency Multi-County, INC.
P. O. Box 3409
Hattiesburg, MS. 39401

NOTICE OF FAVORABLE DECISION_
PLEASE READ CAREFULLY

The enclosed administrative law judge decision Is favorable to you, either wholly or partly. If you
are satisfied with the decision, you need not do anything, Your file has been malted to another
office for processingF-1TO docisiTr7ou will be contacted by that office or your local Social
Security office if further Information Is needed from you. If you are contacted, please respond
prompay in order to prevent delays. As soon as action on the decision has been completed, you
wni be nofiTifraliTring.

If Q./same with the decisioridou have the richt to request the Appeals Council to review it
within 50 days from the date of rocirptrif this notice. It will be presumed that you received this
notice within 5 days alT3Fi nle date shown below unless you show us that you did not receive it
within the 5-day period. You (or your representative) may file a request for review at your local
Social Security office or at the hearing office. The request can be made either In person or by
melting a letter to these offices. You may also snail the request for review directly to the Appeals.
Council, Office of Hearings and Appeals, SSA, P.O. Box 3200, Arlington, VA 22203.

The Appeals Council ma_Lhoweven within 60 days, from the date shown below review the
decision on its own motarTra CFn 404.969 and 416.1.1 fild result in a change in the
decision. Alter the 60-day period, the Appeals Council generally may reopen and revise the
decision on the basis of new and material evidence, or If a clerical errorhas been made as to the
amount of benefits, or where there is an error as to the decision on the lace of the evidence on
which it Is based (20 CFR 404.988 and 416.1488; 42 CPR 405.750 and 405..1570). The Appeals
Council will notify you if it decides to review the decision on its own motioh or to reopen and
revise It.

Unless the Appeals Council reviews the decision on its own motion, or you timely request review,
you may not obtain a court review of your case (sections 205(a), 1631(c)(3) or 1869(b) of the
Social Security Act).

This notice and enclosed copy of
decision mailed
tlAY 31 , 19115

cc:
Name and Address of Representative: r"toRNEY FOR PROVIDER:

Ms. Katherine Ladner (7/1r. Wayne Bynum
P. 0. Box 568 Box 654
Poplarville, MS. 39455 Pattienburg, MS.33K98 3940]
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DVAHTMENT nr
HEAI.%!! AND HUMAN SKRVWES

SOCIAL SECURITY ADMINISTVATION
OFFICE OF HEARINGS AND APPEALS

DECISION

In the case oft Claim for:

Hospital Insurance (Part A,
Ruby Mobley Hose Health Services

(Claimant)

Home Health Agency
Multi County

425-24-3973A

(Provider) (Social Security Number)

This case is before the undersigned Administrative Law Judge
upon a request or hearing timely filed by the beneficiary, Ruby
Mobley, expressing dissatisfaction with the'reconsideration
determination concerning services furnished during the period
February 1, 1n84, through April 19, 1984.

ISSUES

The general issue to be decided is whether the serviCes to
beneficiary during the period February 1, 1984, through April
22, 1984, are covered under the Medicare program as Home Health
cervices.

LAWS AND REGULATIONS

Section 1811 of the Social Security Act, as amended, provides,
in effect and as pertinent here, for protection against hos-
pital, related poet - hospital, home health services and hospice
care costs for individuals who are 65 years of age or over and
eligible for retirement benefits under Title II of this Act.

7)
BEST COPY AVAILABLE
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s otl,n 1012 1 1,,Itin,.nt here, th

b2nefit:: ry .he ilam:;Ince grog:

under thin Part ; 11 tu, I ; ,Intiti"ment to ,INVO pllyMent
on hie behalf for ".,. (.3) Hialle Health Serviceo:.

Section 1862(a) of the said Act provides, as pertinent here,
that no payment may be made under Part A for items or services
which are not reasonable and necessary for the diagnosis or
treatment of illness or injury or to-improve the functioning of
a Malformed body member or which are not reasonable and
necessary for the prevention of illness or where such expenses

are -for custodial care.

Section.1879(a) provides, in effect.and as pertinent here, that
where a determination has been made that payment may not be made
for items or services furnished because they are excluded under
1862(a)(1) or (9); and both the beneficiary and provider did not
know and could not reasonably be expected to know that such
payment would not be made, then payment would be made notwith-

standing the determination.

Subsection (b) provides, in effect and as appropriate here, that

in such cases of payment for excluded services except the
provider should have known that payment could not be made the

Secretary shall indemnify the beneficiary for any such payments,

and such payment shill be considered an overpayment recoverable

from the provider.

Subsection (c) provides, in effect and pertinent here, that no
payment shall be made under this section if both beneficiary and
provider should have known that such items and services were
excluded under 1862(a)(1) or 1862(a)(9).

Subsection (d) in effect, in cases arising under (b) and (c)
above, extends the same appeal rights to providers if it has

been determined that the beneficiary will not exercise such

rights.

In summary, the appeal rights extended to providers under
Section 1879 are limited to those involving items or services
excluded under 1862(a)(1) or (9); and then only those not
covered under waiver of liability in which a determination has
been made that either the provider or both the provider and
beneficiary knew or should have known that the said exclusions

would apply. Any waiver applied to any items or services not sa

excluded would be inappropriate.
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wltneas oh behalf of the provider WAR Ms. !Mali Parker,

register nurse, who Is employed by the provider.

The testimony in the record in this case established that the
beneficiary was admitted to home health care on July 20, 1983,
with b diagnosis of gaetroenteritie, high blood pressure, chest
pain, osteoarthritis, hiatal hernia and a slow heart rate. The
testimony presented a picture of an aged and debilitated
patient, whose condition was deteriorating. On March 27, 1984,
her blood pressure dropped to 80/50 and her attending nurse
immediately contacted her treating physician. On one other
occasion during the period in issue she, the attending nurse,
contacted the physician. The record also establishes that the
nurse met with the supervisor during March to discuss the
beneificary's particular problems.

On August 2, 1984, this beneficiary was hospitalized with a
cerebral vascular accident' with left hemiparisia, less than four
months following her discharge to self-care. This in and of
itself is a strong indication of her need for skilled care on a
weekly basis during the period in issue. Certainly at this
point she is a high risk candidate for recurring strokes. There
is of'course no way of knowing whether continued skilled visits
on a weekly basis would have prevented this stroke but certainly
the prevention of such occurrences is one of the primary reasons
for thi existence Of-the pii5§EafC.: The beneficiary's overall
condition would support a finding that recovery and safety can
be assured only if the total care is planned, managed and
evaluated by technical or professional personnel. The
undersigned Administrative Law Judge concludes, therefore, that
the nursing visits made to this beneficiary during the period at
issue constituted a skilled level of care and were reasonable
and necessary under the circumstances.

FINDINGS

Based upon the evidence of record and consideration thereof, the

Administrative Law Judge makes the following epecifiq findingss

1. The beneficiary, Ruby Mobley, received home health
services from the provider, Home Health Agency
Multi-County during the period February 1, 1984,
through April 19, 1984.

2. The services constituted a skilled level of care and
were reasonable and necessary for the diagnosis and

treatment of beneficiary's illnesses.

BEST COPY AVAILABLE
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"oneficiaLy, Rni,y hubby, is entitled to have payment made in
her 1,ehalf for services furnished by Home Meal,h'Agency
Multi-County during the period Februay 1 1984, through April
19, 1984.

Date: May 31, 1985

G. M. Aker.
AdmInittrative Law Judge
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The CHAIRMAN. The Chair now recognizes Mr. Gordon Walker.

STATEMENT OF GORDON WALKER

Mr. WALKER. I am Gordon Walker, executive director of the Jef-
ferson Area Board for Aging, and Jefferson Area Board for Aging
is one of over 600 area agencies cii aging in the country, and there
has been a lot of discussion today about who is responsible for the
pooling and coordination of resources at the local level. And I
would like to enunciate that our agencies on aging are responsible
for that, doing the best job they can.

I have several case studies which I had selected to read, but I
think in the interest of time and because of what you just heard, I
will just limit it to one.

The CHAIRMAN. Will you provide anything that you may have for
the record?

Mr. WALKER Yes.
The CHAIRMAN. Thank you.
Mr. WALKER. This one case study is becoming very common,

almost a daily occurrence, not just among this area agency on
aging, but from other studies that are being done around the coun-
try. I will be speaking in just a moment to a study that we have
conducted in Virginia.

This case is a rural resident, male, age, 72; lives with wife, age,
64. Had a severe stroke early in 1984. Was hospitalized for 2
months, discharged to a nursing home to be rehabilitated. Went
home and received health care and family support. During the
spring of 1985, however, he had another stroke. He was admitted to
another hospital. He was released after less than 7 days.

His wife who is also frail did not believe he was well enough to
come home. She was given no explanation for his release. He went
home and become much worse the next day. The following day he
died in an ambulance on the way back to the hospital.

DRG's may seem effective at controlling distortions and the fund-
Mg bias of acute care. However, they do so without an attending
commitment to long-term care services. Consequently, economic
cost savings are jeopardizing health care accessibility and quality
of care. We find that simply by not paying for care at hospitals
does not necessarily result in the sudden absence of the need for
such care. Instead the responsibility of providing care has shifted
to nonhospital services creating unnecessary hardships because this.
burden has shifted without, an appropriate and necessary commit-
ment of resources.

The net result in many instances is a de facto rationing of care
which, in turn, is closing off access to life-sustaining services. One
thing I would like to note here is earlier testimony has talked
about persons having to be transferred to more expensive care.
What is of concern to me and other area agency on aging directors
is that people are receiving no care. There just is not a care system
out there capable of providing the care they need.

We have been talking about home health care. Home health
funded under Medicare is one form of care, but we are also talking
about many other types of in-home services. For example, in the
State of Virginia, we have seen an increase of close to 50 percent in
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the number of home-delivered meals served in the last year. We
have seen in the same amount of time 28 percent increase in home
services, home care, personal care.

In addition to this, there are over 580 persons presently on wait-
ing lists in the State of Virginia. These are the people who have
been assessed as having verifiable needs for home delivered meals
and in home services, people who are homebound who are not ca-
pable of doing for themselves. One other factor which is rather
frightening is that in the past 6 months in the State of Virginia,
we have witnessed an increase of 18 percent in reports of adult pro-
tective service cases. These are cases of abuse and exploitation. Al-
though no conclusive data can prove that this 18-percent increase
is directly a result of DRG's, many social service workers who are
responsible for taking adult protective service referrals believe this
increase is partially due to the family support system and the
other care systems for the elderly being overtaxed and underdevel-
oped.

Let me say one other thing about this study that we have con-
ducted in Virginia. We polled and surveyed during the past couple
of months over 160 different care providers. These are people work-
ing at nursing homes, home health agencies, area agencies and
"amily caregivers. What we see is a total breakdown in the system.
The system is just not working, and it is not working for multiple
reasons, many of which were discussed here today.

I would just like to reiterate that one thing that is of great con-
cern is that the Reagan administration and I can't help but believe
this is somewhat political, because that is what it is coming down
to as far as where the dollars are coming from or not coming
fromis using an equation to measure success of DRG's by the
amount of hospital dollars saved. If, however, we apply human
values and prudent medical ethics to this equation, then DRG's
should be judged ineffective and a failure for many disadvantaged
persons.

Clearly, all service providers have identified that care for sick el-
derly persons is progressively moving from hospitals to the commu-
nity creating in many instances, financial and emotional costs for
all care givers. It may be convenient and politically expedient to
regard cost containment efforts in a positive light. If we fail, how-
ever, to thoroughly look at those who are carrying the burden of
these costs savings, we are obscuring truths that should be ac-
knowledged and acted upon.

It is sensible to control the growth of Medicare costs, but it is
also prudent to preserve Medicare's social responsibility to provide
adequate care for the elderly. We should continue to try and reach
the goal of keeping people at home. We should do so, however, with
adequate financial support for the long-term care health system
and not in such a way as to endanger the patient's life and the
breakdown of their support system. Thank you.

[The prepared statement of Mr. Walker follows:]
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PREPARED STATEMENT OF GORDON WALKER, JEFFERSON AREA BOARD FOR AGING,
CHARLOTTESVILLE, VA

INTRODUCTION

The case studies you are about to hear are what a few clients on only one of more
than 600 Area Agencies on Aging have experienced during the past year. Empirical
studies and anecotal information from around the country strongly indicate that
these situations are occurring with disconcerting regularity.

CASE STUDIES

An elderly white female, age 70, was released from a local hospital after surgery
relating to cancer of the colon. She was released into the care of her elderly hus-
band, who was unable to provide the care required. She was referred by the hospital
to an area agency on aging (AAA) for homemaker service and to the Health Depart-
ment for Home Health service. Assessments made by both the agencies within two
days of discharge revealed that the patient required total care. The AAA homemak-
er program was fully subscribed at that time. The client died within a week after
discharge, while the AAA and the Health Department were in the midst of putting
together arrangements for limited care (I.E. periodic visits by a home health aide
and limited homemaker hours pulled from another client).

White female, age 73, diabetic, double leg amputee, was released from the hospital
less than a week after both of her legs were amputated. Her husband, age 72, is
frail. There is no running water or bathroom in their house, so water has to be car-
ried from a nearby creek. The Area Agency on Aging was contacted as a provider
agency for medicaid personal care services. Not to exceed 18 hours per week. Pa-
tient was taken home from the hospital in an ambulance where in AAA staffperson
and a R.N. were waiting to begin personal care services. The patient was in great
pain, barely conscious and the stump wounds needed dresses changes. She also
needed insulin shots, but the husband and other family members were unable to
administer them. The patient was incontinent. The situation was so critical that a
nursing home bed had to be located immediately. She was taken to a nursing home
facility two counties away from here home since no other nursing bed could be lo-cated.

Male, age 84, lived alone, elderly resident of a small rural county in Virginia.
Family members lived close to him and provided support. During September, 1984,
he had a stroke and was admitted to a public hospital. He was there three weeks
when his family was told that he would be discharged. He was taken to the lobby
where a secretary said that he looked too ill to go home. He was discharged but
stayed in the lobby. He was running a high fever. A family member went and con-
fronted the doctor. He was readmitted 15 minutes later with pneumonia. He was in
the hospital another week, went home for a week and died.

Rural resident, male, age 72, lives with wife age 64. Had a severe stroke early in
1984. Was hospitalized for two months. Discharged to nursing home to be rehabili-
tated. Went home and received home care and family support. During the spring of
1985, he had another stroke. He was admitted to UVA hospital. He was released
after less than a week. His wife who is also frail did not believe hewas well enough
to come home. She was given no explanation for his release. He went home and
became much worse the next day. He died in the ambulance on the way back to thehospital.

Unfortunately, these are not isolated examples. They represent common epi es
of the community and family support system attempting to cope with the shift
sands of health care policy. These changes, specifically Diagnostic Related Grouping
(DRG's), have significantly altered both the health care delivery system and the
type of health care delivered. Hospitals are now encouraged to discharge persons
quicker or, in some cases, evern deny admission. This is deamatically and negatively
impacting on the non-hospital continuum of care for the elderly and the well -being
of the individual.

To date, much attention has focused on the impact of DRG's on hospital costa and
to some extent hospital 'services. Proponents of this method of cost containment are
quick to point out the dramatic reduction in hospital expenditures, admissions and
lengths of stay as clear evidence of the appropriateness and success of the system.

Data, of course, support the above claim. Admissions rates are down by 4 percent,
average lengths of stay have dropped from 9.5 to below 7.5 days, and hospital costa
went up a moderate 4.5 percent when before DRG's the rate was over 10 percent.
Nonetheless, to some extent this claim is one that is based on gross receipts without
consideration of the costs incurred in the proceed of acquiring as gross income. To
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correctly measure if the prospective payment system (PPS) is working, we should
look beyond the hospital and into the homes of the frail elderly and also look at the
capacity of community services to adequately meet the patients' health and social
needs.

The intent of this discussion is to focus on some of the costs incurred within key
elements of the long term care system. Specifically, this discussion will focus on the
effects on DRG's on costs of care for non-hospital components of the health care
system including nursing homes, AAAs, home health services and families of pa-
tients.

This discussion will, hopefully, document that simply not paying for particular
care at hospitals (acute care) does not necessarily result in sudden the
need for such care. Claims of hospital savings obscure other costs. The burden of
care has shifted to the non-hospital service system and families. This shift in itself
is neither good nor bad. The difficulty arises because the burden for care has oc-
curred without an appropriate and necessary commitment of resources (financial,
educational, programmatic, and research). The net result in many instances is a ra-
tioning of care which is closing off access to lifesustaining services.

This oversight of policy makers in their haste to cut hospital costs is one based on
ignorance, rather than malicious neglect. Because our magic bullet, the hospital
centered health care system, has been the dominant mode of health care for the
past half century, not even health care providers could offer a rationale view of
what was needed to cost effectively accommodate the demands for non-hospital
health services with the implementE tion of DRG's.

PPS and DRG's seem effective a: controlling distortions in the funding bias of
acute care. However, they do so without an attending commitment to long term care
services. MB net effect being economic cost savings which jeopardizes quality of life
and health care accessibility.

Now the changes are upon us. Information in the media and from service provid-
ers are daily providing evidence of long waiting lists for home delivered meals, fami-
lies being overwhelmed by the constant acute care they must provide older family
members, the paucity of nursing home beds and personnel trained to provide the
level of care required by patients discharged from acute care facilities, increased
demand for in-home acute care nursing, and finally a lack of policy and reimburse-
ment structures capable of supporting and assessing access of necessary care, let
along some quality of care.

Evidence of these costs comes from not only personal accounts but also from a
state wide longitudinal study of the Impact of DRGs on Community Health Services
for the Elderly in Virginia and regional reports around the country.

Perhaps the most encompassing change which DRGs have imposed on families
and non-hospital health care services is the demand for complex services to frail,
dependent patients who previously were allowed to gain strength in acute care hos-
pitals prior to discharge. While DRG's have obviously affected younger as well as
older patients, the hazards associated with health care of the elderly are consider-
ably greater than for younger patients. This is true because of psychological and
physiological vulnerability in the elderly which make them likely candidates for (1)
slow recovery, (2) idiosyncratic responses to treatment, (3) agitation and confusion
associated with impaired physiologic status and (4) environmental changes incurred
when short stay hospitalization is imposed.

These vulnerabilities in the elderly patients discharged to nursing homes, families
and home health care agencies coupled with the increased numbers of such patient
referrals have resulted in a total overload for community health services and fami-
lies. From investigations currently underway, it is clear that families and communi-
ty service agencies are very concerned about providing adequate care but their ca-
pacities are being rapidly exhausted.

Ir. Virginia, for example, during the first quarter of 1985, hours of in-home serv-
ic as performed by Virginia's twenty-five area agencies on aging increased by 49 per-
cent from a year earlier. Home delivered meals are up 28 percent from the previous
year with several AAA's reporting increases of over 50 percent. As of June 1, 1985,
13 of Virginia's AAA's reported having waiting lists for home delivered meals with
an additional six having recently reached capacity. The number of frail, at-risk per-
sons in need of these services has grown to 590. If demand continues at its present
pace, the number of persons waiting for meals is expected to incresase dramatically,
thereby advancing the likelihood of institutionalization. Also, 8 AAA's are forced to
deny other in-home services to 286 impaired older persons due to insufficient re-
sources. For persons receiving services, many are beginning to receive lessmeals or
less hours of home care. Thus leaving many of them without the level of services
needed to either maintain or improve their health.
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A May, 1985 survey of all AAA's in Virginia estimates a potential $5-6 million
budget deficit over the next fiscal two years. This situation occurs as AAA's try to
maintain present service levels and does not take into account the expected increas-* demand for home care and home delivered meals.

This exhaustion not only restricts access of older patients to care and lowers qual-ity of care. But also grossly interferes with other responsibilities of families and
community service agencies and will result in iatrogenic effects with serious conse-
quences for all family members and clients served by community health agencies.

Quite simply, community service agencies are becoming less able to provide other
services to other clients or preventive services to any clients because of acute care
demands. Several area agencies on aging are cutting back on congregate meal sites
and other supportive services so as to meet the in demand for in-home serv-ices to those at greatest risk of institutionalization. In e Charlottesville, Virginia
area, for example, many sites are now open only 2 or 3 days a week as limited re-
sources are being redirected to respond to the demand for life sustaining services.
The long term effects of this decrease in the provision of preventative services for
the relatively well elderly signals an ominous future for many of the persons receiv-
ing services at the congregate sites who sit precariously on the edge of serious ill-ness.

The nurturing, economic, socialization functions of families are taxed to the
degree that elder and child abuse are likely to increase. Witness in Virginia, for ex-
ample, the 18 percent increase from September, 1984, to April, 1985, in adult protec-
tive service referrals for persons over the age of sixty. Although there is no conclu-
sive proof this phenomenon is a direct result of DRG implementation, interviewswith social workers responsible for handling these cases of abuse. Neglect or exploi-
tation believe that much of this increase is a direct consequence of family members
and other care givers finding it extremely difficult and more stressful to provide in-tensive care to sicker persons.

'vers, for the most part, want to provide loving but may find themselvesburn out by the increasing demands on their time and energy. Consequently,
caregivers syndromestress caused by the intense health care requirements of afamily member and lack of adequate serviceshas become a frequent condition. In
addition, functional adult children caring for elderly parentsare experiencing physi-
cal and emotional illnesses interfering with their capacities as workers and care
givers. Families are being asked to do more when in most cases they have already
done everything they can. Is it not unjust to ask them to deal with intensive disabil-
ities and other complications as well as higher out-of-pocket costs? It is demoralizing
to the family not to be able to Inevide the care needed or to become a pauper in
order to receive certain kinds of health care.

Evidence of the implications of DRG's is documented by a Virginia survey. of 160
care providers representing nursing homes, home health agencies, hospital dis-
charge planners, families and area agencies on aging. A preliminary analysis of
data strongly points out that the health care system for the elderly is changing dra-
matically from the pre-DRG era. This investigation clearly reveals:

(1) Decreased length of stay for elderly in acute care settings;
(2) Decreased length of time spent in community between acute care admissionsfor elderly patients;
(3) Increase in volume, complexity and intensity of skilled home care and homesupport services for the elderly;
(4) Increase in complexity and acuity of skilled nursing home care;
(5) Increase in all levels of personnel in nursing homes; and
(6) Increased involvement, stress and strain of families of the elderly;
Consistently, community service providers and hospital discharge planners identi-

fied and ranked the greatest needs for services to the elderly poet DRG's as (1) home
health skilled nursing care and skilled nursing home beds, (2) home health aids, and(3) meals on wheels.

In reference to the increased needs for home health care skilled nursing services,
a paired T-test (P=.982) documented a significant increase in these services provid-
ed by home health agencies from pre to post DRG's. The need for these services is
substantiated by caregivers reporting that the populations of elderly served pre
DRG's was predominantly ambulating with assistance to poet DRG status of chair
or bedridden. Care givers report an increase in the use of mechanical equipment in
care and an increased length of time and frequency of visits required for adequate
care. Family members substantiate this increased need and their frustration about
their limitations in providing care by proposing that they don't feel competent and
they need more frequent assistance by home health nurses than is currently avail-
able.
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Area agencies on aging and other community service agencies are equally con-
cerned about the disruption of service to chronic long term clients because of the
multiple crisis short term acute demands of newly discharged elderly clients and
emergency interventions for elderly patients requiring re-admission. These organiza-
tions also report:

(1) Family members are having to leave jobs and family to care for discharged
patients because they are not given adequate time to set up services. The degree of
care required is exhausting spouses and other family care givers who must often
provide 24 hour patient care while trying to maintain jobs and their own nuclear
families.

(2) Last minute referrals from hospitals.
(3) More staff needed to handle increased patient load that necessitates more in-

tensive care and longer hours.
(4) Greater use of high-tech services.
(5) Inability of resources to meet growing demand for in-home services.
(6) Greater demand for special diet meals and prescribed nutritional supplements.
Discharge planners are experiencing similar situations. The major implications

DRG's are creating for discharge planners include:
(1) Lack of availability of ICF and SNF nursing home beds.
(2) Length of stay reduced by 10%, thus, in many cases, providing insufficient

time to prepare appropriate discharge plans.
(3) More nursing home placements of patients with complex medical needs.
(4) Sicker persons returning to the community.
(5) Increased demands being made on family and the community.
(6) Increasing pressure from physicians to discharge patients quicker, and
(7) Insufficient community resources.

Nursing homes report:
(1) A doubling in patient physical treatments (hyperalirnentation, Ws, jet aerosol).
(2) Increased weekend admissions.
(3) An increase in agitation and confusion among patients.
(4) Increased number of deaths.
(5) An increased need for skilled, trained personnel and medical equipment, and
(6) Placement of patients with intensive carp needs in ICF beds because no SNF

beds are available. These effects on nursing homes are much more significant than
appear on superficial examination.

It is widely recognized that the bulk of nursing home care is provided by less than
high school educated nurses aides who have a documented turnover rate from 75-
700 percent across the country. These aides are recognized as exceptionally poorly
trained and even more poorly reimbursed. There are no enforceable standards for
nursing aide education. Medicare, state licensure and JCAH expectations are totally
inadequate in this regard. Many of these aides, while lacking nursing care skills,
demonstrate truly remarkable nuturing, caring behaviors in their work with the el-
derly. These may be tqually as important to quality care as nursing care skills.
However, with acutely ill patients being admitted to nursing homes, nursing homes
aides are frustrated by their lack of training and knowledge about required skills,
and they do not have the time to nurture. This is likely to lead to possible patient
abuse and/or increased turnover. Both of these likely, outcomes are very hazardous
for elderly patients as consistency, predictability and nurturing associated with
knowing the care giver is of vital importance in quality care of the elderly.

iA second major problem for nursing homes is that of agitation e'd confusion of
an increasing number of elderly. This isproblematic and a huge risk to individual
patient safety. It also creates major difficulties for other more oriented residents
who cannot rest or interact socially because of the disruption created by such behav-
ior in a nursing home environment. In many ways, the increased fre9uency of death
in nursing homes creates the same problems as identified above. Residents and staff
and the milieu of the nursing home are significantly affected and at this time are
poorly prepared to deal with the social and emotional consequences of frequent
death.

These Virginia findings are supported by a report from the Eastern Washington
Area Agency on Aging. This report of 31 social and health agencies from the east-
ern region of the State of Washington drew the following conclusions:

1. General Effects of DRGs:
Changes have occurred in traditional care practices:
A. Overall shorter length of stay in hospitals;
B. More patients are being exposed to other services within the health care con-

tinuum;

88



85

C. Increased medical acuity of older patients being discharged from hospitals (frail
older persons are being discharged "quicker and sicker" than previously practiced);

D. In-home care providers are being called upon to provide more short-term and
intensive care;

E. Medical needs taking precedence over social needs, i.e., increased emphasis on
emergency treatment and less emphasis on preventative, holistic care.

Resources utilization has shifted from hospital in-patient to hospital out-patient,home health and other community-based care services.
IL Effects of DRG's on Home Health Agencies:

A. The DRGs prospective payment system has had a significant impact on the
extent and range of services being provided by home health care agencies. Further,
the impact on urban providers has been more significant than on rural providers.

For urban home health care providers, the number of reimbursable home visits
are up 27 percent, based on six months data comparable periods in 1983 end 1984
for agencies responding to the survey.

For rural providers, professional nursing visits are up 18 percent in 1984 when
compared with the number of visits made during a comparable period in 1983.

B. The demand for the provision of professional nursing services in the home is up
in both urban and rural settings.

In urban areas, professional nursing visits are up 37 percent, based on six months
data for comparable periods in 1983 and 1984.

In rural areas, professional nursing visits are up 18 percent in 1984 when com-
pared with the number of visits made during a comparable period in 1983.

C. Delivery of home health aids services is up in urban areas, it is down slightlyin rural areas:
In urban areas, home health aide visits are up 22 percent based upon six months

data for comparable periods in 1988 and in rural areas, the number of home health
aide visits is down slightly in 1984 when compared with the number of visits made
during a comparable period in 1983.

D. Based on prevailing reimbursement rates, it is conservatively estimated that
the cost to all payers of providing in-home health care (professional and aide) during
a six month period in 1984 in the seven eastern Washington counties surveyed is
$244,211 greater than for the comparable time period in 1983.

E. In response to the increased medical acuity of patients being seen in the home,
home health care providers are:

Purchasing, or planning to purchase, more sophisticated equipment (e.g., intrave-
nous pumps, hospital beds, etc.).

Securing, or planning to secure, training for nursing personnel on topics ranging
from the utilization of more sophisticated medical equipment and devices to the per-
formance in the home of more complicated nursing procedures.

Experiencing an increase in the average length of time required to complete anursing visit.
Experiencing an increasing number of short-term visits requiring intensive care.
Experiencing an increase in the utilization of traditional nursing supplies.
Experiencing an increase in the demand for the delivery of rehabilitative services.

Especially speech and physical therapy services.
Experiencing an increase in the growth of staff nurses, aides and office personnel.
Experiencing an increase in weekend staffing and after-hours on-call availability

of nursing personnel.

Effects of DRG's on Home Delivered Meals Programs:
A. The demand for the provisions of home delivered meals is up on both urbanand rural settings.
In urban areas, the number of persona receiving home delivered meals are up 24

percent based on six months data for comparable periods.
In rural areas, the number of persons receiving home delivered meals are up 33

percent in 1984 when compared with the number of meals served during a compara-
ble period in 1933.

The number of meals being served has increased 16 percent in urban areas and 26
percent in rural areas for comparable times periods.

B. One of every four clients served by both urban and rural meal programs during
the first seven months of 1984 were DRG3- related.

C. Increased numbers of persons are receiving short-term meal assistance (I.E.,
less than two weeks).

D. In the Spokane Home Delivered Meals Program. The workload of volunteer/
drivers has increased significantly from about 14 meal deliveries per driver to 22
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deliveries per driver since the implementation or DRGs (meals are also arriving
late).

E. Increased demand for special diets to individuals recently discharged from hos-
pitals.
IV. Effects of DRG's on other community-based services:

A. There is a demand from care givers of family members recently discharged
from hospitals for in-home Respite Care.

B. Increased demand from clients recently discharged from the hospital for the
delivery of Chore Service on weekends.

C. Increased demand for emergency Chore Service, Inc., i.e. a request for service
initiation within 24 hours of the time a referral for service is made.

D. Increased demand for multiple aide visits during a single work day (the aide
goes into the home of a client more than once on a given day).
V. Effects of DRG's on patient's and families:

A. Medicare recipients and their families and/or significant others are generally
uninformed, confused and anxious about prospective reimbursement under DRGs.

B. A high percentage of caregivers are experiencing high levels of anxiety and re-
sentment over being "forced" into the uncertain role of caring for a sick loved one.

C. Hospitals are not giving patents /families the supplies they need to manage at
home nor are hospitals providing the instructions necessary for appropriate follow-
up care at home. As a consequence, families rightly tend to feel that hospitals and/
or doctors have shifted the responsibility for providing care to the family and they
have not been properly prepared for this new rale.

VI. Estimated annual cost impact on the community,based service delivery system
Estimated annual

cacti

Program impact area:
Home health agencies $244,211
Home Delivered Meals Programs 19,765
Spokane respite care demonstration project 5,000
Contracted Chore Services Program' unknown 2

268,976

1 There was no empirical basis for providing a basis for projecting a cost impact of DRGa on
the Contracted Chore Services Program. This is unfortunate because there is obviously a signifi-
cant cost factor involved. One would reasonably expect the cost factor to be at least as high as
the home delivered meals program.

2 Unknown.

Further evidence of DRG impact on community and family support systems is
presented in a report recently prepared by the Southwest Long Term Care Gerontol-
ogy Center in Dallas, Texas. This survey of forty area agencies on aging represent-
ing a wide variety of geographical regions and urban/ rural characteristics supports
the data collected from the Virginia and Washington studies.

While measuring how case loads, program priorities and service delivery have
changed since the implementation of DRG's, the statistics portray a situation of in-
creased service demand and substantial increases in units of services provided. This
phenomenon is exacerbated by a documented increase in the length of time clients
receive in-home services, mostly noticeably in-home skilled nursing care and person-
al care.
Additional findings report:

1. One-third of the agencies having to decrease or eliminate some programs to in-
crease funding for case management, homemaker services and home delivered
meals. As we witnessed in Virginia, the services most often cut were senior center
programs, congregate meals, transportation, volunteer services, counseling, educa-
tion, home repair and chore service.

2. Increase in referrals from hospitals for emergency services, home care and
home delivered meals. When asked what problems contributed most to hospital re-
admissions, the directors of these 40 AAA's most often believed inadequate home
support services, inadequate family support, impaired physical condition and inad-
equate time for discharge planning were primarily responsible for avoidable read-
missions. A large majority also believe that longer initial hospitalization and addi-
tional community resources would have prevented or delayed institutionalization.
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Summary and implications:
Clearly, all service providers have identified the locus of care for sicker elderly

pz.:.12>ots moving from acute care hospitals to community agencies and facilities. This
shift, while not necessarily negative, is also not without financial and emotional cost
to agencies, families, care giver and older patients.

If the equation by which we measure success is hospital dollars saved, then DRG's
and other cost containment efforts have succeeded. If, however, we apply human
values and respectable medical ethics to this equation, then DRG's shouldbe judged
ineffective and a failure for many disadvantaged persons.

Nursing homes have experienced a significant increase in the needs for all levels
of personnel since the institution of DRC.Ts. Home health care agencies report an in-' crease in the need for more complex and intense nursing services. Area Agencies on
Aging are overburdened and underfunded with the demand for home delivered
meals and in-home services which, in turn, is reducing preventative programs forthe well elderly.

The requirement for care (equipment, skill, emotional sensitivity and resiliency)
in community agencies have changed. Dying patients are no longer sent to the hos-
pital. Families and care givers deal directly rather than indirectly with all the
harsh realities of assisting a dying person.

Increased skills, use of sophisticated medical equipment and increased emotional
demands on families and community care _givers require increased training and sup-
port for these providers. Furthermore, shifting this care to community care agencies
and facilities requires increasing attention to coordination and funding of services.
This coordination is essential for the provision ofa continuum of services for a high
risk population incapable or o such services on its own.

There is clearly a need to continue ocumentation and investigation of the impact
of DRGs on the continuum care services for the elderly. Legislators and other de-
signers of health care policy are encouraged to carefully consider (1) the need to
support investigators examining the needs for care delivery which have resulted
from DRGs, (2) policy to guide development of services and adequate reimbursement
of these to include appropriate funding for alternatives to acute care, (3) support for
the education of service providers and researchers to develop cost effective alterna-
tive care systems for the elderly, (4) including such factors as availability of commu-
nity and family resources when establishing the basis for DRG reimbursement, and
(5) promoting rather than constricting use of Section 2176 medicaid waivers.

What we are experiencing is most likely minor in comparison to the potential
long term effects of cost containment policies in their present form. In attempting to
make hospitals more cost effective, the burden of care has shifted to community and
family care providers who lack the capacity to attend to the complex medical needs
of the frail elderly. The net result of cost containment may be lowering hospital ex-
penditure but it is also depriving persons of access to necessary health care.

It may be convenient and politically expedient to regard cost containment efforts
in a positive light. If we fail, however, to thoroughly look at those who are
the burden of these cost savings, we are obscuring truths that should be accaLiorY12-
edged and acted upon. It is sensible to control the growth of Medicare costs, but it is
also prudent to preserve Medicare's social responsibility to provide adequate carefor the elderly.

We should continue to try and reach the goal of keeping people at home. We
should do so, however, with adequate financial support for the long term care
health system and not in such a way as to endanger the patient's life and thebreak-., down of the their support system.

The CHAIRMAN. Thank you, Mr. Walken. Ms. Brody, please pro-
ceed.

STATEMENT OF ELAINE BRODY
Mrs. BRODY. Congressman Roybal and members of the commit-

tee. I represent the Philadelphia Geriatrics Center, which is a non-
profit agency that cares for thousands of older people who live on
our campus or in their own homes in the community. My testimo-
ny is based on our 35 years of experience in serving this popula-
tion.

At present, public policies are putting extreme pressure on care-
giving familie3 who are already overburdened and at risk of mental
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and/or physical breakdown. Apart from human considerations,
such policies ultimately add to the economic cost of health care to
the Nation. I am referring, of course, to cost containment efforts
with respect to home health care, Medicaid caps, moratoriums on
nursing home bed construction and other measures such as the re-
classification of nursing home residents to lower levels of care in
order to reduce the levels of reimbursement.

All of these things are occurring at the very same time that the
prospective payment systems are creating an increased demand for
prompt access to services beyond the doors of the acute care hospi-
tal. All of this, of course, must be seen in the historical perspective
of a system that has focused its long-term care in medical terms
when it really is a social problem.

I wish to emphasize that families have proven themselves to be
extremely reliable in helping their elderly, often going beyond the
call of duty to the point at which their severe burdens affect their
own mental and physical health. The myth that families nowadays
do not take care of their old people as they did in the so-called good
old days is just that, a myth. And sometimes the myth is echoed
because it provides a rationale for service cutbacks.

Families are cheered on to redouble their efforts in order to re-
lieve the taxpayer's burden. The fact that has been established
without one shred of contradictory evidence over 30 years research
is that families, not the Government or social agencies, provide 80
to 90 percent of the health social supportive services needed by the
elderly.

Many care-giving adult children, and they are mostly the adult
daughters, are in their sixties and seventies. They are close to or
even into the aging phase of life themselves, with reduced energy
and age-related chronic ailments.

What we have is a situation in which the grandparent's genera-
tion is taking care of the great-grandparent generation.

And because the ailments of the old are chronic, families often
must provide this care for many years. We have had people in our
studies who had been giving care for 20 and more years.

These family efforts, of course, are not without very heavy social
and economic costs, as many, many studies have shown consistent-
ly. Some of these caregivers experience serious financial or physi-
cal stress, most of them experience severe emotional and mental
health stress effects, such as depression, anxiety, conflict, frustra-
tion, and lower morale. They are restricted to their homes, and the
family lifestyles and plans change.

There has also been concern expressed about the possible reduc-
tion in family care of the old, and an increased burden on the tax-
payer that might occur because so many of the women, who are
the principal caregivers to the elderly, are now in the work force.

Let me assure you that this has not happened. The research evi-
dence is consistent here, too. What working women try to do is to
do it all. They take care of their families, their elderly parents, and
they work, giving up their own free time and leisure activities in
order to do so. Recent data from our Philadelphia geriatric studies
show that their elderly parents do not receive less care.

To return for one moment to the concern that the Government is
paying for services that families should be givingnot only is the
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research evidence consistent, but I call your attention to the first
data that have come out of the 1982 long-term care survey, in
which they show that only 4.3 percent of the help needed by older
people who need help in their activities of daily livingonly 4.3
percent is given by unpaid Government or social agency workers.
The rest is given by the family or purchased by the family or older
persons.

These family caregivers are the very ones that current policies
are urging to do more. They are the ones who are most affected by
cutbacks in even the minimal services that are available for the
noninstitutionalized elderly.

They are the ones who, after years of taking care of relatives
with Alzheimer's disease, are finding nursing homes inaccessible
because of cost containment policies that also frustrate efforts to
provide quality nursing home care.

I refer you to a recent GAO study, which documented the closing
of nursing home doors to the heavy-care medicaid patients, that is,
AY theimer's patients, and I submit for the record a paper on that
issue, with the request that it be printed in the hearing record.

These families are the very ones who do not have access to the
respite care programs, the day care programs and the other kinds
of services that could help them to do what they want to do and
what they have been doing.

I respectfully submit that if an irresponsible social policy fails to
help the families of disabled older people, the ultimate cost to soci-
ety will increase. The hidden costs are now becoming visible, the
cost in terms of family strain and mental and physical breakdown.
These can increase the economic costs to our health and mental
health systems, and both the social costs and the economic costs
will be transmitted down through the generations.

While I am here, I respectfully request the opportunity to make
one final comment. There has been a recent destructive tendency
to pit children against the elderly in questions concerning the allo-
cation of resources.

It is tragic that the number of children in poverty has increased,
and that deplorable situation must be eliminated. But it is not nec-
essary to increase the number of poor old people in order to do so.

Every scrap of research evidence shows that the well-being of the
generations is interlocked. When old people are disadvantaged,
their children and their grandchildren are directly affected.

What we do or fail to do for the aged today will provide a model
of society's commitment to those children and grandchildren when
they become old.

A quarter of a century ago, the World Health Organization
pointed out that it is for the sake of the younger generations as
well as the elderly that we must see to the latter s well-being.

Thank you very much for the opportunity to share this informa-
tion with you.

[The prepared statement of Mrs. Brody follows:]

PREPARED STATEMENT OF ELAINE M. BRODY, PHILADELPHIA GERIATRIC CENTER,
PHILADELPHIA, PA

My name is Elaine Brody. I am the Director of the Department of Human Serv-
ices and Associate Director of Research at the Philadelphia Geriatric Center (PGC).

93



90

The PGC is a multi-function nonprofit agency that cares for over 1100 older people
living on its campus in a variety of arrangements including intermediate and
akilled nursing facilities, high-rise apartment buildings with services, converted one-
family homes, and a fully accredited geriatric hospital. We also serve thousands of
older people who live in their own or their family's households through such pro-
grams as in-home services, hospice-home-care, a consultation and diagnostic service,
day care, and respite service for families caring for an Alzheimer's patient. My testi-
mony today is based on the PGC's thirty-five years of experience in serving elderly
people and their families and on studies about family care of disabled older people
carried out by our Gerontological Research Institute.

Current public policies are riding extreme pressure on care-giving families.
Many caregivers are already er-burdened and at risk of mental and/or physical
breakdown. Apart from human considerations, such policies ultimately add to the
economic costs of health care to the nation. The policies I refer to are, of course,
cost-containment efforts with respect to services such as home health care, Medicaid
cape, moratoriums on nursing home bed construction and reclassification of nursing
home residents to lower levels of care in order to reduce reimbursement rates for
which they are eligible. All of these restrictions are occurring at the very same time
that prospective payment systems are creating an increased demand for services
beyond the doors of the acute care hospital.

I wish to emphasize at the outset that families have proven themselves to be ex-
tremely reliable in helping their elderly, often going well beyond the call of duty to
the point where their severe burdens affect their own mental and physical health.
The myth that families nowadays do not take care of their old people as they did in
the "good old days" is just thata myth. The myth survives for a variety of rea-
sonsbecause people refuse to look at the facts or because of biases, for instance.
Sometimes the myth is echoed because it serves a purpose in providing a rationale
for service cut-backsthat is, cheering families on to redouble their efforts in order
to relieve the taxpayers' burdens. (Parenthetically, it should be pointed out that
these caregiving families themselves and the older people they help are the taxpay-
ers.)

The facts that have been established without a shred of contradictory evidence in
the course of 30 years of research are as follows:

Families, not the government or social agencies, provide 80-90 percent of the
health/social supportive services: medically-related care and home nursing, hands-
on personal care, household maintenance, transportation, and shopping. Families re-
spond in emergencies, provide intermittent acute care, and receive the elderly when
they are discharged from hospitals and from rehabilitation and convalescent facili-
ties. Families provide the emotional supportthe concern, affection, socialization
and sense of having someone on whom to relythat is the form of family help most
wanted by the old.

Services from government and agencies do not encourage families to shirk care-
giving. Rather, such services complement and supplement those of the family,
strengthening the family's capacity to provide care. Moreover, families are extreme-
ly modest in their requests for help when it is offered.

In the main, the members of the family who are the principal caregivers to the
old are their elderly spouses, helped by adult daughters and to some extent daugh-
ters-in-law. But there are nine million widowed older people (most of them women)
and their principal caregivers are adult daughters and daughters-in-law. Sons also
sustain bonds of affection with their parents and do certain gender-defined tasks
(such as financial management), but in general, they do less and are helped by their
wives.

Families do not dump older people into institutions. Rather, they exert strenuous
efforts to avoid nursing home placement, often exhausting themselves emotionally,
physically, and financially before taking that step.

It is not true as the stubborn myth would have it, that "families nowadays do not
take care of their old as they did in the past." To the contrary, families nowadays
provide more care, more difficult care, over longer periods of time to more older
people than ever was the case before. This, despite the fact that family caregivers
nowadays have fewer personal resources with which to provide that care and are
confronted with more competing demands on their time and energy.

It is the very old who are the most vulnerable to disability. Their caregiving
spouses also are in advanced old age, with their capabilities reduced accordingly.
Caregiving adult children most often are in their late 40's or 50's, but some are m
their 60's and even 70's. They too, are close to or even in the aging phase of life,
with reduced energies and age-related chronic ailments. Many are facing widowhood
or retirement. It is the grandparent generation that is providing care for the great
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grandparent generation. In addition, the falling birthrate has resulted in today's
older people having fewer adult children to share their care when need be. And be-
cause the ailments of the old are chronic, families often must provide care for manyyears.

Family efforts are not without heavy social and economic costs, as many studies
have shown. Some family caregivers experience financial strain and some suffer
from stress-related physical ailments. Majorities experience emotional/mental
health symptoms such as depression, anxiety, conflict, frustration, and lowered
morale. These negative effects result from the restrictions on their time and free-
dom, difficulties in setting priorities from among the multiple and competing de-mends on their time and energy, and from interference with their life-styles, priva-
cy, social and recreational activities, vacations, future plans, and income.

Concern has been expressed about the possible reduction in family care of the old
and increased burden on the taxpayer that might occur because many women in the
parent care years are now in the work force. Let me assure you that this has not
happened. Again, the research evidence is consistent. The vast majority of working
women try to "do it all"they take care of their families, their elderly parents and
work, giving up their own free time and leisure activities to do so. Moreover, most
women work because they and their families need the money.

In a recent PGC research study, we found that many adult daughters, whether or
not they worked, and "caregiving careers." They had helped care for their fathers
and other elderly family members in the past, were caring for more than one old
person at the time of the study, and most of them still had their own children intheir households.

In the same study, we found that some working daughters, after years of arduous
caregiving to disabled elderly parents in addition to doing paid work, quit their jobsto take care of the older people. Some working women had cut back on their work-
ing hours or were considering quitting. Both of those groups of daughters had ex-
tremely dependent parents, many with Alzheimer's disease, whom they had been
helping for long periods of time with the result that their health had suffered.
Those who had left their jobs had extremely low family incomes (40 percent of them
under $15,000 a year). Some of the working women lost time from their jobs and
had passed up opportunities for advancement.

A most important fording from our study is that the parents of the working
women were receiving just as much help as the parents of the nonworking women.
The working women themselves continued to give their parents as much emotional
support, help with shopping and transportation, household maintenance and coordi-
nation of services. When the working women needed someone to be at home with
the parent during working hours, most of that help was purchased, not provided
free of charge by the government or social agencies. To underlineonly a small
fraction of the services received by older people are paid for by government. This
was found not only in our study, but by the classic GAO study of the Cleveland areaand was recently confirmed by a HCFA report on national data collected by the1982 Long Term Care Survey.

These family caregiverselderly husbands and wives and overburdened adultchildrenare the very ones current policies are now urging to do more. These are
the ones who are most affected by cutbacks in even the minimal services that are
available for those who care for the noninstitutionelized elderly. These are the oneswho, after years of taking care of relatives with Alzheimer's Disease, are finding
nursing homes inaccessible because of cost- containment policies that also frustrate
efforts to provide quality nursing home care. A recent GAO report has documented
the closing of nursing home doors to "heavy care" Medicaid patients. (I submit forthe record a paper my colleagues and I wrote on that issue which appeared in the
American Journal of Public Health.) These families are the ones who, except for a
sprinkling of demonstration projects, do not have access to respite care programs,day care p , and other services that could help them to do what they want to
do and have been doing.

I respectfully submit that if an irresponsible social policy fails to help the families
of disabled older people (including families of those who have Alzheimer's disease),
the ultimate costs to society will increase. The hidden costs now becoming visible
costs in terms of family strain and mental or physical breakdowncan increase the
economic costs to our health and mental health systems. Both the social costs and
the economic costs will be transmitted down through the generations.

One final comment .
Recently there has been a destructive tendency to it children against the elderly

in questions concerning the allocation of resources. It is tragic that the number of
children in poverty has increased. That deplorable situation must be eliminated.
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But it is not necessary to increase the number of poor old people in order to do so.
The well-being of the generations is interlocked. When old people are poor or of...8r-
wise disadvantaged, their children and grandchildren are directly affected. What we
do (or fail to do) for the aged today, will provide a model of society's commitment to
those children and grandchildren when they become old. A quarter of a century ago,
the World Health Organization pointed out that it is for the sake of the younger
generations as well as the current generation of elderly that we must see to the lat-
ter's well-being.

When Benjamin Spock was campaigning for the passage of Medicare, someone
asked him why he was doing so. He replied that he loved children so much that he
wanted to be certain they would receive good care when they become old.

Thank you for the opportunity to share this information with you.
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Commentary

Senile Dementia: Public Policy and Adequate Institutional Care
ELAINE M. BRODY, M. POWELL LAWTON, PHD, AND BERNARD LIEBOWITZ

Abstract Increasing costs of innitutional care for the aged have
occasioned a variety of goverrunent cost containment measures.
People with senile dementia oldie Alzheimer's type (SDAT) will be
the principal group to suffer from cutbacks. SDAT patients are
usually eligible for Intennediak Care Facilities (ICFs), rather than
Skilled Nursing Facilities (SNFs) and therefore for lower reimburse-
meet. Because such patients require heavy care and are the ones
most likely to be Medicaid-depeadent, nursing homes are being
provided with incentives to prevent admissions. Al the same time,

community services to aid overburdened caregivers are grossly
inadequate. Costs to other pans of the health systems are increased
by backups in acute hospitals when nursing home beds cannot be
found. SDAT and Medicaid eligibility are the priacipid causes of
such "administratively necessary" backup days, but in the main
Diagnostic Related Groups (DRGs) may close even that temporary
resource. Titus, virtually all avenues of we are shrinking for those
who need them most. (Ant Pub& Health 19114; 74:1311-13113.)

The increasing costs of institutional are for the aged
have occasioned a variety of cost-containment measures.
This commentary considers the potential effects of such
cost-containment measures on a particular group of long-
term are patients: those suffering from senile dementia of
the Alzheimer's type (SDAT).

Alzheimer's Disease as Social Problem

The increase in the population of older people who
suffer from SDAT and related disorders is due to the
dramatic increase in the number and proportion of older
people and an even more rapid increase in the oldest portion
of this population. Between now and the year 2000, the
number of people ages 65-74 will increase by 23 per cent,
those ages 75-114 will increase by 57 per cent. and those age
$5 and over will almost double; Since prevalence rates of
SDAT rise from about 2 per cent in those who are age 65-70
to 27 per cent in those age BO or over, the most rapid increase
will continue to be among those people who are most
vulnerable to Alzheimer's diseasethe very old.

SDAT patients are at high risk of nursing home admis-
sion. Various studies identify characteristics predictive of
admission as dependency 111 personal care functions; me nal
disorder and senility with psychosis, disorientation, and
inability to make decisions. The likelihood of people with
such diagnoses or symptoms being institutionalized is great-
er when they arc very old, unmarried, or without informal
social suppons?

A minimum of 60 per cent of nursing home residents of
such facilities have SDAT compared with about 7 per cent of
the total elderly population' The 1977 National Nursing
Home Survey found almost 60 per cent of residents to have
chronic brain symtrome or senility without psychosis.,

About hail of the nursing home patients admitted in the.
course of a year stay less than three months, having been
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admitted for terminal care or for short-term rehabilitation or
convalescence., SDAT patients are unlikely to be dis-
charged, however, and undoubtedly predominate among
barmy patients; Those patients who are long-stayers in
nursing homes are most often supported by Medicaid., The
proportion of residents whose primary source of payineat is
Medicaid rises as the length of stay inoreases,, ref ccting the
spend-down process. SDAT patients, then, are the ones who
constitute the majority of long-stay patients and the ones
most likely to be Medicaid dependent.

SDAT presents unique caregiving problems and is prob-
ably the most socially disruptive of all ailments because of its
symptoms: impaired memory sad clsorientation; poor judg-
ment; inability to communicated rationally; inappropriate,
unpredictable, embarrassing, or dangerous behavior; incon-
tinence; wandering; and/or the need for constant surveil-
lance. Some caregivers are unable to leave their domes for
weeks cr months at time and receite little or no gratifying
"feedback" from the recipients of their care. It is thus
critical for nursing home beds to be available for the use of
families whose caregiving capacities have been exceeded.

An additional element of strain is due to the dam-tens-
tics of the family caregivers themselves. Because those
afflicted with SDAT are generally the very old, their care-
givers are most often either elderly themselves (when the
patient is a spouse or sibling) or in late middle age. with
their energies and strength depleted accordingly. Caregiving
spouses are the most likely relatives to provide care for long
periods of time.' Periodic surveys we have made at the
Philadelphia Geriatric Center's nursing facility indicate that
SLAT is the diagnosis for 70 per cent to $5 per cent of all
married residents whose spouses are not in the nursing
home.

In the overwhelming majority of cases, nursing home
placement occurs only after responsible family caregivers
have endured prolonged. unrelenting strain (often for years),
and no longer have the capacity to continue their caregiving
efforts. The current mushrooming of self-help groups of
family caregivers reflects their need for mutual emotional
suopon.

The care needs that place heavy demands on family
caregivers continue after institutionalization and make the
heaviest demands on nursing home staff. For example. in a
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direct-observational study of emitting in the separate
treatment areas of one institution, residents in an SDAT unit
received considerably more nursing care and the area was
more densely staffed than those areas serving either the less-
impaired or those whose impairments were primarily physi-
cal.

Apart from the sheer time demands on staff for personal
are and behavioral problems, these patients require highly
skilled acrd sensitive attention because they cannot articulate
tneir needs, the symptoms that signal illness, or even nega-
tive reactions to drugs.

Policy Background

Until recently. little attention was paid to the specific
problems of patients with SDAT. During the deinstitu-
tionalization wave of the 1960s (spurred by Public Laws U-
164 and 89-105. the Mental Health and Retarettion Acts of
1963 and 1965, respectively), older people were being dis-
charged from mental hospitals in large numbers and their
admissions were discouraged. The SDAT patient was se-
verely affected by such policies, being deemed not "mental-
ly ill", inaccessible to active treatment, and therefore inap-
propriate for mental health facilities. These patients also
tended to be denied admission to homes for the age*: and
nursing homes as inappropriate and too difficult to Care for.
However. admission criteria in long-stay nursing facilities
Were relaxed slowly as the number of both SDAT patients
and long-term care beds increased.

Between 1960 and 1970, the nursing home/home for the
aged population increased by 105 per cent from 3$8.000 to
795.800 people.' By 1977. the National Nursing Nome
Survey found a total of 1.3 million people in nursing homes.
of whom 1.1 million were age 65 or over? In 1970, there
were 1.5 million nursing home beds and 1.4 million residents
in those facilities."

The costs of nursing home care have been rising.
propelled by inflation as well as the sheer number of people
in need of such care. In 1982, nursing home are cost more
than S27 billion of which Medicaid paid more than half.'
From 50 per cent to 78 per cent of the States' Medicaid costs
are met by the federal government and those costs have been
increasing at a rate of about 14.5 per cent annually.,

Although there is enormous variability among the states
in eligibility criteria, services provided, and reimbursement
levels, all states offer the mandatory skilled nursing facility
(SNF) and the optional intermediate care facility (ICF) levels
of care. Public Law 92-603 dictates that there be a common
definition of the level of care in SNFs covered by Madicare
and Medicaid. The wisdom of this requirement is not evi-
dent. considering that Medicare criteria were developed for
post-hospital short-term care, while Medicaid covers long-
term care. Virtually all the states reimburse SNFs at a higher
rate than ICFs, with regulations for SNFs calling for richer
staffing patterns. In 1977. SNFs had about 52 FIE per 100
bed, versus 40.7 FIE per 100 beds in ICEL.,

Cost-containment efforts were given impetus by reduc-
tion in the federal contribution to Medicaid as passed in the
1981 Omnibus Reconciliation Act (Public Law 96-499, sec-
tion 9621. as well as fiscal pressures on state budgets. In
1982. at least 30 shoes reduced or limited Medicaid benefits.
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eligibility, or provider reimbursement? Such restrictions on
the nursing home bed supply and on reimbursement are
occurring despite indications that nursing home occupancy
rates are high nationally and the annual growth rate in bed
supply has not kept pace with the annual growth rate in the
number of heaviest users of nursing home care (those age $5
and older) in recent years.,

impact of Current Policies

The presence of SDAT imposes major caregiving de-
mands upon institutions as well as upon family caregivers in
a household. In a national situation where institutional beds
are limited'and public reimbursement levels receding, there
is good reason to be concerned about the SDAT person's
access to nursing facilities and, if accepted, quality of care
received. High occupancy rates make it possible for nursing
homes to select private-pay patients and lighter care Medic-
aid patients.

Another direct result of cost-containment measures is
the inappropriate lowering of the level of care for those with
SDAT who are already residents. Reimbursement levels
speak to the number of nursing and other staff and therefore
to the quality of the are that is provided. To quote the
recent report of the General Accounting Office (GAO), "The
Objectives of assuring access and providing quality care for
Medicaid patients are, however, often in conflict with a third
major goal of reimbursement policycontrolling costs.",
The states have been given greater flexibility in adjusting
their rates but the quality standards on which the "reason-
able and adequate" rates required are to be based have not
been spelled out.

People with SDAT have higher age-adjusted mortality
rates than patients encountered in psychiatric settings with
other diagnoses". Although no research findings speak to
the issue, it is possible that the behavioral deficits make
these people more subject to accidents or personal neglect.
SDAT patients in institutions may require extra care and
surveillance as a preventive measure against excess mortal-
ity.

A rationale often advanced for restricting the number of
nursing home beds is that community care is more desirable
and less costly. However. people with SDAT are the least
likely group to be maintained by community "alternative"
services, since they require round-the-clock care. As the
Cleveland GAO Study and others have shown, the cost of
community care for severely impaired old people is higher
than that of institutional care. Moreover, home health serv-
ices are in very short supply. And there would still be a
shortage of nursing home beds even if such noninstitutional
services were to be expanded.,

When SDAT patients cannot obtain care, the burden
falls on their exhausted, over-strained family caregivers who
themselves are at risk of experiencing a negative impact on
their mental and physical health. Although temporary relief,
such as day care or other respite care, exists in some form in
some places. such services are not universally or adequately
available and there is limited regular public or private
funding for their consistent support." Moreover, many old
people in need of nursing home care do not have family
supports on which to rely: the vast majority of those in
nursing homes are not currently married and they have far
fewer adult children than the non-institutionalized." Ten per
cent of nursing home resident, tire without anyone at all to
name "next -of- kin. "'
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From the economic perspective, it should be noted that
costs to other parts of the health system are often increased
when nursing home beds are not available. The report of the
Office of the Inspector General indicates that some nursing
homes discharge "undesirable" Medicaid patients to high-
cost hospital beds), ' addition, such patients back up in
hospitals because nursing home beds cannot be found.

Although there arc few data on the cost of keeping
patients in hospitals because nursing home beds arc unavail-
able, it has been estimated that there may be between one
million and 9.2 million such unnecessary hospital days
annually, One analyst states that the Hospital Insurance
Trust Fund spends more than a billion dollars a year in acute
hospital fees for those waiting to enter nursing homes!.
SDAT patients undoubtedly account for a significant portion
of that cost since the longest-staying backup patients tend to
be Medicaid-eligible, to have behavioral problems, to be
incontinent and disoriented, and to suffer from addictive
illnesses., One survey of hospital discharge planners found
that hospital patients for whom nursing home care is most
likely to be deemed necessary are mentally confused, lack
family supports or require ctee beyond the family's capacity,
and are unable to be fully self-caring.,, Medicaid eligibility
vas cited by 9t per cent of the hospitals in the survey as a
problem in placement. The GAO report concludes that
nursing home cost containment measures could increase
current problems by intensifying existing incentives to use
the health care system inefficiently.,

The advent of prospective payment systems and Diag-
nostic Related Groups (DRG) which limit reimbursement for
hospital care provide powerful incentives to acute care
hospitals to prevent back-up of those patients characterized
by the symptoms of SDAT.,... The problem is therefore
being compounded. with all avenues of care-temporary and
long-term-shrinking.

In short, the SDAT patient and family are in a classic
Catch -22 bind. Because of the scarcity of community sup-
port services (such as respite care, day care, and in-home
services). they get virtually no help in community living.
They often cannot obtain institutional care, and in the main,

not be able to remain in hospitals beyond their need for
acute care to the same extent as in the past. Their current
situation is reminiscent of their no-care situation during the
lave 1960s and 1970s.

It is an inescapable conclusion that nursing home care
for those with SDAT should cost more if they are to be cared
for appropriately. Exactly the opposite is happening, since
cisincentives to the nursing homes to admit such patients,
combined with disincentives to acute care hospitals to
permit back-up, result in reimbursement being lower for that
group and the quality of their care suffers. The social cost to
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family caregivers is heavy; the economic cost of their
resultant need for health are has not been calculated.

The failure of the present care system to provide
adequately for SDAT patients needs to be made evident to
those responsible for making public policy.
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The CHAIRMAN. Thank you, Mrs. Brody.
Mr. Yovanovich.

STATEMENT OF STEPHEN YOVANOVICH

Mr. YOVANOVICH. Mr. Chairman, and members of the committee,
my name is Stephen Yovanovich, and I am president and chief ex-
ecutive officer of the Visiting Nurses Association c Butler County,
located in Butler, PA. I am presenting this testimony on behalf of
the National Association for Home Care and the American Federa-
tion of Home Health Agencies. I would like to thank this commit-
tee for providing a forum in which we can explore the elderly's
access to home and community-based health care, and the impact
of recent legislative and regulatory changes on such services.

Home health care is a humane and cost-effective alternative to
institutionalization for elderly and disabled Americans who prefer
to remain in their own homes with dignity and independence. The
home health benefit is growing as the population ages, and Federal
policy, such as prospective payment for hospitals, encourages non-
institutional care.

Despite strong support from Congress and the public, the inevita-
ble growth of home health care is being used as justification by the
Health Care Financing Administration for excessive strictness in
developing policies to govern the benefit.

As a result of restrictive reimbursement policies developed sever-
al years ago, the skilled nursing benefit is no longer available to
many Medicare beneficiaries.

Now, HCFA has developed a series of policies to achieve short-
sighted savings in the home health benefit that w11 restrict the
availability of home health services to beneficiarieF . These policies
include a proposal to effectively eliminate waiver of liability, a re-
structuring of cost limits, and a restrictive definition of intermit-
tent care.

Mr. Chairman, your House Select Committee on Aging held a
hearing this past February which demonstrated the impact of pro-
spective payment for hospitals. Home health agencies are now
seeing much sicker patients, requiring much more complex care
and visits of longer duration, as prospective payment shifts the
burden of caring for Medicare beneficiaries to home health care.

But in recent months, we have seen a sharp increase in home
health denials on cases that clearly meet Medicare coverage guide-
lines.

It appears that HCFA is attempting to create a climate of uncer-
tainty for home health agencies in the hope that they will cut back
on services rather than risk payment denials.

This is a shortsighted attempt to achieve savings. Home health
agencies are cost-reimbursed and cannot provide care for very long
if they are not compensated for the services that they give.

We believe HCFA's policies will result in greater cost down the
road for institutional care for patients unable to receive home
health services, and it will have a great cost in human terms for
patients unable to obtain care.
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Fiscal intermediaries appear to be under duress to deny a certain
percentage of cases, for example, to return at least $5 for every one
they receive for medical and cost report review.

Mr. Chairman, with your permission, I would like to submit for
the record a copy of the guidelines that appear in HCFA's Contrac-
tor Performance Evaluation Program which outline this ratio for
medical and cost review functions.

This arbitrary requirement may account for the 32.4-percent re-
versal of denials by intermediaries themselves when there is recon-
sideration of the case. It is worth noting that the fiscal interme-
diaries suffer no penalty for their mistakes, although requiring
home health agencies to perform perfectly. It appears that the
fiscal intermediaries are unable to achieve that same quality.

A concerned coalition of part A and part B providers, consumers,
legal and senior citizens' organizations, formed a coalition out of
concern for access of beneficiaries to Medicare services.

This broad-based group was first brought together in response to
HCFA's proposal to eliminate, in effect, the waiver of liability pro-
tection for hospitals, skilled nursing facilities and home health
agencies.

With your permission, we wish to submit for the record 50
sample cases of home health services denied in whole or in part.
These come from a survey conducted to obtain cases to illustrate
the impact loss of waiver would have on Medicare beneficiaries and
home health providers.

If the favorable waiver presumption is lost, patients like these
would probably be unable to receive the services that their physi-
cians have ordered for them.

These cases are intended to illustrate specifically the waiver
issue, but they indicate a larger problem, that there are disabled
and elderly Americans sick enough to be hospitalized and sick
enough to, in fact, die, but unable to receive the health care they
need between hospitalization and death.

It is a shame that our fellow citizens are put in a position of
scrambling after health care or else going without care in their
final days.

Mr. Chairman, I will pass over several case histories that I was
to present. As you know, in our written testimony, we have submit-
ted 50 cases that, I think, explain quite clearly the dilemma that
home health agencies are placed in.

If patients like those we have submitted to you cannot get home
health care, then who can? Beneficiaries as old and sick and debili-
tated as those that we presented to you are not in a position to
mount an effective appeal against the massive Federal bureaucra-
cy.

HCFA policy n3w prevents providers from representing benefici-
aries in the appeals process. Intermediaries are fairly safe making
denials in cases where there is no one left to fight.

The Medicare Program exists for the benefit of elderly and dis-
abled persons. Those who run the Medicare Program should dem-
onstrate the same passion for access to care and quality of care as
they do fur making cuts in the program.

Mr. Chairman, to help preserve the Medicare home health bene-
fit for Medicare beneficiaries, for members of our own families, and
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for ourselves some day, we urge Congress to preserve the current
waiver of liability protections for providers and for the benefici-
aries, to maintain the current home health cost cap structure with
limits at the 75 percentile and an aggregate rather than per-disci-
pline method for the application of cost cap reimbursement for
home health agencies, and the enactment of legislation to define
intermittent care statutorily.

Thank you for this opportunity to present our testimony here
today.

[The prepared statement and exhibits submitted by Mr. Yovano-
Tich

PREPARED STATILMENT OF STEPHEN G. YOVANOVICH, PRESIDENT AND CHIEF EXECUTIVE
OFFICER, VISITNG NURSES ASSOCIATION OF BUTLER COUNTY, INC., Bunn, PA, ON
BEHALF OF THE NATIONAL ASSOCIATION FOR HOME CARE, AND AMERICAN FEDERA-
TION OF Homz HEALTH AGENCIES

Mr. Chairman and Members of the Committee: My name is Stephen Yovanovich.
I am President and Chief Executive Officer of the Visiting Nurses Association of
Butler County, Inc., located in Butler, Pennsylvania. I am presenting this testimony
on behalf of the National Association for Home Care (NAHC) and the American
Federation of Home Health Agencies (AFHHA). I would like to thank this Commit-
tee for providing a forum in which we can explore the elderly's access to home and
community-based health care, and the impact of recent legislative and regulatory
changes on such services.

At the time of increasing concern about the expenditure of Federal money on
health services, home health care is a humane and cost-effective alternative to insti-
tutionalization for elderly and disabled Americans. The home health benefit is inevi-
tably growing as the population ages; as technology advances and home health
agencies develop the ability to care for more and more complex cases; as more pa-
tients and physicians become aware of its benefits; and as Federal policies, such as
prospective payment for hospitals, encourage the use of non-institutional services.
Clearly, the elderly of this country desire expanded home care services. In a recent
Gallup Poll conducted for the American Association for Retired Persons, home care
was preferred to institutional care by about 80 percent of AARP's membership.

Despite strong Congressional and public support, we find the greater use of home
care services cited as justification by the Health Care Financing Administration
(HCFA) for developing excessively stringent regulations and policies to govern the
home health program. We believe that it makes no sense to pursue policies which
enourage deinstitutionalization while hindering the ability of home health agencies
to deliver the medically necessary services patients require upon discharge. We be-
lieve HCFA's actions are in direct contradiction to Congress historic action to in-
crease access to home care.

As a result of restrictive reimbursement policies developed several years ago by
HCFA, the skilled nursing benefit is no longer available to many Medicare benefici-
aries in need of nursing home care. Now HCFA has developed a series of policies to
realize short-sighted savings in the home health benefit which will only lead to
higher institutional costs down the road for those patients unable to receive the less
costly home health services.

In recent months, we have witnessed a sharp increase in the denial of home
health claims It appears that HCFA is attempting to create a climate of uncertain-
ty for HHA's in the hope that, rather than risk disallowances, HAA's will arbitrar-
ily cut back on the frequency of services, evern though good medical practice would
suggest the visits should be made. The pressure to increase claims denials comes
from HCFA's FY'85 contractual mandate to fiscal intermediaries to produce at least
a $5 return for every dollar expended in the medical review portion of the interme-
diaries budget. HCFA simultaneously has mandated that intermediaries subject at
least 37.5 percent of all claims to medical review in fiscal year 1985. Both thresholds
are expected to increase in fiscal year 1986.

We have a number of cases, illustrated on the attached chart, whica demonstrate
seriously ill patients who were judged by the intermediary not to be sick enough to
get home health services their physicians ordered. Many of these beneficiaries were
sick enough to be hospitalized and sick enough to die. But fiscal intermediaries de-
termined that, in the interim between hospitalization and death, they were not enti-
tled to the medical care their physicians determined they needed.
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Fiscal intermediaries appear to be under duress to deny a certain percentage of
the cases they review. Intermediaries can safely deny visits in cases such as those
we illustrate on this chart. HCFA policy now precludes providers from representing
the beneficiary in the appeals process. But for beneficiaries as old, sick, debilitated,
and alone as many of them are, mounting an effective appeal against a massive gov-
ernment bureaucracy is out of the question. The 32.4 percent reversal of home
health denials by the intermediaries themselves at the reconsideration level indi-
cates a high rate of erroneous denials. Fiscal intermediaries, however, suffer no pen-
alty for their own mistakes.

In addition to an upsurge in denials, over the last two years we have witnessed a
series of actions on the part of HCFA which will reduce the ability of home health
agencies to deliver services to elderly and disabled Americans. Acting with little or
no consultation with affected providers and consumers, HCFA has:

Proposed regulations which would have the effect of eliminating waiver of liabil-
ity protection for home health agencies;

Acted to reduce fiscal intermediaries serving freestanding home health providers
from 47 to 10;

Proposed restructuring of the home health cost limits;
Sought imps ion of a $4.80 copayment on all home health visits after the twenti-

eth;
Attempted to change the rules to redefine "homebound" and "intermittent" in

order to restrict the availability of home health services; and
Developed a massive new "minimum" data elements reporting requirement for all

home health agencies.

WAIVER OF LIABILITY

HCFA issued proposed regulations in the Federal Register on February 12, 1985,
to eliminate, in effect, waiver of liability protection for HHAs, SNFs, and hospitals.
The comment period closed March 14, 1985.

Under the waiver policy currently in effect, HHA's with a quarterly denial rate of
2.5 or less are paid for denied services if it is determined that the HHA did no
know or could not have reasonably known that the services were not reasonable and
necessary, or constituted custodial care.

Congress instituted the current w aiver presumption in 1972 to protect both Medi-
care patients whose care falls into an area of subjective judgment, and Medicare
providers which need the protection in order to render services falling into the grey
areas. The waiver presumption also serves to protect the beneficiary and the provid-
er by providing a minimal "cushion" from what is also a subjective decision by an
individual during the intermediary review process.

In the wake of publication of this proposed rule, associations representing HHAs
and other Medicare providers, legal, consumer, and senior citizens groups formed a
coalition to inform HCFA and Congress of the devastating effect loss of waive:
would have on Medicare beneficiaries and providers.

The proposal is temporarily on hold as a HCFA task force considers its implica-
tions. Revised or final regulations may be issued later this year. We urge that this
regulation be withdrawn altogether.

A preliminary report by the GAO to Senator Heinz, Chairman of the Senate Spe-
cial Committee on Aging, indicates patients are being discharged from hospitals in a
poorer state of health. Sicker patients will require more visits than those with the
same diagrr as in the past. Loss of waiver of liability will make it difficult for some
of these beL iciaries to receive home health services.

The cases which we have attached illustrate patients whose care was denied, in
whole or part, but which was covered under waiver of liability. If the favorable
waiver presumption is lost, presumably in the future these types of patients would
not be able to receive the home health services ordered by their physicians.

Home health agencies are cost reimbursed. They have limited capital resources to
fund visits not covered under waiver of liability. Waiver allows access to care for
patients whose care falls into the area of subjective judgment.

The case-by-case approach HCFA now proposes to implement will put an inordi-
nate burden on many elderly and infirm beneficiaries who, in effect, will have to
appeal denial decisions and prove the visits in question should be covered under
waiver.

The performance of intermediaries makes waiver protection essential. HCFA now
proposes to hold HHA's to a 100% standard of accuracy, while acknowledging a
32.4% rate of reversal on appeal for HHA denials. HHA's often receive inconsistent
and unclear directives from intermediaries. The majority of HHA's will be trans-
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ferred to new intermediaries shortly, exacerbating the denial problem for agencies
trying to adapt to the policies of a new intermediary.

COST LIMITS

As you are no doubt aware, both the House and Senate have approved their re-
spective budget proposals. Each includes a freeze in reimbursement for all Medicare
providers. This action, in and of itself, does not allow home health agencies to adjust
to the projected 5.6 percent increase in the market basket index. However, in addi-
tion to this proposal, the Health Care Financing Administration has undertaken its
own budgetary processdespite the fact that it is not within their scope of jurisdic-
tion to do so. By its own admission, HCFA acknowledges that this proposal "will
have a major impact on the HHA industry" "would clearly have a significant eco-
nomic impact on a substantial number of HHA's", and that the proposal would
"affect 70 percent of the industry".

HCFA issued a May 14th proposal in the Federal Register, which abandons the
current method of calculating the cost limits for reimbursements to home health
agencies on behalf of beneficiaries who require and are entitled to home health care
services. For the past five years, home health agencies have operated under a
system which sets the reimbursement limit on each visit at the 75th percentile of
overall national agency costs. The fact that the rates are currently calculated in the
aggregate allows an agency the flexibility to provide certain kinds of care which
exceed the cost limit cap. High cost services (i.e., Physical Therapy) are offset by
being under the limit in other services. The ability to aggregate allows an agency to
stay beneath the cost limit overall, while providing the full integrated range of care.

The HCFA proposal would instead set the cap at 20 percent above the average
visit cost for each individual discipline and eliminate use of "aggregation". We have
serious reservations about the methodology used to establish the new rates under
this method, and question the projected lost savings. However, we are unable to spe-
cifically comment because our requests for pertinent information on the data used
to calculate the new cost limits have not been responded to. We specifically request-
ed this information on two occasions, but have received no response. A number of
Members of Congress have also written to express their concerns, but have received
only a cursory responseif that.

HCFA has also violated the spirit, if not the letter, of the law. The Administrative.
Procedures Act requires an agency to provide adequate time for impacted groups
and individuals to respond to any proposed change in regulations. HCFA allowed for
a comment period of 30 days. This is wholely unreasonable. We wrote, our member-
ship wrote, and Members of Congress wrote to ask that another 30 day period be
allowed for comments. These requests have been ignored.

I must mention that HCFA issued the final notice in the July 5th Federal
ter in blatant disregard of a substantial number of requests from Members of Con-
gress to delay finalization until Congress had completed its Budget and Reconcilia-
tion Act. With so little advance notice, many agencies will be placed in a chaotic
state. One fourth of all home health agencies have cost report years and fiscal years
beginning on July 1 (the date of implementation). They have already had their
budgets approved for months, and hired staff accordingly. A nother one half of the
agencies have new years beginning October 1, and most of these have already had
their Boards approve the budgets. With so little advance warning, many agencies
may be forced to reduct staff and services, or even close their doors. Particularly,
such high cost services will be in jeopardy in terms of availability to beneficiaries.

Without Congressional intervention, we fear the result of this proposal will be to
decrease the quantity of services available, but also may jeopardize the quality of
care rendered to elderly and disabled beneficiaries.

FISCAL INTERMEDIARY REASSIGNMENT

HCFA issued proposed regulations in the Federal Register on April 10, 1985, re-
ducing to ten the number of fiscal intermediaries processing home health claims for
freestanding home health agencies. The comment period closed June 10, 1985. It ap-
pears that HCFA plans to implement the reassignment of HHA's sometime between
October 1, 1985 and February 1, 1986.

Reduction to no more than 10 intermediaries by July 1, 1987, was mandated by
the Deficit Reduction Act of 1984. Congress enacted this provision to assure greater
uniformity in interpretation of Medicare home health policy throughout the coun-
try. We have supported this move to ensure greater consistency in the application of
coverage and reimbursement policy; however, we assumed HCFA would employ a
more rational basis

1
in the selection process. In the proposed regulation, HCFA men -
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tions a number of criteria that it considered in selecting the 10 intermediaries; how-
ever, it gave no indication of how those selected rated in each of these areas or how
their performance compared to intermediaries not selected.

HCFA states that a major criterion in selecting intermediaries is the ability to
process bills electronically; however, four of the ten intermediaries apparently do
not currently have this capability, making it difficult to comprehend why they were
selected. HCFA states a desire to minimize transition problems, but it has selected
several intermediaries which currently service only a relative handful of HHA's.

It is not clear where these small intermediaries will get the personnel 10 process
claims. HCFA has not stated any policy on subcontracting. If they have to subcon-
tract most functions back to the old intermediaries, it makes no sense to select them
in the first place. If the ten intermediaries are going to subcontract audit, appeals,
or onsite review functions to other intermediaries, it will lead to more of the same
type of inconsistencies which Congress is trying to correct.

Contrary to Congressional intent, HCFA's proposed April 10th restructuring ap-
plies only to freestanding agencies and not to "provider- based" agencies (i.e., those
which are hospital, nursing home, or rehabilitation facility-based).

We believe that HCFA should issue revised proposed regulations publishing the
scores and rankings of the 10 tentative intermediaries, with an explanation of what
actual considerations were used in the selection process, and applying them to all
types of home health agencies.

COINSURANCE FOR HOME HEALTH CARE

Again this year, the Administration's budget proposal included a provision which
would have imposed a co-payment on Medicare beneficiaries equal to $4.80 per visit
after the 20th home health visit in a calendar year. Both provider and beneficiary
groups strenuously opposed this proposal for a number of reasons.

The proposal would unfairly increase the burden on Medicare beneficiaries. Medi-
care beneficiaries are already required to make significant out-of-pocket expendi-
tures to finance their own health care. Imposing a new co-payment for home health
visits would increase the financial burden on beneficiaries and would result in pa-
tients going without needed home care or in unnecessary hospitalizations.

In addition, this proposal is totally contradictory to the goal of discouraging exces-
sive utilization of institutional placement. Congress has taken several specific ac-
tions toward achieving this goal in the past few years, and we would be penny-wise
and pound-foolish to reverse this trend. For example, the result of discouraging
home care by the imposition of coinsurance will certainly be that those who are
being discharged early due to the DRG system will fail to adequately recuperate and
will simply return to the hospital or nursing home.

Far from saving millions of dollars, coinsurance would result in increased costs to
Medicare. Home health agencies and/or the government would be put in the posi-
tion of collecting coinsurance from the elderly. The administrative costs in doing so
would be enormous, and would necessarily be passed along to Medicare. Also, as
HCFA Administrator Dr. Carolyne Davie pointed out in her April 1st testimony
before the Ways and Means Subcommittee, Medicare would have to cover the cost of
non-paying beneficiaries by reimbursing agencies under the bad debt allowance.
This will more than offset any savings which are anticipated from the implementa-
tion of coinsurance.

Some have expressed a concern about the overutilization of home care benefits
6.nd believe coinsurance will curtail this misuse. We reject this premise, and in fact
the government's own statistics show 4.9 million Americans going without the home
care or supportive services they need. The Heritage Foundation summed up the ad-
vantages of increased utilization of home core in its December 1984 report., Mandate
for Leadership: "widening use of home health programs . . . would reduce cost con-
siderably." Simply stated, the increased out of pocket costs will constitute a real
barrier to quality care for those who simply cannot afford to pay.

Fortunately, both the House and Senate, in their respective Budget Resolutions,
rejected the proposal. We remain hopeful that the House Ways and Means Commit-
tee and the Senate Finance Committee will also reject this proposal in their recon-
ciliation legislation.

INTERMITTENT CARE

We are particularly concerned that existing Medicare home health benefits is
being unjustifiably limited, contrary to Congressional ,,ntent, by the Health Care Fi-
nancing Administration (HCFA) and its contract intermediaries. This is being done
by restrictive and inconsistent interpretations of the term "intermittent care' as de-
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fined in the Medicare statute which determines the nature and frequency of home
care to nearly 2 million elderly, infirm, and disabled beneficiaries.

In creating the Medicare home care benefit, Congress stated that covered eare
was to be "intermittent" but did not specifically define what constituted "intermit-
tent care." The Health Care Financing Administration issued guidelines on inter-
mittent care to the fiscal intermediaries who process claims for home care provid-
ers. Under these guidelines, intermittent care would include daily care for a 2-3
week period, and thereafter under "exceptional circumstances." The major problem
that has occurred with regard to these guidelines is the varying and inconsistent
interpretations by fiscal intermediaries as to what constitutes intermittent care. Al-
though Medicare is a national benefit, a Medicare beneficiary living in California
can receive a substantially greater home care benefit than one living in Wisconsin.
Some intermediaries consider "daily" to mean 7 days a week, but others consider it
to mean 5 or even as little as 3 days a week. Some intermediaries view the 2-3 week
initial period as a guideline and consider extensions of this period on a case-by-case
basis; others see 2-3 weeks as a rigid cut-off point, regardless of medical reasonable-
ness and necessity as determined by a physician. An example of the many types of
problems this has created is illustrated in Michigan. In the same city, two home
health agencies operate. Each is served by a different intermediary, because one of
the agencies is a chain served by a central intermediary. One intermediary is liber-
al, the other restrictive. So, depending on which agency a patient uses, he/she will
get more/less coverage.

The implications of these varying and inconsistent interpretations of "intermit-
tent care" are that there are thousands of cases where patients who have been au-
thorized by physicians as medically needing home care have been denied home care
outright, or have had home care severely limited.

The implementation of the hospital prospective payment plan has exacerbated the
already acute "intermittent care" problem, as documented by the GAO Report re-
leased this year to the Senate Special Committee on Aging previously mentioned in
this testmony.

Senator John Heinz and Congressman Henry Waxman intorduced legislation last
year which would have denied "intermittent care" statutorily. This legislation, un-
successful in the last Congress, has been reintroduced in this Congress (S.778/
H.R.2371). Without the aid of such legislation, providers are "subject to the whims
of fiscal intermediaries" in making key coverage decisions.

HCFA FORMS 443/444

In December 1984, HCFA issued Transmittal 158 to home health agencies requir-
ing them to submit new forms (443 and 444) as a precondition of their receiving pay-
ment from Medicare. These forms were to be implemented on January 1, 1985.
Home health agencies had no prior notice that these new forms would be issued.
Nor were industry representatives consulted as to the issuance despite assurances
by HCFA staff that open channels of communication could be expected. With Con-
gressional intervention, the implementation date was postponed to February 15,
1985.

The new forms had serious flaws both in terms of design and content. They were
never field tested. They would not fit into a standard typewriter. Computerized
forms would not have been available until after the February 15 deadline, nor
would computer specifications be available to the computer companies which help
prepare billings for home health agencies. Further, the new forms substantially
overlapped another computerized billing form (UB-82) mandated effective October
1, 1985. HCFA acknowledged that the new forms were problematic and agreed to
redesign them before they were printed new in June 1985. However, the agency re.

fused to delay the February 15 implementation date.
Through substantial industry efforts and the subsequent intervention of Congress,

HCFA eventually delayed the implementation of these forms to September 1, 1985
and worked with home health providers and industry representatives in redesigning
the forms now known as HCFA Forms 485-488. Had HCFA worked with providers
prior to issuing these forms, Congressional involvement and significant provider
concern could have been averted.

CONCLUSION

In light of the problems I have discussed here, we urge the Congress to take the
following action:
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(1) Congress should direct HCFA to nullify 'he new cost limit structure and ex-
pressly forbid their implementation during the period of the freeze on Medicare pro-
vider's reimbursement.

(2) Congress should direct HCFA to fully withdraw the proposal to eliminate the
presumption of waiver of liability.

(3) Congress should enact legislation to statutorily define "intermittent care", S.
778 and H.R. 2371, as soon as possible.

These actions would go far in protecting the Medicare beneficiary's right and
access to home health care. I thank the members of this Committee for their sincere
interest in obtaining this goal, and look forward to joining and supporting your ef-
forts. Thank you

ADMINISTRATIVE GUIDES

Examine the individual nose worksheets and identify those claims where ele con-
tractor determined that payment was made improperly. Review the payment
records for those claims to determine whether the claim was retrospectively denied
and whether overpayment recovery was initiated where necessary. Assure that the
case worksheet was completed for each beneficiary reviewed by the contractor in
accordance with instructions in section 2300.3E of HCFA Pub. 13-2.

Element 15Conduct 100 percent prepayment review of HHA providers where re-
quired.

Performance levels: 10 = 100 percent of the sampled claims had been subject to
prepayment medical review; 0 = Less than 100 percent of the sampled claims had
been subject to review.

Weight 3: Method of RO EvaluationExamine the HHA coverage compliance
quarterly reports and identify those providers where the contractor found nonco-
vered services in more than 5 percent of the visits. (These providers are subject to
100 percent prepayment review per HCFA instructions.) Take a sample of claims
from the quarter following the quarter of review from a sample of providers which
were subject to 100 percent prepayment review.

Examine the contractor's documentation to determine whether the claim had
been subject to medical review by the contractor. (Clerical review is not sufficient
effort to meet the requirement under this element.) Consider the absence of a medi-
cal record on the claim as evidence that a medical review was not conducted.

Element 16Administer a cost effective MR/UR program.
Performance levels: NoteCosts must account for 95-100 percent of funds ap-

proved by HCFA for MR!UR. If 95-100 percent of funds approved for MR/UR are
expended, take the following action: 10 = $15.01/1 or more, 9 = $10.01/1-$15.00/1;
8 = $6.01/1-$10.00/1; 7 = $5.00/1-$6.00/1; 6 = $3.50/1-$4.99/1; 4 = $2.50/1-$3.49/
1; 2 =- $2.00/1-$2.49/1; 0 = $1.99/1 or less.

Element 14Properly perform TEFRA audits and target amount computations.
Performance levels: 10 = Outstanding, 7 = Satisfactory; 0 = Unsatisfactory.
Weight 5 (Critical): Method of RO EvaluationThe Quality Evaluation of Settle-

ments under TEFRA (QUEST) will be used for this review. Information pertaining
to this review program will be furnished from Central Office by the Bureau of Qual-
ity Control

Element 15Properly finalize HHA cost reports.
Performance levels: 10 = Outstanding, 7 = Satisfactory; 6 = Needs improvement;

0 = Unsatisfactory.
Weight 3: Method of RO EvaluationUse the results of the HCFA Home Health

Agency Reimbursement Review Program (HHA-RRP). This evaluation applies only
to the 49 designated HHA intermediaries.

Element 16Administer a cost effective provider audit program.
Performance levels: 10 = 700 or more; 9 = 6.00-6.99; 7 = 5.00/1-5.99/1; 6 = 3.00/

1-4.99/1; 4 = 1.00/1-2.99/1; 0 = less than 1.00/1.
Weight 5 (Critical):

PREPARED STATEMENT BY MORRIE LEVY, EXECUTIVE DIRECTOR, ANN HOWARD,
LEGISLATIVE DIRECTOR, AMERICAN FEDERATION3 OF HOME HEALTH AGENCIES

SUMMARY

The American Fedaration of Home Health Agencies conducted a survey 5,000
Medicare certified home health agencies in March to obtain cases to illustrate the
impact that loss of waiver of liability would have on home health providers and
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Medicare beneficiaries. We received 401 cases of total or partial denial of home care
services provided over the last two years.

Currently home health agencies with a denial rate of 2.5 percent or less can be
paid for denied services if it is determined that the home health agency did not
know or could not have known that the services were not reasonable and necessary,
or constituted custodial care. The Health Care Financing Administration issued pro-
posed regulations (Federal Register, February 12, 1985) to eliminate an effect waiver
of liability protection for HHAs, skilled nursing facilities, and hospitals.

The attached cases are precedent setting for HHAs providing home health serv-
ices denied in whole or part, but covered under waiver of liability. If the favorable
waiver presumption is lest, presumably in the future, patients of the type illrstrated
here would not be able to receive the home health services their physicians order.
Although these cases are intended to illustrate specifically the waiver of liability
issue, they indicate that there are seriously ill Medicare beneficiaries who are not
receiving the home care services they need.

In 1983, the last year for which we have figures, an estimated 1,320,000 Medicare
patients received home health care. Eighty-five percent of HHAs are on c.'niver,
with a denial rate of less than 2.5 percent; 32.4 percent of denials were reverses at
reconsideration by fiscal intermediaries.

A number of cases not reversed are appealed to administrative law judges and to
the Federal Courts. Between October 1, 1984, and February 28, 1985, administrative
law judges decided 840 cases involving Part A Medicare denials. Denials were re-
versed in 57.6 percent of these cases. (We have not been able to break down this
figure by type of provider.)

The 401 cases we received came from 32 states, with patients ranging in age from
26 to 98. The number includes 38 disabled beneficiaries; the others are elderly pa-
tients with a median age of 78.

A disproportionate number, 39 p.arcent, come from just three statesFlorida, Illi-
nois, and Georgia. Ninety-nine percent have multiple diagnoses; many are extreme-
ly debilitated and have an ailing elderly spouse or live alone.

The most frequent diagnoses are cancer, cardiac and circulatory ailments, and
complications of diabetes.

Attached we have provided a chart of 50 cases from all areas of the country, illus-
trating the range of circumstances we found: patients who recovered with home
health care, and others who ended up being institutionalized or who died; post hos-
pital and nursing home patients, and those with no prior institutionalization; denial
of all services, denial for a period of weeks or months, and denial of a portion of
services during the whole course of care.

Of the 50 patients on the attached chart: 79 is the median age, 12 received denial
of all home health services, 12 lived alone; 35 are post hospital cases; 13 had to be
(re)institutionalized; and 19 died.

SAMPLE CASES

Mid-AtlanticAn 82 year old widow living alone in a rural area, suffering from
bowel obstruction, acute urinary tract infection, dehydration, gall stones, and degen-
erative joint disease; on multiple medications. During three week course of care
with home health agency, intestinal problem stabilized and patient was given nutri-
tional instruction. All visits were denied on the basis that services could be per-
formed by a nonmedical person. Subsequent to discharge, patient was readmitted to
hospital with another bowel obstruction.

Midwest-76 year old patient with colon cancer which had spread to the liver. He
was admitted to home care after discharge from the hospital. He had a Hickman
Catheter for chemotherapy that required daily flushing and weekly sterile dressing
changes; also had a urinary catheter and required care for a hip incision. The pa-
tient deteriorated, was rehospitalized, and died. Four of twelve nursing visits provid-
ed tc this dying patient prior to rehospitalization were denied as not reasonable and
necessary.

SouthA 92 year old patient with acute infected lesions and growths following
removal of skin cancer on scalp, face, neck, and hands. Also suffered from angina,
arteriosclerosis, hypertension, and crippling arthritis. This elderly beneficiary lived
alone, had poor eyesight and hearing, was inadequately nourished, confused, and in-
capable of caring for self. The intermediary allowed services for the first and third
months of care, but denied services in the second month, claiming that the services
could have been provided by a nonmedical person. The patient's condition was most
acute in the month for which all care was denied.

108



105

South-84 year old bedridden woman suffering from kidney failure, but not on
dialysis; he also had congestive heart failure, high blood pressure, lung congestion,
lupus, and severe hip pain. She deteriorated steadily and entered hospital for treat-
ment of these conditions. Upon discharge, home health services were covered for
five days, then all were denied on the claim that care could be provided by a nonme-
dical person. The patient was readmitted to the hospital and died two days later.

South-83 year old patient with terminal cancer of the liver, weight loss, a drain-
ing biopsy site, urinary tract infection, constant nausea and vomiting, coughing up
Meld, and mental confusion. Patient's 79 year old wife unable to care for him be-
caua of stroke and coronary condition. Patient's condition slowly deteriorated, re-
quiring frequent medication changes, and wound care. Beginning five weeks after
admission to home care services, the intermediary denied all visits, claiming that
the services could have been effectively and safely provided by a nonmedical person.
The patient died shortly after services were denied.

West-88 year old woman with terminal cancer, a fractured hip, skin ulcers, and
congestive heart failure. Patient, who lived alone, was discharged from hospital to
home care; agency worked with family members in the area to keep her home. All
home health services were denied; according to the intermediary, this beneficiary
did not require skilled nursing care. Consequently, patient had to be admitted to a
nursing home where her condition deteriorated and she died.

West-87 year old man with chronic obstructive pulmonary disease and high
blood pressure. Because of blindness, deafness, and death of his wife during the
course of care, patient needed visits for safety, monitoring of treatment compliance
and potassium level in blood, and chest drainage treatments. This man was stable
and independent until services were denied, on the claim that skilled care was not
required. Patient died one week after services were denied. Agency was told appeal
would do no good. Intermediary said "Write your Senator."
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The CHAIRMAN. Thank you very much.
Ms. Struve, please?

STATEMENT OF KAREN STRUVE

Ms. STauvz. Mr. Chairman, and members of the committee, my
name is Karen Struve, and I am the president of Walker Methodist
Residence and Health Services in Minneapolis, MN. Today, I repre-
sent the American Health Care Association and the American As-
sociation of Homes for the Aging, but more important, I represent
thousands of Americans throughout the country that are being
denied skilled nursing home care coverage; really, the broken Med-
icare promise.

There are two major problem areas which we want to discuss,
coverage issues and the proposed freeze on skilled nursing care
benefits.

Qualifying for Medicare nursing facility care in this country has
always been a problem since the 1970's, but today it has really
reached crisis proportions. My own facility in Minnesota has gone
from 190 certified skilled Medicare beds to 10, the reason being, we
could never find enough residents that would meet the stringent
requirements of our intermediary.

The promises being broken, the 24-hour skilled care coverage in
the nursing home that the law specifies is not being provided.

Even when there is a possibility of rehabilitation potential, nurs-
ing homes throughout the Nation, report that coverage is not
granted because the intermediary insists it should be delivered in
the home, regardless of the physical condition of the person or the
family situation, not a viable situation for a 92-year-old person that
is deaf and has a broken hip.

In our survey of 1,000 skilled nursing facilities certified for Medi-
care, only 3.7 percent of more than 22,000 beds are occupied by
Medicare patients. Likewise, 35 percent of them did not have one
Medicare person in the bed.

With this bleak picture as a backdrop, the administration has
now taken greater steps to wipe out any remaining vestige of the
Medicare Skilled Nursing Program.

On March 14 of this year, the administration proposed eliminat-
ing the waiver of liability coverage. Not content to rely solely on
the elimination of this benefit, HCFA has also recently changed
the way it calculates the waiver days.

The new methodology, rather than using the total number of
cases in the denominator, which are supposed to be representative,
uses a sample of the denial cases in the gray area.

This is not statistically even sound. Our survey has shown that
43 percent of the respondents reporting that their intermediary
coverage has grown stricter within the last year, and 17 percent of
our members have said that they would drop out of the program if
the waiver of liability is denied.

It is really no mystery why HCFA continues to change the proce-
dure. Every beneficiaries denied service equals dollars saved. We
estimate nationwide one-half of the providers who currently have
waiver status will lose them.
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In addition to the problems of waiver of liability and sampling
methods, the whole contractual relationship between the interme-
diary and HCFA should really be explored.

Under element 16 of the Health Insurance Manual, an interme-
diary must save $5 in benefits, Medicare skilled nursing benefits,
for every dollar of its administrative costs, or it is in jeopardy of
having its contract terminated.

This is truly an incentive to reduce Medicare benefits to the
older American. The administration has also proposed freezing sec-
tion 223 of the cost limits for all providers. This freeze would only
serve to increase the access problems that already exist in skilled
nursing facilities.

It should be noted that nursing homes have never contributed to
the Medicare cost containment problem, and very little savings
would result from freezing the SNF portion of the budget, rather,
the problem of access would increase.

A few of our recommendations: MIS should not proceed with
regulations to limit the waiver of liability. The new sampling pro-
cedure, which is not statistically based, should be abandoned.

Intermediary incentives to deny coverage for Medicare recipients
should stop. And section 223 limits for skilled nursing facilities
should not be frozen.

Mr. Chairman, the efforts of this administration to engage in the
slashing of benefits to the elderly are irresponsible and ill-con-
ceived. We must prevent this.

Thank you.
[The prepared statement of Ms. Struve follows:]

PREPARED STATEMENT OF KAREN STRUVE, PRESIDENT, WALKER METHODIST RESIDENCE
AND HEALTH CARE SERVICES, INC., MINNEAPOLIS, MN ON BEHALF OF AMERICAN AS-
SOCIATION OF Homes FOR THE AGING, AND AMERICAN HEALTH CARE ASSOCIATION

Mr. Chairman and Members of the Committee, I am Karen Struve, President of
the Walker Methodist Residence in Minneapolis, Minnesota. I am here today on
behalf of the American Health Care Association (AHCA) and the American Associa-
tion of Homes for the Aging (AAHA). More important, however, I am here on behalf
of the thousands of elderly and needy Medicare beneficiaries who are daily being
denied care in skilled nursing homes because of cost reductions directed from Wash-
ington. Most of these people are too frail and sick to come here and tell you about
their problems. If they could, they would tell you about how impossible it is to re-
ceive coverage from intermediaries who are deciding arbitrarily that they are ineli-
gible for skilled coverage in contravention of the Medicare law and about the diffi-
culties they are having in finding nursing homes which will accept them because
the homes have lost their Medicare waiver of liability.

The elderly have truly become victims of a system in which they are discharged
earlier, and sometimes prematurely, as a result of the new hospital DRG payment
system, yet cannot obtain the post-hospital benefits to which they are entitled and
which they desperately need now more than ever. The concerted effort by the
Health Care Financing Administration (HCFA) to deny Medicare benefits to the el-
derly is similar to the Administration's ill-founded attempts to purge the disability
rolls several years ago in the name of cost savings.

Our two associations recognized that the problems with Medicare rules were driv-
ing nursing homes out of active participation in the Medicare program and leading

jto access problems for the beneficiaries. Both associations have joined with a coali-
tion of consumers and providers on the waiver of liability issue. The drastic steps
taken by the Administration to virtually eliminate the skilled nursing facility (SNP)
benefit had lead to an effective bonding of interests between consumers and provid-
ers. We commend the Committee for its attention to this vital issue and fervently
hope this hearing will serve as the catalyst for initiating action to resolve these
issues.
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There a 2 major Medicare problem areas which we would like to address today: 1.
Coverage Issues, 2. Proposed Freeze on SNF Reimbursement.

COVERAGE ISSUES

The low numbers of individuals qualifying for Medicare skilled nursing facility
care has been a problem since the early 1970's, but today it has reached crisis pro-
portions. While Congress intended the benefit as an extension of a hospital stay for
patients needing skilled nursing or rehabilitative care, the current Administration
has so narrowly construed eligibility, that we frequently have terminally ill patients
being denied coverage. My own facility in Minnesota has gone from 190 certified
Medicare beds to only 10 because there were never sufficient patients who could
meet the overly restrictive eligibility criteria for Medicare set out by the interme-
diary. Patients who require 24 hour skilled care or skilled nursing supervision are
not permitted coverage, even though the law specifies they should be. Our interme-
diary only grants coverage to patients who have rehabilitative potential, obviously
not a feasible goal when you are deaing with azi 89-year-old patient admitted for
gastrointestinal hemorrhage, multiple peptic ulcers, arterioschlerotic heart disease
and who is legally blind and deaf

On the other hand, when there is a possibility of rehabilitation potential, nursing
homes in Pennsylvania and throughout the nation report that coverage for rehabili-
tative care such as physical therapy, is not granted because the intermediary insists
it should be delivered in the home, regardless of the patient's other medical needs
or family situation. As a case in point, the intermediary in Illinois terminated cover-
age after less than a week on an 84-year-old patient with a broken hip and a broken
wrist. The patient's arm was in a cast, she lived alone with only and elderly sister
nearby. She still required physical therapy, yet she could not function in her home
with a walker because of her wrist.

There is no question that intermediary coverage decisions under the SNF Medi-
care benefit are grossly inconsistent, imprecise, and biased. The arbitrary admin-
stration of the benefit is revealed by the 80 percent rate of reversal in successful
reconsiderations brought by the Connecticut Legal Assistance to Medicare Patient
Project, and has been well documented in a study published in the New England
Journal of Medicine, which showed how different intermediaries interpreted Medi-
care SNF coverage inconsistently for 9 hypothetical cases. The authors concluded:

"Medicare coverage for skilled nursing care is not a clear cut, predictable benefit
from either the physician's or the beneficiary's point of view. Instead, it is highly
unpredictable and dependent on criteria that are often implicit, unwritten, and not
available for perusal or comment. Differences in criteria and the application of rules
of thumb must inevitably lead to disagreement not only on coverage, but on the rea-
soning behind reward or denial."

In a survey just completed by AAHA and AHCA, of 1,000 skilled nursing homes
certified to serve Medicare patients, only 3.7 percent of the more than 22,000 beds
were occupied by Medicare patients. Thirty-five percent of the homes had no Medi-
care patients at all.

National data confirm the serious access problem for older Americans. In 1980,
one-half of the non-metropolitan counties and 17 percent of the metropolitan coun-
ties lacked any certified skilled facilities at all. Thirty percent of SNF patient days
are concentrated in only two states, New York and California and 50 percent of the
patient days are delivered in only six states. Total SNF Medicare covered days de-
clined by over one half between 1969 and 1977. The impact on the beneficiary is
equally alarming: a 21 percent decrease in the covered days per thousand beneficiar-
eies occurred between 1976 and 1982. This is tantamount to a 21 percent cut in ben-
efits at a time when eligible Medicare beneficiaries increased 20.3 percent.

The current waiver law is critical to the Medicare SNFs because it provides some
protection against the kinds of retroactive denials of coverage that motivated over
one half of the nation's nursing homes participating in Medicare to leave the pro-
gram. The waiver of liability guidelines were passed by Congress in 1972 in direct
response to providers leaving the program.

With this bleak picture as a backdrop, the Administration has not taken steps to
wipe out any remaining vestiges of the Medicare SNF program. On March 14, 1985,
it proposed eliminating the waiver of liability, a provision which has afforded nurs-
ing homes and other providers a cushion for coverage denials made in eligibility de-
terminations. Under the statutory provision, the waiver provides relief to a benefici-
ary or provider who acted in "good faith" in accepting and providing services, later
found by the intermediary to be not reasonable or necessary. Making these determi-
nations is often impossible because the grey areas are huger than the black and
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white. For providers to be held liable for their "good faith" effort is simply ludi-
crous. Having the waiver has enabled many providers to remain in a program that
has few, if any, incentives to be in it in the first place.

Not content to rely solely on eliminating the waiver to achieve benefit cuts,
HCFA has also recently changed the way it calculates waivered days. Previously, a
skilled nursing facility's denial rate was calculated by dividing the number of Medi-
care days provided into the number of days denied by the intermediary. If this
figure was below 5 percent, then the nursing home was able to maintain its waiver
and the denied days were paid for by Medicare. The new methodology, rather than
using the total number of Medicare days in the denominator, uses a sample of cases
which are supposedly representative of the total, to project a sample denial rate.
Too often these samples are not at all representative or random, for they focus on
the grey area cares. Lewin and Associates found the problems with the projection
methodology "so severe that they completely invalidate the methodology, making it
unusuable as a basis for denying presumptive waivers of liability."

The effect of this supposedly minor administrative change provides an alarming
preview of what would happen if the waiver were eliminated altogether as HCFA
has proposed. Within the last 6 months, scores of facilities have lost their waivers
for the very first time as a result of these changes. One large group of facilities
which lost their waivers reported experiencing a decrease in Medicare utilization by
up to 50 percent at individual facilities and an average 28 percent decrease within
the group.

These figures are also reflected in the AHCA-AAHA survey wherein 43 percent
of the respondents reported that their intermediary coverage decisions had grown
stricter within the last year. We asked these providers what actions they would take
if the waiver were eliminated altogether and 16.5 percent said they would drop out
of the program completely. Respondents reported they would reduce Medicare ad-
missions by an average 26.6 percent and decreases days submitted for coverage by
28.1 percent.

It is no mystery why HCFA has changed its sampling procedures: every benefici-
ary denied services equals dollars saved by the program. One intermediary in the
midwest has told providers that the intermediary is having to pay for its past errors
by showing a month by month reduction in Medicare patient days. As a conse-
quence, the provider responding to our questionnaire had experienced a 75 percent
reduction in Medicare-covered patient days since May 1984.

An analysis of HCFA's new sampling process by Lewin and Associates, an inde-
pendent consultant, found "errors and omissions" representing violations of "funda-
mental and elementary principles of statistics". It would seem that HCFA will stop
at nothing, including rewriting the laws of statistical sampling, to achieve its cost
savings goals. We estimate that nationwide, one-half the providers who currently
have waiver status are likely to lose them unjustly as a result of these sampling
changes.

Mr. Chairman, this country has come to a sad state of affairs if the Department of
Health and Human Services has to cheat the elderly out of their benefits in order to
save money. AAHA and AHCA call on HHS to halt this ill-conceived sampling proc-
ess.

In addition to problems with the waiver of liability and sampling methods, the
whole contractual relationship between the Health Care Financing Administration
and intermediaries is worth discussing briefly, for it brings serious questions to
mind.

For example, just like traffic cops who are expected to write a certain quota of
tickets, a priority consideration in the evaluation of intermediaries by HCFA is the
dollars saved by reducing utilization versus dollars expended in achieving those re-
ductions. Element 16, of Sub-Section 2901.1 (Contractors Performance Evaluation
Program) of the Health Insurance Manual (13-2) set this ratio as a minimum of 5-1,
that is, an intermediary must save ;5 in utilization reduction for every dollar of its
administrative cost. If the intermediary falls below this ratio, it is in jeopardy of
having its contract terminated by HCFA. Ironically, it is to the benefit of the inter-
mediary to deny coverage in order to meet its quota, because if the case is later
overturned, it is not charged back against the intermediary's quota.

Another potential conflict of interest exists for intermediaries which also offer
Medigap insurance. Essentially this is private insurance purchase by the elderly
which supplements Medicare, but the policyholder does not qualify for it until he or
she becomes eligible for Medicare. Thus the imtermediary is placed in the potential-
ly conflicting positions of determining eligibility for Miftre benefits which could
also result in additional expenses to the intermediary through payout on the Medi-
gap policy. This circumstance provides a double incentive for intermediaries to deny
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coverage: it helps them meet their quota for cost effectiveness and it saves them
from paying out on the private insurance policy themselves.

The beneficiary is truly caught in a no-win situation by the Department's efforts
to reduce services and utilization. The most unfortunate part is that the need for
these services has reached a critical point thanks to the earlier discharges precipi-
tated by the hospital DRG payment system. We must not abandon the elderly to
their own devices. The Medicare SNF coverage issue must be met head-on and a
solution found before it is too late.

One solution that we propose is the reinstitution of front end review in which the
intermediary approves coverage for a patient at the beginning of his stay for a spe-
cific number of days. Recertification would take place for additional days if appro-
priate. This approach was used with some success about ten years ago and since it
affords both the provider and the beneficiary some measure of protection against
retroactive denials, we believe it is worth considering.

FRZISZING THE SNP COST LIMITS

The Administration has proposed freezing Medicare Section 223 cost limits for all
providers, including skilled nursing facilities. This freeze would serve only to exacer-
bate the access problems that already exist in SNF's. Despite the fact that Congress,
in enacting the Section 223 cost limits, stated that the limits would apply to a rela-
tively "small number of institutions" and only in "cases with extraordinary ex-
penses," more than two-thirds of the facilities in states with high rates of participa-
tion were being constrained by the cost limits last year. The percentage is, no doubt,
higher this year due to the greater intensity of services needed by patients dis-
charged under the hospital DRG system. Fully two-thirds of our survey respondents
reported an increase in the acuity level of Medicare patients, with over 56 percent
reporting an increase in the demand for SNF Medicare services. Those facilities are
losing money every time they admit a Medicare patient and can hardly be blamed if
they drop out of the program.

The HCFA SNF prosy7`We payment report also showed that homes with greater
involvemenet in the SNF Medicare program had significantly higher costs than av-
erage. Our survey fully supported these conclusions, for 87.5 percent of those provid-
ers with 10 or more Medicare patients reported that they were already at or over
the Section 223 limits. As the HCFA report recently stated, "For these facilities and
those approaching the cost limits, the current system rewards providers who serve
light care patients because the higher costs for treating heavy care patients are not
recognized in the flat rate per day retrospective reimbursement limit system in
effect."

A variety of sources, including our own survey, documented the greater need for
more intensive skilled care that has arisen because of the DRG prospective payment
system. Three recent studies have shown that patients were being discharged sicker
and quicker from hospitals; a study by the National Center for Health Services Re-
search, a survey of states ombudsmen, and a preliminary GAO report In addition, a
June 25, 1985 article in the Wall Street Journal described some of the problems
these patients were having in obtaining the pest-hospital care they needed. Senator
John Heinz referred to this state of limbo for the Medicare patients as the "no care
zone." We ask that it be made part of the hearing record.

It should be noted that nursing home costs have never contributed to the Medi-
care cost containment problem and very little savings would result from freezing
the SNF portion of the budget. Unlike hospitals, increases in Medicare expenditures
and per diem costs for SNFs have been consistently below the rate of inflation. Ad-
ditionally, expenditures on nursing homes now constitute less than one-percent of
total Medicare spendingdown from 6.2 percent in 1967s;gnificantly lower than
payments to physicians or home health agencies under the program, and even lower
than the error rate in payments to hospitals. Projected savings of $5 million from a
freeze of the SNF Medicare budget not only ignores the increases in total Medicare
spending that would result, but also fails to consider the tremendous difficulties
that beneficiaries would face in not receiving the appropriate post - hospital services
they now so urgently need.

While coverage is being restricted and sicker patients are in desperate need of
care, already inadequate reimbursement rates are being ratcheted down to a point
where quality rehabilitative care cannot be provided without incurring financial
loss. For the vast majority of providers across the country, these barriers to partici-
pation are prohibitive, and beneficiaries systematically are denied the care they
have been promised.
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RECOMMENDATIONS

Certainly the opportunity to air these problems in a public forum is a first step
towards their resolution, but only a first step.

Both AAHA and AHCA have been fortunate in working with a coalition of 17
concerned provider and consumer groups, such as the American Association of Re-
tired Persons and the National Council of Senior Citizens, on the waiver of liability
issue. The makeup of this coalition underscores the fact that this is a beneficiary
issue as much as a provider issue. The group has met with HCFA requesting a post-
ponement of the final regulations until an assessment of impact can be made. In
addition, your Committee, Mr. Chairman, and the Senate Aging Committee have
sent a letter to HIS Secretary Heckler asking the Department to assess the impact
of the provision upon beneficiaries before taking any further action.

Here are the goals that AHCA and AAHA seek:
HHS should not proceed with final regulations to eliminate the waiver of liability.
The new "sampkng" procedure should be abandoned. Any methodology employed

should meet general principles of statistical sampling, and be fair in their applica-
tion.

Intermediary incentives for coverage denials, quotas, etc., should be eliminated.
The General Accounting Office should undertake a short term study on Medicare

SNF coverage and eligibility problems, including variations among intermediaries,
HCFA/Intermediary contractual relationships, denial rates, utilization changes, in-
termediary /insurer conflicts of interest, hospital readmission rates, etc., with recom-
mendations for improvement.

A blue ribbon panel should be established to report and make recommendations
to Congress within one year on coverage under the Medicare SNF benefit.

Periodic official publication of the facts of coverage rationale for a representative
sample of cases in the "grey" areas, including observation, assessment, and overall
management of patients with multiple problems. This information should be made
available to the general public.

Statistics on the administration of the skilled care benefits by individual Medicare
intermediaries should be compiled to help facilitate intermediary performance
review by HCFA.

There whould a standardized program of training for intermediary personnel per -
forming reviews to ensure that reviewers and their supervisors completely under-
stand the criteria for coverage and they way these criterias are applied.

Providers should be permitted to act on behalf of and as advocates for patients
denied Medicare coverage.

The feasibility of reinstituting front end review by intermediaries should be ex-
plored by HCFA and reported to Congress.

Section 223 limits for skilled nursing facilities should not be frozen; HCFA should
review the process through which nursing homes can obtain exceptions to the
limits.

Mr. Chairman and members of the Committee, the efforts of this Administration
to engage in a slashing of benefits to the elderly are irresponsible and ill-considered.
The Department of Health and Human Services' own projections concerning hospi-
tal backup days portend a multi-billion dollar expenditure in the next five years:
nearly 11/2 million Medicare backup days and 8 million Medicaid days of patients in
hospitals awaiting nursing home placement. This translates into a minimum of $3.8
billion in additional program ppeenditures if the present policies are allowed to con-
tinue. We must prevent the AAdministration from breaking its promise to provide
appropriate care for older Americium; by denying access to those services the law
says they are entitled to. We need your help to achieve this.

DATA PREPARED FOR Housz SELECT COMMITTEE ON AGING ON THE IMPACT OF COST
CONTAINMENT ON ACCESS TO SKILLED NURSING FACILITY SERVICES, JULY 9, 1985,
AMERICAN ASSOCIATION OF Hosiss FOR THE AGING, AMERICAN HEALTH CARE ASSO-
CIATION

BACKGROUND

The hospital DRG prospective payment system has led to elderly Medicare pa-
tients being discharged earlier and with more acute skilled nursing service needs.
This rapt lly increasing demand is putting a strain on the capacity of skilled nursing
facilities (SNF5) to accommodate and care for these sicker patients. Throughout the
country, elderly Americans are having difficulty gaining admissions to a nursing
home after a hospital stay and, in those instances when they are admitted, they
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often fmd they are ineligible for Medicare benefits. These problems are the result of
recent cost-cutting efforts undertaken by the Reagan Administration.

Nursing home providers are reluctant to participate in the Medicare program be-
cause the system is characterized by inadequate reimbursement rates, restrictive
and inconsistent coverage decisions, overly burdensome cost reports, and unreason-
able appeals mechanisms. A nursing home administrator from Pennsylvania com-
mented: "Skilled nursing facilities are seeing more acutely ill patients and are not
receiving adequate reimbursement for their care." Another administrator from Cali-
fornia lamented: "We decertified from Medicare 6 years ago because we seemingly
couldn't get anyone covered anymore. The paperwork was increasing and coverage
was less and less." The disincentives to SNF Medicare participation have led to
severe access problems:

In 1980, one-half of the non-metropolitan counties and 17 percent of metropolitan
counties had no certified skilled facilities; 30 percent of Medicare SNF patient days
are concentrated in only two states, New York and California, and 50 percent of the
patient days are in only six states; in 1982, 30 states had fewer than five SNFs with
at least 16 Medicare patients while 12 states did not have any such facilities; total
SNF Medicare covered days declined by over one-half between 1969 and 1977, while
covered days per 1000 elderly declined by over 2 percent between 1976 and 1982.

STUDY FINDINGS

In order to find out more about the problems with the SNF Medicare program,
the American Health Care Association (AHCA) and American Association of Homes
for the Aging (AAHA) conducted a survey of over 1000 Medicare certified nursing
homes. 172 facilities responded, totalling 22,359 beds, of which 13,476 were Medicare
certified. (In 1980, 3,492 nursing homes participated in the Medicare program and
had a total of 276,986 Medicare certified beds, serving approximately 245,300 benefi-
ciaries that year.) Our survey revealed: 35 percent of the nursing homes had no
Medicare patients at all; Only 3.7 percent of the more than 22,000 beds in the
survey were occupied by Medicare patients; 56.4 percent reported an increase in the
demand for SNF services as a result of hospital DRGs (75 percent of the facilities
with ten or more Medicare patients reported such an increase); Two-thirds reported
an increase in the intensity of Medicare SNF services needed as a result of hospital
DRGs (85 percent of facilities with ten or more Medicare patients reported such an
increase).

WAIVER OF LIABILITY

The problems with SNF Medicare coverage have grown worse recently because of
new sampling procedures used and incentives for intermediaries to deny service cov-
erage. Homes have traditionally had some protection against inconsistent, restric-
tive coverage decisions and retroactive denials through the waiver of liability, which
was designed to insulate beneficiaries and providers from unfair liability and, there-
by, ensure reasonable availability of Medicare services. Currently, homes have an
incentive to submit claims for coverage which they believe will be covered because,
if less than five percent of the claims submitted are denied, the home will not be
held financially liable for these claims. The Administration has proposed that these
provisions be eliminated. As John Rother, Associate Director of Legislation, Re-
search and Policy for the American Association of Retired Persons has stated, "The
rule change will force providers to accept only those patients for whom Medicare
coverage is absolutely certain." Our survey found: 43 percent reported that their in-
termediaries' coverage decisions had become more restrictive within the last year;
16.5 percent reported that they would drop out of the Medicare program if the
waiver of liability is eliminated as proposed, If the waiver were eliminated, respond-
ents would reduce Medicare admissions by 26.2 percent, which would, in large part,
account for a 28.1 percent reduction in the number of days all homes would submit
for coverage.

SNF MEDICARE FREEZE

The Administration has also .proposed in its budget package to freeze the Medi-
care payment limits for all providers at the 1985 levels. This provision is included in
both budget resolutions passed by the Senate and House, respectively. HCFA report-
ed that last year 35 percent of all SNFs were at or over the limits, while closer to
two-thirds were at or over the limits in the six states with relatively more partici-
pants. Our survey found: 13 percent reported they would drop out of the Medicare
program if the freeze were enacted; If the freeze were enacted, respondents would
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reduce Medicare admissions by 21.8 percent, which would, in large part, account for
a 21.5 percent reduction in the number of days all homes would submit for coverage;
87.5 percent of the respondents with ten or more Medicare patients were at or over
the cost limits.

The survey also asked what the provider reaction would be if both the waiver of
liability were eliminated and the freeze was enacted. Our survey found that if this
were to occur: 20.5 percent reported they would drop out of the Medicare program;
Respondents would reduce their Medicare admissions by 36.5 percent.

CASE STUDIES

By severely restricting SNF Medicare coverage and using administrative devices
to curtail lames' waiver of liability, current HCFA policy has forced providers to be
extremely conservative in the types of claims they will submit for coverage. The fol-
lowing are four actual cases in which the home did not submit the claim for fear of
being held financially liable upon the intermediaries' determination of non-cover-
age. In each instance, the fear was well-founded, as the claims were found not cov-
ered upon reconsideration by the intermediary. Because the patients below were for-
tunate enough to be represented by legal counsel, all the decisions to deny were sub-
sequently reversed by an Administrative Law Judge (ALI). Currently, less than 1%
of all SNF Medicare claims in the U.S. are submitted for reconsideration, a fewer
receive ALA review.

Patient had severe peripheral vascular disease, gangrene of the left great toe re-
quiring below the knee amputation of her left lower extremity, early necrosis of
right toes, diabetes, severe hypertension, cholelithiasis, urinary infection. Aseptic
techniques and prescription medications applied to worsening, gangrenous right
foot. Amputation stump site care rendered. Observation and management on a daily
basis. Despite treatment, Claimant discharged to hospital for amputation of right
foot. Coverage denied by intermediary upon reconsideration. Reversed, with full cov-
erage granted by ALJ (61 days).

Patient had peripheral vascular disease, burns of the feet requiring grafting on
both feet, cellulitis of the feet, diabetes mellitus, peripheral neuropathy, atropin, of
tha legs, mylochronic organic brain syndrome, probable cerebral thrombosis, atonic
bladder, urinary tract infection, injury of feet and new skin grafts. Skilled rehabili-
tation services, ongoing professional assessment of rehabilitation needs and poten-
tial rendered along with complex physical therapy regimen, Coverage denied by in-
termediary upon reconsideration. Reversed, with full coverage granted by ALA (100
days).

Patient had arteriosclerotic heart disease, acute bronchitis, diabetes mellitus, bi-
lateral glaucoma, status post bilateral below knee amputations due to chronic occlu-
sive peripheral vascular disease. Received daily insulin injections, oxygen for short-
ness of breath, intake and output records, medication for depression. Observation
and management of frequently changing medical condition. Nausea and vomiting
requiring observation and management. Daily skilled nursing care rendered. Cover-
age denied by intermediary upon reconsideration. Reversed, with full coverage
granted by ALA (100 days).

Patient admitted after hospital surgery on fractured left hip, had arteriosclerotic
cardial disease, trouble urinating and required catherization. Was blind with very
poor hearing, and prone to confusion. Treatment program included gate training, a
bland diet, bladder training, complex skilled nursing supervision 7 days a week, and
skilled physical therapy 5 days a week. Patient's medical record noted that rendi-
tion was unstable so that a registered nurse had to evaluate the need for medication
and treatment on a daily basis, and that there was a "high probability that compli-
cations would arise in caring for the patient without skilled nursing supervision of
the treatment program on a daily basis." The Medicare intermediary denied SNF
coverage and was affirmed upon reconsideration. An ALI hearing concluded that
the patient did not require skilled nursing care. The ALJ's decision became the final
decision of the Secretary when the Appeals Council denied review. The U.S. District
Court for the Western District of New York reversed the Secretary's decision to
deny coverage and remanded the case for computation of benefits.

For futhrer information contact: Howard Bedlin (AAHA) 296-5960, Donna Bar-
nako (AHCA) 833-2050.
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MEDICARE PAYMENT PLAN IS BLAMED FOR HASTY RELEASE or AGED PATIENTS

BY JENNIFER BINOHAM HULL)

In Michigan, the family of an ailing, 87-year-old woman is told she must be dis-
charged from the hospital because her Medicare payments have run out. In Oklaho-
ma and elderly man is released from a hospital even though his physician believes
he needs more care. And in Maine a 73-year-old man is sent home despite pleas
from his family that he stay in the hospital.

Each case reflects a growing criticism of Medicare's new method for reimbursing
hospitals: the use of diagnostic-related groups, or DRGs. The system, begun in late
1983, sets a fee for 468 DRGs or health problem, thus encouraging hospitals to
treat patients quickly. If the patient's treatment costa less than the rate set for his
particular ailment, the hospital pockets the savings; if the patient's treatment costs
more than the set rate, the hospital picks up the difference.

In the fiscal year ended last Sept. 30, the average hospital stay for a Medicare
patient dropped to 7.5 days from 9.5 days in fiscal 1983. Supporters of DEG-based
payments say shorter stays cut costs and help patients avoid hospital risks like in-
fections. Quality of care, they add, hasn't suffered under the new system.

But some government officials and doctors say the system is prompting hospitals
to discharge patients prematurely or to tell them, erroneously, that they must leave
the hospital because their federal payments have run out. Additionally, critics say,
quick discharges leave the elderly with another problem: finding health care outside
the hospital. Nursing homes are full, and home-health services are often inadequate.

NOCARE ZONE

Patients "are being sent to a no-care zone," says Sen. John Heinz (R., Pa.), chair-
man of the Senate Special Committee on Aging.

Finding fault is difficult. Doctors say hospital administrators are pressing them to
release patients early. Hospital administrators say only doctors can decide when to
discharge patients. And both groups say the federal bureaucracy has created a
system that is, at times, unnec e8saril d.

Meanwhile, say critics of the payment program, patients are mistreated aud en-
dangered, and their families are confused. Last July, for example, Gladys Roteman,

i87 years old, was admitted to Lapeer County General Hospital in Michigan. Mrs.
Roteman was diagnosed as having congestive heart failure, which calls for about
seven days of Medicare payments. But complications kept the women in the hospital
for almost a month, and the hospital had to absorb the extra cost.

At the and of that month, according to Mrs. Roteman's family, a hospital social
worker, Jackie Zdenek, told them that Mrs. Roteman would have to be discharged
because the payments for her ailment had run out.

After making 65 calls to local nursing homes, the hospital finally transferred Mrs.
Roteman to the only facility that would accept her-200 miles away. Relatives found
it difficult to reach the nursing home and didn't even learn that she had suffered a
stroke soon after arriving until several days after it had happened.

"None of us were by her side when she died" in the nursing home in November,
says Dawn Lietke, Mrs. Roteman's granddaughter. "I think the whole system is
pretty crummy "

A hospital spokesman says that patients aren't discharged because their Medicare
payments expire and adds that Ms. Zdenek is confused about how the system works.
But Ms. Zdenek says: "That is the normal way we do it."

Mm. Roteman's physician, Jeffrey Harris, says that although his patient had nu-
merous problems, there was nothing more the hospital could do for her. While ac-
knowledging that the nursing home was impractical, he says that the scarcity of
nursing-home space and the pressure in hospitals to release patients mean the solu-
tion "right now . . . is any place they can get them in, within reason. It's a big
problem."

The establishment in each state of peer review organizations, or PROs, to police
the Medicare program, further complicates the discharge issue. The federally fi-
nanced gimps generally set standards for admitting and releasing patients. They
can also punish doctors and hospitals who fail to comply with those standards by
removing them from the Medicare program. Some doctors are running scared.

In January, Floyd Lane, 82, was admitted to Henryetta Medical Center in Hen-
ryetta, Okla., with a urinary-tract infection, pneumonia and chest pains. After two
weeks, he was sent to a local nursing home but was rushed back to the hospital two
days Later. He died soon after arriving in the emergency room.
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MEETING NEW CRITERIA

"I wish I had kept him in (the hospital longer," says the physician who released
Mr. Lane. The doctor, who asked not to be identified, says Mr. Lane would have
benefited from further hospitalization because of his poor condition and apparent
history of heart problems. But he says the patient was eager to leave and didn't
meet the state PRO's new criteria for continued care. The doctor adds that he
feared being punished by the PRO if he had kept Mr. Lane in the hospital while
those criteria weren't being met.

A spokesman for the Oklahoma PRO Jays the group's standards are only guide-
lines and that a doctor can't be punished for keeping a patient too long. But the
spokesman says PROs can punish doctors and hospitals for admitting patients who
don't meet PRO criteria or for discharging patients too soon.

Indeed, PROs across the country are investigating the practices of hundreds of
doctors who allegedly discharged patients too early or violated other PRO standards,
says Philip Nathanson, director of the Bureau of Health Standards and Quality for
the Health Care Financing Administration, which administers the Medicare pro-
gram.

But staff members at Henryetta Medical Center say PROs aren't clear about what
actions are punishable. And the hospital's administrator, James Clough, questions
whether PROS are really concerned about premature discharges. "The government
has mandated that the physician will be the executioner," he says, "and told him if
you won't use the sword to cut back services from the elderly we will cut of: pay-
ment from 3 ou."

That argument may sound familiar to Carmen Lajoie of Lewiston, Maine. Last
September, her husband Antonio, 73, was almost discharged from the Central Maine
Medical Center in Lewiston after a three-day stay for dehydration. Hospital person-
nel explained that Medicare covered only three days of care for his diagnosis.

UNAELE TO WALK

Family members delayed the move, arguing that Mr. Lajoie, who had been unable
to eat or get out of bed, needed further care. But on the fifth day, Mr. Lajoie "was
told . . . that if he couldn't stand up and be sent home by car, he would have to be
sent home in an ambulancewhich is how he went," says Elaine Francoeur, the
Lajoies' daughter.

Two ambulance attendants were needed to get the 170-pound patient into his bed
at home. Mrs. Lajoie says she had no idea how to care for him. In that first week, to
try to walk, Mr. Lajoie wrapped his arms around his wife's neck and she pulled him
out of bed. During one such effort, both collapsed, and Mr. Lajoie refused to walk
again. He was afraid of hurting his wife, and she refused to see a doctor to check for
possible injuries.

"She was afraid there would be no one to take care of my father," says Mrs. Fre-
coeur. At that point, the daughter and her husband took Mr. Lajoie into their home.

Mrs. Lajoie complained to the hospital about her husband's treatment. In Janu-
ary, she received a letter from Frederick Gleason, the doctor who treated him. Re-
ferring to the hospital's inability to arrange further care for Mr. Lajoie, Dr. Gleeson
wrote: "I feel these decisions were predetermined by the medical care system." Both
Dr. Gleeson and hospital administrators decline to discuss the case.

Mr. Lajoie died in March.
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SPECiAL ARTICLE

MEDICARE'S NURSING110ME BENEFIT: VARIATIONS IN INTERPRETATION

I Ictor 1. Sian, MD., jinni tt Feusa, Pti.D , AND WILt.bps SCANLON, PILO.

Abstract The use of sidlled-nursing facilities by Medi-
care beneficiaries as measured in days el care per thou-
sand elderly persons vanes considerably from one state to
anotiihi. To tiTuero.the it ` that this variation re-
flects ddierences in the administrative Interprimnion ol
nies governing coverage: we developed rite hypothetical
cases and presumed them by telephone to dairies review-
ers in fiscal intennezMailes and professional standards re-
view orgsnizations. Cases were designed lo Illumirsaie the
reviewo-s' use of disaetlon. We observed marked dill's-
enzen ..eh in the reviewera'decisionr to cover or not cover
patients and in the reasoning behind their deasions. Three

EDIC.MtE coverage in nursing bullies has been
described as a "broken promise' by I AlCSCr and

his colleagues, who cite examples uf variation and un-
predictability in the administration Of the law.' The
work ur Adler and Brown' support this taxis:fusion.
They reviewed the records rif patients in a Single Fella-
bilieation hospieal and showed 'hat denials of coverage
for rehabilitative hospital pre could nut be correlated
with the palie1m clinical ennslitiuns.

As shown in Table I, the actual use of nursing
homes by patients who are covered by klethearc varies
dramatically limn stale to state, ranging from L. tow if
Se days per 11 iiiii sand elderly persons in klississippi
a high 01 6111 do s ever thousand rItlelly Iter110111 ice
IIaM'a 11, .%Itlessigh many r3C101 s, itechnling the avail-
ability of lords, MC kuuwl, In iulboence the the of
health-care rat thityb.'' Vonialtility in ettortage Iletel

Ia. Mt NON Iawasor. 110/ M 1.. N W . Wobroo.ta, la' NUM Nam
a p. taatorN Naiad be abb...4 to Or I Nn

Sapp.oal It a rata tOPIO1/111 nut Mao oe 116.1* huseoa 014-
asiaiotoova r l S Oar 1,44 laarhat.

iiiA iiAVA Y903 1238

of the 16 reviewers decided ho cover very few cases: al-
most half the reviewers decided to cover most of the
cases, but not the same ones, Monly two cases did the II
'reviewers approach consensus. This variation Is a rellec-
Son 01 the complexity of Medicare's coverage rules and its
decentralized administration. To reduce variation: we rec-
ommend more contraNzud review with oversight by Medi-
cate's central Ace rather lhan by Is 10 regional offices.
This oversight should Include the training ol eiviewers
in a way that focuses on complex. cases to improve the
consislency of judgment. (N Engl J Med. 1112: 3071
653.62.)

t ii i iiations by Medicare's fiscal agents the inter-
mediaries may influence those rates. To explore
this possibility we developed a series of nine hypothet-
ical case histories, which we presented lu a vat iety of
organizations. that have responsibility fur reviewing
the claims submitted fur Medicare payment by skilled-
nursing facilities.

UENSVIT LIMITATIONS AND Tilt REvinW P110e1-1331

The Medicare skilled-nursing benefit is ell by
law to patients who have bein in the hospital for at
least three days and who are admitted within 31) days
of discharge from the hospital to a certified skills:d-
owsing fasility. '[i.e nursing-home admission ttttt se
be lie the etntIlilitat that led to the hospitalirati tttt or
mar 111:11 arose an, illg the huspiializaliiu, t;uvctatie is
littlilt21 1.3 the pilot' tittrittn Which the pat inn is receiv-
ing skilled-mersing or rehabilitation services ort'a daily

EINIIirrinuir.doe1Y MINI be services dear 4:11/1, as
practical matter, It I 410 only in a skillerheurs-

trig knili1V tot an inpathett basis.
%v",), a pawn, retitturt Ihr daily 'Wahl Manta: tor
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litelll ill the condition being treated,
within "reasonable (and general-
ly predictable) period. The guide-
lines specify that a person needing
"maintenance therapy" may re-
ceive only a short period of coverage
to allow skilled personnel to nub-
dish course of treatment..

The administration of Medi-
care's rules fur coverage I. highly
decentralized, involving 80 jade-
pendent offices of Medicare in-
termediaries. Until September 3t,
1981, when federal requirements
dsattged. 50 professional standards
review orgaisizarions (PSR05) also
reviewed nursing-home claims. In-
termediaries and l'SROs are super-
'Axed by lo regional offices of the
Health Care Finaticing Admi .. i . t ra-

1.......o ta.....a.... on... 1,.. ospylphAtal am x.na c.ot. (Mkt.. Sal...0ttx. a lion (IICFA). Interviews with per-
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=lain specific skilled procedures, hIctlicare coverage
:nett procedures are listed in the

regulations and include intravenous or intransuscular
injections, suite: Feedings, and endttoalls,:al aspiration,
and dic insertion ur irrigation of bladder catheters.
The presence or absence of these services in the pa-
dent's care is readily observable and requires no

y judgment oil the part oldie claims s eviewer.
Odic' procedui es and less specific nursing services,

however, are not automatically defined as skilled. For
example, die Ireatineiti of deeubitiss ulcer is a skilled
mid timeline covered ser ice only if the lesion is "ex-
tensive" a coalition 1101 must be precisely docu-
mented (i.e., the depth and circumference of die one
tiluSI be indicated). Medicare's el:shut-processing
guidelines allow coverage for nursing observation only
of patients whose conditions are unstable. Stability
and instability, however, are matters of degree and
interpretation. Acted coverage depends heavily on the
judgment of the intermediaries' reviewers.

Covet age: is also allowed fur supervision by a nurse
ofa patient whose condition is stable, but fur whom 'hi
performance of an aggregate of typically unskilled
services could be medically risky. Coverage is limited
to cases "ill which there is a significantly high prob-
ability, as opposed to a possibility, that complications
would arise" in the absence 'dowsing supervision. In
practice, these tit CinliitenleCi seen. especially difficult
tu define.

Coverage based on a daily need for skilled relothili.
tation therapies rather than skilled nursing is similarly
subject to both restrictions and individual judgment.
Coverage guidelines classify physical therapy as a
skilled And covered service only whets she patient has
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personnel available in each region
for supervision, their experience and training. and the

given tu oversight, of this aspect of itsterntediary
performance all vary.

Written guidance for claims review dues exist in the
form of tegulations and of a discussion in the manual
that the IICFA provides to hstermediarics. More ex-
tensive guidelines were developed by the IICFA in
1979.1980 with the cop d intention of making state
decisions regarding skilled care wider Medicaid more
consistent with decisions made by Medicare. These
guidelines Were widely distributed to states, interitsc-
diaries, and l'SKOs fur comment but were never for-
mally issued.
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Resets
T;bles 2 and 3 describe the cases, the regulatory

las that each ease was designed to MUIR, alC, and the
reviewers' decisions to award or deny coverage. I n four
of the nine cases rehabilitation was the primary skilled
service involved. Skilled nursing was the primary serv-
ice in the other five. (The order alike cases differs front
the order in which they were presented to reviewers.)

The study found that claims reviewers at interme
diaries, l'SliOs, and IICFA's Division of Direct lie
ineborsement made very different coverage decisions
in identical cases. Three of the IS reviewers award-
ed ever:Age for very few cases (three or four). Almost
half the reviewers (eight) awanled coverage for must
(seven ur qglet) of the nine cases presented to them.
Ifel iieweritreiCbosirs ;over or deny similar numbers
of c-ases did nut chose to cover or deny dies:nue cases.
In only two cases did the IS reviewers approach con.
sepsus in their decisions. in two other cases about half
the reviewers approved;"the remainder denied. In the
remaining five cases only about two chisels of the re-
viewers made the same decision.

The forrvoing description understates the full range
of variation. he I ev iewe rs' decisions. Even when review-
ers agreed on awards or denials, they frequently used
difli:tem meitmales for their decisions. Furthermore,
whether they agreed or disagreed on coverage, I ev
us measured and assessed criteria for coverage sea.

Why, and peactical need fur institutional care, and
restoration puteenial In different ways.

RZI1A1111./TAT112Pl CASLI

Case I was designed to explore whether physical
therapy would be considered a covered, skilled service
when the goal of treatment was to maintain, rather
than to restore, function. The language in the hump
hide, nasal is as follows:
OntetIly smelling. the mpoitive anim 1.1.11.1 is alitintia
function Mt nut involve the sat Mann*. anti saidoisii,41.1 Ore.
lad Oman p.vadwm and nemettoottly Mc lodgment and this of
tgoalthed physical thmaria Mt son taloned he mkey and elketree
mac I lumem, the Inemeledge and lodgment et a .gteN
Int physical thempid way lac msneked w otehtssk ...WC...
prep W.

This case involved a man confined to a wheelchair
who had mulliple sclerosis and was deuce ilted as hay.
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Mg acquired progressive contractures of his hands and
arms during a period of acute illness in which he re-
ceived no physical therapy. A vigorous physicalther-
apy program was then planned to prevent any further
deterioration. All but two reviewers would have cov-
ered this patient; one dadal was based on an assump-
tion dear physical therapy at home could be substitut-
ed; one reviewer apparently believed that no coverage
at all kw skilled should be provided to a patient
when the goal of treatment was Me prevention of dete-
rioration.

!teaser's given for approving coverage included both
the need for a physical therapist's involvement at the
smart of the rehabilitation program and the likelihood
that some restoration of function would be achieved.
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,Allotoska.11 the.ttniel.vets pointed out, quite correctly,
how difficult it was to be certain beline physical tiler-
apy was begun that there would he nu recovel y. This
observation would poubably apply to the therapy of
many patients fur whom the military goal of physical
therapy was the avoidance of Ieleriuration.

Eases'., 9, soil 4 were all designed 10 test interim eta-
times of the requirement that dm patient "needs tar
needed MI a daily basis . . skilled rchabilitatinn
soviets which as a pc:naafi matter cat. only he pru

14 a skillet! nursing on an inpatient
basis." Although this require matt is equally applica-
ble to patients needing skillalmursing services, pre-
liminary interviews had identified pas tiettlar prublents
in applying the rule when a patient needed rehabilita-
tion services but did nut steed skilled-nursing care.

Cases 2 and 3 were designed after several institu-
tions had informed us that coverage fur the rehabilita-
tion of a leg Or hot was ))))) eh more likely than cover-
age for releibilita implying the hands and antis.
both patients needed It:habilitation on a daily basis
and buth might be expelled tit ItAve difficulty in ob-
taining these serviees as au outpatient. Case was
cleat:id/ea as a 1433:111 401114U1CC, already using crutches
and allow solemn m walk with a 10401110SiS; CaStl, as

4_10-yr:.rolol woman with a act etc tacture alter right
41111. Tile 141- year -old was desctiltal as having all old
Itit-sided weakness :toil nailing. a Calle 10 walk. Al-
though it was 15111 explit itly anal ill the delft ileums NI.
elm ease, the lint slh..t the tense wool.' ordinarily be held
ice doe istowdanagal 1411 11.11.1 moold make ambilla-

pat tienlat ly ditlisult. : 11.1 irW1 Y

y physieal therapiNt intacieal anitmental nth
1105 !Milli.

In each case mttrinsic_factors would have an impor-
tant bearing on the practicality of outpatient therapy
as an alternative. For the amputee the fact that site
used crutches did not tell the reviewer how mobile and
independent she actually was. Similarly, the exact ex-
tent of left-sided weakness in the 90-year-old patient
with the fractured ann, as well as dm degree of inca-
pacity resulting from difficulty in using her carte,
would Arca her ability to attend and benefit from an
outpatient c/itae. The availability ofnutpatient or in-
hume services and of transportation, the nature of liv-
ing arrangements, and even the weather and the sea-
son would also have an dikes on the patient's ability 10
use outpatient care, as Congress recognized in its defi-
nition of coverage.' Only two reviewers indicated any
interest in any of these issues; both did so only with
respect to the amputee's skills on criticises.

A bias in &worn( lower-attremity rehabilitation was
observed, with 13 reviewers awarding coverage to the
amputee and only eight awarding coverage so the
W0111all 114111 the frowned ann. &Vali! ICVIC.41.11
explained their decisions in tents of urganicational
rules of thumb that call fur coverage fior all knell,
limb amputees or rule out coverage Gs upper ex-

Case 4 was a W111111111 lacruumvily cadnual to a
wheelchair who had sustained a new strike and was in
need of physical therapy, occupational therapy, and
speeds therapy. She 10.13 ate:mini coverage by almost
all sloe reviewers even though her physical Malty wad
1.111111111.11 tat the I CaUraliM1141.111111/11111111110 W1141.111 oh.

The bias against reltaltiliution la ttmwr estsanny
thus ariwaral 40 have tut impart when the prat Brat
110011 fir inpatient services was sn clear-cut. 'lbw one

440',) te-ia
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reviewer who denied coverage to dr: patient did so on
rem 'pounds: that the woman's us herkhair-bound

base-line state was such that she could MA be consid-
et ell to ltve the necessary testorative potential. This
definition of restorative potential as being associated
with a high level of independent' functioning was not
used by other reviewers.

ildlladdiurstne Cams

Font of the eases having nursing as she primary
skilled service involved were designed to evaluate coy-
craze for the ubacrvation, assessment, or supervision of
unskilled personnel by a nurse, rather than kw the
performance of specific skilled 'procedures. Thi final
case was an uncomplicated one involving a patient
wit& had had cataract surgery.

The manual for intermediaries describes skilled ids-
servatiun as being needed "when the unstabilized con:
dition of the patient requires the skills of a licensed
nurse" to detect problems. The term "unstable" don
not appear in the discussion ofthe assessing, planning,
and supervising uftotal are by skilled nurse, but the
concept urdinical instability is implicit in the directive
sham only dime cases be appruved in which "there is
signifiezu tly high prubability . . . that complications
would arise" without the skilled supervision.

Twu case: Cases 5 and 6 were designed to be
relatively stable, and two when Casa 7 and S
ielitivt4YZATMe. Craig was also described as being
pretermin al and was designed to emplane the effect on
cuverage of the fact that a patient was dying.

Stable Casa*

Case S was described as a 73yeardd matt with
metastatic cancer of the prostate and a oecent sterte
'nuke. which had left I with paralysis of the right
se to and leg amp difficulty he :peaking and swalkiwing.
lie tomded to be coaxed to take sufficient fluids and
needed passive range-of-motion exercises and training
in transkrs. The physician's orders specifically called
fur °him vation both kw butte pain and cur possible
deloydralion.

Thirteen reviewers would cover this patient; live
would net. or those who would cover him, only six
v ould du so exclusively tan the basis of the need for
observation by a skilled nurse. The other seven either
considered or focused exclusively tot the skilled phys-
ical-therapy soviets needed fur training in transfers.
Due reviewer WhU awarded Idiot envcsage stated that
her primary casino for mining su was Ina helkf that the
patient might become a candidate for a nNae vig ttttt us
teltabilitathm ptlyiratu within the subsequent few
weeks. Use reviewer wins denied coverage must focused
on rehabilitation. She believed etivrrage was inappro-
mimic because of the lack of resrwative potential. Time
others who denial awetasge slid sir because 'they
Mutinies them was tot Lill Mettle...I in the liatiettes
rare.

(tau' Ii was described as a amide -onal.t arr" pa-
tient. Ile vets bolt irlden. medial assist ince in all the
antivitie, or daily living. had to be menses firmtrody,

52-706 0 85 5
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and needed passive range-of-motion exercises. Such a
patient criuld be considered to need the skilled supervi-
sion of an aggregate of unskilled services. In this in-
stance the man was described as an 68-year-old who
had suffered a severe stroke four weeks earlier. lie had
atrial fibrillation; his heart rate was now under con-
tent. When he entered a nursing home Ise had awe
bedsores, one of which was healing and two of which
were described only as 'stage two. :

Thirteen reviewers awarded coverage to this pa-
tient, two refused coverage, and three asked for more
information. All three. wanted to know the exact siae,
depth, and state of the skin ulcers, indicating that they
would covet hint only if the ulcers needed daily skilled
care. This means that they would not cover him for the
skilled supervision of an aggregate of unskilled serv-
ices. Of those who did decide to cover the patient,
seven based their determination largely on the skilled-
nursing are needed to treat the skin ulcers; only five
cited the observation or supervision of the aggregate
of unskilled services as the primary reason for cov-
erage.

Unstable Patients .

Case 7 was described as a demented patient with
severe obstructive urupathy, renal Name, and a heart
condition. lie had a suprapubic catheter in piece. Ile
was considered by the physician-aothor to be highly
unstable because of hissearkedly abnormal liberatory
values, which indicated renal failure; his severe dietary
restrictions of protein, salt, and potassium; and the
medications aimed at controlling the chemical abnor-
malities secondary to renal failure. In addition, the
musing stall' was requested to observe him closely for
symptums 'drawl failure, such as nausea and vomit-
ing, to weigh him frequently, and to observe him close-
ly for cardiac pain.

'lids case revealed an unanticipated criterion ap-
plied by reviewers in their interpretations: Almost all
viewed the interval between laboratory tests (a month)
as an itnportant indication that she patient's condition
was stable. Reviewers split evenly on this patient, wish

awarding and nine denying coverage. Reasons fix
built decisions varied widely. Of those who decided
to cover, only seven gave the need for observation as
their primary reason. Ttwee cited the combination of
psychiatric, renal, and cardiovascular diseases as indi-
eating the need fug skilled observation and supervi-
sion; four decided that the patient was highly unstable
and thetefore in nerd of observation despite the lung
intervals between lahoratory Infs. Two who awand
ed coverage used a skillalursing procedure the
care of Ilse stimapubic catheter as their minim y
reason.

Reasons for not covering were just as diverse. Five
reviewers cited the intervals between laboratory tests
an evidence that the patient was stable aim! did INN
owed observation; one stopplenwmcd this replan:Mn
by totting that ww wand was kept ofitttakr mot
Another reviewer gave no specific reasons. Tun ex-
pressed discomfit(' shout covering psychiatric pa-

1 2 9



tW '

126

TIIE NEW ENGLANDJUURNAL Ut smuts:Int sap. +v, .aoloa

tient ulsatecer his tither medical conditions, and an-
other oaksl flatly that she preferred to 'avoid renal
failure" because good hospital and outpatient services
were available for such patients.

Case V, also unstable, was designed to examine
whether the patient's set missal would influence
leverage decisions. The patient was described as a 90-
year -old woman suffering from Metastatic carcinoma
lithe bladder with associated progressive pelvic pain
sad rapidly progressive renal failure secondary to ob-
struction and Infection. She also had angina and goat
and was a; least mildly confined. Her pain medication
consisted of two Tylenol tablets, with codeine every
fous boon and kgections of codeine for pain as needed.
She was described as entering a skilled-nursing facility

st fcr a urinary-tract infection.
we "alert and ambulatory" after 10-slay hospital

wave reviewers chose to cover this patient; six did
not. Of thine who would cover, spa cited the need for
skilled observation and assessment, whereas the other
six focused on the regular adminhtration of an intra-
muscular pain medication. The patient's terminal
state appeared to Influence the decisions in favor of
coverage; several reviewers noted that coverage was
needed because the patient could be expected to need
more pain medication lathe future. Three uf those who
did not award her coverage noted that any increate in
the frequency of injections would lead them to extend
coverage. Only one reviewer observed that the pain
isiedicatiffinfairlescillan ideal; she denied coverage
because she believed it possible to substitute an oral
medication. One other reviewer dealt with the admin-
istration of pain medication in the opposite fashion
by coveting the patient so long as she was receiving
narcotics; regardless of the route.

The final case. Case 9, was designed to the
policy regarditg; the coverage of patients recovering
from surgery fur cataracts. 'Ilk guidelines are write
ansbiguous on this point. Convalescence final cataract
surgery, according to the guidelines, "usually does not
require skilled nursing." In the next paragraph, how-
ever, the second day after cataract target-y..6 described
as "the immediate unstabilized postoperative period
during which the possibility u1-24144ne ieaction to an-
esthesia and other aspects of the operative procedure
necessitates dote skilkd monitoring." Our patient was
described only as having met his three-day qualifying
stay in the hospital and having been transferred to a
skilled-nursing facility on the second postoperative
day. Time cataract surgery was unilateral, and the only
medication was some eyedreirs.

Seven reviewers extended coverage to this patient;
I I did not. Those who denied coverage cuissideed him
to need lie skilled services; those who awarded it had a
general policy of covering a specified number of lays
fur cataract patients. This number also varied: Four
would cover only through the fifth postoperative day,
which would mean four days of coverage; two would
cover through the sixth postoperative day, which

would mutest. five days of coverage.

or FINDINGS
I

This study cannot be taken as evidence that review-
ers from different intermediaries will disagree on every
patient. Patients receiving clearly defined skilled pro-
cedures Were not Included among the hypothetical
cases. Pie study presents ample evidence, however,_
that reviewers will disagree on coverage that is contin-
gent on the Interpretation ofa patient's condition. As
result Medicare coverage for skilled-nursing care is not

dear-cut, predictable benefit from either the 'physi-
cian's or the beneficiary's point of view' Instead, It is
highly unpredictable and dependant en criteria that

'are often implicit, unwritten, and not available for
perusal or comment. Differences in criteria and the
application of rules of thumb must inevitably kad to
disagreement not only on covens.: but on the reason-
ing behind the award or denial.

nottanittalian Services: A prat:Veal meow

When a patient was described as needing multiple
rehabilitative services and was also confined to a
wheelchair, reviewers agreed that "as a practical mat-
ter" the services should be delivered in an institutional
setting. When two other patients were described as
needing rehabilitation but walking with some difficul-
ty there was much less agreement. Faced with a COM.
pies situation, reviewers appeared to retreat to the
application of relatively simple rules. Several died
iuch organizational msficiet as one granting coverage
for inpatient rehabilitation for all patients with recent
lower-extremity amputations. No reviewer made a se-
rious attempt to evaluate the factors that would ac-
tually affect a patient's ability to receive outpatient or
inhome services, such as the availability or transmit-
tation or how much actual difficulty the patient had
with ambulation. In addition, when two patients were
relatively similar in their degree of incapacity there
was a bias in favor of covering the one needing reha-
bilitation fur a lower extremity.

nastoraiks Pastelist

In general, reviewers tended to reservejudgmeot on
the question of whether patient had potential for
restoration. Despite being told that the primary goal of
therapy in Case I was "to prevent deterioration,"
many reviewers noted that some recovery might be
possible and that any condusion regarding restoration
should not be drawn until after the rehabilitation pro-
gram was instituted. in only one instance did the re-
viewer's independent assessment of restorative poten-
tial work against, rather than Far, the patient; this was
the single reviewer who refused coverage to Case 4 on
the grounds that the patient's base-line, wheelchair.
bound status was sufficiently poor dust restoration was
not an apprupriate goal.

SkM1841ftreIng: 011444444100, aseelmnenk awl Me
aupoevIsIss Nan sursuate .1 unskilled sannews

Reviewers were clearly uncomfortable dealing with
coverage that was dependent on relatively vague con-

.
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cepa', A common response to the patients requiring
complex nursing are was to explure in wine detail the
need for skilled procedures on an everyday basis; these
included the intramuseulau medication in Case S, the

Mchanges for the decubitus ulcers jet Case s,
shod the are or a suprapubie catheter inn Case 7. These
procedures were cited by many reviewers as the reason
for extending coverage even when the service was not
required on a daily basis. In Case 5, a number of
reviewers deduced an element of skill in the rehabilita-
tive care or the patient and used this as the reason for
approving coverage.

Inetabley

An individual patient's stability or lack of it is an
implirtatit factor in determining the need for skilled-
nursing services. The difficulties inherent in defining
instability led the reviewers to use relatively simple.
rules as the basis fix their determinations. The length
of the intervals between laboratory tests was frequent-
ly used as an indicator of instability; one reviewer was
guided by the absence of a record ofintuke and output.
Others relied on the number of medications given or
indicated that they would look for frequent changes in
medications. Relatively few depended on the degree of
abnormality in laboratory test results as an important
indicator.

Documentation

Many reviewers noted that documentation can
make a great deal of difference in the decision to cover
or not cover a patient. All imermediariu request
copies (tithe actual patient stands when they think it
is necessary. In eases involving rehabilitation services,
reviewers indicated that they would look at the phys-
ical therapist's notes with special attention to whether
the service was perfurnsed on a daily basis, whether the
physical therapist was actually involved, and whether
the patient was making progress. In the case of ob-
servation, assessment, end supervision by a skilled
nurse, documentation' was thought to be very im-
portant, but exactly what reviewers would look fix
varied considerably. Otte reviewer favored concrete
evidence of observation, such as frequent recordings of
blood pressure, pulse, and respiration; another would
look at the nursidg-care plant. searching fur frequent
change; still another would look in the nursing notes
for specific evidence that the patient was being
watched closely.

DISCIL.1111:10.1

In addition to the overall problem of inconsistency
in administering what was intended to be a uniform
bettuftl, these cases raise several issues of importance
tn beneficiaries, physicians, and nursing homes These
issues may be summarized as follows: The duration of
coverage is Mien nu prnfict a Mr; styles fpract ire a Ifeet
coverage; 1111011111aiily tale may &chse coverage;
and on.totoss.uy docanwmathat brads 01 101.0. env.
Myr.

NI

Unreal:0am
Physklans and nursing homes cannot predict ow

patient's condition will change after admission no a
nursing home. How long a patient will remain unsta-
ble or progress toward fulfilling his or her restoration
potential will vary from patient to patient. Since Medi-
care coverage for nursing hoMei depends on changes
in the patient's condition and its duration is not deter-
mined in advance, no one knows on admission bow
long benefits will continue.

Although.Medicare's hospital benefits also depend
on the patient's condition; Medicare typically coven
the full length of a physician- prescribed hospital may.
I n contrast. Medicare's nursinglsome benefits typical-
ly coveronly the Medicare-defined skilled-care portion
of a stay. Physicians frequently prescribe nursing-
home are of some type for some time after Medicare
coverage terminates. At some unpredictable and fre-
quently unanticipated point in a nursing-hoMe stay,
patients and their families find that they, and not
Medicare, are liable for nursing-home bills.

The Influence of Styles if Pimlico

The addition of skilled-nursing procedures to the
tare of nursing-home patient will markedly increase
the likelihood that coverage will be granted. A pattern
of practice that favors the use of such procedures, such
as the administration of heparin rather than warfarin
(Coumadin) will therefor. lead to increased coverage.
Similarly, the use of bandage wrappings on a stunsp
after amputation will lead to coverage; the substitution
of ready-made elastic stockings may cause coverage to
be discontinued. None of these decisions directly alters
the patient's status but they do affect coverage. Cover-
age dependent on practice patterns increases into
tency in decisions about patients who have the same
degree of disability and the same underlying need fur
institutional care.

Inott-ousiny Cars May imams. CeverafS

Definitioni of skilled are that are oriented toward
technical procedures have the effect, in certain cases,
of reducing coverage for the patient who receives the
highest-quality care. Careful control of pain through
oral medication would have led ICI a marked decrease
in the number of reviewers willing to cover she prefer-
minal patient described in Case II; frequent injections
of codeine, on the other hand, would have allowed her
to be covered. S' 'lady, the patient in Case S would
nut have been covered by several reviewers so lung as
painstaking efforts to feed him motioned; a natugas-
tu it: tube would have guaranteed coverage.

Unmeassery Documentation Leeds le Mere Coverage

Many reviewers examine very specific elements in
the records in order to decide about coverage. As a
result an institution may find itself in the position of
producing patient records that have 110 purpose miser
than in guarantee coverage. One reviewer, kw exam-
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plc, 1:noi vol leepiont intake and output teetnds its evi
(I.:Ses of ii,,tability despite the fact that many ploysi
dans resa id these reculds as highly inaccurate and
therefore toeless in most ambulatury patients. The re-
sult of such an emphasis on documentation is marked
increase is the amount of time and effort that an insti-
tution must spend in preparing material to submit for
billing purposes and shift in focus away front record
keeping as a means of communication among those
directly responsible for patknt care.

Fraser arnovasoirtnrs
Working within existing law, the IICFA should de-

velop an approach to the management of nursing-
l me benefits that would lead Ina much higher degree

consistency in revkwers' decisions about coverage.
se handling of deism for skillecnursing facilities

could easily be restricted to relatively small number
of intermediaries. The supervision of claims decisions
and all policy guidance in these decisions could be
handled in the HCFA's central office rather than in the
10 regions, thus eliminating conflicting instructions
about what is in fact national policy. A sophisticated
approach to the training process, with heavy emphasis
on the use ofactual cases and continual comparisons of
the decisions made by reviewers in various interme-
diaries, should enable the stank orthe intermediaries to
define areas ofdisagreement. Policy guidatke and

iiikingVir &in 1,elocused on those specific areas.
Written guidelines, the traditional mainstay of fed-

eral policy, are one important aspect of such a process.
They should be as specific as possible, making a mooch
richer use of illustrative cases than do the current
instructions. Loeser and his colleagues have favored
the expansion of reguLtions in an effort to ensure both
consistent enforcement of the benefit provisions and
public participation in she creation of the guidelines
themselves.' Formal regulations alone, however, are
unlikely to ensure the necessary fine tuning of a system
so intimately connected to the complexities of clinical
practice. 1Vritten materials should onmetheless be

made public so that physicians and patients can better
modentand in advance whether or not payment can be
expected for a particular nursing-home stay. Oppugn,-
Wan for public comment on guidelines should st.o be
provided.

Unpredictability in decisions about coverage couhl
be reduced if Medicare intermediaries made firm pro-
spective determinations of coverage. Intermediaries
could formally approve coverage kr specified periods
of time on or shortly after ...patient's admission, Pa-
tients' cases could be reviewed again when initial coy.
erage periods expired. This approach =add be similar
to the 'presumptive coverage for specific diagnoses
that Congress authorised in 1972 legislation but that
Medicare never requital of intermediaries. .

Further improvemeni is consistency and predict-
ability, as well as the correction of other problems
identified by this study, would require changes in
Medicare's underlying legislation. Major changes in
coverage could, however, involve a marked increase in
the cost ef claims fur okilkdnursing facilities. An anal-
ysis of the potential costs and benefits of sue,h change
is beyond the scope of this paper. Since any immediate
legislative change is highly unlikely in an era of intense
concern over Medicare costs, administrative action is
critical to reducing the high degree of variability in
coverage that has been documented in this study.
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The CHAIRMAN. Thank you.
Dr. Knoebel.

STATEMENT OF DR. SUZANNE KNOEBEL

Dr. KNOEBEL. Mr. Chairman, committee members, my name is
Suzanne Knoebel. I am the Krannert Professor of Medicine and As-
sociate Director of the Krannert Institute of Cardiology at Indiana
University School of Medicine. I am here, however, as a concerned
physician, one who finds it difficult to practice quality care today,
and I am not unique.

The citizens in the Medicare age group are of particular concern
because they are the most vulnerable to potential inequities which
may be introduced by medical reimbursement systems which have
not yet achieved a balance between cost, quality and access to rele-
vant care, which is true at the present time in the United States.

Let me begin by saying I strongly support health care cost con-
tainment as a necessary economic and political goal, one which has
become and will become increasingly important as our population
ages. I believe we can have economical and efficient medical care
while also maintaining our traditional concerns for quality. In-
creasingly, however, it is becoming a fact of life that the treatment
provided patients is shaped by the amount of reimbursement avail-
able, medical standards of care are being replaced by price stand-
ards.

And under price standards, the incentives are to limit the
amount spent per patient, per patient encounter. The goal is short-
term cost savings, regardless of the long-term impact.

Much of what you have heard about today, discharging patients
early, moving them to nursing homes when that could be prevent-
ed are the result of price standards.

And while the level of care provided under price standards may
be adequate for the young, the relatively less sick and those with
pure or simple diseases, it is increasingly unlikely to be sufficient
for the elderly or chronically-ill and those with more severe or
complicated disease processes.

Diagnostic and management decisions in the young, and other
persons with acute and self-limiting diseases uncomplicated by
other health problems, are often well-circumscribed and the reim-
bursement required for adequate care can be predicted.

What will be required to provide adequate care for the elderly
patient, or the one with chronic disease, however, cannot be pre-
cisely predicted. Their primary problem may be complicated by
many associated diseases.

The factors which need to be considered in order to outline a
management plan with the greatest likelihood for an optimal out-
come for the elderly, requires that their management be custom-
ized.

The costs cannot be averaged or predicted. While, at the present
time, there is flexibility within the DRG system of a degree suffi-
cient in some cases, to cover the extra diagnostic or therapeutic
costs for those who need it, the trend toward even more stringent
reimbursement levels is clear and the tighter the reimbursement
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rate, the less the flexibility available to allow deviation from aver-
ages, and the greater the threat to the elderly patients.

Another problem which relates to the preservation of progress in
health care is that reimbursement rates under prospective pay-
ment or capped systems are inherently outdated the minute they
are made, being based on treatment patterns in effect when the
rates were created.

They do not and they cannot provide for new technologies which
may improve diagnosis or treatment, but also cost more. This cre-
ates a disincentive to diagnose or treat patients in new ways. This
has stifling implications on medical progress.

Based on these previously expressed premises that optimal or
even adequate care for the elderly may not be achieved with the
resources being allowed under cost averaging, it behooves us to
look for alternative methods whereby cost to patient outcome can
be assessed.

Clearly, a systems approach is necessary. We need to look for
specific alternatives for diagnosis and treatment for broad catego-
ries of disease. We need to assess the potential impact of a wide
range of variables, such as patient age and severity of disease, the
accuracy of the tests, the predicted effect of the therapies, predict-
ed responses to stepwise care in nursing homes, and relate these to
projected costs.

I believe that formalized decision analysis may provide a method-
ology for such outcome to cost considerations. Decision analysis
begins by defining the problem, assigning probabilities to the po-
tential outcomes if specific pathways are taken, and through
simple arithmetic, delineates the decisions with the highest proba-
bility of achieving a desired outcome, and at the same time, relates
that outcome to the cumulative costs incurred.

I have given you a model in the table which you have been pro-
vided. I won't go over it in detail, except to say that what it shows
is that in the interest of short-term cost savings, treatment pat-
terns with high probability of having a long-term beneficial effect
for the patients are often overlooked and cannot be rationalized
under the DRG prepayment system.

The one primarily that is used here is an example from cardiolo-
gy of the use angioplasty in the acute phases of myocardial infarc-
tion, and does relate to an in-hospital situation.

I think you can see that if the mortality were reduced from the
20 percent 1-year mortality for the elderly with a heart attack,
down to the potential of 9 percent, we could prevent the necessity
of a nursing home for many patients who are there for heart fail-
ure and for the complications following their myocardial infarction.

At the present time, with the ratcheting down which is occurring
in DRG reimbursement rates, we are not going to be able to pro-
vide those therapies, I am afraid. This will create a long-term prob-
lem for the elderly.

You can see that the last expensive way to proceed for the short
term, in terms of cost per patient, is medical therapy. However,
this may not be the best way to proceed in the long run.

This example was used to portray the principle that reimburse-
ment decisions should not be made strictly on the basis of short-
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term accounting. Medical decisions must be based on resource to
outcome considerations.

As cost containment forces choices between cost and outcome, it
is only fair that the process be explicit. This, of course, includes
considerations for the effects on long-term care.

I would like to conclude by highlighting a few policy implica-
tions. First, I realize that the DRG system, as well as other private-
sector prepaid plans, will be a fact of life for some time to come.

At the same time, I think the decision analysis approach points
up the certain real limitations inherent in such systems. We need
more flexibility built into our medical reimbursement system.

We cannot practice medicine in the interests of all patients
through adherence to a rigid recipe book approach. Above all, phy-
sicians need to be able to utilize new medical and/or financial in-
formation without first entering a drawn-out reimbursement ap-
peals process.

We need a more flexible process that makes adequate treatment
for older and chronically ill patients possible. And we need quality
control, which we do not have in the home health care situation.

How do we achieve that kind of flexibility? While a severity of
illness index or an adequate outlier determination process would
help, particularly one based on probability analyses of the type you
have just seen, and will be in the record, we need also to recognize
the needed flexibility is inevitably tied to reimbursement levels
generally.

Ratcheting down the overall reimbursement rates for health care
or a DRG rate freeze will accelerate the conversion of medical prac-
tice from one based on medical norms to one limited to a single,
rigid style of practice, one which is dominated by our price and
does not take account of individual variability.

We should also show great caution in moving toward new pro-
grams utilizing a DRG type of approach. DRG's for physicians, for
example. Too many unanswered questions remain about the
present program.

We should allow the effects of hospital DRG's on patients and
medical progress to become very apparent before proceeding fur-
ther. The alternative is a very real threat to the effectiveness of
our medical system and to patient outcomes.

We need to take steps to promote the utilization and assessment
of new technologies or we will never reach the ultimately most
cost-effective technology and the least costly ones.

Some short-term provision needs to be made relative to new tech-
nologies, so that they can undergo clinical trials and their effect on
patient outcome can be shown.

There is no substitute for an informational approach to cost con-
tainment. Doctors and Government reimbursement officials need
vastly more information about medical costs and the long- and
short-term beneficial and detrimental impact of reimbursement de-
cisions.

We need to know more about what benefits are possible at given
reimbursement rates, and what benefits we have foregone under
reimbursement rates.

We need to know if the tradeoffs make sense for the patients and
for society, and we need a system flexible enough to enable us to
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act on this information. I know of no other way to assure our elder-
ly of security relative to their health care.

The elderly are terribly afraid. We have heard much about that
this morning. They should not be.

Thank you.
[The prepared statement of Dr. Knoebel follows:]

PREPARED STATEMENT OF SUZANNE KNOEBEL, M.D., PROFE68OR OF MEDICINE,
UNIVERSITY OF INDIANA

My name is Suzanne Knoeh,.,1. I am the Herman C. and Ellnora D. Krannert Pro-
fessor of Medicine and Associate Director of the Krannert Institute of Cardiology at
the Indiana University School of Medicine. I am here as a concerned physician.

I appreciate this opportunity to talk with you today about some of the problems I
see relative to medical cost-containment plans generally and the DRG system specif-
ically. Citizens in the Medicare age group are of particular concern because they are
the most vulnerable to potential inequities which may be introduced by medical re-
imbursement systems which have not achieved a balance between cost, quality, and
access to relevant care as is true at the present time in the United States.

Let me begin by stating that I strongly support health care cost-containment as a
necessary economic and political goal, one which has become increasingly important
in recent years and one which will become even more important as our population
ages. And, I believe we can have economical and efficient medical care while also
maintaining our traditional concerns for quality. However, the present DRG system
and other prepayment and/or capped systems which have arisen as a result of the
impact of the DRG system, create incentives which, if not counterbalanced soon,
could force our health care system in very damaging directions under which our tra-
ditional goals of optimal patient care and medical progress would be difficult to
maintain.

Increasingly, it is becoming a fact of life that the treatment provided patients is
shaped by the amount of reimbursement available. Medical standards of care are
being replaced by price standards. Under price standards, the incentives are to limit
the amount spent per patient per patient encounter. The goal is short term cost say-
in

e the level of care provided under price standards may be adequate for the
young, the relatively less sick, and those with "pure" or "simple" diseases, it is in-
creasingly unlikely to be sufficient for the elderly, the chronically ill, and those
with more severe or complicated disease processes, such as those present in the el-
derly.

Dlagnostic and management decisions in the young and other persons with acute
and self-limiting diseases uncomplicated by other health problems are often well cir-
cumscribed. Adequate care can usually be provided for an "average" price because
the diagnostic and therapeutic requirements can be reasonably precisely predicted.

What will be required to provide adequate care for the elderly patient, or the one
with chronic disease, however, can not be precisely predicted. Their primary prob-
lem may be complicated by one or more associated diseases. The factors which need
to be considered in order to outline a management plan with the greatest likelihood
for an optimal outcome for them requires that their management be customized.
The costs can not be averaged or predicted. Yet hospitals or nursing homes are re-
imbursed on the basis of averages. In the interest of their own survival they cannot
assume that what they lose on one patient can be made up on the next. Their pa-
tient base is not of sufScient magnitude to allow for "averaging" of what might be a
population skewed towkird a higher cost group. The result is that high cost patients
may receive less than adequate care. Furthermore, many diseases of the elderly are
chronic. At times, a higher initial expenditure can prevent or ameliorate future ex-
penditures; but, under DRG rates, the higher initial expenditure would not be cov-
ered.

While at present there is flexibility within the DRG system of a degree sufficient,
in most cases, to cover the extra diagnostic or therapy costa for those who need it,
the trend toward ever more stringent reimbursement levels is clear. And the tighter
the reimbursement rate, the less the flexibility available to allow deviation from
averages and the greater the threat to the elderly patients outcomes.

Another problem, which relates to preeervation of progress in health care, is that
reimbursement rates under prospective payment or capped systems are inherently
anachronistic, being based on treatment patterns in effect when the rates were cre-
ated. They do not, and cannot, provide for new technologies which may improve di-
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agnoses or treatment but also cost more. This creates a disincentive to diagnose or
treat patients in new ways, with stifling implications for medical progress. It would
be a profound setback if cost containment created a status quo approach to medical
care. We may be moving in that direction.

While the PROPAC process can adjust rates for new technologies, this process is a
remedial one, the inevitable slowness of which is certain to limit its impact.

I am confident that the public neither wants nor has mandated us to take unac-
ceptable risks relative to patient outcomes, or to sacrifice medical program. Clearly,
the public still wants improvements in our health care system but, also wants
health care delivered more efficiently. These are the goals we must meet.

Based on the previously expressed premise that optimal or even adequate care
may not be achieved for many aging or chronically ill patients with the resources
allowed under cost-averaging, it behooves us to look for methods whereby costs to
patient outcome can be assessed.

We need to know for a given disease condition, complicated or uncomplicated,
what kinds of diagnostic tests and medical treatment might be required to assure
optimal patient outcome and what this cats. It is equally important to know what
appropriate diagnostic tests or treatments can not be provided under current cost-
containment plans. The public, their representatives, and their physicians need to
know specifically what is being given up individually in the name of the cost-con-
tainment generally.

Clearly, a systems approach is necessary. We need to look at specific alternatives
for diagnosis and treatment for broad categories of disease, assess the potential
impact of a wide range of variables, such as patient age and severity of disease, ac-
curacy of the tests, predicted efficacy of therapy, predicted responses to stepwise
care, and relate these to projected costs.

I believe formalized decision analysis may provide a methodology for such out-
come to cost considerations. Decision analysis begins by defining the problem, as-
signing probabilities to the potential outcomes if specific pathways are taken, and
through simple arithmetic delinates the decision with the highest probability of
achieving a desired outcome and, at the same time, relates the outcome to the cu-mulative costs incurred.

The table provided depicts the utility of formalized clinical decision analysis. The
data used are for the purpose of example only but were taken from the literature so
they have a basis in scientific inquiry.

MANAGEMENT OF THE EARLY ISCHEMIC PERIOD OF MYOCARDIAL INFARCTION

Strategies
Mortality (woad)

Cost pee *set OM per w wad
In hospital One year

Medical therapy 15 20 $1,500 (1)
Streptokinase IV 8 16 3,000 37,500
Streptokinase phis angioplasty 8 11 7,000 61,000
Angioplasty 7 9 6,000 41,000
Corollary bypass surgery 5 6 15,000 96,000

Baseline.

From the table it may be seen that the predicted mortality for an elderly patient
treated medically in the first year following a heart attack may approach 20%. It is
the physician's goal to reduce this risk. It may be possible to do so by opening the
artery which supplies blood to the threatened part of the heart before the heart
muscle dies.

There are several methods which may be used. These are shown on the left of the
Table. The predicted in hospital and one year mortalities for each alternative are
listed in the second and third columns. The next column shows the average cost per
patient and, the final column the coot per life saved.

The obvious and least expensive way to proceed in terms of cost per patient,
would be medical therapy; and, there would be some patients for whom this would
be the management plan of choice. However, for the short term, because ofa signifi -
cant reduction in in-hospital mortality from 15% to 8%, streptokinase would prob-
ably be allowed for the patient early in the course of heart attack. It is unlikely,
however, that angioplasty would be allowed (the cost being twice that of streptokin-
ase) even though the long term benefit is significantly greater than that with strep-
tokinase and at little additional cost per life saved. Furthermore, by not allowing

13?



134

angioplasty, the opportunity to significantly decrease mortality would have been
permanently missed. Coronary bypass surgery also may reduce long term mortality
m this group. In this case, however, the incremental cost per life saved is approxi-
mately $300,000. This would be important information relative to resource alloca-
tions.

We need to recognize that proe_pectiv_epricing creates a disincentive to use the an-
gioplasty or surgical approach. The DRG goal is to cut specific patient casts for the
short term. There is, thus, a strong incentive to use streptokinase as opposed to en-
gioplasty. While the argument for angioplasty or surgery must be their ultimate
long term positive effect on patient outcome, there is no mcentive' within the DRG
system or any system which is simply price driven, to consider this all important
factor. Under price driven systems, short term cost reductions are the goal.

The kind of information such decision analyses provides should be of value both
for physicians and policyznakers. Physicians should find the information of interest
because, although physicians have always made decisions based on risk to benefit
ratios, such analyses make more precise the process of looking at various strategies
and their probable outcomes, and delineate more clearly what the optimal approach
might be. It will, of course, always be necessary for physicians to fit their individual
patient into the scheme, that is, to refine the probabilities based on the special con-
siderations of each patient. Such analyses provide the physicians with a responsible
way to factor costs into the decision process, so that they can make trade-offs be-
tween improved medical benefits and added costs, the kind of trade-off doctors will
increasingly be forced to face.

In addition, the decision analysis concept offers useful information to policymak-
ers and others involved in reimbursement dollars. Such analyses make it clear that
reimbursement decisions should not be strictly accounting matters. Rather, deci-
sions can be based on resource to outcome considerations. Cost-containment forces
these choices and it is only fair that the process is explicit.

So far I've been discissing what decision analysis has to offer relative to medi-
cine. Now let me add two caveats. The specific numbers I have presented here are
based on the best available information. They are subject to changeas the decision
making process itself should change when new information becomes available.

The second point is that the numbers are based on probabilities and do not substi-
tute for specific patient decisions. Nevertheless, such analyses do serve as standards
for broad categories of disease diagnosis and treatment and, therefore, at the policy
level, can serve to guide clgrmulations.

I'd like to conclude by highlighting a few policy implications.
First, I realize that the DEC system as well as other private sector prepayment

plans will be a fact of life for some time to come. At the same time, I think the
decisions analysis approach points up certain real limitations inherent in such sys-
tems. The point is not that DRG rates should be set on the basis of decision analysis.
After all, no single methodology is sophisticated enough to take into account all rel-
e,-nt factors in any decision but particularly in medicine where pain, patient pref-
uren.e, and the value of a human life are but a few. Instead, we need more flexibil-
ity built into our medical reimbursement system. We cannot practice medicine in
the interest of all patients through adherence to a rigid recipe book approach.
Above all, physicians need to be able to utilize new medical and/or economic infor-
mation without first entering a drawn-out reimbursement appeals process. We need
a more flexible process that makes adequate treatment for older and more chron-
ically ill patients possible.

How do we achieve that kind of flexibility? While a severity of illness index or an
adequate outlier determination process would help, particularly one based on proba-
bility analyses of the type you have just seen, we need to also rcognze that the
needed flexibility is inevitably tied to reimbursement levels generally. Ratcheting
down the overall reimbursement rates for health care or a DRG rate freeze will ac-
celerate the conversion of medical practice from one based on medical norms to one
limited to a single rigid style of practice, one which is dominated by price.

We should also show great caution in moving to new programs utilizing a DRG-
type of approach, DRGs for physicians for example. Too many unanswered questions
remain about the present program. We should allow the effects of hospital DRGs on
patients and medical p to become apparent before proceeding further. The
alternative is a very real threat to the effectiveness of our medical system and,
above all, to patient outcomes.

Prospective payment systems of all types are based on retrospective data and,
thus, a barrier is raised to medical progress. Unless they offer short term cost sav-
ings, valuable new techniques and technologies are unlikely to be introduced or al-
lowed to diffuse.
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We need to take steps to promote the utilization and assessment of new technol-
ogies or we will never reach the ultimately most effective and least costly ones.
Some short term provision needs to be made relative to new technologies so they
can undergo clinical trials and, if proven effective, be incorporated into reimburse-
melt rate formulas.

here is no substitute for an informational approach to cost-containment. Doctors
ma government reimbursement officials need vastly more information about medi-
cal costs and the long and short term beneficial and deterimental impacts of reim-
bursement decisions.

We need to know more about what benefits are possible at given reimbursement
rates and what benefits are foregone. We need to know if the tradeoffs make sense
for patients and for society. And we need a system flexible enough to enable us to
act on this information.

The CHAIRMAN. Thank you, Doctor. You are the only physician
on the panel. I would therefore like to start my questioning with
you.

We heard testimony to the effect that pressures have resulted in
the early discharge of patients, with the result that they go home
still ill, and that in many instances, they get no assistance whatso-
ever.

Do you agree that this is happening?
Dr. KNOEBEL. Absolutely. I agree.
The CHAIRMAN. You also told the committee that what we need

is quality control. Would you elaborate on that as to what kind of
quality control we are talking about?

Dr. KNOEBEL. Well, we need quality control of a type that I dem-
onstrated. We need to look at the outcome of our decisions. For
every medical decision, there are several alternatives.

The quality alternative is the one that has the highest probabili-
ty of success, and this needs to be determined by physician groups
and system analysts who can assess these processes in a reasonable
way.

The CHAIRMAN. But qu ality control, Doctor, also involves financ-
ing. And in a situation where the financing is being reduced, how
can then we put in place a system of quality control when we don't
have the financing necessary to bring about an adequate program
of quality control?

Dr. KNOEBEL. I can't prove it, Mr. Roybal, but I will predict that
if some of our practices were now subjected to cost-effective analy-
ses at the type I have shown, that we could show that we are actu-
ally spending more than we need to, and what we would save on
certain cases, in certain categories of disease, could well be applied
to bringing the others up to an adequate level.

The CHAIRMAN. No, I don't doubt that we do need cost contain-
ment, that everything possible must be done to bring that under
control. On the other hand, we have the other extreme, where re-

' ductions are being recommended and being made, such that people
are not getting the care that they need, and a great deal of suffer-
ing goes on throughout the country.

In fact, Ms. Ladner testified to that fact when her mother was
finally found to be eligible for Medicare home health services, but
during a particular period there, she was unable to get the care she
needed because of these cutbacks.

Now, as a physician, you said that there were many unanswered
questions. We agree, and that is one of the reasons why we are
holding this hearing. We would like to have some answers.
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What would you recommend, Doctor, if you had that one wish?
What would you do?

Dr. KNOEBEL. I would like to have someone ask a physician
group, in conjunction with a Government group, to sit down and
determine what is absolutely medically necessary for quality care
of patients under X situation and what would constitute outliers
and that would require more than this average care, and I would
predict that if that were done, and it would not be terribly difficult
with the proper constitution of such a group, I would predict that
we would find that we could get the costs reduced even more, while
still maintaining quality.

The CHAIRMAN. Well, Dr. Knoebel, about 3 years ago, this com-
mittee made just that recommendation, that we get together a
cross-section of the medical profession, together with legislators
and so forth, and come up with some recommendations as to what
can be done to contain costs.

That, of course, has not been done, and I don't know whether it
ever will, but that would be a start. We still have the situation
where too many of our elderly are suffering the consequences of
cutbacks, and somewhere down the line, we are going to have to do
something about it.

Now, I have no specific plan as to what can be done, but the
truth of the matter is that there are no recommendations being
made to this committee as to what we can do.

In fact, testimony before this committee said, well, we don't want
to get into the politics of this thing. You have got to get into the
politics of this thing.

Dr. KNOEBEL. Absolutely.
The CHAIRMAN. No matter what we do, we are involved in the

political process. Even the chair that you sit on, this building, and
most anything that is done, took the political process to put it into
effect.

We have to then involve ourselves, not as politicians, but as con-
cerned citizens in the political process, and see to it that these
problems are taken care of. It is going to be most difficult.

I realize I have taken a longer time than I should, so I am going
to start, then, on this other side. I am going to take another 5 min-
utes. I would like, Ms. Ladner, to inquire about your mother. How
is she doing?

Mrs. LADNER. Well, she is much better now. She is home. She
has congested heart failure, but she wants to be home, that is the
main thing.

The CHAIRMAN. In other words, she would rather be home than
be any place else.

Mrs. LADNER, Right.
The CHAIRMAN. And in most instances, I would say that that is

what the patient would want.
Mrs. LADNER. Yes.
The CHantritaN. The big problem is that we do not have, then,

the n essary facilities to make it possible for these people to be
homeinstead of in an institution somewhere.

Mrs. LADNER. Yes.
The CHAIRMAN And that is what we are talking about today, is

it not?
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Mrs. LADNER. That is right.
The CHAIRMAN. All right, thank you.
Nov, Mr. Walker, you told the committee that the system is just

not working. I agree in very general terms. Can you tell the com-
mittee whether or not you have other studies that support your
findings with regard to the study that you made in Virginia? .

Mr, WALKER, Yes. In addition to the State of Virginia, there has
been a study conducted by the Long Term Care Gerontology Center
in Dallas, TX, as well as the Area Agency on Aging in Spokane,
WA, which surveyed community agencies in the eastern half of
that State.

And they support the evidence that we found in our Virginia
study, which is a system which is at the breaking point, and
beyond that, if you take a look at the number of people that are on
waiting lists, who are in desperate need of critical services, the
system just is not working, and I concur with you, there is no way
to avoid talking politics.

And I would go a step further. There is no way to avoid 'talking
about money for programs for health care persons. It is desperately
needed.

And one last point I would like to mention, is that most Con-
gressmen and Congresswomen are very concerned about the
number of meals being served in congregate meal sites and the
type of support services that are available at congregate meal sites,
because in many cases, that is where people, when it comes time
for reelection, they find many older persons who vote, and get an
opportunity to get by and see them.

Well, I think next time the election rolls around, there will be
less sites open, less people at those sites, because we are having to
close down sites to move more and more resources to taking care of
the acute care needs of the people at their homes.

When reelection time comes around, and politicians go around to
these sites and the sites are no longer there or they see a lot less
people, maybe they will start visiting the homebound impaired el-
derly and see how serious these problems are.

The CHAIRMAN. Thank you.
Ms. Brody, I understand that you are a researcher and gerontolo-

gist?
MM. BRODY. Yes, sir.
The CHAIRMAN. You are an expert in the field, and I wish I had

a lot of time to learn something from you. I have, due to the lack of
time, one question.

You said that families are the backbone of long-term care. That
is a statement that we all agree with. How is the Government
threatening the family network and what can we do to provide
more support?

Mrs. BRODY. The threat to the family is that by overburdening
the family, by compelling the family to go beyond the limits of
human endurance, they themselves experience physical symptoms,
stress-related ailments such as ulcers, hypertension and also,
severe mental and emotional symptoms.

That kind of pressure, when it is imposed of the family, ultimate-
ly increases the costs. As far as what the Government can do with
respect to that particular situationthere is virtually nothing

1.41



138

being done in the way of focusing on the family to support the fam-
ily's efforts to go on doing what it wants to do, and what it has
been doing.

I am referring to such services as respite care, temporary care, to
give families relief. There are some demonstration projects. There
are some M( aid waiver projects, but there is no consistent sup-
port for that 1 of service.

I am referring to the services such as day care for the impaired
aged, also to give the caregivers a break.

There are families that go on year after year, in which the care-
giver rarely is able to leave the front door, because they are taking
care of an extraordinarily impaired person with Alzheimer's dis-
ease who needs someone there every moment.

In addition to those relief services for the family, they ;need other
kinds of relief. They need concrete help in performing some of the
care tasks.

For example, an 84-year-old woman finds it very difficult to lift
and turn a bed-fast 86 or 87-year-old husband, so that they need
help from in-home health services to give them that kind of con-
crete help, as well as the opportunity to get a break in that care.

There are no consistent programs that focus on the family's need
rather than focusing with tunnel vision on the need of the older
person for medical services. We really have to broaden our view of
what it takes to support the family in its efforts.

The CHAIRMAN. Thank you, Mrs. Brody.
Mr. Yovanovich, many cost containment actions have been taken

recently, and some are more threatening than others, that is,
threatening to the elderly.

What recommendations do you have, if any, to make to this com-
mittee? As you know, this committee is not a legislative committee,
it is a fact - finding committee. What we do as individuals is to
present legislation, and we have been rather successful in some of
the legislation that we have presented.

We have been somewhat successful in getting some of the
moneys that we need for Alzheimer's disease, for example, and for
other things that are most important.

Do you have any recommendations that you would like to make
to this committee now?

Mr. YOVANOWCH. Mr. Chairman, certainly I think some of the
recommendations that we have made about current regulation
needs to be acted upon at this point. The waiver of liability issue,
the cost cap issue, are things that need to be attended to very
quickly, in order to preserve the home health system.

I think the recommendation that I would like to make is that we
really need to take a look at the long-term care needs of our popu-
lation, and for yearsI have worked in this industry in excess of
20 yearsand we have always attempted to encourage the utiliza-
tion of home health services.

It appears that now that home health services are beginning to
be more utilized and to be more effective in dealing with our elder-
ly, we are running into a lot of constraints that are being placed
before us by the bureaucrats and by the Health Care Financing Ad-
ministration in terms of reimbursement issues that allow for the
viability and continued viability of home health services.
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So I think that there are immediate issues that need to be at-
tended to, and that is certainly to deal with the Health Care Fi-
nancing Administration and their attempts to limit access by re-
stricting reimbursement to home health agencies, and I think the
other issue is to begin to look at the design of the long-term care
system that will provide for our elderly and provide for the coordi-
nation of benefits to our senior citizens.

Thank you.
The CHAIRMAN. Thank you, sir.
Ms. Struve, I would like to, first of all, congratulate you for being

the recipient of the Distinguished Administrator of the Year
Award.

Ms. STRUVE. Thank you.
The CHAIRMAN. It is quite an accomplishment, and this award, I

understand, comes from the American College of Health Adminis-
trators. You are being recognized by your colleagues, and I comple-
ment you for that.

But I would like to ask this question. Providers and fiscal inter-
mediaries tell us that HCFA's performance standards for interme-
diaries are forcing the denial rates up; that is, rates are going up,
despite the fact that 30 percent of appeal claims are eventually re-
versed.

HCFA, of course, denies this. What is your understanding of the
situation?

Ms. STRUVE. My understanding, Mr. Chairman, comes from both
providers and intermediaries. Statements are really based on high-
level executives of the intermediaries. And they claim that HCFA
is providing incentives to deny claims.

Likewise, a Midwest intermediary stated that because of their
previous poor experience, they were having to reduce monthly
their approvals to Medicare beneficiaries.

A provider in that area since May 1984 has had its benefits re-
duced by 75 percent. Likewise, a large group of nursing homes has
seen a reduction of 50 percent in one nursing home, and 28 percent
overall.

We believe that the ratio of 5 to 1 is arbitrary. It is not statisti-
cally based, and that there should not be incentives to deny cover-
age that exists under the law.

The CHAIRMAN. Thank you.
The Chair recognizes Mr. Boehlert.
Mr. BOEHLERT. Thank you, Mr. Chairman.
To set the stage for what I am about to say, let me open by

saying that I plead guilty to the charge usually leveled by those far
to my right on the political spectrum of being a liberal when it
comes to voting for spending for programs to meet the special
needs of the elderly, not just health care, but nutrition and trans-
portation, you name it.

But I am also convinced that money in and of itself is not the
total answer to the problem.

And, Ms. Brody, I was intrigued by your comments that suggest
that 80 to 90 percent of the health and social supportive needs of
the elderly are being met by the families. And that may be true in
the case of those elderly who are having their health and support-
ive services needs addressed.
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But I am concerned about that vast number in our society that
are falling through the cracks. My own personal experience from
being a county executive, where we had a skilled nursing home fa-
cility, was that 90 percent of the patients had relatives within a 25-
mile radius of the facility, never had visits from them.

Too many of our Nation's elderly, I think, are either discarded,
or ignored, and in our mobile society, their families are halfway
across the continent. What do we do to change the attitudes of the
American people?

I am one who believes that we have an obligation to all who pre-
ceded us, but don't we have a serious national attitudinal problem
that you don't find, for example, in the Orient where they not only
love and respect, but care for the elderly?

I am willing to vote for the funds that are needed to do the job
that has to be done, but I think there is an underlying problem in
our society that too many people are just ignoring or turning their
backs on the needs of our elderly.

Could you address that, or could comfort me, tell me I am wrong.
I would like to be wrong.

Mrs. BRODY. I hope very much that I can comfort you. What you
have just repeated is really the common misunderstanding of the
family relationships of older people. It is one body of knowledge
that has had consistent findings in the United States and else-
where; in other words, that families are not abandoning their el-
derly.

Now, certainly, not all family relationships are close and warm.
Some have never been close and warm, and pathology exists in any
phase of the life cycle. I picked up the newspaper yesterday, and
read the story about a young father who had murdered his 6-
month -old child and had sexually abused her before she died, with
the agreement of his wife. That is pathology, and it can occur with
respect to family relationships in old age as well.

As far as the visits to nursing homes are concernedstaff at
nursing homes are often very conscious of the old people who don't
get visits, but the national data, not my data, but national data
sets show that 90 percent of the people in nursing homes do not
have a spouse. Half of them do not have children. The ones who do
have children have fewer children than older people outside.

As a matter of fact, Dr. Beth Soto did an analysis of a national
data set, and found that each additional child one has reduces the
chances of being in an institution in one's old age.

So that the people who are in institutions have fewer social sup-
ports, they have fewer potential visitors. The people who can visit
them are the adult children, are very often very old and impaired
themselves. Studies also show that available family members do
visit regularly and are deeply concerned.

In one study that we did, we found that one of the main reasons
for going into a nursing home was the death or catastrophic illness
in the caregiving generation, not among the old.

Mr. BOEHLERT. If I may, at this point
Mrs. BRODY. Please.
Mr. BOEHLERT. Just let me say, I am really deeply concerned

about this, and I have spent some time on the subject. Just take
my hometown for example. I can name you 48 clubs that are in-
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volved in providing all sorts of activities and recreational chal-
lenges for our young people, all the service clubs, the Police Benev-
olent League, the firefighters, and it is all great and I applaud it.
The young people are our future.

But I am hard-pressed to find in my community or in most com-
munities service clubs and organizations of this type that are ad-
dressing the special needs of the elderly.

Why is the nutrition program so important? It is not just to pro-
vide one good balanced meal a day, it is fellowship, it is people that
care about each other.

So, Mr. Walker, you and your program, I applaud you for what
you are doing, but I think we have a serious problem in our socie-
ty, and I would love for you to provide for the record any informa-
tion that you can provide us that will make me a little more com-
fortable.

But I just see it all the time. We have in our family an 84-year-
old grandmother who lives with us. She is not the beneficiary of
that relationship, we are, and everyone talks about addressing the
needs of the elderly, bringing them out in the community because
it is good for the elderly. It is good for society. It is good for the
community.

I have got four children. Let me tell you. I don't have a pretty
good batting average in terms of enforcing discipline, but grandma
does.

I don't know, does anyone else have that same view that we are
not doing nearly as well as we should be doing in terms of every-
one caring about the elderly and addressing their needs, and not
just every time a problem comes up, say, well the Government
should appropriate more money.

And I am willing to vote for it, my record proves it.
Mrs. BRODY. That is a rather different issue. There are many dif-

ferent groups who address the needs or should address the needs of
the elderly. I was speaking specifically about family responsibility,
which has been firmly established.

Mr. BOEHLERT. Look at the incidence of elderly abuse. They are
on the increase dramatically.

Mrs. BRODY. There again, as I said a few minutes ago, abuse can
occur at any stage of the family life cycle, and being old or being a
middle-aged person is no guarantee that there will be less patholo-
gy than that of a young person. We have to look at that as the ex-
tremes of pathology, but we must also look at the mainstream of
what families are doing.

Certainly, not one older person should be abused, and we must
take steps to prevent that. But we also have to look very carefully
at the data. People are calling elder abuse a whole variety of
things, ranging from direct physical assaults to an old person
saying the family doesn't visit often enough.

That really has to be sorted out carefully, so that we have the
hard data and know specifically what can be done about it without
using the minority of cases in which there is abuse to say that all
families are behr ving that way. They are not behaving that way
any more than all young parents are beating and abusing their
young children.
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The CHAIRMAN. The time of the gentleman has expired. I am
sorry that I am going to have to cut the hearing a little shorter
than anticipated, we have a quorum call and a vote on the floor.

But I would like to take this opportunity to thank the members
of the panel. There may be some questions submitted to you, at
least one question per person submitted to you. We would appreci-
ate it if you would answer that question to the best of your ability,
and submit it to the committee within a period of 3 weeks.

[Written questions were submitted to witnesEes, and the follow-
ing written answers were subsequently received:]

Question submitted to Elaine Brody. With the Federal deficit approaching $200
billion per year, there continues to be pressure to cut spending. On the other side of
the coin, do you personally feel that States and local governments are currently
doing all they can to provide health care services for the elderly?

Answer. Though states and local governments cannot provide health care services
for the elderly without substantial federal assistance, they can do more than they
are doing at present. To use the Commonwealth of Pennsylvania as an example

Reimbursement in Pennsylvania is now $47.01 per day for skilled numing care
and $42.28 for intermediate care (scheduled to go up shortly to $50.14 and $44.11
respectively). Even if the additional $8.00 per day for depreciation and interest is
added, those amounts fall far short of the actual cost of $82 per day to this nonprofit
facility. Yet the Commonwealth chose to use lottery funds to replace General Fund
monies in funding nursing home care rather than to use the lottery funds to im-
prove reimbursement rates. It is obvious that such low rates deny access to nursing
homes to the people who need such care the mostthat is the "heavy care" medic-
aid population, most of whom have Alzheimer's disease or a related disorder.

Not only has the Commonwealth reneged on its responsibility to use General
Funds for medicaid, but it has used the lottery funds to totally replace its past fund-
ing from general revenues for the Department of Aging and all of its programs. In
effect, the Commonwealth used lottery funds designated for the aged as a method of
transferring its commitment to service this group into a refund for corporate and
individual taxpayers.

Pennsylvania is not alone among the states in its failure to care for disadvantaged
older people, although the methods used differ from state to state.

Question submitted to Stephen Yovanovich. Do you envision any greater effort to
discharge patients sooner in light of a possible freeze on Medicare DRG rates?

Answer. Yes. We do envision a greater incentive for hospitals to discharge pa-
tients sooner if there is a freeze on Medicare DRG rates. The reason we see such
accelerated discharge practices as a possibility is evidence that hospitals are dis-
charging patients "quicker and sicker' in order to maximize reimbursement under
the existing DRG system (see GAO) PEMD-85-8; March 1985 survey by House
Aging Committee Task Force on the Rural Elderly; and "Home Care Bears Brunt of
DRG System", Hospitals magazine, page 70, June 16, 1985 issue). If this is the pre-
liminary evidence of the situation under the current system, we would expect that
hospitals: would react even more so if the rates were frozen. Second, a recent survey
by the National Council of Community Hospitals, Oak Brook, IL. (see July 5, 1985,
Modern Healthcare magazine, page 98) indicates community hospitals are seeing
sicker patients in need of more care now compared to three years ago. If hospitals
do not feel the DRG rates are adjusted to deal with the situation, it is reasonable to
assume they will want to alter their admission and discharge policies to decrease
the volume of such patients they handle.

Question submitted to Karen Struve. What is the reason for the fact that 30 per-
cent of SNF patient days are concentrated to just 2 States, New York and Califor-
nia, and 50 percent in 6 States? Aren't the intermediaries in those States function-
ing under the same conditions as other other 44?

Answer. There are good reasons why thirty percent of the SNF Medicare patient
days are in New York and California, while fifty percent are in only six states. Both
New York and California have some form of Medicare maximization program, in
which providers typically must submit all potential claims to their fiscal interme-
diaries (FIB) for coverage determinations. In every state, providers submit "claims
for payment" when they expect to get coverage, with denials being counted against
their waiver of liability. Very few providers, however, choose to submit "no payment
billings" when they do not expect to get the claim covered, unless beneficiaries
insist upon it. Rather, providers usually will just notify beneficiaries of the denial of

146



143

the claim, and submit nothing to the FL In New York state, however, providers
must submit all "no payment billings", resulting in more days being covered.

Fifty percent of all SNF Medicare patient days are in only six states not only be-
cause of Medicare maximization programs, but because of the wide variety in FI
performance throughout the nation on coverage determinations. While each FI is
operating under the same statute, their internal manual guidelines and numerous
unwritten rules are often very different. It is interesting to note the large percent-
age of district court determinations, using statutory criteria, that overturn the cov-
erage decisions made by ALJs and Fis, who use their own rules. Thus, as the article
in the New England Journal of Medicine illustrates, there is no uniformity in FI
coverage decisions.

As our survey indicates, 43 percent of the providers responding stated that their
Fis' dicisions had become more restrictive within the past year. This shows how di-
vergent these practices are, and how decisions are made according to very different
internal criteria. Intermediaries in these six states are generally making more accu-
rate, predictable decisions than those in other states. Greater uniformity is needed
across the country and we should consider requiring providers to submit all vaild
potential claims for coverage, without sacrificing their waiver of liability presump-
tion.

Question submitted to Dr. Suzanne Knoebel. You state in your testimony the
"medical standards of care are being replaced by price-standards." Is this in fact
true? Don't the DRG rates take into account the amount of services that must be
provided to a patient?

In your statement, you say that we need to know for a given disease condition
"what kinds of diagnostic tests and medical tratment might be required" as well as
those which cannot be provided. Are you suggesting that we ought to have a sepa-
rate DRG system for the elderly?

Answer. The statement that medical standards of care are being replaced by price
standards is true. What the statement means is that decisions about how patients
are managed are being based with increasing frequency on cost rather than medical
requirements for optimal patient outcome for both the long and short terms. DRG
rates are based on averages and assumptions about the type of patients who will
require care (the case-mix). However, there is no average patient; and, for any par-
ticular hospital, there is no assurance of the stability of the distribution of patients
between the less ill and the more severely ill. Thus, as these hospitals and other
affected health care providers are "at risk" uncle: prepayment or capped systems,
their operation also must be based on averages. The result is that while they may
have adequate reimbursement to treat patients falling within a substantial portion
of the case-mix, they can not apply any "saved" money to the care of the higher cost
patients because they can be assured that their population for any particular fiscal
year will be that which was used to set the case-mix index. Therefore, to avoid fi-
nancial jeopardy, the patient who may require extra hospital days is discharged
when the DRG reimbursement level is reached (or if the high cost is anticipated, the
patient may not be admitted at all)even though the patient's condition is not opti-
mal and care at other sites may not be possible or adequate. Thus, price standards
modify medical standards of care. The sicker or older the patient is the more inequi-
table the system is. More DRGs are not the answer for these would continue to be
flawed by the "average" and case-mix concepts. Rather, medical necessity consider-
ations need to be incorporated into the pricing structure. Some reliable measure of
severity of illness and/or resource requirements would be of value.

The CHAIRMAN. Thank you very much. The hearing is adjourned.
[Whereupon, at 1:05 p.m., the hearing was adjourned.]
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APPENDIX 1

Edward R. Roybal
Chairrnan, House Select Committee on Aging

H.R. 1970
QUALITY ASSURANCETUMX ACT OF 198VQUARA)

PURPOSE

To improve the health care quality assurance system as it applies to Medicare.
beneficiaries.

SUMMARY

This bill builds upon the current qucklity assurance system. It establishes a national
level council on quality assurance and requires the Department of Health and Human
Services (Oil-IS), and its contract Peer Review Organizations (PRO), to upgrade the
current system as follows:

* Expend at least os much effort and resources for quality assurance as for
cost containment;
Extend' quality assurance activities to include all health care services
covered by Medicare; -* Incorporate local consumer input into oversight of the PROs and into the
evaluation and award of PRO contracts;
Make: available ''hot-lines" for Medicare health care providers and
beneficiaries (or a member of their families) concerned with quality of care
problems;
Involve States in quality assurcnce activities through the consumer review
function; and
Develop improved methodologies for measuring and assuring quality within
and across health care settings. Conduct studies to analyze the impact of
cost containment on health care quality, and to examine the desirability one
feasibility of extending the quality assurance system to include nil patient,
and payers.

PROVISIONS

Increased PRO Emphasis on Quality Assurance
Under existing law and DHHS administration of that law, PROs are concentrating

most of their effort on utilization review for the purpose of containing costs.
This bill requires DI-IHS to award, administer, and evaluate its PRO contracts under

the stipulation that at least one-half of the PRO's level of effort is for the purpose of
quality assurance as of October I, 1986.

BEST COPY AVAILABLE
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MEDICARE QUALITY ASSURANCE REFORM ACT OF. 1985
Edward R. Roybal

Extension of Quality Assurance for All Medicare Covered Services
Under existing law, the PROs do have the authority to conduct quality assurance

for all Medicore covered health care services including hospital services. However,
DFIHS is administering the program in such a way as to limit PRO review to hospital
core.

This bill requires the DHHS and its contract PROs to conduct quality assurance
activities on all Medicare covered health care providers including hospitals, physician
offices, nursing homes, home health agencies, and hospices. The level of PRO effort
expended on each type of provider is in proportion to the Medicare expenditures for this
type of provider. Similarly, membership on PRO boards reflects the range of health care .
providers reviewed by the PRO. DHFG is required to make available to PROs such data
as is necessary to carry out their expanded role. This requirement is to be phased in as
early as is feasible and no later than April I, 1988.

Quality Assurance 4-bt-linen
Under existing law, the Medicore beneficiary hos virtuolly no place to turn when

faced with health care quality problems such as cn early hospital discharge.
This bill requires PROs to have a 24-hour hot-line for receiving questions and

complaints from Medicore providers, beneficiaries and interested parties concerning
health care quality problems. The CAB has access to the information received from the
hot-line as long as it does not identify individuol beneficiories or health core providers.
PROs are required to assist in the resolution of any legitimate quality reloted problems.

DI-IHS, in coordination with eoch PRO, shall provide Madicare beneficiaries with
the hot-line number for their PRO in a way that can be easily attached to their Medicare
cord.

LoscW Constkler Advisory Board
Under existing law, consumer Input into the quality assurance system Is not

encouraged. Some PROs are beginning to experiment with consumer participation
through the PRO's board or through consumer advisory boards.

This bill requires each PRO to have a Consumer Advisory Board (CAB) by October
I, 1986 which conducts ongoing oversight of the PROs, provides input into the award and
evoluation of PRO contracts, and can receive input from Medicare beneficiaries and
other interested parties. The CAB and the PRO are responsible for educoting Medicare
beneficiaries on quality assurance and on the availability of assistance from the PRO and
other agencies. With the exception of the educational function, the CAB is not to be
involved in the day-to-day operations of the PRO. The PRO makes available to the CAB
such information as is necessary to carry out the CAB function. The CAB does not hove
access to the PRO's review information on either individual beneficiaries or individual
health care providers.

The CAB is required to prepare an annual report on the PRO's performance and
submit that report to the respective Governor(s), to the notional Council on Quality
Assurance, and to DHHS. DHHS is required to utilize CAB input in its decisions to award
PRO contracts.

The CAB consists of 5-7 volunteer members °pointed by the respective Governor
of the state covered by the PRO and representing organizations of the elderly and
disabled. As PRO review expands to include other consumer; the number of CAB
members may be increased proportionately as long as Medi Care beneficiaries continue to
represent at least one-third of the members. Limited staff support for the CAB is to be
provided by the PRO as is necessary to carry out the CAB's functions.
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MEDICARE QUALITY ASSURANCE REFORM ACT OF 1985
Edward R. Roybal

National Council an Quality Assurance
Under existing law, oversight is conducted by DHHS, and, to a limited extent, the

Congress.
This bill requires the establishment of a notional Council on duality Assurance

(CQA) by April I, 1986. The Council's function is to provide oversight on the operations
of the quality assurance system and to make recommendations to the DHHS Secretary
ond the Congress for its improvement.. Its oversight function includes the review of the
administration of quality assurance by DH 5, the overall performance of the PROs,
reports of the Consumer Advisory Boards, quality assurance studies and methodologies
developed by DHHS and others, the data needs of the PROs and input from interested
parties. DH H5 is required to provide such information as is needed by CQA to carry out
its responsibilities. Based upon these reviews, the Council. Is to make recommendations
onnually for improving quality assurance to the DI-145 Secretary and to the Congress.
DHHS is required to take into account CQA input in its administration of the PRO
program.

The Director of the Congressional Office of Technology Assessment (OTA) will
provide for the appointment of the nine member Council consisting of equal numbers of
health care providers, representatives of the elderly and disabled, and experts in quality
assurance. As PRO review expands to include other consumers, the number of Council
members may be increased proportionately as long as Medicare beneficiories continue to
represent at least one-fifth of the members. Subject to the review by OTA, the Council
may employ and fix compensation for up to 10 persons as necessary to carry out these
functions.

Studies and Reports
DHHS shot' prerare an annvedneperSwhich.assesses the performonce of the quality """..'

assurance sy;lem anu addresses the recommendations of the CQA cod the concerns and
recommendations of the CABs. DHHS shall submit the annual report to Congress by
October I.

DHHS shall analyze the impact which the Prospective Payment System (PPS) and
limitotions on hospital Diagnostic Related Grouping (DRG) payments have had on health
care quality and submit a report to Congress by July I, 1986.

DH145 shall conduct studies on and develop improved methodologies for quality
ossessment and ossurance for health care services including hospital, physician, nursing
home, home health services, and hospice services. DHHS shall submit an annual report to
Congress by October I on the progress toward developing such methodologies.

DH-6 shall conduct a study of the feasibility of expanding the PRO-based quality
assurance system to all payers, all patients, and all health care providers and submit a
report on the feasibility study to Congress by October i, 1987.

Funding
As compared to current law and adjusted for inflation, the funding level for the

PRO program is increased by 30 percent in 1986 (first year of implementation), by 40
percent in 1987, and by 50 percent in 1,88 and in subsequent years. The funding for the
CQA ond the PROs program will be mode from the Medicare Trust Funds. The relative
proportions funded from the Part A and Part B Trust Funds are in proportion to the total
health care benefit payments respectively of Part A and Part B.
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APPENDIX 2

American Speech-Language-Hearing Association
10801 Rockville Pike 6 Rockville, Mary land 20852 (301) 897-5700 (Voice or 17Y)

July 12, 1985

Edward R. Roybal, Chairman
Select Committee on Aging
United States House of Representatives
712 House Annex One
Washington, D.C. 20510

Dear Congressman Roybal:

The American Speech-Language-Hearing Association welcomes this opportunity
to submit a statement to accompany your hearings on July 9, 1985, regarding the

effects of health care cost containment. For the reasons given below, we
believe that health care cost containment efforts by Medicare fiscal intermedi-
aries and carriers has, in some instances, inappropriately led to the elimina-
tion of vitally necessary rehabilitation services.

The American Speech-Language-Hearing Association is comprised of over
43,000 speech-language pathologists and audiologists. A large number of our

members provide services to Medicare beneficiaries in hospitals, skilled
nursing facilities, home health agencies, rehabilitation agencies, and compre-
hensive outpatient rehabilitation facilities. Most of these beneficiaries are
stroke victims who have lost their ability to speak or to use language
(aphasia) following a stroke or similar cerebral vascular accident. Other
Medicare beneficiaries receive speech-language pathology services following the
removal of their voice box (laryngectomy) or because of problems with their
voice, (e.g., vocal polyps). Coverage for speech-language pathology was

established in 1972 and was amended in 1980.

In recent months, our members have reported increasing inefficiency by
intermediaries and carriers and arbitrary decisions regarding speech-language
pathology services. In their effort to control cost, it appears that fiscal
intermediaries and carriers are engaging in activities which are unsupportable
and which are discouraging providers from participating in the Medicare
program.

Current Problem,

Speech-language pathologists across the country are reporting increased
difficulties with Medicare. This statement relies on frequent communication
with our members and also on a survey conducted of directors of speech and
hearing hospital departments and clinics at a recent meeting in Chicago,
Illinois, That meeting reinforced our perception that the Medicare program is
becoming a much more difficult program to work with than it has been in the
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past several years. :For example, 43% of the respondents to our survey at the
conference reported that Medicare has presented more difficulties in payment
than it has previously. The specific problems included an increase in
denials for service (34%) and au increase in the use of restrictive guidelines
(28%).

The rise in the use of guidelines by Ksdicare intermediaries on a local
level has been increasing dramatically. There sre national speech-language
pathology guidelines developed by HCFA and published in 1980. While these
guidelines require that intermediaries who do wish to establish local guide-
lines should consult with ASHA or with the state speech and hearing associa-
tion, little consultation has actually occurred. The guidelines issued by Blue
Cross-Blue Shield of Utah are one of the most arbitrary and capricious guide-
lines that has come to our attention (attached). By setting exact amounts cf
treatment sessions that can be provided for different diagnoses, it negates
Congress' clear statutory requirement that the physician or speech-language
pathologist establish the plan of treatment providing for the frequency,
intensity and duration of services (P.L. 96-499). Further. re, even though it
is described as a "screen", our members believe, based on conversations with
medical review personnel at the intermediary, that it will operate as a cap.
This 'guideline' was developed over the objection of the Utah Speech, Language
and Hearing Association which pointed to the lack of any research or scientific
basis for the limits established.

Other guidelines or policies have been put into place which are arbitrary
and oftentimes simply ridiculous. For example, Blue Cross-Blue Shield of
Indiana, in its administration of the Medicare program, will not pay for an
evaluation of a patient referred because of a suspected speech-language problem
unless treatment services are provided to that patient. The ability to predict,
that a particular patient will need speech-language pathology services before
doing an evaluation is known only to the officials of Indiana Blue Cross-Blue
Shield not to the professionals who render the services. Blue Cross-Blue
Shield of Indiana also will not disclose who is acting as their consultant
reviewing speech-language pathology claims for reasons of "personal privacy."
This has meant no clear communication between BC/BS and the professional
community on crucial issues of who will receive services. Sometimes claims are
denied for lack of documentation which is in fact present, such ea a referral
from a physician. Sometimes claims denied by one intermediary are paid for by
another when a contractual change shifts intermediaries.

Blue Cross-Blue Shield of Oregon appears to demand that actual improvement
in speech be documented in every visit even when such a demand is clearly un-
reasonable for neurologically impaired patients. When our members raise ques-
tions to the fiscal intermediaries and carriers about these guidelines, they
are told that it will not be worth their while to appeal since the process is
run by the same people who established the guidelines. This obviously reduces
any feeling of legitimacy that the Medicare appeal process under Part B was
designed to provide..
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When members do utilize the appeal process, further problems present
themselves. First, when the carrier or intermediary appoints the hearing
officer, the appearance of a conflict of interest is one that causes a lack of
confidence. Attending one such hearing in Portland, Oregon, it was clear to me
that the hearing officer was a retiree of Blue Cross-Blue Shield and was very
well known to the individuals on the staff who denied the claims. Hearing
officers are reported to us as actively helping to find any item in the
documentation which would support the reasons for the denial as opposed to an
even-handed analysis of both sides of the issue. Our members who have gone
throngh this process do not understand how a hearing officer who depends on the
carrier for work cannot be biased toward the carrier, much more so for a person

.actively employed by the carrier.

Second, more and more it appears intermediaries are delaying responding to
claims filed for four or five months.. Letters appealing denials may go.
unanswered for many more months. Some intermediaries are now employing
"mailbacks" which is simply mailing back the claim without formally denying
it. This is occurring with Blue Cross of California and Blue Cross-Blue Shield
of Indiana.

Third, some intermediaries are giving out wrong information regarding
Medicare policies. For example, members have been told that they cannot
represent the beneficiary in a Part B appeal when the HCFA policy on this
subject is only to Part A appeals. Other members have been misinformed that
they cannot appeal denied claims which were paid under the waiver of liability
when the federal regulations do provide that they can.

Effects on Services to Beneficiaries

The increased use of arbitrary guidelines, inconsistent and arbitrary
denials, excessive paperwork and misinformation exacerbate professionals. Many

of these are frustrated by these problems. A small number of denials which
take a long, time-consuming process to resolve seriously hurts a professional's
financial ability to continue in the Medicare program. For services provided
throngh a skilled nursing facility or a home health agency, the effects are the
same. Even a few claims paid under the waiver of liability create a response
in the mind of the administrator that services should be dropped which threaten
the provider's waiver of liability status. This sequence has in fact resulted
in loss of contracts, loss of jobs and, therefore, loss of services to
beneficiaries.

The Prospective Payment System also presents special problems in the
provision of services to Medicare beneficiaries. In a recent edition of Health
Sag (Vol. 2, No. 5, May 1985, attached), Richard Fusserow, the Inspector
General of the Department of Health and Human Services, is quoted as indicating
that a certain nursing home in Texas, paid prospectively, failed to deliver
services it promised and patients died as a result. He goes on to state that
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this case involved no fraud against the government or false claims. Similar
situations were brought to our attention after the introduction of the
Prospective Payment System for hospitals. Although there may be only one or
two incidents of this type, it is important for the Committee to realize that
the Prospective Payment System does allow for a facility to reduce services on
which its rates are based to the detriment of the Medicare beneficiary. The
beneficiary may then have no opportunity Whatsoever to know that the services
to which he or she is entitled are not being provided nor can the beneficiary
appeal the denial of such services. In addition, under the Medicare
Prospective Payment System for hospital inpatients, Medicare beneficiaries may
not even be able to pay privately for the services that they wish to receive
while in the hospital when the services are promised under Medicare but not
delivered. When decisions are made under Part A, the beneficiary loses their
freedom to choose who shall represent them since HCFA unilaterally decided that
providers cannot represent beneficiaries in Part A cases.

Recommendations

There is no right without a remedy, but for many Medicare beneficiaries,
the right to services for which they have paid under Medicare has no effective
remedy. The system as presently designed, especially under Part B, is almost
totally biased in favor of the fiscal intermediaries and carriers. It appears
that the pressure to control cost has become so powerful that intermediaries
and carriers are resorting to any arbitrary policy in an effort to reduce cost
to the program. The health benefits promised to Medicare beneficiaries are
simply too important to be left to the whims of intermediaries under such
fiscal pressure. Increasingly, speechlanguage pathologists avoid the
extensive and often repetitive paperwork and confusion which accompany
provision of services to Medicare beneficiaries. Our members have the ability
to look to many settings for satisfying professional practice. When difficulty
with Medicare become so great, they will do that. Unfortunately, the true
victim is the Medicare beneficiary who has paid both taxes and a supplemental
premium believing that Medicare will deliver on its commitment to provide
speechlanguage pathology services when the beneficiary needs them. When that
individual suffers a stroke or other incapacitating accident, the services are
likely not to be there for him or her due to the tactics of some fiscal
intermediaries and carriers.

In the past, the lack of judicial review for Medicare decisions under Part
B has been explained on the grounds that such would overburden the courts and
would involve small amounts of money. This is a simplistic view of the prob
lem. It is not the amounts of money involved that are significant; as a matter
of fact, sometimes the amounts of money involved are quite substantial. The
problem is that there are individuals whose medical condition requires the
receipt of services for they have paid taxes or premiums and that those
individuals have no recourse when those services are denied except to the
entity which denied the services the first time.
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We urge that the House Select Committee on Aging move quickly to encourage
congressional enactment of reforms which will provide for a meaningful process
by Which carrier and intermediary decisions under Part A and B can be quickly
resolved in an atmosphere free of the appearance or reality of bias. In this
process, providers need to be able to represent the claims of beneficiaries
when so appointed. Providers in these cases are truly the insurers of the
services to the Medicare beneficiary and they should have a right to appeal an
adverse decision, especially when the beneficiary does not have any health or
financial interest in pursuing the appeal. The federal courts must be opened
to appeals from intermediaries under Part B. So-called 'technical denials'
which interpret terms such as 'skilled level of care' or 'homebound' need an
avenue for resolution. We believe that the legislation introduced by
Representative Ron Wyden, HR 2864, the Fair Medicare Appeals Act of 1985, goes
far in rectifying these problems and should be enacted quickly.

The American Speech-Language-Hearing Association appreciates this
opportunity to be heard on this important matter and urges that the Committee
act quickly to rectify what is an increasingly arbitrary and capricious system.

Enclosures
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Sincerely,

=-

Morgan Downey, Esq.
Director
Governmental Affairs Department
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SPEECH THERAPY SCREENING CRITERIA Section VI!
92507.3

Treatments

Diagnosis Intensity Allowed

Aphasia, Child 3 x week 30

Amyotrophic Lateral Scierosis (ALS) 3 x week 12

Articulation, functional 3 x week 30

Aural Rehabilitation
Children
- Unilateral 3 x week 20

- Bilateral 3 x week 30

Adults
- Unilateral 0

- Bilateral
Less than 60 decibels (db) Refer MR

More than 60 decibels (db) 10

Brain Tumor, postoperative 3 x week 40

Carcinoma
- Larynx, postlaryngectomy 3 x week 40

- Phorynx 3 x week 40

- Tongue 3 x week 40

Cerebral Vascular Accident (CVA), acute 3 x week 40

Cerebral Vascular Hemorrhage, acute 3 x week 40

Cerebral Thrombosis, acute 3 x week 40

Cleft Lip Refer MR

Cleft Palate 3 x week 30

Cerebral Palsy
- Child 3 x week 40

- Adult - 6

Developmental Speech and Language disorders 3 x week 30

Head Injury 3 x week 40

Huntington's Chorea (Medicare only) 3 x week 12

Laryngeal
- Fracture

LH3/nn

3 x week 20
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- Paralysis 3 x week 30

Macrognathism

Mental Retardation (aphasia or dysarthria -
Medicare only)

Micrognathism

Multiple Sclerosis

Paralysis Agitans
(Parkinsonism)

Stuttering, Stammering

Vocal Cord Pathology
- Polyps
- Paralysis

LH3 /nn

1 5 '7

Initial visit for eval-
uation to determine level
of functioning prior to

implementation of a
restoration speech
therapy program.

3 x week 18

3 x week 6

3 x week 30

3 x week 12

3 x week 30
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10T

on Council Serving the Homemoker.HomeHealth Aide Field . .

235 Pock Avenue South Now Yofk, N.Y. 10003 (212) 6744990

July 11, 1985

Honorable Edward Roybal
Chairman, Select Committee on Aging
U.S. House of Representatives
712 House Office Building, Annex I
Washington, DC 20515

Dear Chairman Roybal:

The National HomeCaring Council appreciates your
recent efforts to take the Department of Health and
Human Services to task in their moat recent effort to
put a fUrther squeeze on Medicare beneficiaries and Home
Care agencies.

The recent increase in denial rates by Medicare for
Home Care services 13 unthinkable, especially when the
prospective payment system imposed gives incentive to
hospitals to discharge patients earlier and sicker than
before. More people are in need of Home Care for this
reason alone, and some of these patients need an
advanced degree of care.

We appreciate your efforts and encourage your
further support.

Please make this letter part of your July 9, 1985,
hearing record.

Sincerely,

th6144404-1212e.
"Jeanne Farrell
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Department of Human Resources
SENIOR SERVICES DIVISION
313 PUBLIC SERVICE BUILDING, SALEM, OREGON 97310

July 8, 1985

The Honorable Edward R. Roybal, Chairman
House Select Committee on Aging
House Office Building Annex #1
Room 712
Washington, D.C. 20515

Dear Representative Roybal:

I am transmitting for your committee's attention the results of a
survey which my agency recently conducted of all State Medicaid
Directors and all State Agency on Aging Directors. The survey
pertains to Home and Community Based Care Waivers provided under
the Medicaid Program.

The intent of these waivers was to utilize Medicaid funding for
the provision of hoax and community based services to individuals
(primarily the elderly) whose impairment levels were. such that
they would normally qualify for care in a nursing home. For
years, state administrators of programs for the elderly, as well
as Medicaid Administrators, had complained that the Medicaid
program provided few, if any, incentives to the states to provide
care for individuals in a home-like atmosphere while providing
almost unlimited, incentives to send them to nursing homes where
costs had been rising at rates well above the Consumer Price
Index for several years. These incentives existed in spite of
the fact that considerable data existed indicating that most
persons being sent to nursing homes suffered from functional, not
medical disorders and could be cared for in a nonmedical
environment at a lower cost.

The legislation sponsored by Congressman Waxman, which provided
the states the authority to offer these services (Section 2176 of
the Omnibus Reconcilliation Act of 1981), was hailed by the
states and by organizations representing the elderly and disabled
as a major breakthrough. In authorizing the legislation,
Congress was not attempting to find a way to save money at the
expense of airelderly; however, it did not want more money
expended in the aggregate through the Medicaid Program than would
have been spent had waivers not been granted.

AN EQUAL OPPORTUNITY EMPLOYER
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Oregon was the first state to seek a waiver under this Act and by
nearly any indicator one would care to use, its first three-year
waiver was a success. For instance, we reduced the number of
individual Medicaid funded nursing home recipients from 13,188 to
12,387. Had the growth patterns which preceded the waiver period
continued, we would have served 15,243 individuals in nursing
homes. We accomplished this by diverting from nursing hoer, care
approximately 4,200 individuals and by relocating approximately
3,110 individuals from nursing facility placements to community
settings. Even though it was not the intent of the waivers to
save state and federal money, we were able to accomplish
substantial savings (about $7.5 million) in federal dollars (and
12 million total dollars) during those three years.

We were, therefore, very surprised when, as we sought to renew
our waiver in mid-1984, that the Health Care Financing
Administration and the Office of Management and Budget appeared
to be placing roadblocks in the way of those states, including
ours, which were seeking to renew their waivers.

Our agency spent the next seven months working almost night and
day obtaining a renewal of its original waiver. I will not go
into detail in this letter about the efforts which were expended
to finally obtain approval of its waiver, instead, I have
attached testimony which I submitted to Congressman Waxman's
subcommittee on Health and the Environment on that subject. It
also deals with regulations which HCFA promulgated in final form
on March 13, 1985. Those regulations have taken away many of the
incentives Congress had given the states to provide home and
community based care through Title XIX.

As I mentioned, my main purpose in writing is to convey the
results of our survey which was conducted this spring. As you
can see, the people who are administering home and community
based care waivers are almost totally dissatisfied with the
present situation with respect to the waivers. Ninety three
percent of them said "no" when asked "are you satisfied with the
present situation?" However, the main point of interest for me
in this survey is what my cohorts see as a long-term solution to
this present situation. Most of them, especially state Medicaid
Directors, would like to see the waivers (which must now be
renewed every three years) removed from a waiver status and made
an opitonal service under Medicaid.

Looking down the road even further, a significant number would
like to see Congress address the subject of long-term care
through a separate piece of legislation which would remove home
and community services from Medicaid law entirely and fund them
through a new Title to the Social Security Act. No new funding
should be required to do this for services to the presently
eligible Medicaid population.

160
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Funding could be shifted from Medicaid to a new Title to
accomplish this end. I would hope that your committee might take
a close look at this alternative as direction for the future.

-4pr

Richard C. Ladd
Administrator

RCL:akh
8686L

Enclosures

161
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c1.4A.te 4 0-

SURVEY ON
NOME AND COMMUNITY-BASED WAIVERS

The State of Oregon sent a questionnaire survey to each State Medicaid
Director and to each State Aging Director regarding Home and Community-Based
Waivers. The preliminary results are as follows:

A. General

99 surveys were sent
45 responses were received (45.5%)
34 states responded (68%)
27 Medicaid Directors responded
20 Aging Directors responded
12 states had both Medicaid and Aging Directors respond (two

both Medicaid and Aging responses incorporated into one
jointly).

states had
response

B. Specific

1. To the question "Are you satisfied with present situation?".

2 states said yes (6.2%)
32 states said no (94.1%)

2. States were asked to rank four different options to the present
situation.

4361P/r1

0 tion (a). Rewrite of present waiver legislation (Section 1915(c) of
tu ocial Security Act).

6 respondents ranked this first.
12 respondents ranked this second.
9 respondents ranked this third.
14 respondents ranked this fourth.
4 respondents did not rank this option.

Average rank was 2.76.

Option (b). Add Home and Community-Based Waivers as an optional
service unaer Title XIX:

23 respondents ranked this first.
10 respondents ranked this second.
6 respondents ranked this third.
3 respondents ranked this fourth.
3 respondents did not rank this option.

Average rank was 1.74.

1 62
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Option (c). Block Grant all long-term care funding to the states:

7 respondents ranked this first.
10 respondents ranked this second.
10 respondents ranked this third.
15 respondents ranked this fourth.
3 respondents did not rank this option.

Average rank was 2.79.

0 tion (d). Create a new title to the Social Security Act which would

nc uae all long-term care funding.

9 respondents ranked this first.
11 respondents ranked this second.
13 respondents ranked this third.
10 respondents ranked this fourth.
2 respondents did not rank this option.

Average rank was 2.56.

A few states ranked more than one option the same. Almost half of
those responding, however, choose option (b) (add Home and

Community-Based Waivers as an optional service under Title XIX) as
their first choice. The other three choices seem about even, with
option (d) (creating a new title to the Social Security Act) slightly
more popular than the other two.

Many respondents added comments that indicated they liked option (c)
or (d), but were very fearful that these options would lead to reduced
funding from the federal government (as has been the case with the
Social Services Block Grants).

A few states indicated that option (b) was a good short-term solution,
but that option (d) should be the long-term choice.

3. States were also asked if there was another option to the present
waiver situation that would be attractive to them, and how they would
rank that option.

16 respondents listed other options.
13 respondents ranked this other option first.
2 respondents ranked this other option second.
1 respondent ranked this other option third.

More specifically:

2 states indicated satisfaction with the present situation.

2 states indicated that moving waivers to optional services under
Title XIX was desirable, but that the scope of optional services
should be reduced.

4361P/r2
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3 states indicated that long-term care should be incorporated into
either Title XX (Social Services Block Grant) or the Older
Americans Act, and transferred to the Office of Human Development
Sevices (OHDS).

3 states supported a two-stage approach with either a block grant or
optional service status first, with a new title for long-term care
later.

1 state suggested moving long-term care to Medicare.

1 state suggested restricting OMB activities in long-term care.

1 state supported a new title but with assurances of a wide range of
services allowable.

1 state suggested we communicate to HCFA our displeasure with the
March 13th regulations.

1 state supported any action which allowed more flexibility.

1 state indicated that after a three-year waiver period, long-term
care became a part of the State Title XIX plan (if proven cost
effective).

4. Finally, states were asked if they would be willing to provide
testimony if hearings were held on Home and Community-Based Waivers.
Thirty-one (68.9%) respondents indicated they would be willing to do
so.

4361P/r3
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ATTACHMENT #2

STATEMENT FOR THE RECORD ON HOME AND COMMUNITY BASED WAIVERS

by

Richard Ladd, Administrator

STATE OF OREGON

SENIOR SERVICES DIVISION

for

HOUSE SUBCOMMITTEE ON HEALTH AND THE ENVIRONMENT

The Honorable Henry Waxman, Chairman

165
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Mr. Chairman:

I am submitting this testimony subsequent tu a verbal presentation which I

made to the committee on June 25, 1985. This testimony goes into more detail

and it deals with items which are more of a technical nature than those which

I provided verbally. It also deals more specifically with the two problem

areas around which you had solicited testimony on June 25. Those areas, as I

understand it, are:

1. The problems the states have had in working with the Health Care

Financing Administration in implementing the waivers; and

2. Concerns we have with the Health Care Financing Administration's

March 13, 1985 regulations.

My testimony deals with these two subjects in the order mentioned above. In

addition to that, I will present some specific proposals regarding the action

I feel Congress should take in the long and short run to deal with the

long-term care of this country's aged and disabled population which is at risk

of institutionalization.

I. Problems in Implementing the Waiver

Perhaps, Mr. Chairman, I can best illustrate the problems Oregon has had

implementing its waivers by reviewing the sequence of events which has

occurred over the past year as our state attempted to renew its first

home and community based care waiver. Oregon was the first state

granted a waiver under Section 1915(c) of the act. We submitted our

4388P/r1
7/3/85
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first application for a comprehensive waiver shortly after Section 2176

of the Omnibus Reconcilliation Bill was passed. That application was

quickly approved by the Health Care Financing Administration. Our

waiver served aged, blind and disabled as well as mentally retarded and

mentally ill individuals. Prior to obtaining approval for the waiver.

Oregon had conducted several years of research in cooperation with the

Health Care Financing Administration and the Administration on Aging on

the subject of long-term care and how to obtain a balance between

nursing homes and community based services that would best meet the

needs of the elderly and the disabled.

The waiver had been very successful in nearly all respects as far as we

could determine. During these first three years of our initial waiver,

we reduced the number of individual Medicaid funded nursing home

recipients from 13,188 to 12,387. Had the growth patterns which

preceded the waiver period continued, we would have served 15,243

individuals in nursing homes. We accomplished this by diverting from

nursing home care approximately 40200 individuals and by relocating

approximately 3,110 individuals from nursing facility placements to

community settings. Although it was not the intent of the waivers to

save state and federal money, we were able to accomplish substantial

savings (about $7.5 million) in federal dollars (and 12 million total

dollars) during those three years.

We were, therefore, somewhat surprised, when in the Spring of 1984,

HCFA's Region X office encouraged us to submit our application for

renewal of our waiver as early as possible. We were told that many
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questions were being raised about the effectiveness of the waivers

nationally by HCFA's Central Office, and by the Office of Management and

Budget. Taking heed of this advice, we developed an application for

renewal of our waiver and submitted it to the Health Care Financing

Administration on June 1, 1984, nearly seven months before our first

waiver was due to expire. Our renewal application made only minor

changes in some of the services which were described in the initial

approved waiver. Therefore, we expected a pro-forma approval of our

renewal request as, we beleive, is contemplated in the law.

We had also heard a rumor that the Health Care Financing Administration

was developing a draft set of regulations pertaining to waivers which

would make application perceivers for waivers much more difficult. On

June 4, 1984, Senator Packwood's office wrote Carolyne Davis,

Administrator of Health Care Financing Administration, asking for a copy

of any such draft regulations. Those draft regulations were, as far as

we know, never supplied to him although we now know that they were in

the process of being developed.

Toward the end of July of 1984, we began to hea' some rather disquieting

rumors from the state of Georgia about problems that state was facing in

obtaining a renewal of its initial waiver. ilthough the state of

Georgia had submitted its original Home and Community Based Care Waiver

request subsequent to the time Oregon had done so, the Georgia request

had been approved retroactively. Therefore, Georgia was about two

months ahead of Oregon in going through the process required to obtain a

renewal of its waiver. We heard, for instance, that the state of
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Georgia had been asked to supply data regarding the cost-effectiveness

of its waivers, which took into consideration such non-Medicaid programs

as Food Stamps and Supplemental Security Incase. Georgia had been

supplied an interrogatory several pages long by the Health Care

Financing Administration requesting mountains of documentation. The

Health Care Financing Administration, we found, took the position that

even though Georgia had requested a renewal of an existing waiver. HCFA

was going to consider it a new waiver because of some changes in the

population served and the services being offered by that state.

Because of the concerns we knew which were being raised about Georgia's

renewal package. our staff put together a presentation package for the

Health Care Financing Administration dealing with questions we felt HCFA

might raise regarding our own pending renewal application. Our data

quite clearly showed HCFA that Oregon's waiver had been cost-effective

even after taking into account expenditures for the food stamp program

and SSI programs. On August 17, 1984, I personally traveled to

Baltimore along with my deputy, Jim Wilson, and Jan Curry, the Deputy

Administrator of our Mental Health Division. Our purpose was to meet

with HCFA officials in order to present our data to them and other

officials of the Department of Health and Human Services. We met Wth

Dr. Henry Dismaris and with Robert Wren of HCFA. Although we were

courteously received by them, when we asked them what kinds of questions

HCFA would be raising with respect to Oregon's waiver, we were met by

silence. However, on the day we returned from Baltimore (August 20,

1984), we found a ten-page list of questions signed by an official of

the HCFA Regional Office in Seattle. Those questions asked for large

169
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numbers of details regarding our existing waiver, as well as numerous

assurances regarding our planned 85-87 waiver. Their letter informed us

that our waiver would be treated by HCFA as a new waiver, not renewal of

an existing waiver, because of the minor changes in services we had

requested in the renewal package.

The significance of treating a waiver as a new waiver instead of a

renewal of a waiver is very important, Mr. Chairman. If a waiver is

treated as a renewal of an existing waiver, the Secretary has 90 days to

consider the renewal and either accept or reject it. Howevery if the

waiver can be treated as a new waiver, the Secretary is allowed to ask

whatever questions he or she wishes, within an initial 90-day period.

The state then has to supply answers satisfactory to the Secretary

regarding whatever questions the Secretary might raise. The Secretary,

after receiving answers to those questions, has an additional 90 days to

make a decision. For Oregon, this meant that HCFA was able to subject

our staff to an additional 90 days of questioning and requests for

documentation than we had expected. To find the answers. to those

questions and the requested documentation required hundreds of man

hours. Most other business in our office came to a standstill for

several months while nearly all of our available staff worked, sometimes

until 2:00 or 3:00 o'clock in the morning, dealing with various requests

from HCFA officials, many of which came over the telephone, each time

with the implication that if the information were not supplied, our

waiver would not be renewed.
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On August 29, 1984, I, along with my deputy, and Leo Hegstrom, the

Director of Oregon's Department of Human Resources, met in Salem,

Oregon, with David Kleinburg of the Office of Management and Budget. He

was in Oregon at the time on other business. Mr. Kleinburg only managed

to confirm our worst fears about the Office of Management and Budget's

stance regarding Hose and Community Based Waivers. He told us, among

other things, that the Office of Management and Budget did not want to

see waivers renewed which served populations in the community larger

than the population the states had been serving prior to the time that

Section 2176 was passed. He left it quite clear that he and Mr.

Stockman were not happy with the most states' performance on Home and

Community Based Care Waivers.

On September 18, 1984, we placed in the mail our answers to HCFA's ten

pages of interrogatory. We also agreed to separate that portion of our

waiver dealing with the mentally retarded population out from the

portion dealing with the rest of the populations (the elderly and

disabled). By doing so, we felt that we would enhance chances of

approval of the waiver dealing with the elderly and disabled.

On October 5, 1984, after having taken another trip at the end of

September to Washington, D.C., to meet with congressional staffers, we

were informed by Senator Packwood's office that Oregon would be granted

a 45-day extension to its initial waiver. This was actually a mixed

blessing, because it gave the Health Care Financing Administration an

additional 45 days to request more documentation and use up more staff

time. It also meant that the several thousand individuals in Oregon
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receiving waivered services would have to wait 45 days more to know for

certain if federal funding would be available to continue services to

them. On October 10-12, I attended a conference in Santa Fe,

New Mexico, of state agency personnel dealing with waivers from around

the United States. At that time, I finally obtained a copy of the draft

regulations pertaining to the waivers which the Health Care Financing

Administration had been working on for several months. Those draft

regulations differed very little from th4 ones that ended up being

published on March 13, 1985. After reviewing those regulations, it

became clear that Oregon was being requested to supply documentation

which would later be required in the final March 13, 1985 regulations.

In other words, Oregon was being required to comply with regulations

which had not yet been published.

On October 17, 1984, I, Mr. Wilson and Mr. Leo Hegstrom, the Director of

Oregon's Department of Human Resources, went to Washington, DC, and met

personally with Carolyne Davis, the Administrator of the Health Care

Financing Administration, and some of her staff. Our purpose was to

determine what further steps needed to be taken by Oregon to obtain

approval of its "new" waiver. At this time, we were presented with a

new list of conditions that Oregon would have to meet, one of which was

to place a limit on the number of individuals who would be served along

with additional request for documentation. Also, we were asked to

totally rewrite our waiver application in spite of the fact that we had

sent several pounds of documentation supporting each of the sections in

our June 1 waiver application document. Because we had so much time
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invested in the waiver and because it is so essential to achieving a

balance in our long-term care system, we acquiesced.

On October 29, 1984, W. Hegstrom. Mr. Wilson, and I met with

Joseph Anderson, the Region X director of the Health Care Financing

Administration in Portland. At that time, we were again told flatly

that the state of Oregon would be expected to adhere to a limit on the

number of persons served through the 85-87 waiver.

On November 14, 1984, my deputy, Mr. Wilson and other Senior Services

Division staff traveled to Seattle. Washington and reached what they

thought was an agreement with Region X HCFA staff on the numbers of

individuals HCFA would allow to be served under the waiver as well as

the growth rates in the community and nursing home population: which

would be allowable. From that date, until the waiver was due to expire

on December 21, 1984, our staff were in almost continuous contact with

the Region by telephone, making several revisions to the wording on

various pages of the waiver document. For instance, on December 19,

1984. we received a call from the Region X HCFA office and were informed

that HCFA wanted additional assurances, in writing, that no financial

participation would be claimed by the state on community based services

for situations where a spouse was the provider of the service. We were

also asked to withdraw the answers to any questions which we had

provided in response to the Region's ten-page letter of August 20, 1984

and instead, to incorporate those answers in our waiver document. This

meant we once again had to rework most of the waiver document. By this

time, some pages in the waiver had been rewritten three to four times.
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Then, during the first week of January, HCFA requested that I again

travel to Baltimore and reach another "final" agreement on the numbers

of persons who would be served in the 85-87 waiver. At that time,

Mr. Robert Wren literally dictated the numbers which would be acceptable

to HCFA on a napkin over lunch at a Baltimore restaurant. Those numbers

were lower than the ones which had been agreed upon with the Region in

November.

Finally, after one additional phone call from the Region relaying some

questions which we were told came from the Office of Management and

Budget (those questions demonstrated a complete lack of understanding of

the waiver and we refused to answer them and complained to

Senator Packwood's office) we received a letter on February 6, granting

us a waiver retroactively from December 22, 1984 to December 21, 1987.

At this point, you are probably asking yourself why the state made so

many concessions. The main reason for this is that, at least in the

state of Oregon, the waiver is no longer in the experimental stage. Our

waiver was in operation statewide serving over 5,000 individuals. If

funding for the waiver had been lost, our nursing homes would have

immediately filled and there would have been considerable demand to

build more nursing home beds. We simply could not afford to have that

sort of situation occur either fiscally or in terms of the human

suffering. Being over that kind of barrel, we found ourselves making

concessions inch-by-inch as each new demand was made.
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The period of June 1, 1984 through January 31, 1985 was one of almost

continuous harassment by the Health Care Financing Administration and

the Office of Management and Budget. The waiver document which was

finally approved was considerably different from the one we had

submitted.

II. Concerns With March 13, 1985 Regulations

It is Oregon's position that complying with HCFA's regulations of

March 13, 1985 will put the states back in a position where it is

fiscally more attractive to place individuals in nursing homes than to

place them in community based care. The regulations demonstrate a

fundamental lack of understanding of how long-term care systems operate

in a state.

The first major problem in the regulations is that they isolate and

limit the population which will be served under the waivers and ignore

their relationship to Medicaid eligible individuals in nursing homes who

are being served at costs of two to three times the cost of like

individuals in community settings. The wording in the new regulations

found in 42 CFR 441.302 says, The agency's actual total expenditures

for home and community based services under the waiver and its claim for

FFP in expenditures for the services will not exceed the approved

estimates for those services as expressed as the product of C X 0 in the

supporting documentation required...." That regulation refers to a

formula in which C equals the estimated number of individuals who would

require home and community based services under the waiver and D equals
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the estimated annual Medicaid expenditures per individual. The

regulations go on to say if the product of C X D is exceeded, the Health

Care Financing Administrator can terminate the waiver. This, we

presume, could occur even if the state's expenditures were lower than

what they would have been had the individuals served under the waiver

been served in nursing homes.

The regulations make it clear that states cannot exceed their

estimates. This puts the states in the position of trying to guess,

three years in advance, how many people will actually be served under

the waivers and then rigidly adhering to whatever estimates it has made

whether adherence to those estimates make sense or not.

When Congress passed Section 1915(c) of the Social Security Act, we

believe its concern was that aggregate expenditures under the waiver did

not exceed those which would have occurred in the absence of the,

waiver. In our extensive conversations with congressional staff who

developed Section 1915(c), we found no evidence that the intent of the

waivers was simply to save money. The intent was that the waiver would

not cause aggregate expenditures under the state's medical program to

grow any more than they would have, had the waivers not been in place.

Mother basic problem with the March 13 regulations, one which

demonstrates HCFA's lack of understanding of how a long-term care system

operates, is found in the documentation requirements of 42 CFR

441.303(f). That regulations says, "States must. . .show the number of

beds in Medicaid SNF's and ICF's. . .and evidence of the need for

1 6
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additional bed capacity in the absence of the waiver. States which

propose a waiver population which would exceed the capacity of presently

certified beds must produce viable certificates of need and other

documentation that beds would actually be built and certified absent the

waiver."

This regulation is a virtual Catch-22 because it limits the waiver

population to the number of available certified beds in nursing homes.

Estimates exceeding certified bed capacity will be found 6unreasowthle

by HCFA. We have found, in our several years of operating a long-term

care system, that we must serve 2.6 individuals in the community in

order to reduce the nursing facility beds paid for by Medicaid by one.

This is simply a function of how the long-tens care system operates. We

cannot prevent qualified persons from being served in nursing facilities

and since an empty nursing home bed creates a strong attraction for

additional private and public clients, we must divert or relocate

approximately five individuals to serve two fewer individuals with like

impairment levels in a nursing home bed. This expansion can be

accomplished using fewer federal dollars than would have been expended

on nursing home beds for those individuals whose impairment levels would

allow them to be placed in nursing homes because the cost of the

community bed is about one-third the cost of the nursing home bed.

The regulations' requirements for estimating how many individuals the

state will be able to serve in a community setting also make little

sense. The preamble to the regulations say, 'In developing the

estimates of utilization...the state must continue to use actual data on

1 7 /
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nursing home cost and utilization based on cost and ut'Aization of

community based services for the most recent year before the waiver

takes place.' Again, the regulations assume a ore-to-ore ratio of

persons in the community to persons in nursing home leds. they seem to

be premised on the theory that a nursing home bed must be kept available

for each person on waivers in the community.

Any state which has been successful in controlling the utilization of

long-term care institutionalization will suffer because of these

regulations. In Oregon, between October 1980 and October 1983, nursing

home beds increased by 2.1% (from 14,938 to 15,256). This expansion did

not keep up with the population increase during the same period of time

for the population at risk (age 75 and above), which over the same

period of time was 10.7%. Oregon nursing home beds per thousand

individuals age 75 and over dropped from 124 in October 1980 to 114 in

Octoter 1983, reflecting a reduction in occupancy rates from 92% to

90%. Oregon has achieved success in controlling the utilization of

nursing facilities, but has done so by expanding community resources.

We do not have nursing facility beds available for all people who are in

community settings. To have them available would be expensive and

unneeded. HCFA's methods of assessing our waivers seem to transmit a

message to the states that if they want to expand the number of persons

in community based waivers, they should go out and see that more nursing

home beds are built. They thus penalize the states which have

effectively reduced nursing home populations.
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Another significant problem with the waiver regulations is that tLe

waivers may be terminated if the states' total expenditures for any one

of the three years of the waiver exceed the estimates which the state

made for each of the three yeti's of the waiver. This puts some states

in a peculiar situation. It is possible, especially when one considers

the regulations' requirement that states separate out waivers dealing

with the aged, blind, and disabled from those dealing with the mentally

retarded, that a state might have to spend more during one year of the

waiver to develop community resources than it would have cost to keep

the population institutionalized, yet could achieve significant savings

in subsequent years of the waiver. In spite of that, a state must keep

its expenditures below its estimates in each of the three years of the

waiver or face termination of the waiver.

A matter of great concern to our Mental Health Division, which just

recently received approval of a very scaled down waiver for the mentally

retarded, is that states are required to provide assurances that

payments will not be made for educational or vocational services,

although HCFA has developed no definitions of such services. That, in

and of itself, is a problem, but HCFA has exacerbated that situation

with respect to Oregon by refusing to allow the state to define these

services. Nor will HCFA allow Oregon to use other federal agency

definitions, such as those of the Department of Labor.

In the preamble to its March 13 regulations, HCFA stated: We do not

believe that pre - rotational and vocational training and educational

activities are normally furnished as a means of avoiding
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institutionalization," even though they offer no data in support of this

belief, while data exists from state and local sources (see attachment

to a statement provided the committee by Marilee Trapp from the United

Cerebral Palsy Association of Pittsburgh), indicating that such services

are effective in preventing institutionalization.

We have a number of problems with
several documentation requirements in

the regulations which we consider unduly burdensome. For instance, in

42 CFR 441.303(f)(4), the states are required to provide specific

identification of the number of clients who will be relocated or in

other words deinstitutionalized as compared to those who will be

diverted or, in HCFA's parlance,
'deflected" from nursing homes. In

other words, those who could qualify for nursing home care, but do not

end up in a nursing home because they
have been placed in a community

setting. For those clients who are diverted or deflected, the

statements specify exactly where those clients will be coming from and

how many will come from each situation or location. This regulation is

almost impossible to comply with and it puts the states in a position of

making estimates about events which will occur three years or more in

advance of when those estimates are made and it will be extremely

difficult to "guess' very accurately that far in advance.

We object to the very strict interpretation
in the regulations of what

constitutes a 'new" waiver. The regulations legitimize those actions

which the Secretary had taken with respect to our state and several

others prior to their March 13 publication.
They gave the Secretary the

authority to redesignate existing waivers as "new' even when minor
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changes had been made from the state's previous waiver. The net effect

of this is that the Secretary can then impose a myriad of extraneous

requirements on the states every three years.

The above actions will be especially onerous when combined with the

provision in 42 CFR 441.304(g) which says that after SeptemL'er 9, 1985,

the Secretary will not allow funding for a new waiver until (as is

stated in the preamble to the regulations) ". . . all issues are

resolved and we are sure that the waiver program will be operated in

accordance with applicable regulations.' This means that the Secretary

has placed herself in a position 'officially" to convert even

functioning and currently approved waivers into new waivers. and then

to hold back funding for such new waivers until some level of

satisfaction (the level of which is not made known to the states) is

reached in HCFA and OMB. In Oregon, this will mean that in three years.

thousands of Oregonians receiving services through the waivers will

again live in fear that the funding for their services may evaporate

while HCFA is becoming "satisfied.' The difference this time will be

that the March 13th regulations will not allow retroactive approval of

waivers. Our state will be faced with having to shut its program down

or drastically reduce it and would thereby eliminate years of gains it

has made in developing a system of providers of in-home services.

III. Recommended Future Actions

I hope, Mr. Chariman, that my testimony to this point has shown that the

Home and Community Based Waiver program, especially as currently

1 8
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administered by HCFA and OMB, has only a slim chance, if any, of

providing any kind of long-term solution to what is one of the largest

social issues facing this nation today. We cannot, especially when

faced with a situation where the elderly are becoming a larger segment

of our population, continue to scale back the resources available to

state and local governments which will allow them to care for persons at

risk of institutionalization. Neither can we continue using the

regulatory process to encourage the institutionalization of such

invididuals by forcing a medical model of care upon individuals when,

more often than not, their problems are functional in nature.

I believe that the bills sponsored by Senator Bradley in the Senate and

Congressman Wyden in the House represent a step forward in that they

would allow Medicaid funding as an optional service for home and

community based care.

Oregon recently conducted a survey of state Medicaid and Agency on Aging

directors. I have attached a prelirinary report of the findings of that

survey. As you can see, over 93% of those who administer home and

community based services in the country are dissatisfied with the

present situation. It should also be noted that a majority of them feel

that the Waivers should be made an optional program under Title XIX. as

the Bradley/Wyden bill would allow.

However, Mr. Chairman, it should be pointed out that an option which

ranks second among those surveyed is to create a completely separate

title to the Social Security Act. My personal preference is that the
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latter should be Congress's goal for passage within the next four to

five years. I also believe that adequate funds are already available

for the population presently eligible for Medicaid to meet. their needs

simply by lifting the regulations presently devoted to nursing home,

home, health, personal care and funding for the present waiver program

out of Title XIX and devoting it to the new title. I believe Oregon and

other states have adequately demonstrated that when a state aggressively

manages its long-term care systems, the needs of those Medicaid

eligibles who are at risk of nursing home care can be met within

existing resources. This cannot be accomplished by strapping the states

with a limit on the number of people who will be served as HCFA mandates

it in its March 13th regulations. In fact, it is very probable that a

population larger than that which would fill available nursing home beds

will have to be served, but they can be served when the state truly is

given the flexibility to meet their needs in a non-medical and

non-institutional setting.

One thing is certain, Mr. Chairman. We cannot continue the present

situation as administered by HCFA. Oregon is in no position to again

expend the kind of resources it had to expend to obtain its present

waiver. Nor do I, personally, want to again see thousands of Oregonians

receiving waivered services to again live in fear that those services

might be terminated because some petty bureaucrat in HCFA is not

satisfied with the documentation we have sent. I urge you to take

action quickly to make the waiver a permanent part of the Medicaid

program as an optional service, but in the long run, a more definitive

and long range solution the problem needs to be taken by addressing it

separateN from the Medicaid program.
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NAMES supports the Administration's budget proposal to freeze and

index durable medical equipment (DME) rental Charges as part of the

overall effort to reduce the budget deficit.

However, the effect of the budget freeze proposal must be

considered in light of three major policy and reimbursement initiatives

for Medicare DME recently introduced and implemented by HCFA. These

initiatives include oxygen coverage guidelines, oxygen reimbursement

guidelines, and rent /purchase payment procedures. Other proposed

Medicare initiatives are also expected to have a negative effect.

The effect on rate of assignment, quality of products and service

on the equipment resulting from recent policy dhanges and the ensuing

effects on Medicare beneficiaries must be assessed. We project a lower

rate of assignment, lower quality products and decreased service on the

equipment. Access to home care may also be jeopardized as smaller

suppliers go out of business.

Congress must assure before implementing the budget freeze

proposal on DME purchases, that purchase charges have been established

at levels that are consistent with marketplace prices. Purchase of DME

before implementation of the rent /purchase payment procedure was a

relatively rare occurrence in the Medicare program. Therefore, there

are very few customary or prevailing purchase charges for new and used

equipment. Where such purchase charges may exist, they are fraught

with significant errors and are hopelessly outdated.
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WES believes savings could be achieved by withdrawing the HCFA

rent/purchase instructions for expensive EME. Additional savings would

result from implementing the NAMES alternative payment proposal``.

Savings from both actions withdrawing rent/purchase for expeeive

equipment; mpaementing NAMES alternative -- are documented in the

February 13, 1985 draft GAO report an EME.
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STATEMENT OF NAMES

BEFORE THE

SELECT COMMItimb ON AGING

Thank you, Mr. Chairman, for allowing the National Association of

Medical Equipment Suppliers (NAMES) to present its views regarding the

effects of the Administration's budget proposals on the Medicare

program.

NAMES, with a membership of over 1,400, is the largest trade

association representing home care medical equipment suppliers

throughout the country. Our members serve over 2 million patients who

are able to avoid institutionalization because of the availability of

medical equipment ranging from walkers and wheelchairs to

oxygen-related items to high tech nutritional therapy. Home care

equipment suppliers provide not only the equipment but also the

services that are essential to assure proper functioning and use of the

equipment in the home. Most NAMES members serve Medicare

beneficiaries.

I. NAMES SUPPORTS A DME YNEhhh

Mr. Chairman, WANES supports the Administration's budget proposal

to freeze the customary and prevailing rental charges for durable

medical equipment (DME) beginning in fiscal year 1986. We have not

seen the actual proposed budget legislation. Therefore, we are not

sure what is proposed to be frozen. Mr. Chairman, NAMES supports a

freeze that applies to the lower of the supplier's data-generated

1
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customary charge or the 75th percentile of the data - generated customary

Charges for all suppliers in given locality. This is referred to as

the reasonable Charge methodology and is set out in Section 1842 B of

the Medicare statute.

The budget freeze proposal has been construed as a limit do

increase, however, a true freeze would assure that prices be

lowered or raised.

Oxygen Reimbursement. HCFA implemented on April 1, 1985, a nationwide

system of limiting Medicare payment for oxygen under the DME benefit.

The HCFA initiative (PATROL Transmittal No. 18-3) directs carriers to

pay for all oxygen at a standard per cubic foot rate. This PATROL

initiative was not subject to notice and comment through Federal

Register publication or any other outside input. HCFA expects this

initiative to achieve savings for Medicare. However, it will also

cause beneficiary hardship particularly because of the eliminaticx of a

fair price for portable gaseous oxygen. NAMES has requested along with

doctors, manufacturers, and beneficiaries that HCFA direct carriers to

establish a separate pricing method for portable oxygen cylinders.

Unlike portable liquid oxygen systems, portable gaseous oxygen

cylinders cannot be transfilled in the borne due to extraordinary fire

and explosion, hazards associated with high pressure cylinders. There

are extensive federal regulations and industry safety procedures which

must be net to transfill gaseous cylinders. It is beyond the technical

and financial ability of most Medicare beneficiaries to meet these

requirements and is certainly an error for HCFA, as a matter of policy,

to establish reimbursement rates on the assumption that a beneficiar/

2

188



186

can transfill in his hose.

While NAMES supports efforts to achieve a reasonable balance in

oxygen payment, reimbursement policy Should not be used to restrain

utilization -- coverage guidelines serve that purpose. The proposed

reimbursement for portable gaseous oxygen which is substantially lower

than market prices is a barrier to beneficiaries' access to necessary

and appropriate portable gaseous oxygen, as demonstrated in HCFA Region

IV.

Oxygen Coverage -- The April 5, 1985, publication by HCFA of a final

notice on oxygen coverage guidelines may result in reduced utilization

of oxygen and, therefore, may result in additional Medicare savings.

The oxygen coverage guidelines establish uniform, nationwide criteria

which a beneficiary must meet to receive Medicare oxygen

benefits. NAMES supports such an effort to bring predictability and

consistency to oxygen coverage determinations.

Rent/Purchase -- HCFA,implemented on February 1, 1985, the DME

rent/purchase guidelines. These carrier guidelines drastically.ievise

the method for determining payment for DME by requiring purchase rather

than rental. A closer examination of the data from the GAO's draft

report reveals quite different savings outcomes for expensive and

inexpensive EME. Therefore,

3
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at the outset we must distinguish between the rent/purchase policy

Change for inexpensive equipment (costing less than $120.00) and

expensive equipment.

HCEA's action on implementing rent/purchase payment for

inexpensive DME seems appropriate because it is likely to: 1) reduce

Medicare outlays, 2) not increase claims administration expenses, 3)

not disrupt the Medicare beneficiary benefit for DME and, 4) resolve

Abuses of long term rentals of inexpensive equipment. NAMES has

supported such action since 1982.

By contrast HCEA's action which ipereaess purchase of expensive

equipment (costing more than $120) is an egregious error because,

according to the HCFR=Williams College and GAO reports it is likely to:

1) not reduce Medicare outlays, 2) increase claims administration

expenses and 3) disrupt beneficiary service by eliminating routine

maintainence and the DME benefit. Therefore, Congressional attention at

this time must focus on HMOs action on Medicare payment for purchase

of expensive DME.

NAMES long-time position has been that reimbursement for items

costing $120 or less Should be limited to the purchase price. In

addition, NAMES developed an alternative reimbursement formula for

expensive equipment designed to eliminate Abuses while recognizing the

fact that the DME industry is labor intensive, service and maintenance

oriented. The acquisition cost of DME is only a small percentage of

the total cost of doing business. The NAMES payment alternative has

been communicated to both the Congress and HCEA many times over the

last two years.

4
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Implementation of the rent /purchase guidelines for expensive DME

has not gone well. Despite HCFA's claims that Medicare carriers and

the DME industry have had two or three years to prepare for

implementation -- the plain fact is that carriers, beneficiaries and

suppliers were unprepared. Today, more than five months after

implementation, every DME supplier is uncertain about how his Medicare

claims will be processed, what price will be used and when he will be

paid.

It is not just a few inefficient carriers who are having trouble

-- all carriers are having difficulty with implemention of DME

rent /purchase guidelines. The problem? Unclear, inconsistent, and

ambivalent instructions and directions from HCFA.

NAMES, carriers, and HCFA. have been working together to develop

clear and consistent implementation instructions. However, many of

these implementation issues have been around since 1980 When the

rent/purchase regulations were pUblighed. The proepects for clarity

and consistency are dim without substantive changes in the statute.

BMA's decision to put a moratorium on oxygen equipment a month and a

half after implementation illustrates the underlying problems. Paying

only for the product without consideration for service needed to

maintain the equipment in the home is shortsighted and leaves the

beneficiary at great risk.

Despite these implementation problems and uncertainties, we feel

it is important to note that beneficiaries have thus far been shielded

from any uncertainty or anxiety related to their Medicare DME benefit.

191
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This is due to the professionalism and sincere care that hone care -ME

suppliers provide Medicare beneficiaries.

As you can see from these examples, HCFA, has made in an

Short period of time significant adjustments to the Medicare DME

benefit = any one of which is as significant to DME suppliers as the

shift in hospital payment to DRGs. There are additional administrative

actions currently under consideration by BMA that would have an

additional impact on the DME and other Part B services. These include

parenteral/enteral nutrition reimbursement, arbitrary reduction in

rental charges to 1/10 of purchase charges and arbitrary reduction in

oxygen concentrator charges.

It is important to note that none of these administrative

initiatives as described above are subject to administrative or

judicial review.

II. ESTABLISH REASENABLEAND FAIRPURCHASE CHANGES

As a result of the rent /purchase guidelines implementation, most

carriers are, for the first time, developing prevailing charges for

purchase of used equipment and prevailing charges for purchase of new

equipment. If purchase charges are frozen, it could create severe

hardships for both beneficiaries and suppliers. HCFA has recognized

this problem and instructed carriers to closely examine profile

purchase charges to determine if they are significantly lower than

marketplace charges and make necessary upward adjustments where

appropriate. NAMES, therefore, urgently requests that this committee

ensure that any freeze proposal take this uncertainty into account.

52 -706 0 - 85 - 7
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Because virtually all beneficiaries Choose to rent rather than purchase

equipment, carriers have not had sufficient historical submitted kjharge

data to establish purchase prevailing charges. Moreover, carriers that

have established new equipment prevailing purchase charges for certain

equipment have mixed submitted purchase charges fcc used and new

equipment, as well as norroommercial (i.e., beneficiary to beneficiary)

sales. Therefore, virtually all prevailing purchase charges for new

equipment are significantly lower than marketplace prices.

HCFA instructed carriers to arbitrarily establish used equipment

purChase prevailing charges at 75% of the new equipment purchase

prevailing charge. In other words, 75% of an incorrect Charge. There

is no statutory basis for HCFA to arbitrarily set used prevailing

Charges at 75% of new prevailing charge and NAMES has vigorously

opposed such action.

HCFA's recently implemented rent/purChase guidelines for Medicare

DME payment provide an incentive -- waiver of coinsurance and 100%

payment -- for a DME supplier submitting charges for purdhase of used

equipment at 75% (or less) of the new equipment reasonable Charge for

the same item. A subsequent HCFA instruction directed carriers to

arbitrarily establish used equipment purdhase prevailing charges at 75%

of the new equipment purchase prevailing -- effectively eliminating the

waiver incentive, not allowing "market" behavior to occur, and imposing

an unfairly-low payment level.

NAMES supports the incentive provision contained in the statute at

75%. We oppose establishing the usedpurchase prevailing at that same

level (i.e., 75% of the new purdhaseprevailing charge). HCFA's

7
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apparent reason for using 75% to arbitrarily set used purdhase

prevailing charge is to protect the beneficiary. However, the

beneficiary is harmed, not protected, because his or her choices are

decreased. There is no increase in Medicare DME outlays if the used

purdhase prevailing charge is set at a higher amount, for example 90%

rather than 75% of the new equipment purchase level. In fact, there

may be additional savings to the Medicare program.

Furthermore, if 90% rather than 75% is used, the beneficiary

(particularly a beneficiary with supplemental insurance) would have an

opportunity to purchase a higher valued item -- and have the supplier

take assignment. For example, a supplier may have in his or her

inventory two used hospital beds. One is two months old, the other two

years old. The supplier purchase price for the two month old bed is

$900.00 while the two year old bed is $750.00. If the used purdhase

prevailing is set at 90%

(e.g., $900.00), rather than 75% (e.g., $750.00), the beneficiary has

the opportunity to purchase either bed and have the supplier take

assignment an either choice. The beneficiary that could not afford or

does not have supplemental insurance for the coinsurance amount could

select the $750.00 bed and the supplier under assignment would receive

the full amount and not have to collect coinsurance from the

beneficiary.

By contrast, if the used purchase prevailing is set at 75%,

8
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(e.g., $750.00) as the guidelines currently require, the beneficiary

that selects that $900.00 bed would have to pay the supplier the full

amount on his own because the supplier would not take assignment.

III. IMPACT OF RECENT HCFA ACTIONS al DME BENEFIT

Mr. Chairman, the Congress and your committee Should be apprised

of the impact on assignment, quality and service within the Medicare

DME benefit that results from the cost containment actions already

taken by HCFA (i.e., oxygen reimbursement, oxygen coverage,

rent /purchase payment). Summarized below is the possible impact:

Assignment -- Traditionally, Medicare beneficiaries have enjoyed a very

high rate of assignment by DME suppliers. The February 13, 1985, draft

General Accounting Office (GAO) report on durable medical equipment

indicated that for the carriers GAO reviewed, the percent of rental

claims assigned was 96.4 while the percent of purchase claims assigned

was 32.8. One reason for the lower assignment rate for purchase maybe

that purchase prevailing charges were unacceptably low. Therefore,

with the implementation of rent /purchase payment, which increases the

incidence of purchase, with the carriers establishing purchase

prevailing Charges, and with the reduction of prevailing Charges for

oxygen equipment, it is likely that a decrease in the percentage of

assigned claims will result.

Quality of Product -- HCFA implementation of rent /purchase for

expensive equipment (equipment costing more than $120) creates a

powerful incentive to provide the least expensive product possible for

purchase. The DME industry strongly objects to this incentive because

9
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the lower cost equipment is usually lower quality, and the beneficiary

and the Medicare program will bear this burden. Under rental, the DME

supplier has an incentive to maintain quality products which remain in

service for a long period of time. This contrasts with purchase where

the low Medicare prevailing charges force the supplier to cut costs by

providing lower cost -- therefore lower quality -- equipment. Lower

quality equipment has a shorter product life, requires more repair and

maintainence and may result in increased Medicare outlays under

purchase.

This was demonstrated in a November 1984 Congressional Office of

Technology Assessment case study which found that 1) the emphasis on

price over performance in the reitbursement procedure has probably

discouraged innovation, 2) cost comparisons are more meaningful if

"total annualized costs," which includes maintenance and repair, are

computed, 3) encouraging innovation nay result in lower annualized

costs. Neither the GPL) report nor HCF1's assessment of the

rent /purchase payment procedure includes this analysis.

Service, Repair and Maintenance -- Essential to the provision of LIME in

the beneficiary's home is the service which is necessary to keep the

product, whether life-support or other DME, operating. Clearly the

level of service varies according to equipment needs and beneficiary

usage. Generally, the current rental charges reflect this variance

While purchase charges do not.

The beneficiary, prescribing physician, and referral source

recognize the medical necessity of having the equipment delivered to

the patient's hose. Under current hospital discharge pressure, this

10
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delivery maybe required at any time (e.g., weekends, evenings) and the

request for the equipment is frequently on very short notice. The

supplier distribution network accommodates timely delivery. In

addition, subsequently required necessary disposable supplies are

delivered. Current Medicare rental charges take delivery costs into

account, while most purchase charges do not.

After delivery to the patient's tome, the equipment must be set -up

and put in good working condition. This often requires more than

simply unboxing a product and checking to see if it is working properly

(calibration, etc.). Fbr example, over 200 varieties of wheelchairs

are available. The DME supplier uses his professional judgment to

select the best product and make the necessary adjustments to meet the

beneficiary's individual medical needs.

A thorough understanding of the equipment by the beneficiary is

necessary to achieve the proper medical benefit from the equipment.

Often this requires that the supplier repeat daily the instructions to

the beneficiary and his family, followed -up with periodic inquiries to

assure that the beneficiary is using the equipment properly. Like the

first days at home with a new baby, the first days at home with new

equipment are more difficult and require more intense training and

attention. Ongoing training is as important as the initial training.

24 hour service - As already discussed above, the initial delivery may

be required at any time. This requires 24 hour service and an

emergency phone line by the DME supplier. More important, however, is

the need while the patient is using the equipment, for immediate

11
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response to service needs. The supplier has a strong incentive to

provide 24 hour service to solve problems with equipment under rental.

There is no incentive for 24 hour service under purchase.

Maintenance - As noted in the preceding examples any maintenance

required to keep the equipment operating efficiently is covered under

the Medicare rental. Most suppliers schedule periodic visits to

provide routine maintenance on equipment in addition to responding to

user needs for maintenance. Under purchase, Medicare would not pay for

routine maintenance so the likelihood of optimum performance and useful

life of the equipment is diminished.

Calibration - Certain equipment (e.g., oxygen concentrator, TENS) must

be periodically calibrated to assure proper functioning of the

equipment. If the equipment is rented; such calibration, like routine

maintenance, would normally be performed on a regular schedule. There

is no provision for Medicare payment for calibration if the equipment

is purchased.

IV. ABS ENCE OF REVIEW OR APPEAL

Perhaps the most serious problem for beneficiaries and DME

suppliers under the Medicare Part B program is the total absence of

judicial and administrative review of IKEA determinations. As a result

of a series of.federal court decisions in 1984, the authority for

judicial review under the Medicare program is limited to the appeal

procedures set out in the Medicare statutes and regulations. Under the

Medicare statute there is no judicial review available to Part B

beneficiaries and providers. The only review available is through an

12
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administrative procedure called a fair hearing, and is canducted by an

employee of the Medicare carrier. Under Medicare regulations, a fair

hearing is not available if a denial of a claim is based on a HCFA

guideline, letter, memorandum, regulation, notice, or other written

communication.

Thus, the oxygen reimbursement and coverage initiatives, the

rent /purchase guidelines referred to above or any of the thousands of

pages of HCFA determinations under the Medicare Part B program are

precluded from review by anyone, be it a court of law or an

administrative fair hearing. NAMES believes this situation was not

intended by the Congress when the law was passed in 1965, but results

from a series of statutory amendments, regulations on the conduct of a

fair hearing and court decisions. We believe this problem should be

corrected by Congress.

V. CONCLUSION

The elderly have been subject to significant changes due to the

recent HCFA initiatives to reduce costs for Medicare DME -- oxygen

coverage, oxygen reimbursement, rent /purchase payment for inexpensive

equipment. Problems with the purchase Charges for new and used

equipment need immediate attention. This is because, until the

implementation of rent/purchase payment, there simply were no, or very

few, customary or prevailing purchase charges. Congressional action on

expensive DME should focus on the NAMES alternative payment
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proposal. The recent draft GAO report demonstrated, unlike HCEA's

rent /purchase instructions for expensive equipment, that the NAMES

alternative would result in savings to the Medicare program.

VI. RECCIENDATIMIS

. Consider the significant changes affecting beneficiaries

receiving DMS that have resulted from the policy changes recently

implemented by HC 'A.

Consider the need to first establish fair and reasonable

purchase charges for LIME before freezing those Charges.

Consider the savings that would be achieved by withdrawing the

HCFA rent /purchase payment instructions for expensive equipment and

substituting the NAMES alternative payment proposal.

Consider the need for Congress to provide review and appeal for

Medicare Part B beneficiaries and providers.
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Hearing on Health Car. Cost Containment:
Are America's Aged Protected?
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Viet mothers of America's retirees and their dependents will

probably soon lose their private health insurance coverage. The

culprits responsible for this loss are the Congress of the United

States and the Adstration.

Prior to 1914, an ever-increasing number of retired workers

and their dependents were receiving free or subsidized health in-

surance coverage. Sometimes it was total coverage similar to that

offered active workers, and sometimes the retiree coverage was

coordinated with Medicare. In any case, older Americans could

expect a much more secure future...with the knowledge that their

medical bills for short and long-term care would be paid. Also,

America's public health coverage system was saved billions of dol-

lars because retirees had private coverage.

In 1914, Congress and the Administration passed DEPRA (the

Deficit Reduction Act of 1914). For the over-401 of Americans
covered by self-funded plans, DMA was a crippling blow to retire.

health coverage. It prevents (or at the very least grossly compli-
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cater) employers' efforts to set aside money during an employee's
working years for his retiree coverage. Not to adequately pre-
fund is fiscally irresponsible. It is the kind of fiscal irrespon-
sibility that the congress was simultaneously reversing in the
Social Security program...which now more adequately pre-funds.

Frankly, with this foolish Government edict, an employer must
either be very sure of his future cash-flow, and/or terminate the
coverage for retirees. The termination of coverage is not to be
hard-hearted. There are already legal cases in which retirees say
that an employer promised or implied retiree coverage...and employ-
ers point to DEFRA and say that without adequate pre-funding, they
cannot promise or provide such coverage. This is both a blow to
employee morale...and self-defeating national policy. It merely
Shores more Americans onto the already over-burdened public programs
such as Social Security, Medicare, Medicaid, VA military hospitals,
and state/local welfare.

To provide a one-two punch...to be doubly sure that retirees'
private health insurance coverage is terminated, Congress and the
Administration have increasingly adopted "cost-shifting"...govern-
ment-promised services to now be paid by private employee benefit
plans. Every time you hear OMM and your colleagues in the Congress
talking about "saving millions i billions"...you should realize
that what they really mean is that Uncle Sam will pawn off his costs
onto the private sector. For instance, before the Congress right
now is a proposal to shift the cost of "free' Veterans Administra-
tion medical care (which was promised to American vets as part of
their compensation for service)...onto the private plans. VA would
bill private plans for the "free" service...with the private sector
not having any way to enforce cost-containment or auditing proced-
ures.

The VA cost-shift is not alone. You have already made Medicare
(promised to those over 65) secondary payor to private health insur-
ance plans. Thus, an employer who covers workers over 65 and/or
retirees over 65 is actually penalized by Congress for including
the older person in the private plan. The logical answer is to
drop coverage for retiree. and dependents, and thus not be penal-
ized by Congress. Of course, dropping coverage for older workers
is bad national policy...but that is what you are forcing unless
you begin to listen more closely when groups such as SPBA explain
the cause-and-effect which you are setting off. In the case of
DEFRA and the cost-shifting, we told you so over and over. You must
not be overwhelmed and bow down to the staff of the Congress and
Administration whose only job is to jiggle financial estimates to
meet their own revenue needs. Yes, there may be some revenue gains
...but they will be more than lost by the human and financial loss
of providing health coverage for older Americans from some other
source.

Mr. Chairman, like you and your colleagues on this committee,
our prime concern is for the human effects of legislation...not
doubtful revenue Projections. We realize that in DEFRA, the avowed
ourposessof the limits of pre-funding was to stamp out what even
the proponents admitted was a miniscule minority of abusive plans.

2
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we begged that the Congress "not throw out the baby with the bath
water' and 'not use a baseball bat instead of a fly swatter,' Even
those who understood our warnings told us to 'calm down, it can be
fixed llter". Mr. Chairman, we at SPA think that leaving America's
elderly with this cancer of their coverage while the system wakes)
up to what it has done is cruel and foolish. We urge you to immed-
iately begin the process to remedy this situation of limits to pre-
funding and cost-shifting, and we are eager to be of whatever service
we can. As you can tell from this statement, vo will not give you
gobbledygook. We will tell you like it is. As.the independent
administration firms for the employee benefits of 1/3 of all Ameri-
cans, we have both the independence and the scope to lend useful
candor to your considerations. Please feel free to call on us.

3
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AMERICAN FEDERATION OF HOME HEALTH AGENCIES, INC.
429 N Street S.W. Suite S-605 Washington, D.C. 20024 (202) 554-0526

ADDITIONAL

TESTIMONY OF

STEPHEN G. YOVANOVICH

President P.nd Chief Executive Offirpr

Visiting Nurses Association of Butler Canty, Tiro.

Butlztr, Pennsylvania

an behalf of the

AMERICAN FEDERATION OF HOME HEALTH AGEWIES

House Select Committee an Aging

U.S. Howse of Representatives

'I
July 9, 1985
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DME Issue Statement of American Federation of Home Health Agencies.

A related arma in which recent federal cost containment measures
have hindered the elderly's access to needed medical care is the
area of durable medical equipment or DME. Th!Ls area, too little
understood by regulators, in my opinion, has traditionally focused
equipment like hospital beds, walkers, and wheelchairs. Now,
in the DRG environment, DME increasingly includes items like
enteral/parenteral feeding pumps, home ventilsttors, and oxygen
systems, that are essential to providing quality, high technology
health care in the home.

Two recent changes in federal policy have made it less likely
that the elderly will gain access to needed DME items: First,
the July 18, 1984 requirement that home health agenciesMI
beneficiaries a 20 percent coinsurance for DME provided as a
Medicare Part A home health service: Second, recent HCFA DME
lease-purchase guidelines that severely limit reimbursement for
home health agencies and DME suppliers providing DME as a Part
B benefit to beneficiaries.

When a home health agency chooses to serve beneficiaries by
providing DME as a Part A benefit, HCFA regulations implementing
the Deficit Reuction Act of 1984 (P.L. 98-369) require that agency
to bill patients for 20 percent of the DME cost. Even though
the 20 percent coinsurance, if uncollected, ultimately may become
a Medicare liability, home health agencies may choose not to offer
DME services to avoid billing a patient directly for services.
More importantly, the patient, realizing he/she faces a 20 percent
coinsurance payment, may opt to go without the DME even though
the equipment is medically indicated. As you are aware, this
DME co-insurance is the only co-insurance that exists in the Part
A home health benefit.

In the few cases where a home health agency had chosen to provide
DME as a Part B benefit to patients, HCFA's new lease-purchase
regulations simply do not permit adequate reimbursement. Essential
and costly services like repairs, maintenance, and delivery. of
DME are factored into the reimbursement but are now inadequate.
The result is all too predictable: home health agencies and Part
B suppliers will not be able to accept Medicare assignment if
their costs are not met and the elderly, facing 'direct billing
with only partial Medicare reimbursement, will again opt to forego
needed medical equipment.

In both these cases, regulatory cost-containment efforts will
deny high quality, high techology DME services to Medicare
beneficiaries---the very equipment that could keep them out of
institutions. Fortunately, legislative remedies are available.
Those provisions of P.L. 98-369 which impose a 20 percent
coinsurance payment should be repealed. Home health agencies
should receive 100% of reasonable costs for providing DME to
patients.
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In the second case, Congress should insist that HCPA establish
reasonable charge screens for home health agencies and other Part
B suppliers providing DME as a Part B benefit, including
reimbursement for the cost of equipment repairs, maintenance and
delivery. I would strongly urge the Select Committee to communicate
these recommendations to the appropriate authorizing committees.
Many Part B suppliers signed 12 month contracts with the Part

carriers in September of 1984, agreeing to accept Medicare
assignment. The drastic changes in reimbursement for DME created
by the new lease purchase regulations and confused interpretation
of the new regulations have the entire DME supplier system in
a state of confusion. In my opinion, many DME suppliers will
not sign the renewal contract to accept assignment this year.
Therefore, effective October 1, 1985, many home health agencies
who have relied on a DME supplier to provide their patients with
equipment and appliances will not bill Medicare on behalf of the
patient and will charge the patient directly for services provided.
This would create a dramatic impact on patient care, specifically
high tech care and would directly or indirectly affect the referring
home health agency.

In closing on the subject of elderly access to DME, I have tried
to explain problems in this complex area as succinctly as possible.
Nothing I can say, however, could begin to bring home the magnitude
of the problem like the contacts our agency received in the past
two months from beneficiaries just informed by HCFA of the new
lease-purchase guidelines.

I respectfully ask that several of these examples, and the HCPA
letter that prompted these patient calls, be made a part of the
record. These are cases of senior citizens who felt compelled
to turn in their medical equipment, including even oxygen
equipment---the very equipment that is literally keeping them
alive! - -- because of the impact of the new DME cost containment
measures. These elderly speak more eloquently than I can about
what happens when Medicare cost containment assumes greater
importance in the minds ot federal regulators than the people
we are here to serve.
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Pennsylvania Blue Shield Medicare
M. C.1 MY Pa. PM

Camp Mk Pennsylvania 17011

05/07/35

FORM APPROVED
OMB NO. 0938-0214

MEDICARE LAW STATES THE CARRIER MUST MAKE A RENT/PURCHASE DECISION ON

ALL DURABLE MEDICAL EQUIPMENT. ENCLOSED IS AN INFORMATIONAL LETTER
EXPLAINING THIS NEW LAW. PLEASE REAO CAREFULLY.

AFTER REVIEWING YOUR CLAIM, WE HAVE DECIDED THAT IT IS MORE
REASONABLE FOR THE MEDICARE PROGRAM TO PAY FOR THE PURCHASE OF YOUR

EQUIPMENT RATHER THAN RENTING IT. IF YOU DECIDE TO PURCHASE YOUR
EQUIPMENT, PLEASE CONTACT YOUR SUPPLIER BECAUSE A NEW PURCHASE CLAIM

MUST BE SUBMITTED.

IF YOU DECIDE TO CONTINUE RENTI= YOUR EQUIPMENT, RENTAL PAYMENTS'
AFTER 67/01/115 WILL BE SUBTRACTED FRCM THE REASONABLE PURCHASE
PRICE AND WILL ENO WHEN THE MAXIMUM APPROVED AMOUNT IS PAID

LA ',HEN MEDICAL NECESSITY FOR TnE EQUIPMENT ENOS, WHICH EVER COMES

FIRST. WHEN THE REASONABLE PURCHASE PRICE IS REACHED, RENTAL PAYMENTS

',ILL STOP AND THE RENTAL PAYMENTS WILL BECOME YOUR RESPONSIBILITY.

IF YL:u WOULD LIKE TO PURCHASE YOUR ECUIPM6NT ANO FINANCIALLY CANNOT

AFFaRD TC, PLEASE NOTIFY US.

PLEASE PLACE AN X IN FRONT OF DNE OF THE FOLLOWING ANO RETURN THIS

LETTER TO:
PENNSYLVANIA BLUE SHIELD

P.C. EOX 8806
CAMP HILL, PENNSYLVANIA 17011

HIC:
NANO: CODE: 10520

.ssnsoL THERAPY UNIT WITH COMPRESSOR
APPv0VE0 AMOUNT: $139.00

WOULD LIRE TO PURCHASE [yUIeMENT.
'AWL] LIKE TO CONTINUE RE,ITIN6.
WJUl... LIRE TO PURCHASE BUT CANNOT FINANCIALLY AFFURO TO.

THINK YOU FOR YOUR PRCM.'T ATTENTION TO THIS MATTER.

ENCLOSURE
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Exhibits

Incidents of Returned DME, Following Patient Receipt of

OMB Form 0938-0218 May-June, 1985

Patient 1 - 87 Year old male; Diagnosis: Congestive Heart
Failure; DME: portable oxygen unit with regula-
tor; Equipment returned following receipt of
Pennsylvania Blue Shield Letter of May 7, 1985.

Patient 2 - 79 year old male; Diagnosis: Polio, Emphysema;
DME: wheelchair with removable foot rest; Equip-
ment returned following receipt of Pennsylvania
Blue Shield letter of May 7, 1985.

Patient 3 - 92 year old female; Diagnosis: Arteriosclerotic
Heart Disease, Hypertension, and Tumor of the
Bowel; DME: bedside commode; Equipment returned
following receipt of Pennsylvania Blue Shield
letter of May 7, 1985.

218
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Pennsylvania Blue Shield Medicare
I= el QUIP NUL. PA 11911

Camp Hill, Pennsylvania 17011

VISITING HOME CARE SERV
122 BUTLER MALL
BUTLER PA 16001

07/22/05

.6941A

WE HAVE RECEIVED YOUR CLAIM FOR REIMBURSEMENT FOR THE PURCHASE OF
HOSPITAL BED, VARIABLE HEIGHT, (HI LOP, WITH MATTRESS IN THE AMOUNT OF
$645.50. MEDICARE. WILL BE ABLE TO ALLOW UP TO $484.10 FOR THE MEDICAL
EQUIPMENT WHICH WAS PURCHASED.

ACCORDING TO THE MEDICARE LAW, REIMBURSEMENT FOR THE PURCHASE OF
DURABLE MEOICAL EQUIPMENT IS TO BE MAOE IN MONTHLY INSTALLMENTS BASED
ON THE REASONABLE MONTHLY RENTAL CHARGE. THESE MONTHLY INSTALLMENTS
WILL CONTINUE UNTIL THE ALLOWED PURCHASE PRICE HAS BEEN MET OR THE
MEDICAL MONTHS OF NECESSITY SPECIFIED IN THE PRESCRIPTION HAVE BEEN
MET, WHICHEVER COMES FIRST. THESE INSTALLMENTS ARE PAYABLE AT 304 OF
THE AMOUNTS STATED BELOW AFTER ANY REMAINING OEOUCTIBLE AMOUNTS ARE
MET.

3 MONTHLY INSTALLMENTS AT $ 75.00 ALLOWED CHARGE
0 MONTHLY INSTALLMENTS AT $ .00 ALLOWED CHARGE
TOTAL ALLOWED CHARGE AT S 225.00

THE PURCHASE OF DURABLE MEDICAL EQUIPMENT IS COVERED BY MEDICARE ONLY
WHEN THE EQUIPMENT IS USED IN THE PATIENT'S HOME. THEREFORE, IN THE
EVENT OF OEATH OR ENTRANCE INTO A HOSPITAL OR EXTENDED CARE FACILITY
PARTICIPATING IN THE MEDICARE PROGRAM, THIS EQUIPMENT WILL NO LONGER
BE A COVERED EXPENSE AND THE MONTHLY INSTALLMENTS WILL BE DISCONTINUED.

SINCERELY,

MEDICARE CLAIMS DEPARTMENT

A COPY OF THIS LETTER HAS BEEN SENT TO:

HELEN

BUTLER PA 16001

209
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Pennsylvania Blue Shield Medicare
INt. CM4. en Mil

Camp NM Ponitsyhtania 17011

VISITING HOME CARE SERV
122 BUTLER MALL
BUTLER PA 16001

07/22/85

6941A

WE HAVE RECEIVED YOUR CLAIM FOR REIMBURSEMENT FOR THE PURCHASE OF
TRAPEZE BAR, FREE STANDING, COMPLETE WITH GRAB BAR IN THE AMOUNT OF
$325.00. MEDICARE WILL BE ABLE TO ALLOW UP TO $112.50 FDi" THE MEDICAL
EQUIPMENT WHICH WAS PURCHASED.

ACCORDING TO THE MEDICARE LAW, REIMBURSEMENT FOR THE PURCHASE OF
DURABLE MEDICAL EQUIPMENT IS TO BE MADE IN MONTHLY INSTALLMENTS BASED
ON THE REASONABLE MONTHLY RENTAL CHARGE. THESE MONTHLY INSTALLMENTS
WILL CONTINUE UNTIL THE ALLOWED PURCHASE PRICE HAS BEEN MET OR THE
MEDICAL MONTHS OF NECESSITY SPECIFIED IN THE PRESCRIPTION HAVE BEEN
MET, WHICHEVER COMES FIRST. THESE INSTALLMENTS ARE PAYABLE AT 80* OF
THE AMOUNTS STATED 8E04 AFTER ANY REMAINING DEDUCTIBLE AMOUNTS ARE
MET.

3 MONTHLY INSTALLMENTS AT $ 28.00 ALLOWED CHARGE
0 MONTHLY INSTALLMENTS AT $ .00 ALLOWED CHARGE

TOTAL ALLOWED CHARGE AT $ 84.00

TNE PURCHASE OF DURABLE MEDICAL EQUIPMENT IS COVERED BY MEDICARE ONLY
WHEN THE EQUIPMENT IS USED IN THE PATIENT'S HOME. THEREFORE, IN THE
EVENT OF DEATH OR ENTRANCE INTO A HOSPITAL OR EXTENDED CARE FACILITY
PARTICIPATING IN THE MEDICARE PROGRAM, THIS EQUIPMENT WILL NC LONGER
BE A COVERED EXPENSE AND THE MONTHLY INSTALLMENTS WILL BE DISCONTINUED.

SINCERELY,

MEDICARE CLAIMS DEPARTMENT

A COPY OF THIS LETTER HAS BEEN SENT TO:

HELEN

BUTLER PA 16001

RECEIVED
JUL 2 81985

vmelt
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Pennsylvania Blue Shield Medicare
....C.AWMIKLIM 17611

Camp Hill, Pennsylvania 17011

VISITING HOME CARE SERV
122 BUTLER MALL
BUTLER PA 16001

07/22/55

6941A

WE HAVE RECEIVED YOUR CLAIM FOR REIMBURSEMENT FOR THE PURCHASE OF
BED SIDE RAILS, FULL LENGTH IN THE AMOUNT OF $175.00. MEDICARE WILL BE
ABLE TO ALLOW UP TO $93.75 FOR THE MEDICAL EQUIPMENT WHICH WAS
PURCHASED.

ACCORDING TO THE MEDICARE LAW, REIMBURSEMENT FOR THE PURCHASE OF
DURABLE MEDICAL EQUIPMENT IS TO BE MADE IN MONTHLY INSTALLMENTS BASED
ON THE REASONABLE MONTHLY RENTAL CHARGE. THESE MONTHLY INSTALLMENTS
WILL CONTINUE UNTIL THE ALLOWED PURCHASE PRICE HAS BEEN MET OR THE
MEDICAL MONTHS OF NECESSITY SPECIFIED IN THE PRESCRIPTION HAVE BEEN
MET, WHICHEVER COMES FIRST. THESE INSTALLMENTS ARE PAYABLE AT $OZ OF
THE AMOUNTS STATED BELOW AFTER ANY REMAINING OEDUCTIBLE AMOUNTS ARE
MET.

3 MONTHLY INSTALLMENTS AT $ 24.50 ALLOWED CHARGE
0 MONTHLY INSTALLMENTS AT $ .00 ALLOWED CHARGE
TOTAL ALLOWED CHARGE AT $ 73.50

THE PURCHASE OF DURABLE MEDICAL EQUIPMENT IS COVERED BY MEDICARE ONLY
WHEN THE EQUIPMENT IS USED IN THE PATIENT'S HOME. THEREFORE, IN THE
EVENT OF DEATH OR ENTRANCE INTO A HOSPITAL OR EXTENDED CARE FACILITY
PARTICIPATING IN THE MEDICARE PROGRAM, THIS EQUIPMENT WILL NO LONGER
BE A COVERED EXPENSE ANO THE MONTHLY INSTALLMENTS WILL BE DISCONTINUED.

SINCERELY,

MEDICARE CLAIMS DEPARTMENT

A COPY OF THIS LETTER HAS BEEN SENT TO*

HELEN

BUTLER PA 16001

211

RECEIVED
JUL 29 935

elf;



209

HEALTH INSURANCE CLAIM FORM

Mg MEDICARE CHANIPUS OWE SHIELD OTHER

:21TAILL. PA 01111 :L.:LT.7.. IRMO =ILL, TA 17.1
(CHECK ONLY ONE!

REAR ILOTRUCTIAM WORE CIIIRTLETING OR ORM. TRH PONY

PATIENT L 1..SURED ISIDISCRIIER I INFORMATION Form Approved OHIO No. 05.070031
1 v 10 RR MAYA 0.01..............e. MA ARA

HELEN
I. I, IIIERVI 0 OR SOON

9 i 15 107
3......... M.o.... amim MOW .

SALE
. AROANTIN.,C1013 Clow v.. rm. PR ni. SMT 103 SE

1.
I XXX;

A Rao/101111K RANCRAII . .0* -I,

BUTLER. PA 16001

TELE... A4 PIA0R

%ALLA

1 FAZIO, REL.11TIOARAP OP once.. A 1010101c1 GAM. AO eora........

I XX. 1 1
A MAP IOLALTA ...AMARAL COVERAGE Ewa/ Pomo an Tow0Loser ALP

11.00.10.0 Rers AO Tomo or MORO AsomeIftapoR
LA WAS COM0010/1ELA 0 TC

PATIERT, EAVIA,A11111

1 IFIECRED A ARIIREES Om, um. OOP ORAN.

SAME
.

TEE I I XX I 'I.

....1 1 1....
II.L1::::`,?t=rr.L.'"*X....°1=1*.P.V..tr....1.'.... .....

ARCI. ann.Inber Om ie.., ye sly Fyn .
,,, 5/29/85

A I MP IARDRin PRVANA 1 CPI WRAC. API01013 re UMINPSIMIS
...CAN OR SOOKI. /Oa SIXII. IISCNO{M{Ifl OM
MO/ AMLIf.alk. MILLI( *WA

.........................,
PP SI IAN OR SUPPLIE IN TION
pi LATE RP N.LWESII OMIT ETIAPTOM1 ORA low" oacemert1 co r.r.w.v.40,::,:. ,Tt.,

Aq PROIBMARCY ILL.

i 11 01.0AA

;Willr'll
AM IP RA 00111LINCY I

CAWS MIME 0
0 RE ARAIt1Af

1
RPA TO 1001 WA TOR ilARIAIM. 9.

.M.M1 IM. T

ATU O PARTALS.IL,

MIRA ITARIMPOR
14 MAMA OP REPERFIRA0404C004 OROS. 101JRCe/AfaReAt Aro t/oRpo RA TOR SERLACES BELA TE TO AIWITAUEATICIAI

IGM 1011111TRLIZATRWORRTU 1
I

RRAMITO 1111.11114.AI ;710 001013.M.Ze.1 .1.3 LAIICRIATIRT ROAR PETITRRAPOIEUTSIN YOUR NIRO

'" I I 1." 00.118
1.4 CIACAPP.111001. L HAMRA RELATE RIALIPPREAS OP PROCEDURE IN COLL,. AIv ACC WIMP AAA AMOR atm. SlL

MIST vnni ..J I.
PA NAYPAW AN Mil "...-J I

ryoR 1401001101111.1 AIR

,AMPUTATION, ABOVE KNEE, RIGHT LEG
3 PROSTHETIC DEVICE, RIGHT LEG

V. ttga
pRoo "

,8. ..w.i...pug..7.75..ramm.4:....c. ...:,... I ov,

I URI.

LAA.111.04

traVITITA ""t" IARPARAT WALL. SELPHCCS OR CIRCIA11111PORNIN

5/23/85 H E0255 PURCHASE - USED EQUIPMENT
ARIAKE WIGHT HOSPITAL 1,2

I 1

645 I 50 1

.

80.00
BED/NATTRESS 1

1

i
1

EOM PURCHASE-USED EQUIPMENT
BED SIDE RAILS. FULL LENGTH I.2

I

175.00 I

i
25.00

E0940 TRAPEZE OAR SET, FREE STANDING
WITH BAR - PURCHASE- USED 1.2

1

325.00 I 45.00 '

.

1

I
11 LIGP1,At AP PRACICIRA IIIR 11VPLIER 3 A...J. 40140171. TOT At .......u.

III 1 ...N000 I.. II 1,10310/011 CA WAILIERI

(12..otre...ova a...ad a mom sm. OP
.....11g- '." 1.145. 50

zs.A.O.orr
0 .00

wire ABRAM RIP mac al

RA RALAYLE KO

1,145.50
AO

PlIVA

25-1411844

ss s I

50 0117 **VI 2005 3A*0
VISITING HOME CARE SERV INC 1

310 NEW CASTLE RO 122
BUTLER PA 16001

SO TYM SOCIAL ARTY

NIA

PAROC OP 0,1, COOP E. OR TM OA.
100011. tr."7711.;$-FiraF.77."*""

212

Form CFA .1500 A
Form CHANIPUS. 101 12111



210

Pennsylvania Blue Shield Medicare
Comp HILINnneybrenta 17011

05/07/85

HELEN

BUTLER, PA 16DD1

FORM APPROVED
OMB NO. 09311-021

MEDICARE LAW STATES THE CARRIER MUST MAKE A RENT/PURCHASE DECISION ON
ALL DURABLE MEDICAL EQUIPMENT. ENCLOSED IS AN INFORMATIONAL LETTER
EXPLAINING THIS NEW LAW. PLEASE READ CAREFULLY.

AFTER REVIEWING YOUR CLAIM, WE HAVE DECIDED THAT IT IS MORE
REASONABLE FDR THEMEDICARE PROGRAM TO PAY FOR THE PURCHASE OF YOUR
EQUIPMENT RATHER THAN RENTING IT. IF YOU DECIDE TO PURCHASE YOUR
EQUIPMENT, PLEASE CONTACT YOUR SUPPLIER BECAUSE A NEW PURCHASE CLAIM
MUST BE SUBMITTED.

IF YOU DECIDE TO CONTINUE RENTING YOUR EQUIPMENT, RENTAL PAYMENTS
AFTER 07/01/85 WILL BE SUbTRACTED FROM THE REASONABLE PURCHASE
PRICE AND WILL END WHEN THE MAXIMUM APPROVED AMOUNT IS PAID
DR WHEN MEDICAL NECESSITY FOR THE EQUIPMENT ENDS, WHICH EVER COMES
FIRST. WHEN THE REASONABLE PURCHASE PRICE IS REACHED, RENTAL PAYMENTS
WILL STOP AND THE RENTAL PAYMENTS WILL BECOME YOUR RESPONSIBILITY.

IF YOU WOULD LIKE TO PURCHASE YOUR EQUIPMENT AND FINANCIALLY CANNOT
AFFORO TO, PLEASE NOTIFY US.

PLEASE PLACE AN X IN FRONT OF ONE DF THE FOLLOWING AND RETURN THIS
LETTER TO:

PENNSYLVANIA BLUE SHIELD
P.O. BOX 8806

CAMP PULL. PENNSYLVANIA 17011

) 'IAA
HICr
NAME: HELEN CODE: E0255
EQUIP: HOSPITAL LEDs VARIABLE HEIGHT, (111L01, WITH MATTRESS
APPROVED AMOUNT: $645.50

WOULD LIKE TO PURCHASE EQUIPMENT.
WOULD LIKE TO CONTINUE RENTING.
WOULD LIKE TO PURCHASE BUT CANNOT FINANCIALLY AFFORD TO.

HIC: -6 41A
NAME: HELEN CODE:. E0310
EQUIP: dED SIDE RAILS, FUL' LENGTH
APPROVED AMOUNT: 8125.00 /

_WOULD LIKE TO PURCHASE EQUIPMENT.
WOULD LIKE TO CONTINUE RENTING.
WOULD LIKE TO PURCHASE BUT CANNOT FINANCIALLY AFFORD TO.

213
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Pennsylvania Blue Shield Medicare
Can H. Penney !yoga 17011

HIC: 694IA 66
NAME: HELEN CODE: E0940
EQUIP: TRAPEZE BAR. FREE STANDING, COMPLETE WITH GRAB BAR
APPROVED AMOUNT: 1150.00

Wulf) LIKE TO PURCHASE EQUIPMENT.
youLo LIKE TO CONTINUE RENTING.

_ WOULD LIKE TO PURCHASE BUT CANNOT FINANCIALLY

THANK YOU FOR YOUR PROMPT ATTENTION TO THIS MATTER.

ENCLOSURE"

SOP 111 CAW MIL 1.11. 1111

AFFORD TO.
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HOW MEDICARE HELPS PAT FOR
DURABLE MEDICAL EQUIPMENT

If you are going to need a wheelchair, hospital bed or other durable medical
equipment (DME) prescribed by your doctor, you may already know that Medicare
medical insurance (Part II) can help pay for it. What you may not know is that
there has been a change in the Medicare rules on renting or buying such
equipment.

Should I rent or buy?

The decision to rent or buy DME is still yours. However, if you decide to rent,
you should know that Medicare generally will no longer pay for rentals
indefinitely. To help you make your decision, you should ask your doctor how
long you will need the equipment and ask your supplier about his rental rates
and sales prices.

Items costing $120 or less to buy

If an item costs $120 or less and you will need it for only a short time (for
example, 1 or 2 months), you are probably better off renting it. But if you
need the equipment for more than a few months, you should consider buying it.
This is because Medicare will not pay more in rental charges than would be
paid if the equipaient had been bought. For example:

Mrs. Baker needs a walker which has a reasonable rental allowance of
$10 a month and a.reasonable purchase price of $60. If the equipment
is rented, Medicare will not pay any more in rental charges than if
the equipment had been purchased. In this example, Medicare would
make rental payments for only 6 months.

Items costing more than $120

For equipment costing more than $120. the rules are slightly different. If
equipment is rented when it would have been less costly to buy, Medicare
will also limit reimbursement to the amount that would be paid for buying
the equipment. However, the limit will not be applied beginning, with the
first rental month as is the case with equipment costing $120 or less.
Rather, beneficiaries will receive a notice telling them when the limit will
begin to be applied. For example:

In July 1985, Mr. Greene rents a wheelchair costing $400 at $40 a
month. When the rental claim is received, the carrier reviews the
doctor's prescription and the expected period of time the equipment
will be needed and finds that purchase will be more economical.
The carrier notifies Mr. Green in August 1985 that, beginning with
October, reimbursement for future rentals will be limited to the
reasonable purchase price. In this example, rental payments would
be allowed through July 1986. If the equipment is purchased
during the period October 1985 - July 1986, any rental payments
allowed in this period will be subtracted from the reasonable
purchase price.
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Can I buy used equipment?

You can save money if you buy used equipment. If the used equipment costs
no more than 75 percent of the reasonable purchase price of new equipment,
and assuming you have met the $75 deductible, Medicare will pay for the
entire cost of the equipment. Thus, you will not have to pay for the 20
percent coinsurance. In order for used equipment to qualify for this
saving to you, the medical equipment supplier most give you the same
warranty that is offpred to buyers of new equipment, and certify that the item
is in good order, and that reasonable service and repair expenses will
not exceed those for comparable new equipment.

Where can I get more information?

If you have any questions on renting or buying medical equipment, including
other purchase plans such as installment payments, lease arrangements, or a
list of participating suppliers, call or write:

In Pennsylvania and Delaware:

Pennsylvania Blue Shield
P.O. Box 65
Camp Hill, PA 17011

Toll Free (Pennsylvania): 1-800-382-1274 (Local: (717) 763-3601)
Toll Free (Delaware): 1-800-292-7865

In the District of Columbia Metropolitan Area:

Pennsylvania Blue Shield
P.O. Box 100
Camp Hill, PA 17011

Toll Free: 1-800-233-1124
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