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MEDICARE AND MEDICAID REFORM: PROTECT-
ING THE AGED AND INDIGENT IN TEXAS

TUESDAY, JULY 2, 1985

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON AGING,

El Paso, TX.
The committee met, pursuant to notice, at 2:57 p.m., in the El

Paso City Council Chamber, City Hall, El Paso, TX, Hon. Mike
Synar (acting chairman of the committee) presiding.

Members present: Representatives Synar, Robinson, and Ronald
D. Coleman.

Staff present: Christinia Mendosa, professional staff, Select Com-
mittee on Aging; Nancy Padilla, legislative assistant, Norma
Fierra, district assistant, and Lucy Calderon, district assistant, of
Representative Coleman's staff

OPENING STATEMENT OF CHAIRMAN MIKE SYNAR

Mr. SYNAR. The House Select Committee on Aging will come to
order.

Welcome, ladies and gentleman.
I am Congressman Mike Synar from Muskogee, OK, and I am

glad to be here today. I will be serving as the chairman of the Task
Force on the Rural Elderly and the committee during today's hear-
ing.

It is a pleasure to be in El Paso again. I have been here on a
number of occasions, and I am particularly pleased becauae we are
here with our good friend, Congressman Ron Coleman.

Today the House Select Committee on Aging is holding a hearing
to examine several proposals for reforming Medicare and Medicaid,
or for replacing Medicare and Medicaid with a more comprehen-
sive health insurance program.

I want you to know that the future of health care for the elderly
is a top priority the House Select Committee on Aging. Throughout
this year we will be holding hearings in Washington and field hear-
ings throughout this country to learn how to ensure better quality
he, tii care for the poor and the elderly.

As you well know, many different proposals have surfaced in
recent years to reform the Medicare and Medicaid Programs.

In earlier years, we saw proposals which focused on improving
access and quality for the Nation's poor and elderly. However,
times have certainly changed. Today's proposals tend to ignore the
health needs of the people of this Nation. They focus solely on cost
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containment, only for the purpose of rescuing the Medicare and
Medicaid Programs.

I agree wholeheartedly that we must maintain the viability of
Medicare and Medicaid. I certainly agree that we must increase ef-
ficiency in health care delivery assistance. We must reduce fraud
and abuse by health care providers. We must limit uhnecessary, di-
agnostic procedures, use less of hospital and nursing homes, and
lower charges for health care service.

However, I am becoming gravely concerned that many cost-con-
tainment strategies hurt our elderly, and take away the health
care gains we have made in the last 20 years.

This committee has already. received reports that Medicare's new
perspective payment system, the DRG's, for hospitals is resulting
in poor quality care being given to our elderly.

In some cases, senior citizens are being released from hospitals
too early. I call upon each of us to help monitor the quality of care
being provided to our needy and elderly. We ask you to forward
any information on quality problems to the committee so that we
can prepare for upcoming hearings on this very important issue.

We are not only seeing declines in quality, but we are losing
some of the gains we've made in making health care more accessi-
ble for the poor and the elderly, and many of us in Congress be-
lieve that Medicare and Medicaid have never adequately ensured
access to health care.

The time has come not to reduce access but rather to move for-
ward on resolving remaining access problems.

I want you to know that there is a great need for major Medicare
and Medicaid reform. Though cost containment should be of
that solution, the cost savings should be used to maintain trertvia-
bility of Medicare and Medicaid, and to improve access for the poor
and the elderly.

Any such reform bill certainly should place full access to health
care back on the agenda as the top priority.

The bill should make sure that the quality of health care is not
lost in our rush to corgain costs.

As you can clearly see, we have a full agenda facing the Aging
Committee. The Congress and the American public are concerned
about our elderly. I am looking forward to hearing from our expert
witnesses today, here in El Paso, on how they feel we can better
improve the Medicare and Medicaid Program in the short term,
and what major changes are needed in the long term.

Before we hear from our witnesses, I would like to express my
appreciation to Congressman Ron Coleman. As many of you all
know, there are two types of Congressmen in Washington: show
horses and work horses. Ronald Coleman falls in the second catego-
ry because he is one of the hardest working Congressman that we
have, not only in his position on the Appropriations Committee,
but his sensitivity to the problems facing our elderly and poor with
respect to health care is beyond reproach. He has led the fight
throughout Congress on this most important issue, and with re-
spect to Social Security has ' -,en one of those people who has had
the courage to stand up on behalf of our elderly.

So, it is particularly pleasurable to be here today with Ron and
his staff who have done an excellent job in preparing us for these
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hearings, and I also want to thank those members of the Select
Committee on Aging staff who are here and who have helped us do
this.

At this time, I would like to call upon my dear friend and col-
league from Arkansas, Tommy Robinson, who as a member of the
Select Committee on Aging, is serving with me today on this panel,
for any opening comments he may have.

Mr. ROBINSON. Thank you, Mike.

STATEMENT OF REPRESENTATIVE TOMMY F. ROBINSON

In order to save time and to allow our fine panel of witnesses to
have more time to advise us of their particular concerns, I would
like to ask unanimous consent that my opening statement be ac-
cepted in the record.

Mr. SYNAR. Without objection, it will be.
[The prepared statement of Mr. Robinson follows:]

PREPARED STATEMENT OF REPRESENTATIVE TOMMY ROBINSON

I want to thank you, Mr. Coleman, for inviting me and my colleague, Mr. Synar
to the fair state Since I came to Congress this January, I have had the opportunity
to travel to several different areas of the country with colleagues to hear first hand
the effects of government rules and regulations. This direct Input from the people is
invaluable and I am pleased to be here.

The subject we address here todayhow well Medicare and Medicaid programs
serve their unique purposesis of critical importance. We have all heard about the
"graying of America" and I am especially alarmed at the projections for the grow-
ing population of frail elderly.

And at the same time our elderly population is increasing, the federal govern-
ment's determination to provide for these health care needs has been called into
question. $200 billion deficits cast a shadow over the ability to meet our commit-
ment to health care for the elderly and poor of this nation.

In this 29th anniversary year of the enactment of Medicare, the elderly fmd
themselves paying out of pocket 15 percent of their entire income for health care.
This is the same proportion of income they dedicated to heal* care before Medicare
came into being in 1965.

The poor and near poor fare no better. F.?.wer than half of the poor are covered
under the Medicaid program and a conservative estimate puts at between 20 and 30
millio.. the number of Americans without any type of health insurance.

Both the Medicare and Medicaid budgets came under heavy fire in the House and
Senate. The breakdown of negotiations in the House - Senate budget conference is a
clear Indication of just how serious the budget cutting mood is on Capitol Hill.

But in this rush to slash the deficitand as a boll weevil from Arkansas I am
among the first to say that we need to achieve significant reductions in the deficit
in fiscal year 1986we cannot forget to factor compassion into the equation.

Too often budget cutters and administrators focus on dollar signs and deficits and
not on people. There is some reason to suspect that some of Congress' cost saving
measureswell-intentioned RS they werehave led to a deterioration in health
Care.

Peer Review Organization, 'ROs) and the Prospective Payment System (PPS)
have played to mixed reviews. And the jury is stillout on Diagnostic Related Groups
(DRGs). I am disturbed by reports of denials of patient admissions and premature
release of patients. I am concerned about the effect of a possible continuation of the
freeze on physician reimbursement fees.

As I reviewed the list of witnesses testifying today, I was pleased at the scope of
perspectives we will have on this ifrnie. Let's hear what they have to say and get
down to the business of getting the most "bank for the buck" for the scarce federal
health care dollars

Mr. SYNAR. At this time, I will call upon our host and friend,
Ron "Shooting Star" Coleman.
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STATEMENT OF REPRESENTATIVE RONALD D. COLEMAN

Mr. COLEMAN. Thank you, Mike.
I want to, first of all, welcome these two fine, young Congress-

men from the U.S. Congress.
Chairman Mike Synar, as he pointed out, is from Muskogee, OK.

He serves also on the Energy and Commerce Committee, which is
of great interest to me, of us in Texas, and certainly to his own
State of Oklahoma.

I had the pleasure of serving on the same committee with him in
my first term, on the Government Operations Committee, where he
chairs the Subcommittee. on Energy and the Environment.

We have a great opportunity in having him here with us in El
Paso to see one of the really bright young Congressmen that has
arrived in Washington, DC.

He was elected in 1978 to the Congress, at the age of 2'7. I think
you can tell from his opening statement, he shares those same con-
cerns and feelings we share here in our own community where we
are known somewhat for the problems and difficulties we have had
in getting health care services to people. Because of our under-
served areas in some regions of our county and in this 16th Con-
gressional District, I think it is very important for us to address
these issues to this particular select committee.

I am also very pleased to introduce to you Congressman Tommy
Robinson. He is a freshman Member of the Congress. He came to
us from Jacksonville, AR. He was sheriff of Pulaski in Arkansas
from 1980 to 1984; director of public safety of Arkansas; chief of
police of Jacksonville; and I have to say to you that certainly there
are those Members also in categories, a3 we tend to place, some of
whom are called shy, retiring Members. Certainly, he does not fit
into that category.

rummy Robinson has been very outspoken on the issues. He is
representative, I think, of some of the new ideas and thinking that
needs to go in the U.S. Congres3. He brings with him some real
strong feelings from the State of Arkansas about how Congress
should act and react to certain situations on a global scale as well
as in terms of our own domestic policy.

I have requested this hearing of the Select Committee on Aging
in El Paso because I feel that it is imperative that we address the
financial burden of health care that threatens our Nation's indi-
gent and elderly population.

This issue is of particular importance in Texas, because this
State has the fifth largest population in the United States of people
over the age of 60.

The elderly are one of the groups that suffer must from the high
cost of health care and gaps in health insurance coverage because
they need so much more health care than other members of our
population.

In looking at the growth trends in the elderly population eince
1970, it has been projected that through 1987 this group will have
grown 38 percent nationwide. It is important to point out that this
same growth in the State of Texas will be 55 percent.
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The Medicare Program now serves 30 million elderly and dis-
abled citizens. Medicaid serves 3 million of our medically needy el-
derly people.

And still 5 million Americans do not even seek the health care
that they truly !teed because they know they cannot pay.

The end of this month marks the 20th anniversary of the initi-
ation of Medicare and Medicaid, and so I think it is important that
this committee be here to listen to you.

I am going to ask the chairman to perhaps at the end of the
meeting change the format. I wanted to go through the entire testi-
mony of those who desire to testify, permit the committee, of
course, to ask questions, but at the end, I would also ask those of
you who would like to testify to please come to the back micro-
phone at the end, and try to give what we, in Congress, call a 1-
minute statement, and that means tryingat least, let us have the
benefit of your thoughts.

And I am going to ask that the chairman allow that to occur,
and I would at this time say to both of you, I am just as proud as I
can be that you have taken out time from your busy schedules and
your other committee responsibilities to come out here to West
Texas.

We appreciate you.
Mr. SYNAR. Thank you very much, Ron, and we will, at the end

of the meeting, want to hear from everyone on the 1-minute basis
so that we can have full testimony.

Let me apologize beforehand. Because of the plane schedules, I
will be leaving here in about 45 minutes to get back to Washing-
ton, but Mr. Robinson will be chairing the meeting, and Tommy
and Ron will stay as long as people have those 1 minutes. So, we do
look forward to that.

Our first panel will be two State representatives from the State
of Texas; and if they will come forward right now, we have the
Honorable Nancy McDonald and the Honorable Jack Vowell.

We would like to welcome both of you here today. I have heard
some very nice comments from Ron at lunch about both of you and
the outstanding work you are doing up in Austin, and we look for-
ward to your testimony.

Your entire testimony will be made a part of the record. If you
would like to summarize your testimony, that would be perfectly
fine, too.

STATEMENT OF HON. NANCY McDONALD, STATE
REPRESENTATIVE, TEXAS HOUSE OF REPRESENTATIVES

Ms. McDoNALD. Mr. Chairman and menibers of the committee, I
would like to summarize, very briefly, my testimony, and focus on
the indigent health care legislation which we have just enacted in
this State, and how it will or will not affect the elderly.

First of all, there were four bills, major bills that were included
in this package of legislation. The first lne was entitled "The
Texas Indigent Health Care Act," and that clarified the responsi-
bility of the county and the hospital district and the public hospi-
tals.

9
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It also established an income-based definition for the indigency
for the purposes of the program, and it appropriated the money for
the fund.

Basically, this law states that the county must provide 10 per-
cent of its general revenue for the care of its indigent and the
State will fund the cost on an 80-20 split after it has reached that
ceiling.

These services must include inpatient arad outpatient care serv-
ices, rural health clinics, laboratory and x ray, family planning,
physicians' services, payment for not more than three prescrip-
tions, and skilled nursing facilities.

We appropriated $63 million in the State for this program, and
the breakdown of the appropriation is in the testimony.

The second bill was called "the Texas Primary Health Care Serv-
ices Act," and it is designed to establish an integrated framework
for the equitable provision of basic services throughout the State
for those with no other health insurance coverage.

Approximate:y, at this time, there are 90 counties in Texas with
no primary health care services, and when we say primary health
care we mean diagnosis and treatment services, emergency serv-
ices, health education, those other low-cost ambulatory services
that are needed for health care.

Another one of the bills was "the hospital transfer bill," which
was very important to the package, because it is set up that each
hospital licensed in Texas must have a specific patient transfer
policy with civil penalties if they do not.

And that, unfortunately, was a tragic occurrence for many of our
elderly because we found that public hospitals were having pa-
tients dumped upon them who could no longer pay for care in a
private facility or other facility.

So, this bill was very important to the care of the indigent.
"Maternal and Infant Health Improvement Act" was the last bill

that was covered in this package. We recognize the role in invest-
ment and cost savings in taking care of the medically indigent
pregnant women and the children born of this population.

We had a high number here in Texas, and the cost to the State
was astronomical, and we found that by offering this preventative
service of prenatal and perinatal programs, and for the high-risk
infants in the neonatal care ',hat we could prove that we would
have cost savings across the State and better citizens because of it.

This passage of the hevlth care package is an important achieve-
ment for Texas, and I believe that it shows our commitment to pro-
viding adequate health care for those at the bottom of the econom-
ic ladder.

Despite these gains, the State will continue to have problems in
this area because, first of all, they only appropriated $63 million
for this fund for the next 2 years.

We did not ensure any ongoing funding for the programs, and
many believe this is not adequate for the ambitious goals that this
legislation set out.

Also, this does care for those who are 25 percent of poverty levels
so we would consider it covers the cost of the poor.

1 0
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I think Congressman Coleman pointed it out very well the statis-
tics that I have also included in my testimony that Texas has a
growing aging population.

We might point out that particularly in this west central Texas
area 21.2 percent of the 1980 population is aged 60 or over.

Also, in this Texas/Mexico border area, we have 30 percent of
the population that falls below the poverty level, so the incidence
and the indications that this will be a rapid growth in not only the
number of elderly but of the elderly poor.

So, we might say that clearly the myth that "Texans are young
and well-to-do" is just thatit's myth. We still have pockets of pov-
erty and the elderly poor do exist.

This legislation that we have just passed does have some benefits
for the elderly, and I would think that primarily the primary
health care services would be the best for them as far as it would
offer these services to them, closer to where they live, and empha-
sizing prevention and early diagnosis of their problems, to prevent
what we have called "long-term neglect" so that they end up going
to the hospital or emergency rooms for much more costly care, and
certainly a higher cost in suffering.

We, as I have said, still only provide services for the "poorest of
the poor," and I think we need to expand eligibility requirements.
There are still gaps in insurance coverage, as Representative Cole-
man pointed out.

We may find that these affect those 60 or 65 who find themselves
suddenly displaced before they retire. Also, at the State level, we
have found it much easier to find money and interest in programs
for mothers and children. This may be due to historical or cultural
bias, and you can see in the appropriations that we made that they
did receive the most money.

However, I believe we need to concentrate efforts on the elderly
as well. We need continued commitment and guidance from the
Federal level. The necessity for this exists now as much as it ever
has.

We are beginning to address the problems of indigent care. We
are trying to spread the burden of responsibility for this care. We
are having some difficulty doing this much, but I think Texas has
taken a great step forward.

We need guidance and funding from Federal levels. Without it,
we might be forced to step backward, not forward.

Thank you.
[The prepared statement of Ms. McDonald follows:]

PREPARED STATEMENT OF NANCY MCDONALD, STATE REPRESENTATIVE, TEXAS HOUSE

OF REPRESENTATIVES

Mr Chairman and members of the committee, I want to welcome you to El Paso
and thank you for the opportunity to appear before you today I am particularly
pleased that you are here today to discuss health care for the indigent since the
Texas State Legislature passed some important legislation on this tonic only a little
over a month ago I am also pleased that you chose El Paso as the location for these
hearingsthis area has some characteristics that are of special significance for a
discussion of indigent health care.

You will hear (have heard) from others on the medicaid and medicare programs
in the state and on the projected impact of the various federal proposals regarding
these programs I would like to focus on the indigent health care legislation that
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this state just enacted, hew it will and will not affect the elderly, and the problems
and issues that the state will face with regard to the indigent elderly.

THE TEXAS INDIGENT HEALTH CARE LEGISLATION

In 1983, the Texas State Legislature authorized the establishment of a two-year
study to be undertaken by a Task Force on Indigent Health Care. In December,
1984, the 71-member Task Force issued its final report, including 50 recommenda-
tions for addressing indigent care in the state Legislative proposals resulting from
these recomn.endations were introduced and, after much debate and enacted. In
general, the legislation is designed to:

Extend health insurance coverage for the indigent population; improve uniformityby defining eligibility for charity care; achieve greater equity by di- -ributing the
burden of providing and financing indigent health care; maximize the utilization of
existing facilities to improve access to health care; iccrease the availability of ma-
ternity and primary services to reduce the unnecessary' utilization of high-cost care;
and preserve the ability of public facilities to provide high-quality care to indigents.

The package of legislation enacted includes four bills They are:
1 The Indigent Health Care and Treatment Act

This legislation clarifies the responsibilities of public hospitals, hospital districts
and counties, establishes an income-based definition of indigency for purposes
program, and appropriates money to fund the package of indigent carel

of the
ro Underthe provisions of the bill, counties without public health care facilities are requiredto commit up to ten percent of general revenue to fund indigent health care. If such

a county spends this ten percent requirement, it can apply to the state for money.
The state may then pay 80 percent of additional health costs above the county's tenpercent.

Counties without public facilities can provide services directly or contract with
private or public facilities. They must provide their indigent population with the fol-lowing services in- and out-patient hospital care, rural health clinics, laboratory
and x-ray, family planning, physician services, payment for not more thr.n three
prescriptions per month, and skilled nursing facilities

Counties with public facilities are required to maintain current eligibility stand-
ards and level of service provision. Eligibility for services in counties without public
facilities is the same as AFDC-Medicaid in Texas-25 percent of federal poverty
guidelines Thus, the new legislation includes those categorically ineligible for cur-
rent state and federal programs, an estimated 70,000 Texans.

The bill appropriates $63 million to a newly-established Indigent Health Care As-
sistance Fund for FY86 and 87, including $3 million for state matching to counties
for providing care. In addition, approximately $20 million will be spent by countiesfor indigent health care The state s appropriation breakdown is as follows:

1986 1987 Total

County responsibility

Medically needy

Perinatal care

Primary care

0 50
750
6 75
2 50

2 50
750

15 47

550

3.00
15 00
22 22
800

Women, infants and children
2 U0 500 700

Integrated eligibility
50 75 125

Hospital transfer
05 03 08

Hospital reporting
20 25 45

Disproportionate share 200 400 600
Total

22 00 41 00 63 00

2. Texas Primary Health Care Services Act
This legislation is designed to establish an integrated framework for the equitable

provision of basic services throughout the state for those with no other health insur-
ance coverage. Under the provisior.c of the bill, the Texas Department of Health
will establish a primary care delivery system, set priorities for services and cover-
age, and draw up and implement a long-term plan. The department is required toemphasize the use of existing public and private health, transportation and educa-
tional resources. Primary health care services required by the bill includes: diagno-

12
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sis and treatment; emergency services; family planning services; preventive health
services, including immuniza;.ions health education; laboratory, x-ray, nuclear med-
icine or other appropriate diagnostic services; and other low-cost ambulatory serv-
ice.

liosp.tal Transfer Bill
This legislation requires the Texas Department of Health to adopt rules governing

patient transfers. The governing body of each Texas hospitiw must adopt a specific
patient transfer policy as a condition of licensure. Civil penalties of up to $1,000 per
day may he assessed againP a hospital for failure to comply with its policy. De-
signed to combat the problem of patient "dumping," tranbres. must include:

Notification to the receiving hosptial and confirmation from that hospital that the
patient meets the hospital's criteria to ensure appropriate medical and other serv-
ices; lib of life support mechanisms to stabilize and sustain the patient dieing
trawler; provision of appropriate health care personnel to aid the patient; and
timely transfer of medical records.

4. Maternal and Infant Health Improvement Act
Recognizing its role as an investment and cost-savings for the future, the Indigent

Health Care Task Force identified prenatal and perinatal care as its top priority.
This recently-enacted legislation authorizes the Texas Department of Health to es-
tablish a prenatal and maternity services program for low-income women who are
ineligible for Medicaid or other health care benefits. The following services will be
available for these women:

Maternal and infant health improvement services, including prenatal and perina-
tal care, obstetrical consultations, neonatal intensive care, follow-up care for high
risk infants, and emergency transportation; ancillary services; a special program of
preventive, health and education services for adolescents; health education and
health promotion services; and a special program of pregnancy prevention for
women receiving benefits for two or more pregnancies, including family planning
services.

Passage of the indigent 'iealth care package is an important achievement for this
state. I believe that it shop s our commitment to providing adequate health care for
those at the bottom of the economic ladder. Further, it indicates that we are moving
towards ensuring that care in an equitable and responsible manner, by broadening
the service and financial burden, and by emphasizing basic care.

Despite these gains, this state will continue to have problems in this area. First,
we managed to find $63 million to fund this program for the next two years. Howev-
er, we have not ensured any ongoing funding for the programs, and many do .iot
oelieve this money is adequate to implement the ambitious goals set oat in the legis-
lation. Second, we still have only dealt with the very poorest of the poor. The new
laws do nothing to provide care for those at 26 percent of poverty end above al-
though approximately 32 percent of those between 25 and 75 percent of poverty and
22 percent of those between 75 and 100 percent of poverty in Texas also have no
health Insurance coverage.

grazers OF TRH INDIGENT HEALTH CARE LAWS ON THE ELDERLY IN TEXAS

In addition, the new legislation in many ways does little for the indigent elderly
in Texas. Sind eligibility requirements under the new laws is patterned after the
medicaid guidelines, it is unlikely that older Texans will receive extended coverage.
Further, over two-thirds of the money appropriated by the state will go to pregnant
women, new mothers, infants and children.

The fact that this major state initiative will have little effect on the indigent el-
derly is particularii disheartening considering the rapid growth in the number of
senior Texans. According to the 1980 Census and Texas Department of Health pro-
jections, there were more than 2.1 million Texans 60 or older in 1984. By the year
2000, projections indicate that there will be more than 3 million Texans in this age
groupan increase of 68 percent in 20 years. The most striking population increase
will be seen in the 75 and older age group. In the next years, this group may in-
crease by more than 130 percentfrom 524,000 in 1980 to over 619,000 in 1984 to
more than 1.2 million in the year 2000. (See Table 1 and Figure 1.) Although many
of these elderly persons will not be classified as indigent, these figures do give some
indication of the situation we will be facing. More specific data estimates that 4.2
percent of the Texas population, 709,405 persons, will be over age 60 and living
below the poverty level by 1986. (See Figure 2.)
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More specifically, some of the available demographic data reveal that certain
areas of the state may face more critical problems. For example, the West Central
Texas Area, which included El Paso, reports that 21.2 percent of its 1980 population
wos age 60 or over, compared with a statewide average of 13.4 percent. Similarly, in
the entire Texas-Mexico border area, 30 percent td the population falls below the
poverty level, despite the fact that Texas ranks 17th among the states in per capita
Income. Therc are a number of indications that this border r rea in particular win
experience a rapid growth in the number of elderly persons, .nany of whom will be
low-income Clearly, the myth that Texans are young and well-to-do is just thata
myth Pockets of poverty and of elderly poor do exist in this state; some are just
beginning to manifest themselves. While the indigent health care legislation broad-
ens the responsibility for health care for the nonelderly population, it does not do so
for Texas seniors

Enactment of the legisla' does indicate that Texas is moving towards taking a
more active role in aiding trie indigent among its population. This is a new empha-
sis in our state, and one that should be encouraged. As we become more involved in
this area, I believe we will begin to recognize and address the problems of the elder-
ly as well P those we are now starting to focus on.

I do thins that elder Texans will reap some benefits from the package. For exam-
ple, the new emphasis on primary care is aimed at establishing a system of high-
quality basic care across the state. Seniors, as well as recently-eligible indigents,
stand to gain fron. this. As basic care facilities become more common-place, we may
begin seeing many If these services extended to the elderly. Further, provision of
these services to newly-eligible indigents will hopefully pay off in the long-runas
these adults reach o'der ages, many may not require that greater care that long-
term neglect of their health would mandate.

In particular, the st.called county responsibility and hospital transfer provisions
of the new law will protect a number of Texas' indig .t elderly. In the past, we
have seen a number of counties and private facilities "dumping" patients on pubh-
hospitals. For the elderly, this problem has be.vn particuarly tragic. Under the n-
provisions, counties will be required to provide or contract for care for
dents Hospitals will be required to ensure that any patient transfers are u'
en in a medically appropriate manner.

THE INDIGENT ELDERLY IN TEXAS

I would like to draw sor..e concl'isions about health care provision for the elderly,
and particularly the indigent elderly, and to make some recommendations for action
at both the state and federal levels.

1 We are still only providing services for the poorest of the poor.In Texas, medic-
aid is only available to those living at 25 percent of the poverty level. These are the
very poorest of the 1. or. We are doing little for those from 26 to 100 percent of pov-
erty or above In light of this, any discussion of a copayment for Medicaid, as the
administration has proposed, seems absurd. We do not need to further burden these
people; we need to expand the eligibility requirements and/or establish a "medically
needy" program for the elderly.

2. There are still gaps in insurance coverage.For example, unemployed persons
have no access to Medicaid. This may severely effect those over 60 or 65 who find
themselves displaced before they retire. In addition, we are doing little for those
Medicare recipients who find it difficult to meet their deductible and copayment re-
sporifibilities. As noted, these may be people living at 26 percent or so of poverty;
clearly, any attempt to increase these copayments would unduly burden these
people. Most likely, tFe result of these increases would be much like what we see
now among people wno cannot afford these costs: They poetpone net ^Nay treat-
ment until their condition is critic.' and/or they end up using - illy, and
more serious, emergency care se- ces.

3. There are still necessary ser,..c.is that are not covered by Meth', icaid.
For example medicaid provides reimbursement only for insti, . care in
this state, even though this care may be three to five tines more than nonin-
stitutionelized services. Medicare does not cover dental or eye care, even though
these serv;res may be vital for those over 65.

4 We have still not really recognized or .iddreseed the health 're needs of the el-
derly.At the state level, we have foil,- it much easier to find .coney and interest
in programs for mothers and children. This may be due to historical or cultural
biases, or it may be because of the direction we have iceived from the federal level.
For whatever reason, however, this emphasis can b wen in our recent legislation:
We expanded the "medically needy" program to include pregnant women and ap-
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propriated $15 million for these people, we appropriated the bulk of the indigent
health care assistance find money$22 millionto the perinatal program, and we
set aside another $7 million for the WIC program I think these programs are a wise
investment But, I also believe that we need to start concentrating efforts on the
elderly as well.

5 We need continued commitment and guidance from the federal level. Now Is
simply not the time for the federal government to relinquish the responsibility it
has undertaken with regard to health care. These national programs were estab-
lished in order to provide basic care in a uniform and equitable manner. The neces-
sity for this exists now as much as it ever has. In Texas, as I have noted, we are
trying to do some new things: We are beginning to address the problem of indigent
care, we are trying to spread the burden of the responsibility for this care. We are
having some difficulty doing this much; but we are now beginning to provide some
services that we have not recognized as important enough to fund in the past. We
need guidance and funding from the federal level moet nowwithout it we will be
forced to step backwards, not forwards as we are slowly beginning to do.
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TABLES
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Texans by Income
Estimated 1986

Texans above Poverty
13,738,003 (L

Disabled (Age 18-64)"
below Poverty
250,595 (1.5%)

Others (Ag2 18-64)
below Poverty
992,665 (6.0%)

Children bi..low Poverty
1,060,339 (6 3 %r

Aged below Poverty
709,405 (4 2%)

Texans below Poverty
3,013,004 (18 0%)

* Includes 25,629 disabled children below poverty level.
Includes 395,659 disabled aged below poverty level.

Note: Texas Population -- 16,751,007. The poverty level
for a family of three is $9,340.

Source. DHR 1981 C,ennial Survey and Texas Department
of Health Population Projections. Prepared by
Budget and Planning Division, January 10, 19°5.
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Mr. SYNAR. Mr. Vowell.

STATEMENT OF HON. JACK VOWELL, STATE REPRESENTATIVE,
TEXAS HOUSE OF REPRESENTATIVES

Mr. Vown.i... Thank you, Mr. Chairman.
My testimony is rather brief and, to some extent, general, so I

hope you will ask any questions that you may have.
An 80-year-old friend of mine once said to me. "The trouble with

our society today is that we buy what we want, and we beg what
we need." And from whom do we beg? Why, -if course, we beg from
the Government. I need not tell you gentlemen of the constant, un-
relenting demand for governmental services and funding which
confronts all of us. However, I would strongly Bugged that the time
has come for you to hold the line. I believe it is absolutely essential
in order to maintain the fiscal integrity of our national Govern-
ment and the future stability of our Nation's economic social and
political systems.

But,, having said that, I am ai v convinced that properly done,
our State government and our National Government can provide
expanded services at the same or lower costs, services which will
allow us to be more responsive to the needs of our citizens and to
do a better job with what we undertake.

As you may or may not know, the State of Texas is required by
our Constitution to have a balanced budget unless the legislature
suspends this rule by a four-fifths vote of both Houses. Thus, any
appropriation made by Texas is null and void unless the Comptrol-
ler certifies that the funds will be available from projected reve-
nues. I mention this because it has a limiting effect upon the dollar
amount of Federal funds which our State will match under any
given circumstances. This requirement for a balanced budget acts
in effect as a break upon the amount of Federal funds sought, and
you will hear today, I am sure, a number of statements by_ people
who will tell you that we do not ask for or receive enough Federal
funds. And one of the reasons for this is our constitutional limita-
tion. What this also does is to force us to prioritize very carefully,
to spend our money as efficiently as possible, and constantly to
seek new ways for meeting the needs of our citizens.

With respect to the Medicaid and the Medicare programs for the
elderly, we have been able through health care cost containment
programs to reduce the annual increase in medical costs from 14
percent in 1981 to 4 percent in 1985. Last year's increase was about
one-half of the national average. By emphasizing community-based
care, primary health care and home health services, we were able
last year to save $120 million. All in all, the total ?.:edicaid cost
containment programs, both for the elderly and others, resulted in
a saving of about $191 million in fiscal year 1985. And it was these
savings which were used to expand the scope of our overall Medic-
aid programs to include the medically needy, and several other
needed health care programs for the indigent. Yet, we could have
done more, I feel, if Federal regulations had allowed us more flexi-
bility.

Excessive monitoring and expenditure caps which institutionalize
past spending patterns, inequities in the distribution of funds, and
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penalties for bureaucratic errors impede rather than enhance pro-gram viability. I was interested, Mr. Chairman, to hear your com-ments about program access. The delivery system is the crucial
part of any health care delivery system, or any social service or
governmental program. And if our delivery system is clogged with
unnecessary requirements relating to bureaucrats, our bureaucrat-ic demands, then, of course, the people we are trying to serve aresimply left out in the cold.

When you are hungry, 6 weeks is too long a time to wait for food
stamp eligibility; and that is what the normal length of time is wehave in Texas for determining whether a person is eligible. Hiring
more people, dealing with these problems is not necessarily goingto solve that problem. And, of course, the frustrations that thistype of thing creates are tremendous. 14Illing out forms is no way toassuage fear or pain or suffering, when you are sick.

So, my plea to you today is to help us cut through the red tape sothat we can provide the appropriate kinds of services that ouraging population needs. If you must freeze fundingand I am notadvocating thatplease do it in a way that puts your dollar where
the people are. The aging population in this State are growing at arate 20 percent faster than the rate in the rest of this country; and,
increasingly, as you pointed out in your opening statements, they
are falling below the poverty level, and they need help.

Today, in Texas, we have about a million children who are below
poverty, and we have about 710,000 elderly who are below poverty.And we are not serving but about 25 percent of each of these
groups. Increasingly, we need to have flexibility so that we can be
innovative, responsive, and efficient. If you give us this flexibility, I
believe the people of Texas will respond.

Representative McDonald has talked to you about the IndigentHealth Care Prog -am, and I think one of the most significant
events of our rece. ,tly concluded session in the Texas Legislature
was the fact that our human services budget was increased bymore than $100 trillion. And this was done at a time when all ofthe other departments, save two, were being cut back because ofbudgetary restraints.

The other significant thing was that, at least, the Department of
Human Services budget was passed without a single dissentingvote, and I think Representative Coleman can tell you that is sortof a landmark situation.

Mr. COLEMAN. That's impossible.
Mr. VOWELL. It was not opposed in the Appropriations Commit-

tee, and it was not opposed in any way on the floor of the House.
Certainly, this indicates a willingness, and I think a recognitionby this State to provide the resources and the services which areneeded by our citizens, both young and old.
I can only hope that you will help us in maintaining this long-

needed initiative.
And before I close, although that is the end of my formal state-

ment, I would like to point out tc you that we need to be given thechance to innovate.
I have before me today a proposal for a Resrite Care Program for

the Aging in th.s county, by the El Paso County Council on Aging.
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The problem here is that it does not fit into any of the recognized
programs. It cannot be funded. We have 35,000 people in El Paso
County who are over the age of 65, and about 10,000 of those are
below poverty. They need help. We can give it to them in a nursing
home, which is expensive; we can give it to them in a hospital,
which is expensive. Or we can provide some kind of contact or net-
work of support in their homes.

In the last legislature one of the things that I worked on most
avidly was what is called "The Hunger Omnibus Bill."

And wg, discovered something which, I think, is tragic in this
country; and that is that there is an increasing and growing popu-
lation of people wno are hungry in this State, and I am sure in this
country; and they are hungry because food is becoming the vari-
able in their family's expenses.

They do not qualify for a poverty program. They have too many
assets. Many of them are retired. They have homes, but by the
time you pay the utility bill and the tax bill and the telephone bill
and the other things you need to pay, you do not have enough
money to buy food.

And I am sure you will hear some more testimony abot this
today. I can tell you about a constituent of minein fact, F sigh-
bor of mine who came up to me in casual conversation, sin re-
lated that she and her husband lived on a food budget of X28 a
v eek. That is a very small budget in to- ly's world. She is not
someone that you would think was in great need.

But what is happening is that we have a social dislocation of
massive proportions. The elderly which are a growing segment of
our society are not ignored, but we have not found a solution to
their situation.

I think that this is the most critical situation that our country
faces in the future, and I hate to think of the consequences of what
will in 20 years when half of our people are my age or
older.

It is going to ix; a very difficult situation for the young and for
the mature working people it we do not find some way to give
these pecile a viable social role, both economically and politically
in this country.

Thank you.
Mr. SYNAR. Thank you very much, Jack, and I want to thank

both you and Nancy for your excellent testimony.
Let me ask one question, if I could, and I would like to combine

both of your testimonies.
Jack, you pointed out that here in the State of Texas, there is

over 1 million children who are below the poverty level.
Mr. VOWELL. That is right.
Mr. SYNAR. And there are over 710,000 elderly below the poverty

level. Right now you all are only able to deal with 25 percent of
those.

And, Nancy, you point out in your testimony that the State of
Texas has 90 counties that do not have primary health care.

If my figuring is correct, that is 35 percent of the State, by area,
not necessarily by population.
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My question is: Are those two figures parallel with these people
who are in the 1 million children category a. ,c1 the 710,000 elderly?
Are these people most likely to be in those % counties?

Ms. MCDONALD. Those 90 counties are usually those that are
sparsely populated, so the area would make a signifi cant differ-
ence.

However, also those counties are on the Texas/Mexi,5o border
area, which would also take intothat into account would mean
that there are more that are below poverty level in that area.

So, you could almost say it was half and half.
Mr. SYNAR. The reason I asked you that question is that what-

ever we do to haw a combined effort between the State of Texas,
or any State, and the Federal Government would go for naught if
we do not have the access system, as Jack pointed out, to deliver it
once we got the services there.

If 90 counties do not oven have primary health care and delivery
systems, then it will not matter how much money we put in, we
will be missing the target; which is literally throwing money out
the window if the services cannot be delivered.

Ms. MCDONALD. Well, this is what we have hoped to alleviate
with oc r primary health services act, and it will not be done over-
night; it will take time, and it will take funding. It will be done
through the Health Departmentthe Texas Health Department;
end according to the need for the services that are prioritized as
the most critical.

And included in those services would be transportation so that
they could provide services that would be closest to those residents,
which is a very important factor for the elderly.

We stress that it will include at least 70,000 new individuals that
have not been taken care of before; and those are indigent individ-
uals, too, some of them.

Mr. ROBINSON. Jack, you talked about the "bureaucratic maze."
and I listened ',.o you very intently because I know that is on:. ,f
the problems that we experience in Washington, DC.

But I would like to ask you a question. As we all know, Medicaid
is administered by the State. These are the Medicare basically, as
administered by the Federal Government.

The Senate, in their budget proposalthey saved $16.3 billion
over 3 years with some increases in out-of-pocket costa to benefici-
aries.

The House saves 743.1 without added costs to beneficiaries.
The &nate calls for freezes or changes in Medicare payments to

health care providers, and the House calls simply for a freeze.
I bring that up to put into some sort of perspective what I think

tl.... problem is, and I would like to listen to both of your view-
points.

In my opinion, for the most part, we have had more success with
Medicaid than we have with Medicare because the States have, for
the most part, administered the substantive part of that bill.

Do you think that we could save money if we shifted more of the
bureaucratic burden onto the States for Medicare similar to what
we did with Medicaid?

Mr. VOWELL. I certainly do. I think that there are many ways in
which you can "skin a cat."
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And what one of our problems has been is that each State is dif-
ferent. I tried to point that out in my testimony. Azd for us to fit
into a pattern that is applicable to New York or to California or
Iowa is not always possible.

But if we have the flexibility, I think we can have the ability to
get the results you want. We can make sure that funds are dis-
bursed properly, that there is no fraud and that there is no abuse.

But the more money that we have to spend on fitting into a pat-
tern, the more difficult it is going to be for us to do the job. But, ae
a matter of fact, Texas has looked at the Medicare Program in rela-
tion to a cost containment modality, and they are locking at sever-
al different kinds of things for their Medicaid.

And, quite frankly, they prefer at the present a different tack,
and in the next 3 or 4 months, we are going to examine this legisla-
tively and departmentally to see if there is not a better way to do
it than the DRG.

I agree completely with what the chairman said. The thing that
concerns me most is that by containing costs, we keep people from
having adequate care, and I do not think that we or anyone else
certainly not I as a layman am capable of determining what the
medical or health care needs of a person might be.

Mr. ROBINSON. I do not mean to interrupt, but I bring it up be-
cause we are always trying to find ways to save money. It appears
to me that each time that we come up with the new cost-saving
mechanism, it is always to the detriment of the beneficiary; and I
for one would like to look at how we could save money in reference
to bureaucratic costs and maybe shift some of that burden.

I would like to interject something also. I had a constituent re-
centlytalking about the DRG'sand I was about half asleep until
you brought up the DRG's and I started getting a little bit mad
about thatI had a constituent in one of my counties that went to
the hospital with pneumonia, and the lady had a heart attack
while she was in the hospital. They would pay for the pneumonia
diagnosis, but they would not pay for cardiac arrest.

And that was one of Stockman'sand by the way, I know some
of you know David Stockman was admitted to the hospital recent-
ly, Georgetown Universityand we have an update on his condi-
tion. They tried to implant a human heart and his body rejected it.

That is basicallyand I am glad you brought that up; but the
bureaucratic procedures that come out of Washington and trickle
down to the States and the counties and cities and to the people
that really need the help, it is just unbelievable, the burden that
we place on the providers and also the recipients.

And we are experiencing in Arkansas, now that many of our
nursing home facilities will not accept Medicare patients, because
of that bureaucracy that one has to deal with, end they find that
the cost is counterproductive to staying in business.

Thank you.
Mr. SYNAR. Ron.
Mr. COLEMAN. Go ahead, Jack.
Mr. VOWELL. I would just like to say something which I think is

important, and I cannot prove it, but you will hear testimony today
from a lot of frustrated people, people that have been unhappy
with the status quo.
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And I think that one of the basic root causes for this frustration
is the fact that they feel that they are being manipulated; and I
think that we could save a heck of a lot of money if we just trusted
each other, and if we judged things by results and not by process.

Mr. ROBINSON. Very good.
Mr. COLEMAN. I am not going to ask any questions in the interest

of time. I have the benefit, Mr. Chairman, of knowing both of these
fine legislators for a long period of time.

I w uld only urge both of you, in response to the overall issues
that we are debating, to address a few questions about what action
Government should take in terms of holding down health care
costs for everyone, and more particularly, the elderly?

And what is the role and responsibilities of the Federal Govern-
ment vis-a-vis the States.

Having served with you in the legislature, I can honestly say to
you that I have a great deal of confidence in the statement that
you made, Jack; about those State-administered programs. I would
suggest that maybe it would be good for us to put those kinds of
things into writing, and I will be more than happy to take the
issues that you raise and your thoughts back to this committee in
Washington, DC, and present it to them.

I am convinced that some of what you said is going to become
very, very important in the future. We are sitting on a time bomb,
in my view, with many children below the poverty level with our
increasing rise in elderly population growing rapidly and so far
ahead of others.

Nancy, if you had a comment, I would be happy to hear them. I
would only hope that both of you would be willing to take the time
and spend the time to give us that information. Nancy and I had
an excellent visit in Austin before the session was over about an-
other proposal that we had in Washington on the Medicare cap,
and it is what we thought would be adverse effect on States, Mr.
Chairman, who are doing a good job administering the program.

We would have wound up getting less money in Texas than other
States because we were doing a better job for cost containment for
the Federal programs we were administering.

I would hope that each of you would be willing to take the time,
though, because I think through a State-Federal cooperation we
can show others how to get things done.

And I appreciate very much, Mr. Chairman, your permission to
let me ask some questions.

Ms. Mc Dorrmo. If I may, I would just like to offer one more com-
ment.

As part of the appropriations that we did make with this legisla-
tion that we have what we called the "ir.tegrated eligibility' sec-
tion; and that would be to try to coordinate these efforts in the
State, to make sure that we can very quickly and efficiently set up
the eligibility and find those patients who are deserving of the care
and to reach them as quickly as possible.

And, of course, to do that efficiently, we had to set aside money.
So, we are striving to work in that area in Texas; and I might just
add coming from a hospital where I have worked for 10 years, we
did find many problems when the DIM was first instituted. I do
not think that is going to be the answer to our cost containment.
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And I would like to see Texas continue on with primary care and
to emphasize prevention and to go further to help with the home
health care and facilitate such things as this pi at project that Jack
was speaking of today.

Mr. SYNAR. Thank you, both, Nancy and Jack. We do appreciate
your testimony.

Mr. ROBINSON. Thank you.
Mr. SYNAR. Our next panel will be Mrs. Helen Bogas, Mr. John

Danley, Mrs. Margarita Giron-Sanchez, along with Sister Murphy,
and Mr. William Kennedy.

Those people will come forward, and take a seat at the table.
Mr. ROBINSON [presiding]: Mrs. Bogas, we will start with you.

STATEMENT OF HELEN F. BOGAS, SENIOR CITIZEN, EL PASO, TX

Mrs. BOGAS. Thank you, Mr. Chairman. Members of the commit-
tee.

There is evidence of increased concern among recipients of Medi-
care and Medicaid whose benefits may be reduced, suspended or
terminated. Seemingly, the gap has broadened between an increas-
ing need for benefits and the ability to maintain current benefit
levels, placing serious pressures upon disablri citizens and the
agencies involved.

And if this is a generalized statement, it is also a very personal
statement of the kinds of serious pressures that affect you individ-
ually.

One, speaking as a one-family unita husband and wifea cost
increase of life-sustaining drugs, even generic drugsand they are
not always availableis rapidly making this very necessary ther-
apy prohibitive because of cost increase.

I might interject here that our drug bill runs to around $250 a
month.

Food, utilities, and other medical care costs; and, indeed, every
aspect of general living expense continues to rise to a degree that
makes it more and more difficult for disabled people to meet the
basic needs of day-to-day living.

Two, those supportive agencies which have made a broad range
of services available to a large spectrum of disabled people in our
society are seriously handicapped in their efforts to do so.

One has only to examine and record the costs of medicines and
therapies in just one extended hospital bill, one confinement, to re-
alize that such charges, if they were covered by Medicare in an in-
tensified type home-care setting, would be reduced enough to make
the implementation and establishment of a multivaried type care
program less expensive means for patients' care. This is not to say
that every disabled person would benefit by such program all of
the time as there will always be patients in need of technical ex-
pertise that only a hospital can provide.

Three, to be frustrated by costs beyond your ability to pay starts
you to thinking and there must be a way to lower cost of patient
care, and it does seem to me that an expanded type of home care
programs, which has been expressed here, would be, if broadened
some, one way to reduce costs and to give every recipient of that
care better coverage at a price he or she can better afford.
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Hopefully, there could be a better balance of services between
hospital care that is so vital to the critically ill, and care that
would be available and viable for those who could be treated at
home.

Time seems to be running out for many people, and the need was
yesterday.

Mr. ROBINSON. Thank you.
Mr. Coleman, go ahead with the rest of your members.
Mr. COLEMAN. Yes.
Mr. Dan ley.

STATEMENT OF JOHN A. DANLEY, MEMBER, TEXAS STATE LEGIS-
LATIVE COMMITTEE, AMERICAN ASSOCIATION OF RETIRED
PERSONS, EL PASO, TX

Mr. DANLEY. I really appreciate the opportunity to speak to you
today, because as chairman of the Medicare survey that was pub-
lished in the Times last June, I have had requests for help almost
every week since then, and I have become involved in a liaison
committee with the doctors here in El Paso, and also on a State
level, andpardon the expressionbut I have really been "belly-
to-belly" with almost every aspect of it.

I do not want to get in.o statistics because I have given Nancy
all of the latest data from Washington that our people have. I
would only add that El Paso, because of its low economy, probably
would run somewhere between 50 and 75 percent of our elderly
below $10,000 a year.

I think that becomes very important when you use the national
figures that 80 percent of those over 65 depend on Social Security
for 90 percent of their income, and 45 percent have incomes below
$10,000 a year.

Our figures, I think, are pretty realistic, and are probably _loser
to 75 percent. So, I do not want to dwell on statistics. I want to just
briefly mention what I think is wrong with Medicare.

One, it is completely unfair to people that pay for it, because
while they pay the same premium on a nationwide basis, what
they receive varies from State to State.

Texas, I have seen actual bills$165 with a reasonable cost of
$29; $85 bill, $17 reasonable cost. First, I blamed all of this on the
carrier, but now as I have gotten closer to it, I find that Medicare
is so complicated that there is a compounding of errors in submis-
sion of claims by doctors, and interpretation of claims by the carri-
er.

I would offer as a solution that they make a study of selecting
one city as a median. They could take New York, Wash' n
wherever they wanted, and establish a criteria like the DRG or ap-
pendectomies, et cetera; and then they would apply a percentage
factor for other areas to replace the economic variations they now
have.

All they need is a simple percentage factor for each area. There
is an organization called Marshall and Swift, I mentioned in my
letter, based in Los Angeles that does this for real estate apprais-
ers, and it is equally complicated or more so than Medicare. They
keep it updated as required. LA is the median, and everywhere
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elseI happened to be in Portland, OR, at the timehad a per-
centage factor to be applied to all items. It applied to everything
pertaining to replacement Posts for homes or industries. Medicare
could do the same thing.

In Texas, we have, I an) told. by people in HCFA, one of the
lowest, one oe the worst records in the country as to "reasonable
costs."

I think the solution to thin lies at the Federal level and not on a
State-to-State basis. We could perhaps force HCFA a change a car-
rier, but I think the system should be changed. Its very complexity
invites errors.

There is no reason why doctors should not know what their rea-
sonabie cost will be, whether it is 5 percent or 60 percent. Ls of
now it is unpredictable. I think it may be unconstitutional for
people to pay the same premium nationwide and receive different
results on a State-by-State, or even an area-by-area, basis. Reasona-
ble costs even vary doctor by doctor. It just is no.. equitable.

The other thing I wanted to get acrossand to me this is very
serious because I heve not been able to help people withrelates to
DRG, and I have talked to the doctors as recently as this week.

That is the fact thatand let's use a husband because there are
more widows than there are widowershe goes into a hospital on a
DRG, and suppose it is a prett, expensive illness, and he is about
toI have talked to a doctor who is on the State peer organization.
He tells me that the peer review in the hospitalization and the
peer utilization and the peer review in the State cannot take care
of these DRG's who are tossed out of the hospitz 1 because the hos-
pital is losing money.

So, he goes into a skilled nursing facility, and he can only stay
there so long; then, in order to get into a nursing home, he has to
use up all of their savings and become £ 7. indigent in order to qual-
ify for Medicaid.

And what does that do to the widow? She is left without a nickel;
she is an indigentin some States even the children are wiped out.

These are things that I do not think have been pr -,ited to you
by AARP that I, as I say, have run into on a first-hand basis, and I
really would appreciate your consideration of it.

I would be glad to supply case data and answer questions.
[The prepared statement of Mr. Danley follows:]
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PREPARED STATEMENT OF JOHN A. (JACK) DANLEY, MEMBER, TEXAS STATE

LEGISLATIVE COMMITTEE, AMERICAN ASSOCIATION OF RETIRED PERSONS,

EL PASO, T".

Thank you for including me as AARP's spokesman in you six
member panel at the subject Hearing.

The timing is most fortuitious as I have been accumulating
data since our Medicare Survey was piblished by The Times
last June 24th.

Ron, I will refer to Social Security and Medicaid primarily
as tt'ey r ate to Medicare and of course my verbal testimony
will be considerably shortened from this report,

As a member of a lias'on committee with physicians in El Paso
and also as a member of tha State Liasion Committee of The
Texas Medical Association and AARP I have beer collecting
data with hope -f correcting some of Medicare's defikiencies
especially in 'texas.

This report will cover some aspects that to my knowledge have
not been presented by AARP so I am also enclosing some reports
presented by our Washington officials to your Committees.

Herewith are the salient points I would like to presents

THE ELDERLY4a divAd into three groupst

The "poor" old.
The "sick"old. Approximately 60% are Medicare
The "old -old. beneficiaries,

80% of :',ose over 65 depend on Social Security for 90% of
their income.
15% of tneir income is spent on health costs.
43% have incomes below $10,000 /year.
21% have only Medicare with no supplemen*al insurance.
The "poor" old are primarily on Medicaid.
If GuLAs are reduced or frozen to a 3% annual infltion rate,

million-mostly women-will be pushed below the prierty level
and probably on Medicaid; by 1990 this figure wily reach more
than 2.3 million.
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Some of these figures are drasically increased-even doubled-
in Border Cities such as El Paso and in similarly economic
depressed areas. There are 60,000plus Medicare recipients in
the El Paso Area.

MEDICARE ANALYSIS.
Part A-handled by an intermediary, in Texas it is Blue Cross.
Since this is between the hospitals and the intermediary as
oppceed to the beneficiary, I have received no direct complaints
and will not comment other'than that the new DRG program is
meeting with varying reactions from the hospitals and is canting
some problems from early discharges for terminal illnesses mg
and the patient has to use up all savings t8 qualify for
Akdicaid. This is a real hardship for the spuse-usually a
woman. I have had calls from three patients so tar.

Part B-handled by the carrier-in Texas this is Blue Shield.
The Intermediaries and carriers are selected by contract with
HCFA and vary state by state.

There have been two major complaints from patients and doctors
concernibg Blie Shield.

Processing delays-one month is reasonable, but I hava had
complaints of six months to a year. I had three ladies phone
me after the first of the year regarding claims that, had been
submitted August, 1984 and in spite of repeated follow-ups
had not been processed. A man with local HCFA(Social Security
Office) used his "hot line" and resolved two of the claims,
the third received a check for someone in Corpus Cbristie,Tx.
for more than the amount of her claim.

Reasobable Costs-this is an extremely serious situation,
parti,.,,,larly in Texas-I HAVE BEEN TOLD BV MANY, INCLUDING
HCFA OFFICIALS, THAT TEXAS HAS ONE OF THE POOREST RECORDS IN
THE COUNTRY-THIS OF COURSE REFERS TOBLUE SHIELD.
The Medicare Part B Premium is the same nationwide yet
"Reasonable Costs" vary state by state, arae by area and
doctor by doctor-in Texas even by claims from the same doctor.
I have seen claims below 20% of the Actual Charge, where an
appeal resulted in only a token increase. It would require an
investigation by a qualified individual with access to records
in Dalls to pinpoint where the fault lies. but in the
meantine it is causing mental anguish and financial hardships
to too many elderly.

Guidelines are furnished by HCFA, but complicated coding that
both carrier and physician's employees have difficulty
following add to the problem.

Reasonable Costs vary by economic areas, which is understandbble
and are also listed in a V care Handbook as the lowest ofi

The Actual Charges.
The 6w,tomary ,,harge for similar services generally made

by the provider.
The Prevailing Charge in the locality f,,r similar services.

NOT LISTED IN THE HANDBOOK IS A 4TH. CRITEPLA; the carrier's
usual amount of reimbursement for comparable services to its'
own policy holders under comparable circumstances.
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Ron, what I find difficult to understand aoout Y_Idicare is
that under Part A, the patient has recourse at law against the
hospital and the intermediary, but under Part B they cannot
sue the carrier. For major medical situations and a low
reasonable cost many elderly are losing their life savings.
Results from Appeals and Hearings with the carrier are report-
edly very unsatisfactory-you can sue the government and every
one else BUT THE CARRIER IS INVIOLATE??? I am no attorney, bdt
it seems to violate the Constitution. Would appreciate your
interpretation.

SOCI'L SECURITY AND KEDICARE-as previously noted 80 plus% of
Medicare recipients receive 90$ of their income from Social
Security. Sharply escalating utility costs, L4ppplemental
insurance costs and Part B Premiums are cutting heavily into
their incomes-for many an impossible situation already.
Denial of COLAs will result in further hardships an4as noted
a substantial increase in the indigent ranks.
It should be also noted that premiums for SMIs to pay up to
Actual Charges have already increased beyond the means of most
elderly even ;hough they may have savings they need to protedt.
I am not exalt rating when I say that those who are at all
aware of their situation are panic stricken!
Also fewer and fewer insurance companies will even furnish
policies that go beyond Medicare's Reasonable Costs.

MEDICAID AND MEDICARE-the relation here is tnat people who
have worked and saved all their life toward a comfortable
retirement and wto have helped support indigents-many of whom
may be 2nd. and 3rd. generation profeesioraLs, now are being
forced to exhaust their savings and become indigents themseles
to join the ranks of Medicaid-it seems ironic that only yhe
wealthy and very poor can be assured of medical treatment
without complications and delays-the middle class are in
jeopardy.

SUGCESTIONI though I could use moredefinative data, I believe
that a Median Area could be established for 100% Reasonable
Costs for all services; then a percentage factor could be
applied for all other areas on an above or below 100% basis.
A large firm in Los Angeles has been supplying this data
to prlfessional Real Estate Appraisers on a continuing basis
and covering hundreds of categoties. This would be not only
simpler, but less expensive than the present structuring.
This could then be expanded as desired to cover doctor's
years, training and/or experiences if warr-mted, also their
fee structure and class of patients. I do not feel qualified
tego into detail on these aspects. BUT-
SOMETHING MUST BE DONE TO EQUALIZE WHAT BENEFICIARIES RECEIVE
ON A NATIONWIDE BASIS. This should also increase doctor's
acceptance of Assignment, knowing what the Reasonable Costs
would be for each service.Thank you, Ron, for any assistan.
or information you can furnish.

Warm regards,

John A.(Jac )() anley, Member TSLC
Chairman, El Peso Medicare Survey

cc.
AARP Staff
AARP Concerned volunteers
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ATTACHMENT A

AARP

January 10, 1985

CUTS IN SOCIAL SECURITY COST-OF-LIVING ADJUSTMENTS (COLAS):

IMPACT ANALYSIS

At the top of the list to reduce the deficit is social
security, particularly the annual cost-of-living adjustment
(COLA). One of the quickest and largest single cuts that can
be made in federal budget expenditures is to cut COLAs. For
example, reducing the COLA by 3 percentage points (the so-called
"CPI minus 3"option) would save $4.2 billion in 1986 and $30.7
billion over the 1986-88 period. A one-year (1986) freeze would
save $7.4 billion in 1986 and $27.2 billion for the 1986-88

period.

AARP has consistently opposed cuts in COLAs, particularly
because of their impact on the poorest --usually the oldest- -
among the elderly. These low-income groups have the highest
dependency on social security. As illustrated by Chart 1,
those persons with incomes below the 1981 poverty level ($4,399)

depended on social security for over 90% of their income.
Because of this high degree of dependence on social security,
any ..r.uts in the program or reductions in COLAs would have the
harshest impact upon the most vulnerable members of the older
population. It is for thia ieason that the 1985 DRS Study
on the impact of COLA cuts (available from AARP upon request)

indicates that COLA cuts would push an additional 500,416
older persons below poverty in 1986 if a "CPI minus three"
proposal is enacted.

Is social security a "middle-class" entitlement program?

Much has been said about the so-called "middle-class"
entitlements. But, who really benefits most from social security?
Not the wealthy, they draw only a fraction of their income from

social security. Chart 2 illustrates the total income distribution
of aged social security beneficiaries. This chart clearly
demonstrates the high concentration of social security beneficiaries
at the lower end of the income scaly_( in fact, the highest
concentration is in the $4,000 to $7,000 range. The fact is
that those who benefit most from social security are the poorest
and most vulnerable among the older population.

American Auoctown of Retured Persons 1909 K Such. N W Wachinron. D C 20669 (202)01724M
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ATTACHMENT G

AMP

SOCIAL SECURITY/MEDICARE AND DEFICIT REDUCTION

Fact Sheet

01.der Americans have borne the burden of substantial amounts of
budget reductions in the past 4 years.

Table I illustrates already legislated federal reductions in
spending for the aged. Over the course of fiscal years
1982-1985, older persons have been asked to "cough up' almost $26
billion in the name of deficit reduction. The deepest of these
cuts have come in thz form of social security and Medicare
reductions.

Cuts in Medicare, Medicaid and other health programs have
contributed almost $15 billion towards deficit reduction over
this sane period. Older Americans have borne the burden of
reductions in benefits: the Medicare hospital deductible,
physician deducbible, and premiums have all been increased. The
net effect of tnese increases and spiraling health care costs has
meant that in the preceeding five years, the hospital deductible
has doubled; the physician deductible almost doubled; coinsurance
for physician care doubled and excess charges from physicians
tripled.

Over the period 1982-1985, social security and other income
security programs suffered combined reductions of $11.4 billion.
In fact, as a result of the Social Security Amendments of 1983,
and legislated reduucCions in 1981, social security benefits will
have been cut $100 billion between 1982-89.

American Association of' Retired Persons 1909 K Sheet. N W . Washinston. D C 20049 (202) 872 -4700
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REDUCTIONS IN FEDERAL SPENDING FOR THE AGED-
INCOME SECURITY AND HEALTH PROGRAMS

(RSCAL YEARS 4982- 198i)

Cumulative
Reductions

Billions)

1982-19851982

Benefit
Reductions
(In Billions)

1983 1984 1985

Social Security (Function 650) 0.3 1.2 3.5 3 7 8.7

Other Income Security (Function 600) 0 5 0 5 0.6 1.2 2.7

VA Compensation and Pensions (Function 706) 0.1 01 0.1 0.2

Medicoia (Function 57U) 0.6 2.7 39 60 13.2

Other Health Programs (Function 550) 0.3 0.4 0.6 0.3 1.6

Totals: 1.7 4.9 8.7 113 26.4

Benefit Reductions and Recovery Resulting from 1983 Social Security
Amendments: $66.2 Mon

Amp,

'less Mon S50 mIllIon

Columns do not total WO 10 tOunding
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SOCIAL
SECURITY

AS A
PERCENT 50

OF TOTAL
INCOME

SOCIAL SECURIN DEPENDENCY *

872% of Households

915%
IMPPPIRRI

93.2%

721%
ePOPPIPWIMP

582%

399%

504.399 14400 95.500. 119500 112.000.
5,440 IA85 11,919 25,985

INCOME CLASS
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Mr. ROBINSON. Thank you.
We will refrain from the questioning until all the panel has com-

pleted their testimony.
Mr. ROBINSON. Mrs. Sanchez, you will be the next witness.
For my benefit, and the benefit of the record, would you explain

what the El Paso Interreligious Sponsoring Organization is.
Mrs. Gutori-SANcincz. That is exactly what I have in my intro-

duction.
Mr. ROBINSON. OK. Fine.

STATEMENT OF MARGARITA GIRON-SANCHEZ, COCHAIR, EL
PASO INTERRELIGIOUS SPONSORING ORGANIZATION, ACCOM-
PANIED BY SISTER BLANDIN MURPHY, EL PASO INTERRELI-
GIOUS SPONSORING ORGANIZATION, EL PASO, TX

Mrs. GIRON-SANCHEZ. My name is Margarita Giron-Sanchez. I am
cochair of the El Paso Interreligious Sponsoring Organization. We
are a part of the Industrials Area Foundation, with sister organiza-
tions such as Uno of California, Koch of San Antonio, East Brook-
lyn Churches in New York City, and others.

EPISO is a coalition of churches and civic organizations, primari-
ly Hispanic who have traditionally been left out of the political
process.

We represent the poor and the middle class.
One of our primary concerns is indigent health care. We lobbied

our State legislators extensively in Austin, TX, to provide moneys
for health care.

El Paso is a unique city. We have double digit unemployment.
We have many, many elderly. But we also have a young communi-
ty with many single parents. We have 6,700 public housing with
thousands of people eagerly waiting to get m. We have whole
neighborhoods who have no drinking water, no electricity, no gas,
and some of these communities are worse than what you would
find in Mexico.

Last night we had a meeting in one of our neighborhoods. A man
told us a horrible story of four children who suffered of dehydra-
tion because of the lack of potable water and no electricity. We feel
health care is a basic right that all human beings should receive.

This past month my father-in-law suffered a heart attack. He
was in intensive care for 3 days, in the hospital for a total of 7
days, and has been under outpatient care since his release.

The cost was outrageous, and we still have not received all the
bills.

While he was still in the hospital, in his bed, he received a letter
that said that he must pay $400 before he was released.

My father-in-law is 76 years old, receives $442 a month in Social
Security. That meant that he was going to have $42 left that
month.

My in-laws have turned to us for help, and rightly so. Our cul-
ture teaches us that we must take care of our own.

There has to be a safety net where no one fills below. Medicare
and Medicaid should be maintained at its highest level possible be-
cause those who lose out are the elderly, the poor, and the chil-
dren.
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It is easy to become cold and callous when you do budgets, be-
cause all you see is figures, but for every figure you need to see
poor, the elderly, and the children.

We urge you to fight for those in need. We have many, many sto-
ries that we could talk about today, because we work with the
whole city of El Paso.

But to talk a little bit more about her personal experiences, I
would like to turn it over to Sister Blandin.

STATEMENT OF SISTER BLANDIN MURPHY, EL PASO
INTERRELIGIOUS SPONSORING ORGANIZATION, EL PASO, TX

Sister BLANDIN. Representative Ronald Coleman and gentlemen.
My name is Sister Blandin Murphy. I belong to Congregational Sis-
ters. I was past president of the American Association of Retired
Persons of the Lower Valley. I work with Our Lady of Mount
Carmel Catholic Church. I visit the elderly and families at their
homes, and I am an active member of EPISO.

El Paso is a unique city, as you already know. Since you are on
the Congressional Border Caucus, we urge you to make known how
our city hurts. In my area alone, I hear the cry of the poor daily. I
visit the elderly. I hear pathetic problems. Many have to choose be-
tween eating and getting medicine; and choose between going to a
doctor or paying utilities.

When the poor go to a doctor, their problem has gone beyond
control. The doctor's bill is so high. The deductible for Medicare
and other expensive tests are prohibitive for persons living on
Social Security. The result i3 the elderly are hostages, held by the
U.S. Government, who do not seem to understand the frustration
of paying rent, utilities, food, clothing, with a pittance of Social Se-
curity for income.

There is another side to this story. Some people say that those
receiving Medicare or Social Security can afford cutbacks when
they are wealthy. This is not true. Many who are barely hanging
on would be priced below poverty level if Social Security, cost of
living increases are cut, or they would have to pay higher medical
premiums.

It was suggested somewhere that young citizens could take up
some of the slack, if cost of living is cut or Medicare copayments
rise by supporting an elderly relative.

I think that younger Americans who are hardly making enough
for themselves cannot take this responsibility. You must help
them. We elderly are not looking for charity. We have contributed
all our lives for the money we earned as productive citizens. Now,
in our later years, we expect that the promises made by the Gov-
ernment to provide would be fulfilled.

Mr. ROBINSON. Thank you very much.
Our next witness will be Mr. Bill Kennedy.

STATEMENT OF BILL KENNEDY, ADMINISTRATOR, R.E.
THOMASON GENERAL HOSPITAL, EL PASO, TX

Mr. KENNEDY. Thank you very much, sir. I would like to, first of
all, reiterate a little bit of the summary that is included in my
written testimony.
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Also, let me say that, as a member of the community, I share a
lot of same interests as other people on the panel, and those that
have already been spoken to by Mr. Voweil, and by Nancy McDon-
ald.

I would like to address , List of all, from the posi-
tion of, I think, a prof& ional in the care community as
well as the hospital specific, and what we are looking at with re-
gards to hospital financing.

Mr. CommAii. You might give your title, if you would not rry:nd.
Mr. KENNEDY. I am tt 3 executive director of the El Paso County

hospital district and administrator of R.E. Thomason Hospital.
Mr. COLEMAN. Thank you.
Mr. KENNEDY. First, .et me say that Medicare and Medicaid re-

forms should not be approached with the mere purpose of saving
money. The need for the care is there, and it is already establisned,
as you have heard here today. This effort should concern itself with
the effectiveness of its dollar, in order to reduce the rate of in-
crease through a more integrated and comprehensive delivery
system.

The major areas for consideration when addressing this reform
issue can be grouped into two categories, these being hospital spe-
cific and what I consider to be program comprehensive.

Hospital 7pecificlet's talk, first of all, severity of illness. The
story was told a while ago about the person who had pneumonia
and had a cardiac arrest while they were in the hospital.

The current DRG format, as we know it, does not allow for con-
sideration for the degree of illness of a particular patier 't is im-
portant to remember that the DRG mechanism was nev created
to be a reimbursement mechanism; it was created to be a disease
classification system. Therefore, consideration should be given to
those providers with this fact in mind, that this is the utilization of
resources, which has been previously ignored up to this point in
time.

Treatment of teaching costs in a situation of R.E. Thomason Hos-
pital and the situation of a lot of teaching hospitals across the
country. We serve a large share of the elderly and the underin-
sured and the poor.

In El Paso County and our companion hospitals throughout the
State, probably carry something in the neighborhood of 70 percent
of that underinsv red charity care load.

Being a teaching hospital, we have a lot of costs associated with
that, but at the same time we also provide a service to those indi-
gents and to those underinsured people, which we tr would
have much more difficulty accessing the health care system if it
were not for our types of institutions.

The third item under hospital specific is what I consider to be
inconsistent program requirements. Eligibility criteria, reimburse-
ment mechanisms, and audit requirements are just three major dif-
ferences between Medicare and MWicaid Programs. Although each
program has its strong points and its weaknesses, a successful
effort to combine these requirements can only result in savings for
both hospitals and for the Government and for better treatment of
beneficiaries of those programs.
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The other category of program comprehensive has four major
parts: first of all, access to health care.

One of the major concerns that cannot be overlooked is the po-
tential for limiting the access to health care for the elderly. Let us
not forget that Medicare was designed to expand access and health
care to the elderly, and was extremely successful in that regard.
Now, limiting reimbursement, it does reduce costs, but we need to
be certain that we do not deny access that will eventually cause a
larger resource drain in the end.

The treatment of the episode of care. This is specific to the DRG.
But, first of all, the current reimbursement system focuses upon an
acute instance of care. Health care dollars, I feel, could be more
prudently spent by considering the entire episode of care to include
the input into the system and appropriate patient distribution and
maintenance following discharge.

I heard Mr. Vowell speak of the Respite Care Program, and some
of the other programs that are more appropriate than hospital care
or nursing home care. These types of things, I think, would be
much better utilization of our resource dollar.

Maximization of the health care dollaras referenced earlier,
the multiplicity of eligibility requirements, reporting requirements,
reimbursement mechanisms, and monitoring criteria create bur-
densome requirements for both health care facilities and the Gov-
ernment.

Although Medicaid is a Federal program, the implementation
varies from State to State throughout the country.

Surely there could be substantial savings for both sides in con-
solidating many of these functions.

The fourth item is physician participation in PPS. The major
purchaser of the health care dollar is the physician. He has control
over the admission and the utilization of services while the patient
is in the hospital, and he ultimately accepts responsibility for the
treatment provided.

To continue the practice of reimbursing physicians by a different
methodology serves to establish a potential conflict within the
health care community which may cost hospitals, physicians, and
th , Government far more than the savings that we are currently
seeing.

I have four recommendations, be these very general and very
comprehe naive.

My first recommendation would be that we adjust the DRG
mechanism to allow for severity of illness.

I do not think reimbursement through DRG's is neceesari'y the
No. 1 problem with a current Medicare Program; but I feel like
that this adjustment of the DRG would allow hospital providers
and health care providers a much more fair and much more objec-
tive way to look at the resource dollars that are being expended.

Second, I think that we should combine the data requirements
among the Federal programs.

I agree with Mr. Vowell. I think we could do a much better job
in Texas than is done at the Federal Government level.

But either direction, I think that there could be great savings
and efficiencies borne and a lot less problems on the beneficiaries
of those programs if they were indeed combined.
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Third, treat an episode of care and not just the acute circum-
stance, which I have already explained.

And, fourth, to include physician reimbursement under PPS.
There are several different approaches to physician reimburse-

ment, and I am not necesarily a proponent of any one of those; but
I think that it is important that we align the physicians' financial
incentive along with the hospital and health care provider and the
health care facility incentives.

Also, extemporaneously, I would like to talk to three other
issues.

First of all, from the hospital specific standpoint, from the Tho-
mason General Hospital standpoint, about 60 pervert of our operat-
ing expenditure comes from money that we generate through pa-
tient revenues.

About the same time, 40 percent of our services are provided
through ad valorem taxes in the county. It is fair to sayit is ap-
propriate to say that any reduction in that funding, that 60 percent
woula result in one of two things: Either we reduce the service
from our standpoint, or our having to look to the county taxpayer
to help assist further in their obligations to delivery health care.

Medicare /Medicaid represents about 17 percent of our gross pa-
tient billings. However, that 17 percent translates to somewhere in
the neighborhood of 60 or 65 percent of the actual revenue that the
hospital operates on.

So, you can see from our standpoint and our ability to deliver
care in the community, Medicare and Medicaid funds provide very
important resource base to us.

With regard to access, we may as well acknowledge the fact that
health care in the United States is a major business; and major
businesses do not run and do not continue if they give away their
services for free.

I think that any type of Medicare and Medicaid reforms has to
look at that very specific title to make sure that a business, be it a
public hospital or be it a private hospital is being reimbursed for a
fair share of the actual operational costs that are being borne by
that hospital in treating one of that program's beneficianes.

One of the questions that I was asked to address was that of
early discharge from hospitals and the type of pressures that are
on hospitals and physicians to get Medicare and Medicaid patients
out earlier, because of the new DRG requirements.

First, let me say that in the majority of the hospitals, I would
imagine that what we see under DRG's is merely an enhancement
of the old utilization review techniques.

But I have to say that we have gotten much better at it. We have
gotten much more efficient at it, in reviewing actual care that has
been delivered in hospitals.

Here again, the decision to discharge is a medical decision borne
by the physician. At our particular hospital, we make physicians
aware of tae information, and we make physicians aware of finan-
cial circumstances, but that is a medical decision to be borne by
them.

I am more concerned about physicians in the hospitals being put
into a situation where they are faced with mounting litigation, and
they are faced with potential conflict among themselves.

t
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I am concerned about the effect that that is going to have on the
health care community and the delivery system.

At the same time that very concern goes down to the benefici-
aries of those programs and the treatment which they received,
and, if nothing more, the perception of their presence in the very
hospitalwhy they are there and whether or not their treatment
is appropriate.

I think a realigning of those incentives between the hospitals and
the physicians and the programs and the beneficiary, I think, are
going to be necessary for the Medicare/Medicaid reforms to be both
effective and widely accepted.

Thank you.
Mr. ROBINSON. Thank you.
Mr. COLEMAN. Thank you.
[The prepared statement of Mr. Kennedy follows:]

PREPARED STATEMENT OF BILL KENNEDY, ADMINISTRATOR, R.E. THOMASON GENERAL
HosPrrAL, Ex. PASO, TX

Members of the Committee, Medicare and Medicaid reform should not be ap-
proached with the purpose of saving money. The need for care is there and already
established. This effort should concern itself with the effectiveness of its dollar in
order to reduce the rate of increase through a more integrated and comprehensive
approach.

SUMMARY

The major areas for consideration when addressing Medicare/Medicaid reforms
can be grouped into two categorieshospital specific and program comprehensive.

Hospital specific
1. Severity of illness.The current DRG format does not allow for consideration

for the degree of illness of the patient. It is important to remember that the DRG
mechanism was not established initially as a reimbursement mechanism; therefore,
consideration should be given to providers for this important factor in resource utili-
zation that has been previously ignored.

2. Treatment of teaching costs.Many teaching hospitals such as Thomas General
provide a disproportionate share of their services to the underinsured and the elder-
ly. It is imperative that fair and appropriate consideration be given to the educa-
tional costs, both direct and indirect, to insure the adequate funding of these pro-
grams.

3. Inconsistent program requirements.Eligibility criteria, reimbursement mecha-
nism and audit requirements, are just three of the major differences between the
Medicare and Medicaid programs. Although each program has its strong and weak
points, a successful effort to combine these requirements could only result in sav-
ings for both hospitals and the government.

Comprehensive

1. Access to health careOne of the major concerns that cannot be overlooked is
the potential for limiting the access to health care for the elderly. Let us not forget
that Medicare was designed to expand that access and was extremely successful in
that regard. Limiting reimbursement does reduce costa, but we need to be certain
we are not denying access that will eventually cause an even larger resource drain.

2 Episode of care.The current reimbursement system focuses upon an acute in-
stance of care. Health care dollars could be more prudently spend by considering
the entire episode of care to irclude input into the system an appropriate patient
distribution and maintenance following discharge from the hospital.

3 Maximization of each health care dollar.As referenced earlier, the 'multiplici-
ty of eligibility requirements, reporting requirements, reimbursement mechanisms,
and monitoring criteria create burdensome requirements for both health care facili-
ties and the government. Although Medicaid is a federal program, the implementa-
tion varies from state to state throughout the country. Surely there could be sub-
stantial savings for both sides in consolidating many of these functions.

40



37

4. Physician participation in PPS.The major purchaser of the health care dollar
is the physlcian. He has control over admission and utilization of services and ac-
cepts responsibility for the treatment provided.

To continue the practice of reimbursing physicians by a different methodology
serves to establish potential conflict within healthcare community that may cost
hospitals, physicians, and the government for more than the savings that are cur-
reutly being produced.

RECOMMENDATIONS

1. Adjust DRGs to allow for severity of illness.
2. Combine data requirements among federal programs.
3. Treat an episode of care and not just the acute circumstance.
4. Include physician reimbursement under PPS.
In view of the perceived significant impact on Thomason General Hospital, I

wnuld like to Jxpand briefly on two of the aforemention,A items.

AMEN TO NURSING HOME CARE

R.E. Thomason General Hospital has, for many years, been a chief source of
health care for the residents o; El Paso County. As a public general hospital created
by state statute in 1959 and given a source of funding through hospital district prop-
erty taxes, the 22-bed acute care hospital is charged with the responsibility for pro-
viding medical care to the reel '1ntz of El Paso County. Asa major prmider for
health care in El Paso County, .nomaocn is reimbursed for services rendered to pa-
tients through Medicare, Medicaid, ad valorem taxes, private insurance, and self
payment.

The Hospital has been affiliated with the Texas Tech University School of Medi-
cine (TTUSM) since 1973 and serves as the primary teaching Hospital for TTUSM's
Regional Academic Health Center in El Paso.

As a major provider for health care in El Paso County, care rendered to Thoma-
son's patients is often dependent upon services provided by other institutions, such
as nursing home care. Nursing hones throughout El Paso have played an important
role in providing for the continuity of care needed by many of Thomason's patients.
However, comprehensive integration of acute care and chronic care services to pro-
vide an effective and efficient health care delivery system does not exist in El Paso.
This lack of a comprehensive 'nitiative is due priv arily to a shortage of Skilled
Nursing Beds in tl-,e El Paso area.

Nursing homes currently are reitr hurried on a cost-basis subject to limits. The cast
reports required for payment are burdensome and discourage .nary low-volume
nursing homes from accepting Medicare patient. The vast majority of certified
skilled nursing facilities (SNF) provide very few Medicare patient days.' Additional-
ly, many investor-owned nursing home systems are moving away from Medicare
and Medicaid patients and moving to private pay patients. Many inveetor-owned
chains are waking up to the fact that Medicare 'nd Medicaid will always be "sus-
ceptible" to political whims and budget restrictior -4o longer will Medicare and
Medicaid provide the steady revenue bases of the r

Thomason has experienced difficulty in placir .ose patients needing skilled
nursing care. If nursing home providers refuse tr die Medicare patients, hospitals
could face n backlog of patients who are in need of extended care. Hospitals nation
wide already have had trouble placing Medicare patients in nursing homes. Nursing
home facilities are unwilling to take low Medicare payment for patients who gener
ally r- iuire extensive medical care.3

Without the ability to appropriately place patients needing skilled nursing care,
many acute care incilities will be "caught" pouring resources into custodial care for
those patients. In Thomason's case, tax dollars are spent on these patients 'n an
acute hospital environment when extended care is more appropriate and economi-
cal.

With the Federal Government looking to cut healthcare funding, any type of re-
imbursement reform should consider the impact of large cuts in nursi 1g home pay-
ments. The government can't cut nursing home payments by large amount; without
endangering its efforts to shorten Medicare patients' length of stay in hoioitals.' If
payments to nursing homes are cut too much, nursing homes may stop a.zepting
Medicare and Medicaid patients, and the patient will end up in acute care facilities.

Footnotes at end of article
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Reimbursement ri-orm should enhance the development of a more effective and
efficient long-term care delivery system by encouraging integration of actute and
cnronic care services.*

PHYSICIAN REIMBURSEMENT

In FY 1984, Medicare spending for physicians' services was 14.9 billion or $511
per enrollee. Spending for physicians' services is the second largest component (after
hospitals) of total Medicare outlays, and in FY 1984 accounted for 24...) percent of
program expenditures As central decision makers in the health care system, physi-
cians influence over 70 percent of all health care spending." The physicians' impact
on program spending therefore extends beyond the reimbIrsements they receive
themselves.

Medicare expenditures for physicians' services is projected to grow at annual
rates in excess of 11 percent between FY 1986 and 1990.5 The expected increase in
the supply of physicians may spur competition, slowing the rate of growth in pro-
gram spending. However, because the physician is the "primary consumer" in the
health care system and can generate demand for their services and receive payment
through open-ended reimbursement systems, the supply increase may result in
higher utilization of health care services.

The Medicare physician payment system has achieved the primary goal of the
programto provide beneficiaries with access to quality health care services. At
present, over 29 million beneficiaries are covered by the program and most physi-
cians treat some Medicare patient. However, the Medicare physician reimburse-
ment system has not escaped criticsun with regard to both payment and participa-tion policies.

The existing Medicare payment system is confusing for both beneficiaries and
physicians. Many times, neither knows how much Medicare will pay until the carri-
er actually pays the bill. In addition, Medicare's physician payment system is infla-
tionary in terms of both the price and quantity of service. Ths- Medicare payment
system maintains the relative price patterns that exist in the market for physicians'
services. These patterns represent what some believe to be payment imbalances,
given actual resource costs. For example, they tend to favor specialists over pner-

;vs; urban areas over rural areas; inpatient treatment over ambulatory care; and
wagnostic, laboratory, radiology, and surgical procedures over primary care.

The Medicare participation physician system does reduce beneficiary confusionwith regard to which physicians always accept assignment. However, for those non-
participating physicians, beneficiaries may still not understand why physicians
accept assignment for some patients or services but not for others. Physician accept-
ance of assignment varies in several areas, resulting in variable Medicare financial
protection for beneficiaries. In FY 1984, assignment was accept on 56.7 percent of
claims, but the rates varied across states from a low 23 percent in South Dakota to
a high of 86 percent in Rhode bland.

An inpatient physician ?PS using diagnosis misled groups (DRGs) would set pro-
spective payments for thr package of physicians' services associated with each of the467 hospital DRGs. The purpose of an inpatient physician DRG system would be to
give the physician incentives to practice efficiently and to eliminate marginal proce-
duzcli. If physicians could not bill for amounts in excess of the package price, they
would be at risk for the costa of services provided to treat a case and, therefore,
would have direct financial incentives to coordinate the physician resources used
within the patient stay. This aligning of reimbursement mcentives for physicians
and hospitals would lead to efficiencies in the provision of services.

Inpatient physician DRGs could make Medicare spending for inpatient physicians'
services more predictable, and provide a way to achieve savings by limiting the rateof increase in package ices. With regards to .eayment in an inpatient physician
DRG system, the -..itending physician could receive payment and would assume re-
sponsibility for the case, obtain services from other physicians as needed, pay those
physicians, and hear *Le financial risk for the costs of the case.

An inpatient DRa system could be structured either to allow or not allow physi-
cnns to bill patients for amounts in excess of the package price. If assignment were
made mandatory with no extra billing, physicians would have incentives to provide
services efficiently and beneficiaries would have strong financial protection. Tnis ap-
proach would parallel the mandatory assignment policy forhospitals under PPS.

The inefficiencies in the existing Medicare physician payment and participation
system coupled with their impact on the federal budget deficit should make physi-
cian Medicare reform a top priority.
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Mr. COLEMAN. Mr. Chairman, I would want to thank everyone
who came to participate today because I think it is important that
we begin to discuss the problems.

I am interested m terms of one of the statements that Ms. Bogas
made, I think it is very important to make certain that there was
no misunderstanding thatof course, Medicare does not cover long-
t3rm care.

We think that somet.r.les many people misunderstand that. I did
not want anyone here to leave with any misunderstanding of that
kind.

I was wondering, Ms. Bogas, if you wcIld provide for the record
later rather than at a public testimony, but I was very interested
in terms of what your out-of-pocket hospital bills are in your situa-
tion. You might want to accumulate those, add those up, and send
them along to me personally or to the committee, because I am
concerned with the rising Medicare deductibles and copayments,
and what effect that is having.

I think we can use specific cases and actual facts then--.
Ms. Boc . I will get you specifics.
Mr. COLEMAN. Well, thank you very much, Ms. Bogas, I appreci-

ate that.
I would like to also, for Mrs. Giron-Sanchez. if she would, to give

us maybe some of her experience in terms of working in the com-
munity, and I am very interested in knowing what the impact is of
the reduction that we see in terms of social programs and mone-
tary capability for delivery of those social programs, for the elder-
ly.

And I was wondering if you could describe a difference that you
have seen before and after those reductions, if any; and what your
views are with respect to it.

Mrs. GIRON-SANCHEZ. Well, some of the ones that we have been
able to witness is not only with the elderly but the young children.
Specifically, with those who are entering school at, let's say, 4 year
olds, like the Head Start Program.

A lot of those children have never been to a doctor; the families
have never been to a doctor; so that means that their costs are
going to be a lot higher.

The elderly are very close to our hearts because we have seen
many, many people that we are working with, especially with the
housing proiorts, that have not gone to see the doctor because they
do not havewell, they have to decide whether they are going to
buy food or pay medical bills.
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Some of them have had to buy a lct of medication, and I know of
one instance where one lady did spend close to $400 within a 2-
month period.

So that puts a big burdenand I think they have to make a deci-
sion whether they do eat or go to the doctor.

Mr. COLEMAN. Mr. Dan ley, I would like to ask you specifically
you mentioned those problems with the DRG, and we have had
some recent Senate hearings in the Congress with respect to that,
and I think the quote that was given as a result of those hearings
was that patients are being released "sooner and sicker."

Hospital stays have been reduced, they say, overall from 9 to 7
days, and I was wondering whether you can give us your views
about what changes could be made. I would also like to ask the
entire panel.

It seems to me that what we are really askingand I would like
your specific thoughts on the matteris, Where do we go from
here?

When we talk about making changes, do we continue to make
small changes as we go along, to try to keep up with what we know
is a severe chronic national problem in terms of health care, or do
we talk about painting with a broad brush and a bold stroke some
new system entirely?

I ask the question because there are between 20 and 30 million
American people who have no health insurance. There are another
20 million or so who are underinsured. That results from many
people having too little money to afford insurance even if it were
available. The problem is access to health care since most of the
uninsuredand underinsureddo not have access to reasonably-
priced health insurance.

So, the question is: Who takes the responsibility? Is it, indeed,
the Federal Government?

I have learned something from past elections nationally. I hope
we all have. I think that we have got to be forthright with the
American people and ask the right questions.

Whose responsibility is it? Is it the employer? the States? the
Federal Government? Some combination of thosJ with insurance
companies?

I think it is right that we ask the questions, and I would hope
that in alluding to the problems that we are talking about that 7ou
would feel free to comment on that subject. i think it is very im-
portant, and I did ask_you

Mr. DANLEY. Could just briefly--
Mr. COLEMAN. Yes, sir, Mr. Dan ley, I did ask you.
Mr. DANLEY. I think the intent of DRG is fine. I know the intent,

and it was to curtail runaway cuarges, and that is great.
I think the only corrective action would be when it btacomes nec-

essary to switch to Medicaid; do it on the basis of monthly income
rather than wiping out the savings unless they have a lot of say-
;ngs, but people who have a lot of savings are going to have a good
inonthly income because they are getting interest.

I think that is the practical approach, bt.t I would not recom-
mend doing away with DRG. I think the intent is great.

Mr. COLEMAN. I agree.
Mr. DANLEY. But the peer review operation is another thing.
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Mr. COLEMAN. Anyone else? I hope you will think along those
lines with me for just a minute.

I wit' yield back to you, Mr. Chairman, if you have questions.
Mr. Rosirisori. I would like to also make the point that we would

welcome any written testimony that you might have or you might
think of, that you can leave or forward it to Congressman Cole-
man's office, and we will make sure it is added to the record.

I would like to ask each of you collectively to think about this.
You might want to respond in writing to Congressman Coleman.

One of the basic problems I see with Medicare down the road is--
and I know we are having big problems with it now in that by
some projections, by the year 1990, it will be $300 billion in the red.

Aside from the financial burden that it seems to cause all of us,
in my opinion in many years, we need to increase the benefits that
one receives in Medicare.

For example, long-term care. To the dismay of many, Medicare
does not cover long-term care and nursing facilities. Many of our
workers work all their life, and they think when they retire some-
thing happens then that Medicare will come in and pay for that,
and we knowand you talk about those that have saved all of
their lives, and it either does one or two thingsit turns people
into law violators in that they will circumvent the law by giving
their money away, and then calling upon Medicaid to pay for it.

I would like each of you to think about it. Should we expand the
benefits at a time that we are trying to save money or salvage the
system, for example, into long-term care, prescription drugs, pre-
ventive health services, eyeglasses, dental care, and the like, along
those lines?

I would like to ask you to be honest with us. We would have to
pay for that through additional revenues. And my point is, where
do we get the money? Cigarette excise tax? minimum corporate
tax? payroll tax? general revenues? premiums? whatever?

And I would like you to think about that. No. 1, should wewe
know we must salvage the Medicare system. I know that You
know that in good conscience. I could not look you in the eye and
tell you that Ron and I would not work to do that.

But also I think we need to look at the long term. We need to
increase the benefits in many areas, and also we need to come up
with a way to shore up the funding of Medicare. So, I would just
like to close by thanking you, each of you, and asking you to please
submit any comments that you might have to Congressman Cole-
man.

Thank you.
Mr. COLEMAN. Thank you.
Thank you, Mr. Kennedy. I appreciate it, Mrs. Bops. Thank you

all for being here. I am very appreciative of that.
The next witness will be Mary Polk, and while she is coming for-

ward, I would like to remind those of you in the audience that at
the conclusion of her testimony, we will allow any of you that
would like to make a statement to come forward to the mike.

I would just ask you to do it in a orderly fashion. It will be part
of the record.

At this time, we will hear from Mary Polk.
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STATEMENT OF MARY POLK, EXECUTIVE ASSISTANT, TEXAS
DEPARTMENT OF HUMAN RESOURCES

Ms. POLK. Thank you.
I am Mary Polk, executive assistant to the Commissioner of the

Department of Human Resources, and the Chairman of our Board
does send his regrets. He had planned to be here, but he could not
do that. So, I have substituted for him.

Mr. COLEMAN. I would like to crimment for the rec for the
Committee also, Mr. Livingston Kosberg was sch _ at our
original hearing that we had to move to this point in time, and I
will say, though that I think compared to Livingston Kosberg we
are much more fortunate in having a former colleague in the State
Legislature, Mary Polk with us.

Mr. RomsoN. You may continue.
Ms. Pons. Thank you for the opportunity to testify on an issue

that could adversely affect the lives of thousands of disadvantages
Texas citizens. Let me assure you, gentlemen, a decrease in Medic-
aid funding would do just that. And Texans would be one of the
great losers.

Impoverished residents of those other southern states that have
also shared our conservative approachand I believe Arkansas is
one of those statesthat has shared our conservative approach to
health care services would also be penalized. However, because of
several significant factors, Texans stand to lose more than others.

First, we are the third most populous State, yet we account for a
very small percentage of Federal Medicaid expenditures. In fact,
only 3.9 percent in fiscal year 1985, compared to a whopping 18.3
percent for New York. Incidentally, our population is expanding at
a rate considerably above the national average, and we are project-
ed to surpass New York in total population before the end of the
decade.

Those segments of the Texas population that are most likely to
qualify for Medicaid servicesthe children and the elderlyare
growing at a phenomenal rate.

In fact, Texans age 75 and older grew almost 44 percent from
1970 until 1980. During this decade, projections indicate that the
State's elderly population, age 65 and older, will increase by almost
38 percent.

A decrease in funding that does not take into consideration popu-
lation changes would certainly unfairly penalize this state and
other rapidly growing states.

To further impact the issue, Texas has a larger poverty popula-
tion than most other stittes. Yet, we serve a smaller percentage of
the needy. Next year, an estimated 3 million Texans-18 percent of
the total populationwill live below poverty. More than two thirds
will either be young, elderly, or disabled. The majority of them will
not receive Medicaid in this State.

Our Medicaid Program only serves about 25 percent of those
living below the poverty level. The national average is 54 percent,
and some States provide services to a far greater percentage. In
California, for example, 97 percent of those living below poverty re-
ceive Medicaid benefits.
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An arbitrarily imposed freeze on Federal Medicaid funds would,
in effect, reward those States that have been very "big spenders,"
and at the same time penalize States like Texas that have con-
tained costs and restricted program growth.

This year, the Texas Department of Human Resources expects to
spend about $1.5 billion on Medicaid. The State of New York will
spend about $8.1 billion.

What is even more astounding is that in Texas, title 19 Medicaid
dollars account for th3 majority of all Federal funding we receive.
That is about 67 percent.

Texas is already suffering from a continuing decline in Federal
participation. The Federal Medicaid match for fiscal year 1985 is at
54 percent compared to 63 percent just 10 years ago.

When you compare the Federal taxes paid in Texas to Federal
grants received, Texas is the biggest loser. In fiscal year 1984,
Texans paid $1.61 in taxes for every Federal dollar that we re-
ceived. This is the third year that we have had that dubious honor.

In 1981, more than 61 percent of the department budget was fed-
eral dollars. That is expected to decrease to about 54 percent in
1986. The Medicaid Program, like many other social services, is a
heavy drain on an already strained State budget.

Within the past year our department has made significant
progress in extending health coverages for needy Texans. In Octo-
ber, we added Medicaid coverage for certain pregnant women and
children in two-parent households. Then, in January, a "medically
needy" program was added to further expand services. It is esti-
mated that an additional 25,000 children and pregnant women will
be served this fiscal year.

As a State, we are finally becoming less restrictive in health care
benefits, but we are doing it in a businesslike manner, by develop-
ing cost-effective and efficient service. We have been able to
expand our coverage and still contain costs. We are still far from
extravagant, though.

Texas actually ranks 45th nationally in per capita Federal Med-
icaid expenditures. In 1983 New York, once again, spent more than
$3.5 billion on medically needy program alore; Texas spent noth-
ing. Then, that same year, New York spent about $481 million in
Medicaid funds for mental health patients; Texas spent nothing.

It is also conceivable that a cap would require us to change our
State's income eligibility requirements, and thus we would serve
fewer people.

Congress has apparently seen the folly of such a move, and early
last month with the strong support of our own good Texas Congres-
sional delegation strongly defeated a proposed Medicaid cap. But
the budget battle is far from over. It is imperative that we continue
with our efforts to inform our lawmakers and their constituents of
the folly of such a move. There are far easier ways to contain costs
than imposing a Federal Medicaid cap. States should be given in-
centives to contain medical costs through a wide variety of efforts
that best fit their individual programs.

I am speaking from experience when I say that administrative
cost containment measures work. As Representative Vowell stated,
in 1981, our Department's health care costs increased by 14 per-

.
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cent, and through innovative initiatives, we reduced those in-
creases to about 4 percent last year.

We saved about $34 million in Medicaid-related services through
the use of third-party resources. Through our "recipient lock-in"
program, we saved an additional $4 million. By establishing a mini-
mum allowable cost for drugs and promoting the use of generic
drugs, we expect to save about $4 million this year.

These are just a few examples of how States can save money.
The options are r_iany. By allowing States to develop their own cost
containment procedures, Congress can reduce Federal Medicaid ex-
penditures while maintaining needed services. It is essential that
regardless of their State of residence that the poor be guaranteed a
basic level of protection.

Mr. ROBINSON. Thank you.
[The prepared statement of Ms. Polk follows:]

PREPARED STATEMENT OF MARY POLK, EXECUTIVE ASSISTANT, TEXAS DEPARTMENT OF
HUMAN RESOURCES

Thank you for the opportunity to testify on an issue that couid adversely affect
the lives of thousands of disadvantaged Texas citizens. Let me assure you, gentle-
man, the proposed "cap" on Medicaid spending would do just that. And Texans
would not be the only ones to suffer.

Impoverished residents of those ether southern states tt share our traditionally
conservative approach to health care services would also I.." penalized. However, be-
cause of several significant factors, Texans stand to lose more than most.

First and foremost, we are already the third most populous state, yet we account
for an almost paltry percentage of federal Medicaid expenditures-3.9 percent in FY
1985, compared to a whopping 18.3 percent for New York. Incidentally, our popula-
tion is expanding at a rate considerably above the national average, and we are pro-
jected to Surpass New York in total population before the end of the decade.

Those segments of the Texas population that are most likely to qualify for Medic-
aid servicesthe children and the elderlyare growing at a phenomenal rate.

In fact, Texans age 75 and older grew nearly 44 percent from 1970 to 1980. Texans
between the ages of 65 and 75 and the adult disabled population have increased
almost as rapidly. During this decade, projections indicate that the state's elderly
population aged 65 and older will increase by almost 38 percent.

A "cap" that doesn't take population changes into account would unfairly penal-
ize rapidly growing states like Texas.

To further impact the issue, Texas has a larger poverty population than most
other states, yet we serve a smaller percentage of the needy. Next year, an estimat-
ed three million Texans-18 percent of the total populationwill live below pover-
ty. More than two-thirds will be either young, elderly, or disabled. The majority of
them will not receive Medicaid benefits.

Our Medicaid program only serves about 25 percent of those living below the pov-
erty level. The national average is 54 percent and some states provide services to a
far greater percentage. In California, for example, 97 percent of those living below
poverty receive Medicaid benefits. In New York, it's 79 percent, and in Pennsylva-
nia-68 percent.

An arbitrarily impose freeze on federal Medicaid funds would in effect reward
those states that have historically been "big spenders," and at the same time penal-
ize states like Texas that have contained cost and restricted program growth.

This year, the Texas Department of Human Resources expects to spend about $1.5
billion on Medicaid services. The state of New York will spend about $8.1 billion.

What's even more astounding is that in Texas, Title 19 Medicaid dollars account
for the majority of all funding that comes from the federal governmentabout 67
percent. A cap on Medicaid would freeze up our largest federal funding source and
severely restrict our efforts to provide healthcare services to the needy.

Texas is already suffering from the continuing decline in federal participation.
The federal Medicaid match for FY 1985 is at 54 percent compared to 63 percent ten
years ago. Unfortunately, this kind of cutback in federal participation is not unique
to the Medicaid program.
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When you compare the states' tax burdens to federal grants and aid received,
Texas is the biggest loser. Iii FFY 1984, Texans paid $1.61 in taxes for every federal
dollar received. This is the third year that we have had that dubious honor.

In FY 1981, more than 61 percent of the department budget was federal dollars.
flu a expected to decrease to about 54 percent in FY 1986. The Medicaid program,
like so many other social services, is a heavy burden to an already strained state
budget. Fortunately, our elected officials recognize the critical need for such pro-
grama and support our efforts to provide them.

Our board's recent efforts to expand coverage to additional needy populations had
the backing of both state and federal lawmakers. Congress lifted restrictions on
state Medicaid spending, and state legislators authorized the funds.

As a result, within the past year our department has made significant progress in
extending health coverage for needy Texans. In October, we added Medicaid cover-
age to certain pregnant women and children in two-parent households. Then, in
Je-uary a "medically needy" program was added to further extend services by rais-
ing the program's income limits. Through these efforts we expect to serve an addi-
tional 25,000 pregnant women and children this fiscal year.

As a state, we are finally becoming lees restrictive in our health care benefits, but
we are doing it in businesslike manner. By developing cost-effective and efficient
service delivery systems, we have been able to expand coverage and still contain
costa. We are still far from extravagant in our services, and we have a lot of catch-
ing up to do.

Texas ranks 45th uadonally in per capita federal Medicaid expenditures*. Our
$48.80 per person expenditure is sigiificantly lower than the $82.76 national aver-
age.

In FFY 1983, New York spent more than $3.5 billion on the medically needy pro-
gram alone. Texas spent nothing. That same year, New York spent more than $481
million in Medicaid funds for mental health patients. Texas spent nothing.

In fact, of the 10 most populous states, Texas is the only one without Medicaid
coverage for the mentally ill. We are nob" studying the possibilities of extending cov-
erage to that population. A federal cap an Medicaid would not only eliminate that
option, but it would alto jeopardize the few optional services that we recently added.
The cap would, in effea, lock in past inequities.

It is also conceivable that a cap could require us to chr.nge the state's income eli-
gibility requirements and thus serve fewer needy people.

Right now, more than 43 percent of the elderly Texans live below the provei y
level Less than one-third receive Medicaid services. Only those who meet the re-
source requirements and have a monthly income of about $631 qualify. When you
consider that the maximum allowable is about $984, you reelize how conservative
Texas has been.

Our intention is to raise the monthly income cap to about $670 so more of the
state's low-income elderly will qualify. Our state Legislature hl.3 approved raising
the income eligibility cap, but has not included additional funding for the re sultir
increased caseload. A freeze on federal matching funds would force us to retain ex-
isting eligibility requirements or possibly even lower the maximum monthly income
allowed

Congi 18 has apparently seen the folly of such a move and early this month
soundly defeated the proposed cap on Medicaid spending. The strong support from
the Texas congressional delegation was crucial.

But the budget battle is far from over. It is imperative that we continue with our
efforts to inform our lawmakers and their constituents of the folly of such a move.
There are far better ways to contain costs than by imposing a federal Medicaid cap.

iStates should be given incentives to contain medical coots through a wide variety
of efforts that best fit their individual programs. I'm speaking from experience
when I say administrative cost-containment measures work. In 1981, our depart-
ment's health care cost increases exceeded 14 percent. Through innovative initia-
tives, we reduced increases to approximately 4 percent last year.

We saved the state nearly $34 million in Medicaid-related services through the
use of third-party resources. Through our recipient "lock-in" program, we saved an
additional $4 million. By establishing a maximum allowable cost for drugs and pro-
moting the use of generic drugs, we expect to save more than $4 million.

These are just a few examples of recent cost savings. If given greater flexibility in
other areas, states could further reduce health care costa.

By taking advantage of changes in the delivery of medical services and restructur-
ing optional programs that become cost prohibitive, states could cut spending. Other
possibilities include implementing co-pay options and limiting a patient's freedom of
choice in obtaining certain health services.
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The options are many. By allowing states to develop their own cost-containment
procedures, Congress can reduce federal Medicaid expenditures while maintaining
needed services. It is essential that, regardless of their state of residence, the poor
be guaranteed a basic level of protection.

Thank you.

Mr. ROBINSON. Mr. Coleman.
Mr. COLEMAN. Thank you.
I understand that the Health and Human Services Department

has given our State, Texas, a Medicaid waiver. It allows Texas to
expand the home health care program instead of having to place
the elderly in nursing homes.

I was wondering if you could give me, or give us some of your
input about how that demonstration project is working, or has
worked.

Ms. POLK. Weli, I think, Congressman Coleman, if you will re-
member when you were in the Legislature, we did away with level
2 of care, and we grandfathered those level 2we got a waiver to
grandfather those level 2 people that ran nursing homes into the
nursing home, so that we could determine the people that could ac-
tually stay at home and receive that home care.

That has worked very well in this State. We have kept our nurs-
ing home population down, we have increased the number of those
people that received the home health services, and what the waiver
that you just mentioned world do would allow us to do that even
more, to increase that more because we believe that those people
that are able to stay at home can better be taken care of by giving
them some home services that they need.

And those then that do need the nursing home can be put in the
nursing home.

I guess one thing that has bothered uswe are about to lose that
waiver that allowed us to grandfather in the level 2 care people
and even though they have been in the nursing home, I suppose it
has been about 12 years now, I think, and they are still at level 2
eligibility determination; and those will all have to be paid for with
State money unless we can address that in some other way.

Mr. COLMAN. That is an issue that I am sure that Nancy
McDonald is totally aware of. We had an interesting meeting earh-
er this year in Austin on the health care subject, and I hope that
the three of usJack, the four of us, can continue to communicate
on this issue because I think it is wrong.

As you pointed out, when the Medicaid cutwhen the cap was
proposed, all it did was punish the States that were doing the best
job of administering the health care programs.

For heaven's sakes, we will have incentives for that, not punish-
ment for it, and so I appreciate your remarks, and I appreciate
your testifying today.

Thank you, Mr. Chairman.
Mr. ROBINBON. Thank you. This concludes the portion of our

hearing in which we have had various individuals testifythree
panels.

At this point in the hearing, any person wishing to make a com-
ment or a statement, please come forward to the mike.

Mr. COLEMAN. Let me just say anybody, anybody can make a
statement. The reason we did not just get up and end the hearing
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right now was so that if any of you did have any comments or
statements that you would like to put into the record you could feel
free to come up to the microphone and make any statements.

If you think that we have not covered all the subjects, you are
right. We know in the timeframe we had allotted and because of
airline schedules and other things, for members of the committee,
we could not get everything said and done; but I hope that all of
you will feel absolutely free to send comments to me in writing.

I will make sure they are part of the record, if you do not care to
make a statement today. Maybe we have in your own mind gener-
ated some new ideas, some thoughts, something maybe you had for-
gotten that has been a problem with you or your family, your par-
ents, or your children. I would hope that if you would let us know
those things. We need to make sure that the committee has input
from our community.

The statistics that were presented by our State legislators and
those who have testified, I think, arP very dramatic, and very tell-
ing.

And so, I hope that if you have those comments and do not care
to make them here today, that you will certainly send them along
to me or my staff, or drop them by the office right down here at
the Federal Building, or the Federal Courthouse, where my office is
on the first floor.

I would like to thank all of you that have come, and extend spe-
cial thanks to Tommy Robinson, as well as Mike Synar, and let
them know how much we appreciate their coming out here in the
friendly city of El Paso.

Mr. ROBINSON. Thank you. If there is no further business, this
concludes the hearing by the Select Committee on Aging.

Thank you for attending.
Mr. COLEMAN. Thank you.
[Whereupon, at 4:24 p.m., the hearing was adjourned.]
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APPENDIX

AARP,
El Paso, TX, July 3 1985.

Subject: House Select Committee on Aging Medicare/Medicaid Hearings.
Hon. RONALD COLEMAN,
U.S. Representative, Texas, Washington, DC

MY DEAR CONGRESSMAN: This is in response to your invitation to attendees at the
July 2 El Paso hearing to file statements.

I would like to direct the Committee's attention to an important aspect of Medi-
care reform introduced at the hearing by my AARP colleague, Jack Dan ley. This is
his finding that "reasonable cost" determinations under Part B vary throughout the
50 states, as does the formula on which such determinations are made by the carri-
er in each state, although premiums paid by Part B beneficiaries are uniform na-
tionwide. Furthermore, these "reasonable costs" are not known in advance by either
the doctor or the patient so that serious financial shocks to either the assignment-
accepting physician and/or the patient can be suffered.

In addition to the obvious unfairness and inequity of this situation, the accessibil-
ity and affordability of health care, which is the subject of the Committea's atten-
tion, is affected. Those older people in the lower half of what we might call the
middle income brackets cannot afford to cover these potentially large "Medigape"
through private insurance and are thus forced to live in jeopardy of having their
retirement income and life savings wiped out. It is proper to show priority concern
for those in poverty, but we should not continue policies which penalize the larger
numbers of our citizens who are fortunate or wise enough not to be in poverty yet.

I stress this because I think Mr. Danley may be the only witness anywhere who
kings this problem to the Committee's attention and I think it is of national impor-
tance. In addition, I wish to say that we of AARP in El Paso fully endorse and sup-
port the other recommendations being made to the Committee by our AARP offi-
cials in Washington.

Regards,
JACK H. SMITH.

EL PASO, TX, July 3, 1985.
Hon. RONALD COLEMAN,
U.S. Representative, Texas, Washington, DC.

DEAR CONGRESSMAN COLEMAN: I thought you would be :,,terested in my syndicat-
ed column in connection with your interests in Social Security and your work with
the House Select Committee on Aging.

No dcubt you are familiar with the legislation introduced by Rep. Piffle and I
have a hunch you support it,

Cordially,
JACK SMITH.

[From the El Paso Ttmes, July 3, 19851

SOCIAL SEr,'AITY SYSTEM WORTH SAVING

(By Jack Smith)

Probably nothing is more a flag-waving cause for older Americans than the Social
Security system

(49)
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Thus, on Independence Day 1985, it seems appropriate to consider protecting
Social Security from the political fireworks that have been threatening its stability.

Those of us who began playing in the system close to a half-century ago may re-
member it was then managed by a bipartisan board reporting directly to the presi-
dent. Social Security was a separate entity, not a subdivision of a huge federal
agency (today known as the Department of Health and Human Services) where it is
subject to cost duplications, unwieldy clearances and political hassles. It was not
part of the unified budget and thus did not loom as an inviting target for defic"
reduction.

Wilbur J. Cohen, the first employee of the Social Security board in 1935, is today
working zealously from his "retirement" post as professor in the Lyndon B. Johnsen
School of Public Affairs at the University of Texas at Austin to get contribuL.:
social insurance back in this distinctive and independent position. As he puts it,
"taking the football away from the politicians."

He supports HR 285, introduced by U.S. Reps. Jack Pickle, D-Austin, Daniel Ros-
tenkowski, D-Ill., Edward Roybal, D-Calif., and Bill Archer (R-Houston)and co-
sponsored by about 80 other congressmento put the running of Social Security
under a board panel ned on the original model.

Cohen also endorses a recent recommendation to House Ways and Means by
friend and former Commissioner Robert M. Ball that Social Security be separated
from the unified budget nownot waiting for 1992, as called for in the 1983 amend-
ments to the Social Security Act.

"It is doubtful that we would be discussing (today) Social Security cuts on the con-
text of deficit reduction if it were not for the inclusion of Social Security in the uni-
fied budget," Ball testified.

I agree. I see no reason why long waiting time must be worked into so many
things that the Congress decides to be good policy for older Americans. Some whose
support is being counted will not be able to enjoy the benefiots.

"Today Social Security is adequately financed in both short and long term," Ball
told the committee.

"Yet, as long as the program remains in the unified budget, there will be a temp-
tation to cut benefits to make the overall deficit appear smaller. The result is that
trust fund surpluses are built even more rapidly with the money being lent to the
government at interest . . . (This) does not reduce the overall debt of the U.S.;
rather, it changes the ownership of that debt, in part, from private owners to the
Social Security funds."

Confidence of younger people in the system is important to older people, Cohen
said, because the younger people are making the current financial contributions to
the system. Thi.; confidence is hardly helped when the news is full of debate about
the long-range solvency and the level of future benefits each time a new federal
budget is proposed.

He co-chairs the Save Our Security Coalition (SOS), whose headquarters are at
.201 16th St., Washington, D.C. 20036, and has both individual and group members
who make voluntary contributions to carry on the effort. You might celebrate an
oldtimers' Fourth of July by shooting notes to your representative and senators in
Washington urging restoration of the (1) independent board and (2) independent
budget soonest.
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