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IMPACT OF THE DRG SYSTEM IN ARIZONA

SATURDAY, SEPTEMBER 14, 1985

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON AGING,

SUBCOMMFFITE ON HEALTH AND LONG-TERM CARE,
Tucson, AZ.

The subcommittee met, pursuant to notice, at 9:40 a.m., in the
auditorium of St. Joseph's Hospital, 360 North Wilmot Street,
Tucson, AZ, Hon. Jim Kolbe (acting chairman of the subcommittee)
presiding.

Members present: Representatives Kolbe and McCain.
Staff present: Paul Schlegel, minority staff director of the Select

Committee on Aging; Lorne Craner, staff assistant to Representa-
tive Kolbe.

OPENING STATEMENT OF REPRESENTATIVE JIM KOLBE
Mr. KOLBE. Call the meeting to order.
This is a meeting of the Subcommittee on Health and Long-Term

Care.
Let me begin by thanking all of you who are here. We are de-

lighted, as I said a moment ago, to have such excellent attendance
this morning. And I think it's an indication of the great interest
that we have in this issue. I would apologize for those that are not
able to sit in this room, but very pleased that St. Joseph's has been
able to make alternate arrangements so that everybody can listen
to and watch the proceedings from the cafeteria on the monitors.

I want to pay special thanks to St. Joseph's Hospital for making
this facility available and for the outstanding work they have done
to make the arrangements work so well here. They have provided
for continuous coverage of us and a video tape of the proceedings,
as well as the set up that has been provided here this morning. So
I want to thank St. Joseph's and Carondelet Health Service for
their help in making this hearing possible.

Let me begin by introducing my colleague and member of the
Select Committee on Aging, Congressman John McCain, who repre-
sents Arizona's First Congressional District.

John, we are very pleased to have you here with us in southern
Arizona this morning.

Also, I would like to introduce, up here, sitting with me, on my
left Lorne Craner, who is my staff assistant for health care issues,
and over on John's right, to your left, is Paul Schlegel, who is the
staff assistant for the minority in the Select Committee on Aging,
the Long-Term Health Care Subcommittee. We are very pleased to

(1)
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aul with us this morning. He has been very helpful in pre-
for this hearing.
E. Ask him to turn his head around so we can see him.
KOLBE. We will beginlet me just tell you how the format is
o work here this morning, so everybody will understand. We
ginCongressman McCain and I will have brief opening
ents. Then we will go immediately to our first panel, who
eady seated up here. We will take their oral testimony, and
to make it clear to all of those who are here this morning to
either as part of one of the panels or later, that in the very
-minute presentations at the end, any statements that you
hat are longer, or you would like to have included in the
will be included so that they will be available to the entire
ttee and subcommittee. So you do not need to feel that the
my that you have prepared for this morning needs to be
n full, because it will be printed in the record.
inish with the format, when we finish with each of the
here, we will then go to questions. We will take questions of
ire panel, and then after all the panels are finished, we will
vith the call from the audience. NVe will have a microphone
Ile in the audience to you there, and we would like to urge
lain, to limit the testimony to 1 minute, so as many people
ible can make their comments about this system.
E. You mean our testimony is limited to
KOLBE. No; calls from the audience will be limited to 1
testimony.

will also take a very brief break between the second and
anel, so that our court reporter can stretch his legs, since he
be on duty all the time during this. So we will take a very
reak.
subject that we are discussing this morning, health care and
gnostic-related group [DRG] system, is, I think, a very im-
t one. America's health care delivery system is one of the
the world. And the quality of health care in this country,

f us would agree, is of extremely high quality. Still, the best
care system in the world is useless if no one can afford it,
at is the point to which we were moving in the late 1970's
e early 1980's, when health care costs were escalating at be-
15 and 20 percent each year.
th care for the elderly has also experienced dramatic in-

In 1966, when Medicare was initiated, it cost the Govern-
;3 billion. By 1983, the tab had increased to $57 billion.
there was an acute danger that Medicare might have gone

apt in 1987 or 1988.
tave off such a disaster, Congress, in 1983, enacted a series of
s to the program that were designed to cut the costs and pre-
he care.
lw method of Medicare reimbursement to hospitals known as
Dspective payment system, was approved by Congress under
of the Social Security Amendments of 1983. This is certainly
the most s*nificant changes in Medicare reimbursement

since the Mefficare Program was enacted in 1965. There is a
phase-in for the program, and after that phase-in is complet-
iospital's reimbursement for treatment of a patient will be

6



3

based on a predetermined charge for the appropriate ailment cate-
gory.

A Medicare patient entering a hospital is now assigned to 1 of
467 diagnostic-related groups, hence, the term DRGs. Each DRG
covers a single ailment. A hospital thus usually knows in advance,
based on the diagnosis of the patient when he or she is admitted,
what it will receive for the treatment of that individual. If the hos-
pital provides the necessary services for less than the allotted
amount, it keeps the balance. And if the costs exceed the DRG pay-
ment, then it must absorb the loss. The system has been successful
in ensuring that continued financial viability of the Medicare
system.

It is estimated that the Medicare system will now be solvent, at
least until 1998.

At long last, it was felt the new payment system was causing a
much needed change in the hospital industry, which had, in the
view of many observers, become too costly, as a result of the more
you spend, the more you get mentality that was inherent, at least
to some degree, in the old system. The new payment system is
saving Medicare money and ensuring that the elderly people of the
future enjoy the fmancial security of the program, but with signifi-
cant progress being made on the cost-containment aspect of Medi-
care, health care providers, policymakers, and the elderly, them-
selves, are growing more and more anxious over the effects of this
cost-containment system on health care access and quality.

There have been reports of significant problems in the delivery
of health care under the DRG system of payments. And I know,
from talking to some of my constituents, that there have been
problems with the system here in Arizona.

Hospitals are a business. Not-for-profit hospitals must break even
under the current system, and for-profit hospitals must make
money, if they are to continue to provide a service to the communi-
ty.

A recent poll conducted by the American Medical Association
suggested that a significant number of physicians believe such
pressures have already had a negative impact on medical care.
Among other findings, the AMA said that 43 pc rcent of the physi-
cians surveyed said that hospitals have exerteci unwarranted pres-
sure to discharge patients early. Sixty-three percent of those re-
sponding said the quality of care has already deteriorated, or would
deteriorate over time, with the new system.

Questions have also arisen concerning the adequacy of length of
stay allowed under the individual DRG or diagnostic group.

There has been some evidence of dumping of more severely af-
flicted patients, those whose costs may quite obviously exceed the
DRG allowance, because of complexity or complications, on the not-
for-profit hospitals. Teaching institutions in particular, have
become the dumping ground for those patients.

Because the DRG system is fairly new, there has to date been
little hard data to determine the extent of such problems, and that
is the point of this hearing today. We are here today to determine
precisely what the problems are, and how widespread adverse ef-
fects of DIIRGs have been here in southern Arizona.
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The question las become even more acute, because, by 1988, the
DRG system will have been fully implemented for Medicare part A,
the Hospital Insurance Program, which covers hospital and related
institutional costs.

There is a move afoot in the Nation's Capital to extend the pro-
spective payment DRG system to Medicare part B, physicians serv-
ices, and a range of other health functions, including out-patient
services and physical therapy.

This hearing is one in a series that are being held by members of
the House Select Committee on Aging to ensure that efforts to cut
health costa do not lead to a decline in the quality of care for
Americans. We hope that these hearings will aid those of us in
Congress in making an informed perspective and informed judg-
ment on this question.

To aid us in determining the problems associated with DRG's,
and the problems experienced in southern Arizona, I think we are
very fortunate, today, to have an impressive series of witnesses,
who will be discussing this issue with us. And I am particularly
grateful to have with me on the panel this morning, my colleague
in Congress, and on the Select Committee on Aging, Congressman
John McCain.

Congressman McCain has served on the Select Committee since
he was elected to Congress in 1982, and brings a deep understand-
ing to the problems that senior citizens face. He also serves on the
Foreign Affairs Committee in the House of Representatives, and,
cert. nly of particular interest to those of us in Arizona, on the
House Interior Committee. I would like to introduce Congressman
McCain to make his initial statement.

STATEMENT OF REPRESENTATIVE JOHN McCAIN

Mr. McCAni. Thank you very much, Jim. And thank you for con-
vening the hearing today.

I think you have covered the topic very thoroughly. I will be
brief, so that we can get to the important part of this hearing, and
that is the testimony from e. r witnesses.

There is no doubt that -..Ae DRG system has made a major contri-
bution toward reducing the costs of medical care for our senior citi-
zens. There is also no doubt that there are problems associated
with it.

The number of people and the interest displayed today, are
ample testimony that there are refinements that need to be made
in the system. I know of no one who seriously considers going back
to the old system. But I do believe that th,ere is great concern
among many of ournot only our senior citizen population, but
hospital administrators, government officials, and physicians, to
ensure that we provide the proper level of health care.

It is entirely appropriate that 2 years since the enactment of the
DRG system, we examine the hard data and statistics that we have
been able to gather, and arrive at some reasonable and logical rec-
ommendations for legislative action to refine this system, and ex-
amine it overall, very carefully.

Why do we have field hearings such as this? I think that is an
important question. From my experience in Washington, DC, ladies
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and gentlemen, I can tell you that we have a great deal of informa-
tion, but very few good ideas. The only way we are able to obtain
the kind of information input we need to enact meaningful and im-
portant legislation is to come out and talk to the people who are
directly affected by these programs.

I believe that the information we will receive today will be in-
valuable to us, to go back to Washington and tell our colleagues
what it is really like, and what the problems and obstacles are that
are being faced by all of our citizens, in order to provide an ade-
quate level of health care.

Yes, we need to look at the DRG system, and determine whether
this payment system has resulted in a decline of services and pa-
tient care to the elderly.

Additionally, we need to ensure that health care services are
available in the rural areas and in anticipation of problems within
the hospitals, Congress mandated the use of peer review organiza-
tions, to periodically re tiew patient care. PRO's check DRG classifi-
cations, appropriateness of admission and discharge, out lier's
status, and may even order hospital discharge for a patient.

The questions we must address are: Are these organizations per-
forming their jobs effectively; and, do we need to do more to pro-
tect patient care.

The DRG system can be refined. Currently, the administration is
examining the DRG system. One possible refinement would be to
include a severity of illness index. All too often, under the present
DRG system, the severity of illness in which a patient arrives at a
hospital, is not taker into consideration. Does an 85-year-old man
that needs a hernia operation, require the same level of care as a
65-year-old man who requires a hernia operation? How can we
refine the system so that we can better address the issue of severi-
ty of illnesses? And I hope that today's testimony will uncover
problems within the payment system and provide meaningful solu-
tions to correct the inequities in the payment system, in order to
maintain the highest quality of care.

Again, thank you, Jim, for convening the hearing. I look forward
to hearing from the witnesses.

Mr. KOLBE. Thank you, John.
I am going to begin by introducing our first panel, who are

seated up here at the front. We have four individuals: Vivian Soash
and Ula Sabisch, senior citizens who have had experience with the
Medicare system and DRG's.

We also have Otto Dworsky, who is representing the National
Association of Retired Federal Employees, and Fran Smith, who
represents the American Association of Retired Persons, and is on
their national board.

We will begin by hearing from Mrs. Vivian Foash.

9
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PANdL ONE, CONSISTING OF VIVIAN SOASH, RESIDENT, STATE
OF ARIZONA; ULA SABISCH, RESIDENT, STATE OF ARIZONA;
ono F. DWORSKY, PRESIDENT, ARIZONA FEDERATION OF
CHAPTERS, NATIONAL ASSOCIATION OF RETIRED FEDERAL
EMPLOYEES; AND FRANCES SMITH, AMERICAN ASSOCIATION
OF RETIRED PERSONS

STATEMENT OF VIVIAN SOASH

Mrs. Swish. Thank you. Please let me know if this is not quite
right. I am not on medication, because this is my first day out driv-
ing, and when I drive, you do not drive on medication.

Am I being heard correctly?
Mr. Kolas. Yes. I think so.
Mrs. SOABH. All right.
Touching on what Congressman McCain just spoke about, it is so

important that we people give our evidence to these politicians.
Whether you hate them or love them, they can do nothing alone.

I am a former Delawarian. That is a little State near Washing-
ton, DC, and Philadelphia. And I moved here 61/2 years ago. I rep-
resent people from Green Valley, which is 25 miles south. I love it
here, but my house is havinF to go for sale, because of an injury
caused by two sheriff's deputies on August 1. I have had three sur-
geries since then. I face amputation. We are waiting to fuld out.

First, I am going to say I am not going to read some notes some-
one gave me, because I am not able to get up here often enough.
And I told the person by phone they could give me some notes, but
she has assurM me I may be adlibbed.

Do get a living will, and do send it to your doctor. And do give
your sons and dau4hters, especially if you are a two-family, like I
am. That is something for all of you, positive, I hope. Pardon me, it
is not on your subject.

All of these things that ConFessman Kolbe has said, they have
all been in the local papers. I just have Xeroxes. Everything about
Medicare, fees, hospitals share the blame for discharging patients
too soon, I will tell you in a moment.

Efforts to cut hospital stays costs, home, OK. Sending hospital
patients home early brings unforeseen costs. I will explain this in a
moment.

Medical costs rising faster than incomes. Now, a lot of you are
notI am on Medicare, just barely. I mean, you know, just barely,
but I have never realized until this year, and I have determined
that while I am caring for an 81-year-old semisenile husband, that
I must use some of my energy. And I only have 6 hours a day to
help in, anyway. I can at Green Valley, if nowhere else, and by
that, I hope everywhere, because there are too few people in a
much older age group, I do not meanI mean in Green Valley,
who have become afraid, who cannot talk any longer, whose
voicesemphysema, whatevercannot express themselves, or are
afraid someone will do something to them about it. I am not. You
can do anything you want, because, and I am quoting from the Ari-
zona Star, and I only brought this to show you that this has been
kept on hand and thenam I near enough to the mike?

Mr. KoLaz. You might move a little bit closer.
Mrs. SOABH. All right.

1 0
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You see that I am a crisis patient. This is a medical caduceus.
Those of you who do not know what a caduceus is, ask somebody,
OK? I don't want to waste my time.

This says, "cardiovascular, see wallet." In my wallet, I carry a
complete set, because if I am caught on the road, away by myself
I travel East sometimes, alone; I travel to Kansas to a daughter,
alone, everything is in here, because no paramedic is to do what
they are told to do. They are told to do what this says. "Don't intu-
bate this patient." You will have a blood clot in the head or the
lung, or something. I hope it is not my head, because they can keep
you alive a long time. That is why your medical will is so impor-
tant, if you do not want to have your income for your spouse used
up to take care of you as a vegetable, OK?

Now, I have come out of the hospital. This is a testimony and the
person who gave it to me, at my request, because I knew I would be
late driving here. This is my first opportunity to be out. And I
brought with me a copy. This is a copy; anyone who needs to may
examine it. It refers to what is written here, and I have been given
permission not to read it exactly, and in the interest of time.

I was injured on August 1, in front of my own home, due to two
sheriff' eputies' negligence. This is another case; this has nothing
to do WEA today, but it is why this is here.

I also 'cannot keep this on all the time, because I have had four
cervical discs removed 18 years ago, when I was totally paralyzed.
So I have, in between, been in wonderful hospitals. One of the best
is Good Samaritan, the very best that I can name. I do not mean to
be too partial, but I have been in a lot; Johns Hopkins, and others,
and I have never been in a finer one or had a finer neurosurgeon
than I had there. He did a disc chemo nucleolosis. Now, that is why
I do not have to use my walkers and my canes any more.

The minute that gets done, and my husband needs constant su-
pervision, this happens. Now, whether they amputate, or not, I can
no longer keep my home, which was my only hope. My goal was to
keep my husband, whose mother and brother both died in homes,
one at 101, and 96, the other, after 15 years of senility and knowing
nobody.

I promised my husband 18 years ago when I married himand I
ain his third wifethat he would never end up in that situation,
because as long as I could, I would take care of him. And that my
companyor his company, pardon meI am going to be rather
specific, DuPont. I am gettingwave at me if I get near, but
anyway, that we will stay where we are.

Now circumstances are making this impossible. I cannot main-
tain the small home that we have. We went into a small home.

Let me read a little. After this happened, I was taken to the local
clinic, and a wonderful doctor there, I am not naming names, sent
me immediately to St. Mary's Hospital to an orthopedist, who has
since been dismissed, and whose name, again, is not going to be
given, and has treated me three times. I have yet to know him. I
would not know him if I fell over him. Now, remember, I am under
anesthesia when he is operating. He does not come in until after-
ward.

I was sentthe first night, they didn't take care of me for sever-
al hours. They said, "Oh, a broken wrist; nothing to it." Well, they
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found out, instead, it was a whole forearm, the wrist and every
bone and everything in it. I cannot give you all the names. There
are pins in here and a few more thingssecond, third surgeries,
and more coming up.

So I was sent to Northwest Hospital. I said, "Where is North-
west?" Carondelet Services, which I just joined recently, takes care
bf St. Joseph's and St. Mary's Hospitals. And I just happened to
think that your Catholic Nursing System is one of the best in the
world. I am not Catholic, but I just think they are terrific. So, they
tell me, "Well, Northwest does not have enough patients; we are
being asked to send people to Northwest." I am being very frank,
but I have documentation.

It should not have been billed. It got in under the certificate of
need.

Mr. KOLBE. Can we stick to thewe want to hear your story,
here, but in the interest of time, if you

Mrs. SOABH. Right. I told you. I agree.
Mr. KOLBE. Mrs. Soash and I had discussed this before, that I

would need to keep her to our topic here. We do have limited time.
Go ahead. We would like to hear what happened to you in the

iystem.
Mrs. SOASH. Pine. All right.
In the system, in Northwest Hospital, I was sent there once, and

riven instructions by the doctor's office, which did not include that
must have a driver.
I have had many, many outpatient admissions at TMC, under a

ine anaslethoianesthesiologist. You wait in the recovery room.
nen the time is right, under their medical supervision, you go
lome.

This time, I go up, I go through all their blood takings, the
RICG's, all this, and then they say, "Where is your driver?" and I
laid, "I do not have one. I Fan here." "Oh, we do not have a recov-
ay room. We are economizingno recovery room." Well, no one
old me this. So, you go home. I get dressed. I go home. Then they
let me up for the following Saturday morning. Do not ask me why,
iaturday, Mr. Kolbe. I do not know what is going on. I believe
;here is a cut rate on Saturday, but that is my own opinion.

Now, we get to the point of the following Saturday, August 10.
['his happened August 1. August 3, I am there, and I go home.
kugust 10, I take a driver, a lady who has been through plenty.
3he is waiting for me. I am picking up my notes now. On the 10th,

friend took me to Northwest.
I am going to read it; it is quicker. Surgery was performed. How-

wer, I did not put this in, or someone did not. When the anesthesi-
dogist walked into the room, I said, "Please leave." He smelled.
knd I am sorry for you smokers.

I cannot be around smoke. I have had a growth removed, and I
=not get oxygen to the brain if there is enough smoke in the
vom. I moved here to get away from the East where you are closed
n. I appreciate you smokers, but I said, "Get away." He stunk. In
'act, I think I said that. I said, "You stink. I am under some seda-
Ion." He had a fit.

My doctor comes in, who is assisting. He said, "Would you please
eave the room?" to this other doctor. "Take a bath, shower, sham-
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poo, everything." I do not know what happened next because then
they put me down deep. They put me down so deep that, instead of
being an outpatient, I became an inpatient.

Now, this batch of records that I have here tells everything
about my anesthesia. I have had cardiac arrest, respiratory fail-
ures. I have been reported dead twice from the ICU. With all that
information, it doesn't mean a thing, because the specialist did not
read it. So I find that these problemsthe surgery was performed.
However, I was not satisfied with the care I received at Northwest,
and if anyone is here, I have been trying to get an interview with
the CEO of Northwest for 3 weeks, and as late as 2 days ago, I was
still told that he was busy or not in. So, I have had no chance to
talk with him first.

I have a serious blood and respiratory problem complicating any
surgery. That is why the I.D. These problems were not taken into
account.

After surgery, evidentallyI do not know this, but this is what I
am toldI was admitted to a room. I never had a clean gown on.
The surgery gown I had on was all I had on through Monday, when
a nurse finally came into my room. In the meantime, I had two
maleI believe they call them aidesthere were no name tags.
They were kind, however. One of themI was IV'd, and I was mon-
itored with blood pressure. I did not know where I was. I woke up
in the middle of some nightI guess, Saturday, and I do not know
where I am. I have never been in a hospital, frankly, that did not
check on a patient in a room, alone.

Mr. KoLsa. Mrs. Soash, can I interrupt? In looking at your testi-

re
ou talked about the problems you had after you were dis-

cha . Can youyou we in the hospital for 5 days, is that cor-
rect

Mrs. %ASH. No; 3 days.
Mr. Komi. Three days.
Mrs. SOASW I wanted to stay longer.
Mr. Kolas. You said that you could not perform many of your

normal tasks?
Mrs. SOASH. Right. I objected to being dismissed when the first

woman I saw on Monday, the 12th, was a nurse, and she comes in
and says, "You are discharged." I said, "Oh, no." I could not move.
I could not sit up. I was weak from loss of blood.

She said, "Well, you will have to sign." I said, "No, but the phy-
sician has not signed." This is it. She says, "oh, no, he does not
come in but on Saturdays." I said, "Well, I'm sorry, I will not sign

mcilf
out. If something goes wrong, I am responsible." She said,

o can you talk to?" You know, get a lawyer. I said, "No; I do
not want a lawyer." I have a son who is one.

So finally, she said, "What about a patient advocate?" Wonder-
ful. So they called the Patient Advocate, a young man who really
does not know what to do.

So, finally, I suggested that I would sign my dismissal sheet,
which I did, but it is missing from here. They took the carbon out
on me. I signed it under protest with his initials. He finally agreed
that he would do this, but I did not see the bottom part. It was
folded in half.
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I assume I am going to have nursing care of some sort. I still
have a catheter and bloodwhatever you call these things out
here.

Mr. !Comic. Had you aeen your physician since the surgery at
this point?

Mrs. SOASH. No, no. I saw no doctor whatsoever.
Mr. Koune. Did anybody discuss with you what you were going to

do when you got home?
Mrs. SOASH. It says, do as told. Here it is.
Mr. Koune. Had you asked anybody? Had you made any arrange-

ments to talk to anybody about your care when you got out of the
hospital?

Mrs. SOASH. I had not made arrangements. But you can bet a
dollar, when I got home and found blood running over, I called my
very fine general practitioner in Green Valley, and he said, "Get
down, or I will send for you, immediately. No way should you be
home with a catheter and the blood and ali."

They had put pins in the arms, stitches all over, everywhere, and
the danger of it having stuck to something over a certain period of
timeyou medical people may understand thisis critical.

Mr. ICounc. Mrs. Soash, can I suggest that we are going to hear
another individual with a similar story, and then we can come
back and have questions in general on this whole thing, because I
think this isthere will be some questions on this.

Mrs. SOASH. Fine, fine. Thank you. Thank you.
[The prepared statement of Mrs. Soash follows..]

PREPARED STATEMENT OF VIVIAN G. SOM311

While cutting up a fallen sahuaro in my front yard on August 1, 1985 I fell frac-
turing my arm and cutting my fingers. Neighbors found me and took me to the
clinic in Green Valley. From there I was taken by ambulance to St. Mary's Hospital
emergency care. There a physician worked on setting my arm, but said I would
probAly need sumiry. I asked to be checked into the hospital because I did not
have a ride home. The physician told me I could not be admitted for a broken arm;
he added that he planned to operate the following Saturday, August 3 in outpatient
surgery at Northwest Hospital. I was finally able to reach some neighbors and they
drove in from Green Valley to get me.

On Saturday I went in to Northwest Hospital as directed. I drove myself. When I
arrived, the head nurse, a Mr. Brown, told me they had no recovery room there and
I would have to be driven home afterwards. I had not been told this before. Because
I had no one to drive me home, I was then sent home. At the time I had 104 degree
fever, and my arm still had sahuaro spines, etc. stuck in it.

On Monday, August 5, I called and was rescheduled for surgery at Northwest on
August 10. On August 10, a friend of mine took me in to Northwest Hospital. The
surgery was performed. However, I was not satisfied with the care I received at
Northwest. I have serious blood and respiratory problems which complicate any sur-
gery. These problems did not seem to be taken into account. Further, my postopera-
tive care left a lot to be desired. After surgery I was admitted to a room after sur-
gery but was not given a clean hoapital gown, a bedpan, or instructed how to use
the call bell. The blood was not cleaned off me, nor was the bed cleaned after I
soiled it. The reason by the nurses aide was that as a male, he was not allowed to
touch a female patient, and that there were no nurses on duty. I should add that I
was getting no pain medication though I was hurting badly, that my physician did
not come to see me after surgery, and that my friend who drove me was never in-
formed of my progress or locationshe fmally went home after being told I had
been taken to a room.

On Monday, August 12 a Nurse Wimmer came in with a discharge sheet. I re-
fused to sign to because I had not yet seen my burgeon. At the bottom of the dis-
charge sheet they had checked "patient sent home". I explained that I had no one
at home to care for me, and that I needed to stay in the hospital and have nursing
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care. I finally said I would sign under protest and with Nurse Wimmer as a witness.
I did RO, and left the hospital with a couple from Green Valley who were there to
drive me home.

From the time I went home that day until the present, I have had no in-home
nursing care. Because of complications to my circulatory system from my respirato-
ry and blood problems, I ordinarily have the use of only five fingers. Between these
permanent problems, with with I have learned to manage, and the cast on my arm,
I have been unable to perform many necessary daily tasks for myself. I have been
unable to bathe. I have had to change the bed linens with my teeth. It has been
very difficult to prepare food. In addition, I am solely responsible for the care of my
husband who is senile and incapacitated much of the time. Ironically, on my dis-
charge sheet, it was noted that I would probably need assistance bathing, that I
would not be immediately ambulatory, and that I should not lift things. Yet surgical
hospital staff were, or should have been, enough aware of my physical problems and
lack of in-home assistance that they should have realized how very difficult it would
be for me to care for myself after leaving the hospital.

After leaving Northwest Hospital I have had several visits to my doctor in Green
Valleyto take out the catheter, to change my cast, etc. I am still not recovered,
and I am still experiencing all the difficulties I have described.

Mr. Komx. I would like to go and ask Mrs.
is it, Sabisch?

Mrs. SABISCH. Sabisch.
Mr. KOLBE. SabischOK, just as it is said.

would go ahead, and give us your testimony.

STATEMENT OF ULA SABISCH

Mrs. SABISCH. There have been four times in the last--
Mr. KOLBE. Would you get those microphones as close as possible

to you?
Mrs. SABISCH. There have been four times in the last 2 years

when I think I was discharged from the hospital too early. In each
case, after I returned home, I still had complications, and needed a
lot of assistance and nursing care.

With the help of home health nurses from Medical Personnel
Pool, my daughter, Keitha Zimmerman, has been able to care for
me. I am very thankful for this. Without the Medical Personnel
Pool, we would have been sunk. But I think I needed to stay in the
hospital longer in each case, and receive expert care and attention.

In late November 1984, I developed a diabetic ulcer on my foot. I
was treated for this as an outpatient, and it did not heal.

In late December, I was put in the hospital at Tuscon General for
this, and after that, I was an outpatient at St. Mary's Burn Center
from January 30 to April 15. I went every day, 7 days a week, to
have this treated. This created a tremendous burden for me and
my daughter.

On April 16, I went to the hospital with congestive heart failure
and pulmonary bronchitis. I stayed for 5 days, and then was sent
home because I had stayed the limit for pulmonary bronchitis.

After I came home, my daughter had to give me treatments four
times a day. The home health nurse came out there three times a
week.

On June 17, I was in the hospital again for a mastectomy, fol-
lowed by chemotherapy. They did the mastectomy and pulled some
lymph nodes out, but they could not do a radical mastectomy be-
cause they could not hold me under the anesthetic long enough.

I was so sick when I came home. I am still having chemotherapy.

Sabischwhich way

Mrs. Sabisch, if you
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On the third day after surgery, the day I was to leave the hospi-
tal, when I was getting dressed, my wound opened and blood came
and went all over. They decided I needed to stay another day in the
hospital.

Just recently, my wound reopened, and my daughter had to take
care of it.

I just spent 16 days, from August 9 to August 26, with a staph
infection. I was still on an IV when I came home. I had to have 30
ccs of bactrum given through an IV twice a day, at a cost of $65
per day, and I had to pay that myself.

The home health nurse came to my home twice a day to adminis-
ter that, but it was very hard, due to deflated veins. I am a diabet-
ic. And finally, it came out. And my daughter had to take me to
the doctor so that the dose could be given. Without home health
care, I would have been up a creek, or I would have had to go over
to the hospital twice a day for the IV.

Because I am a diabetic, I have heart problems, and have a pace-
maker. And I also suffer from arthritis. There have been many
complications each time I have been in the hospital.

I do not think I would have been able to survive without the hos-
pital, without the attention and help of home health nurses, and
the round-the-clock dedication of my daughters. I have two daugh-
ters that h3lp me.

Mr. KOLBE. Thank you very mu,th, Mrs. Sabisch. We will come
back to you with some questions, shortly.

Otto Dworsky, representing the National Association of Retired
Federal Employees. Otto, thank you for being with us today.

STATEMENT OF OTTO F. DWORSKY

Mr. DWORSKY. Thank you, Congressman.
My oral testimony will be entirely different.
When I was the service officer for the National Association of

Federal Employees in Arizona, I investigated probably 20 to 25
cases of overcharges and other care problems.

Talking to individuals, most of them, they agreed that the health
care was excellent, and the hospitalization was very good. The only
thing is the exorbitant prices.

Under Medicare, Medicare covers only 80 percent, I understand.
I have talked to hospital administrators throughout the State, with
bills that had been presented to me for overcharges.

We will take one example of a bill that is overcharged on aspirin.
It costs $1 to the patient in the hospital. The administrator says
the reason why this price is so high is that it goes through so many
hands before it gets to the patient.

I have taken a look at charts, medical charts, that doctors have
gone ahead and authorized painkillers, and the patient does not
take the painkillers. They are still charged for it, throughout the
State of Arizona, and 20 hospitals that I have checked.

I have asked the administrator why does this occur. The adminis-
trator says because it's too much trouble to return the medication
to the pharmacy. So they throw it away, and you are charged for
it.
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Also, I understand that next yearand Congressman, you can
correct me on that, that Medicare deductions are going up to $600.
This is going to be difficult for people on fixed incomes, Social Se-
curity, and Federal retirees, which Peter Gray says are overpaid.
And I think Peter Gray should get ahold of these hospitals, and
find out, and investigate the charge problems.

Also, on nursing care, I have investigated three cases that were
supposed to have a special nurse for intensive care. The nurse is
only there, I would say, roughly, only one-third of the time, and the
patient is being charged for a full-time intensive care nurse.

Medicare does not cover the following items: Cancer: radiation,
chemotherapy; surgery: amputation, heart transplants; heart sur-
gery; dental, eyes; arthritis. These are the items that are not cov-
ered by Medicare, or any insurance agency.

I have talked to a number of insurance agencies, and if you do
not have an insurance policy while you are young, and keep it up
after you are 60 to 65, or 70, you cannot receive an insurance
policy for these coverages. And the price is exorbitant.

I have also talked to some doctors throughout my investigation
in the State of Arizona. The doctors and the patients tell me that
their care by the doctors is excellent most of the time. I have never
had a complaint that there was a malpractice suit.

The only complaints that I have received are that the charges
are too high. The test that is given to the patient, 80 percent of the
time, the doctor does not know what it costs. This makes the bill to
the individual exorbitant, and also to the insurance company.

In my opinion, Medicare health care is very good. The only thing
is, is that Medicare does not pay enough for the fixed income.

I have received letters from elderly, 85- and 90-year olds, asking
what could I do about the prices, because they can no longer get
out and work and pay for their medicine for their medical treat-
ment. One individual in Green Valley, who is 73 years old, is going
out to pay for his chemotherapy working at $5 an hour. Thank you.

[The prepared statement of Mr. Dworsky follows:]
PREPARED STATEMENT OF OTTO F. DWORBEY

Answering the questions in numerical order:
1. a. From all the individuals that I have talked to, the health care is excellent for

hospitalization, but the costs are exorbitant, and Medicare does not cover it. In addi-
tion, Medicare is going to increase their deduction to $600.00, and an individual on
fixed income will be between a rock and a hard place to pay for it. Medicare is very
slow in reimbursing the hospitals, and hospitals are constantly harassing the pa-
tient for money. Something should be done in this area for expediting payments.
Physicians services: I have not been able to find any discrepancies in the physician
services to the elderly; the only difficulty is that the physicians are very expensive
and Medicare does not cover the medical expenses.

b. Medicare services do not cover enough payment on the following: Cancer (chem-
otherapy, radiation, prosthesis, surgery, amputation), transplants, heart surgery,
dental, eyes, arthritis, and diabetes.

2. a. Some people say that they were discharged too soon and some say they were
in the hospital too long, and could have been discharged earlier to save money. This
is a hard question for NARFE to answer, as each person has a different view.

b. At this point, I do not know of any particular recommendation being made;
however, it could be discussed among all of the NARFE members at meetings over
the state, and the results forwarded to your office if you so desire.

3. a. i. In small towns, very few services are available; L.P.N.'s, or registered
nurses, or Public health nurse visit once or twice a week. (Public health nurse
charges a fee); ii. Paid for out of their own pocket; iii. I have no figures on this.
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b. In Cochise County, we have the Cochise Aging Service, Bisbee, or private R.N.'s
or L.P.N.'s. Cochise Aging is very inadequate and very prejudiced as to home care.
L.P.N.'s are too costly and so are private R.N.'s.

4. Under Medicare, I feel that the health care service is very good, but does not
pay enough of the costs for people on fixed income. Only the doctors can control the
price. It is my opinion, and that of some others, that each patient (individual) should
only pay the Medicare deductible, and doctors, hospitals, etc., should accept what
Medicare pays as full payment.

No other charges should be presented to the patient or individual.
Example: Car insurance: if your car is "hospitalized" because of an accident, you

have a deduction of your choice: $50.00, $100.00, or $500.00, and if you have one of
these deductions, this is what you pay for the entire accident.

Mr. KOLBE. Thank you very much, Otto.
Mrs. SOASH. Sir, could he have just said of the reasonable and

customary chargeswhich is what it isnot 80 percent of what the
doctor charges.

Mr. KOLBE. Let us go and finish up the testimony from our
panel, and we will come back to specific questions here.

Fran Smith of the American Association of Retired Persons. And,
Fran, we are glad to have you out of the hospital, and here with us,
today.

Ms. SMITH. You know what? I am glad to be here, after hearing
some of this.

Mr. KOLBE. I bet you are.
Ms. SMITH. In fact, I'm a little dancy in the head; a little unsta-

ble on the feet, but I consider that nothing after what I've been
hearing. So I'm very grateful to be here with you.

STATEMENT OF FRANCES SMITH
Ms. SMITH. I would say, too, that as a member of the American

Association of Retired Persons, AARP, we have been very much in-
volved in a nationwide program, Cutting the Costs and Keeping the
Care, and this is still continuing.

I think my testimony may be a little bit different, although I
may get into some of the personal.

We definitely have a very great interest in the impact on the di-
agnosis-related groups, the DRG's, as they are so-called. But we
cannot consider that, alone, and I know you are going to hear some
more of this later, without considering the Peer Review Organiza-
tion and the Prospective Payment System. I did learn something
about the Prospective Payment System and the DRG's from a very
personal experience, recently, and it will come into play with the
comment I just made.

It does not matter how much your bill is, or whether you have
been overcharged on the DRG's, Medicare will pay what is allowed
by that classification under the DRG's.

I went over my bills. I have been in this institution, and I had
beautiful care. I cannot complain. I was in here twice within the
last month. It does not matter that on that bill, was an item for
which I was charged. It was $12 and something. I never received
that item. I was charged for something thatapparently I slept on
one of those popcorn or egg-crate things, and I couldn't stand it.
They ripped it off, and I left it there. And I thought, well, if I paid
for it, perhaps I could use it, or give it to somebody who might use
it. I do not want it, but it does not matter what your bill is, wheth7
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er you are overcharged or not. Medicare is only going to pay that
hospital so much.

That is one of the clauses of the DRG's, very definitely. There is
no flexibility in this, the DRG s.).cdems. It very definitely needs to
be reviewed and modified, as I am sure it will be, by Congress. Am
I right? It is being considered, now, in the Senate, is it not?

Mr. KOLBE. Indeed.
Ms. SMITH. When hospital costs came about, the DRG's were de-

veloped. They were constructed principally by hospital administra-
tors and some physicians and clinical consultants, as I recall. There
was no input at all from a great many physicians. There was no
input at all from nurses. There was no input from the benefici-
aries, and this is something that Congress should consider.

We need to broadenand this is a recommendationwe need to
broaden the participation, when the DRG's are being reconsidered,
or modified, or whatever you care to call it, or classified. The bene-
ficiaries have a different perspective, for example, about being dis-
charged early. The nurses have a different perspective ..eout the
needs of the patient. The physician has a different perspective, and
these need to be brought into focus, so that some reality can be
brought into the Medicare payments, the prospective payments.
Presently, I do not see it.

Presently, I see a great many things happening. These were
numbers when these DRG's were established. We had numbers. We
had averages, and those were translated into dollars, and to heck
with the patient.

The patient had no consideration in this. There was no consider-
ation beyond, let us say, the length of stay for the patient. There
was no consideration for the .severity of illness, again, which re-
quires different perspectives from different groups, from the
nurses, from the beneficiaries, and so on, from the physician. None
of these was considered in this, and they must be considered when
they are to be modified.

I see conflicts developing with the DRG's. I see conflicts, for ex-
ample, between the hospital and the doctor. We had an example
with this. The doctor says, "You may be discharged as of today."
Fine, no problem, if you are able to care for yourself. If you are not
able to care for yourself, where do you go? A nursing home is no
longer covered by Medicare. Home? There is no one there to look
after you. Home Care Services certainly are not developed to any
great degree in this community. So, what do you do? I have often
said, "Sometimes, it is cheaper to die." It really is. And cremation
does not cost too much.

Is that what it is now? Cremation, she said, was how much? $345.
It used to be $250 when I was thinking about it.

We have conflicts. For example, the doctor may say, "The pa-
tient needs to stay longer." The hospital says, "Well, that's tough,
kid. We are losing money if we keep that patient here beyond this
length of time, the DRG." So, you have a conflict developing there.

You have a conflict between the patient and your physician. The
physician realizes what's happening. The patient feels he needs to
stay there. So, you have conflicts there, and all of this bears on
what I consider the quality of care. It is very hard to define.

19



16

I had beautiful quality of care in this hospital last month. And
that quality of care consumed a great many of the hospital's re-
sourcesand this I knowa great many of them. The hospital, for-
tunately, I think I was within the length of time of the DRG both
times. So, it may not have to be eating the extra loss. I am hoping
it does not. These things can affect the quality of care, and I think
this is extremely important.

If the hospital wants to make a profit, it cannot consume all of
the resources as it probably would under normal circumstances.
Somewhere, there has to be some cunservation going on.

I had, on my bill and I am sorry I did not bring both of those
bills; I didn't know we were going to get into this kind of personal
thingI had on there, at least a half of page of supplies. I might
tell you that the President and I had very much in common, only
mine was a little more complicated. I think I'm a year older than
he is.

I can see, for example, where these early discharges as I men-
tioned, people having no place to go. They find themselves back in
the hospital. By word of mouth, in this area, I have heard of two
instances where the patients were dismissed early, needed to
return to the hospital, but before that happened, they died. Now,
you cannot pin this down and say that it was because of early dis-
charge. I cannot, for example, having been out of this hospital
forI don't knowmaybe a week or less, and having to return, I
cannot honestly say that this was a result of early discharge.

So, there are all these little questions that have to be faced in
relation to the DRG's. There is no question about it. And I do see
them affecting the quality of care, eventually, through the conflicts
that are to develop, and these things must be addressed. They need
to be modified, reclassified, if you will. They are weighted. There is
a relative value here that is attached to them, and they need to be
looked at from the standpoint, as I say, as to what the cost, accord-
ing to the DRG, and what Medicare will pay, or should pay. It is
probably the proper wordshould pay.

The physician's practice patternsnow, the DRG's are supposed
to have some control over physicians. I think maybe the Congress
may have to look beyond this a little bit because I am not sure that
the physicians are going to lie down and play dead. And I am not
sure that they should. I think there can be a method developed
whereby the physicians can control costs.

One of the things that happened to me, and again, bring in the
personal, is because my chest was so congested when I firstcame in
for the first operation, they had me on oxygen, and a few other
things. The oxygen, in the second go-round, which had nothing to
do with my lungsmy lungs are as clear as can be through my
good living now. In my room, they had oxygen daily and daily it
was checked and daily, it was never used. But I was charged. Now,
I am not saying that because that oxygen was in the room, that I
should not be charged something. I was utilizing that particular
item, but I am saying that the physician should have been aware
that I was not using it, and should have removed it. And it should
not have been on the bill. But it was. But Medicare will not pay for
it, according to the DRG.
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One of the items that was mentioned at tht table was about cost.
I would tell you that, in the teaching hospitals, and I think this is
true also in the university hospitals, that they, the interns, are now
being taught somethiag about coststests, costs of tests, costs of
oxygen use, maybe, bandages, resources of the hospital, and those
claimed by the patient.

I would also inform this gentleman over here that there is insur-
ance available for people past 65. You have to pay $5 to join AARP,
and then you can buy your insurance.

Mr. KOLBE. Fran, can we get you to conclude, so we can get some
questions in?

Ms. &AIM. All right.
There is no custodial care covered by ary insurance that we can

find out. However, I would tell you that there is something in the
works that has been started here, locally, and hopefully, it may
eventually develop into something that we can afford, for custodial
care.

I think the public needs some education, Congressman, and it is
either going to have to come through Congress, or it is going to
have to come through HCFA, Health Care Financing Administra-
tion, or it is going to have to come through Medicare. It is going to
have to come through somewhere. We aee doing our part through
the association, but we cannot reach everybody. And I think the
public needs some education regarding not only Medicare, but how
these DRG's impact on their vlfare.

And I thank you for this opportunity, and I will keep still for
questions.

Mr. KOLBE. Thank you, Fran. Very much. You couldn't have con-
cluded that first panel on a better note.

That is exactly why we are holding this h Airing. It is that one of
the very primary reasons for this hearing is for the public to gain
some information about this syHtem and how it works.

Ms. Smmi. I would like to ask, Congressman Kolbe, how many in
this audience really understand the DRG's? How many do not un-
derstand it?

Mr. lioLBE. I am sure all of us have to learn a lot, but we have
different problems.

Ms. SMITH. And are you honest in your evaluation of this sub-
ject?

MT. KOLBE. Thank you, Fran.
Let us go and take some questions. I would like to begin with my

colleague, John McCain. John?
Mr. MCCAn.r. Thank you, Mr. Chairman.
I regret that we do not have more time to hear from this panel. I

believe it is important to begin the hearing by listening to testimo-
ny presented by those who are directly affected by DRG's.

I will be interested, Fran, in hearing from Dr. Duncan, whether
there was input from beneficiaries when formulating DRG's. And
we will give them time to respond, or defend themselves, as the
case may be.

I am told that the 1983 legislation does call for a study as to de-
termine whether physicians should be included in the DRG pay-
ment system. And we are expecting that report out. It was due in
July, so we should receive it soon.
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Ms. Sham. May I suggest another alternative be considered? And
that might be the relative value scale, the fee for services, but ac-
cording to certain criteria. Give it some thought, instead of the
DRG's.

Mr. McCAIN. Also, later, we will discuss an area that this panel
did not address. And that is the problems that physicians face with
the escalating costs of malpractice insurance. Many claim this to
be a major contributing factor to high health care costs. I will be
brief, Mr. Chairman.

I would like Lo ask Fran and Mr. Dworsky, what are your reac-
tions to the stories that you've heard from the other two witnesses?
Are they unusual? And do you know of other senior citizens that
have experienced similar difficulties?

Mr. Dworsky, could we start with you?
Mr. DWORSKY. I know of about six cases that have the same prob-

lem as these two ladies, here. Since they brought it up, and I did
not want to bring it up in my oral testimony, I could have invited
one individual that is 80 years old. And he is screaming for help,
saying that he doesn't get any treatment. And it falls into about
the same category as these two ladies here.

Mr. McCAIN. Thank you.
Fran?
Mr. KOLBE. Would you get closer to the mike? Thank you.
Ms. Spam. I tried very hara to find cases of this kind, and I

heard of only two. And they were very indefinite. I did mention the
two that I had heard, by word of mouth, who had died before they
got back, but beyond that, I cannot comment.

Mr. McCAIN. Thank you.
Mr. Chairman, in the interest of time, I have two final questions,

and, again, I woule like to state that it would beneficial to spend
the entire morning with this panel. However, we must move along
to our other expert panel.

My two questions are for Fran Smith and Mr. Dworsky.
Since the DRG system began its implementation in 1983, have

you noticed an increase in complaints from members of your orga-
nizations?

The second question: Are there one or two areas that you feel are
most important, to be addressed by Congress in its review of the
DRG system?

Let me start with you, Mr. Dworsky.
Mr. DWORSKY. The Federal retirees, most of them are not under

the DRG. They have their own insurance, such as Blue Cross, Blue
Shield, Aetna, and other insurances. They only have a gap filler
which NARF has for them to take if they wish to apply.

Mr. MCCAIN. Thank you.
Fran?
Mr. Dworsky, do you want to add to the second question, is there

any area that you think needs to be addressed?
Mr. DWORSKY. I am not too familiar with the DRG's because I

have never been in a position to investigate it or make any com-
ments on it.

Mr. McCAIN. Thank you.
Fran?

22



Ma. SMITH. Certainly, the AL-1RP has had volumes submitted to
them on cases on a nationwide basis. I talked with them, yesterday,
and they have had no referrals, really, from Arizona. Now, I think
probably this comes from the fact that we do not know where to
make our complaints.

If we have a complaint, to whom do we complain? I understand
that the PRO Advisory Committee is being set up and that is fine.
But everybody must know about this, and who is on it. The PRO
Peer Review Organizationwhich is kind of the watchdog of the
DRG system, I would say, who is on it? Where is it? Well, it is
probably in Phoenix. I do not know where it is.

So, definitely, the association has volumes of material that has
been submitted nationwide about cases that have been dismissed
early, and problems.

The two areas that I would say, statewide, that may be needing
the attention, is a little more monuy for home care, extending the
services. And the other is nursing homes.

If you do not belong in a skilled wirsing home, and you have to
go to the nursing home: and there is no Medicare for the nursing
home, you are digging into your life savings, pro')ably before you
get out of there. And then there is another group that does not
belong in a skilled nursing home, and they do not belong in a hos-
pital. So, where do they? So, these are areas that I feel need special
attention.

Mr. McCADr. Thank you, Mr. Chairman.
Ms. &Amt. That is, more money.
Mr. KOLBE. Fran, thank you.
Your comments that you made earlier about the possibility that

it should be considered by Congress of paying on the basis of afixed fee, essentially for
Ms. Smrrx. I mean that was a relative value scale.
Mr. KOLBE. Relative value scale. That is being considered, but

not for hospital payments, but for physician payments.
Ms. SMITH. For physicians.
Mr. KOLBE. Is that what you were directing?
Ms. Sham. That is what I am directing. And it would be a fee for

service, and it could be based on different criteria. One might be,
how much time do you sp3nd with this patient? Another might be,
how much experience have you had?

For example, a fellow that is just out of training, a young doctor,
mightwell, he could expand his time, but he would not necessari-
ly have all the experience that he would need.

So some of these factors need to be considered, weighted, and
other things that might fit into that relative value scale, a fee for
services.

Mr. KOLBE. Do both of your organizations, either Otto or Fran,
have an extensive program of trying to tell your members about
the DRG system and how it works, and how the whole Medicare
system works?

MS. SMITH. Congressman Kolbe, we have covered the States from
Alaska to Hawaii.

Mr. KOLBE. Through mailings to your members?
Ms. Smmi. We have done everything we can. We have been in

meetings. We have literature. We have-

23



20

Mr. KOLBE. I take it, though, Fran, from what you said, one of
the things that is not covered, is the peer review organization
where it is located, how to get those complaints made. I gather
there is no information given at the hospital about how you can
make a complaint?

Ms. Sham. The hospital is a little reluctant to give any informa-
tion.

There is no feedback on this.
Mr. KOLBE. So that might be a component that you would want

to include?
Ms. Shum. We do know that there is a peer review organization

in this State.
Mr. KOLBE. Yes, there is. You will hear something on it.
Ms. SMITH. There is a gentleman from Green Valley who has

been participating ex officio, from the AARP Association, on it.
VOICE. Could you name him? I have never heard of that.
Ms. Shum. I will tell you.
I honestlyI do not know where the peer review is located. Is it

in the health services, in Phoenix? Where is it?
Congressman McCain, do you know? You are from Phoenix?
Mr. McCAnsz. Fran, I thought we were friends.
Ms. &um. Where is Deborah Nixon?
Mr. KOLBE. I know what it is. We will come to that question. I

know that it is a part that is funded by Medicare, and where they
are physically located, I do not know. But we have somebody here
on that. And we will come to this question of peer review organiza-
tions.

Ms. SMITH. But we cannot educate people as tu where it is, until
somebody knows where it is.

Mr. KOLBE. I think we will be able to address that on our next
panel.

Everything is being taped, Catherine.
I would like to ask a question of Ms. Sabisch and Ms. Soash.
Ms. Sabisch said that she did get home health care.
Was any considerationdid you receive any home health care

services in Green Valley, Mrs. Soash?
Mrs. SOASH. I did not. I told them I did not want to leave the

hospital, because I have a senile husband at home. I take care )f
our home, completely, indoors and outdoors. And that I signed only
under protest because they had called two people from Green
Valley to bring me home.

Mr. KOLBE. But did anybody advise you whether any home
health care services were available when you were discharged?

Mrs. SGASH. They told me the doctor did not order any and that I
was to go. And I gave that gentleman that form, and it is marked.
There are four places, and you see, it is marked "home," and you
see above it, it says that I am supposed to bathe, but I will need
assistance. And I said to them, "Who is going to help me?" I have
not had a bath until last night, since August 1st, and I took it be-
cause I was going to be in close contact with people.

But, in addition, I change my beds by using my teeth. I put my
bottom sheets on, a stool under it. I am very strong. I use my teeth.
I have never had a broken bone before.
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Mr. KOLBE. So you did not have anybody that was coming in to
assist?

Mrs. SOASH. I have nobody, still. ; have no food service. I have
nothing. I do not qualify for Meals on Wheels.

Mr. KOLBE. Was your general practitioner involveddid you con-sult him at any point before you were discharged or before you
went for the first surgery?

Mrs. %ASH. By mutual agreement, after the third situation, the
specialist has been dismissed, and my general practitioner, who is
excellent, has assured me he is going to take this off next week.

Mr. KOLBE. He is in charge of your care?
Mrs. SOASH. They have taken one off, and put another one on, 27

pounds. So, if I fall over, that is why, but if there s a problem, he
will have the best in the State. But he snid, "You know, it is tough
to get another specialist, when you have had to retire a specialist."

Mr. Kol.a. In both cases, let me ask, Mrs. Sabisch, do you think
your physicians should have done a better job of keeping you in-
formed of your illness and the problems you might experience?

Mrs. &mai. No. I have four, and they are very good.
Mr. KOLBE. And they have been very careful in telling youwhat
Mrs. SABIBCH. Yes.
Mr. KOLBE. OK.
I take it you have a different situation, Mrs. Soash?
Mrs. SOASH. May I say that even the surgical hospital staff were,

or should have been, aware of my physical problems and lack of in-
home assistance, and realize how difficult it was for me to go home.
But they still sent me home. I had no choice.

I was delivered by wheelchair, against my wishes, by the patient
advocate, and told to go home. And I believe there are people in
the audience from, nurses, indeed, in Green Valley. I do not see
them, but I understand there were some to visit here today, who
can testif3r to the fact. That this is fact. I have documentation.

After leaving Northwest, my doctor immediately had me come to
the office. I got a person across the street to remove the catheter,
scared to death that it had adhered to some of the tissue or the
pins, or whatever, and that I was going to have more complica-
tions.

I think that is frankly why the doctor did not sign my release
that that gentleman over there has. Do you see the blank line? Do
you see it, sir?

Mr. KOLBE. Yes; we have it.
Mrs. SOASH. Thank you, very much.
Mr. KOLBE. Thank you.
I want to thank this panel, again, for giving us some very good

insights from very personal testimony of the problems they have
had, individually and also in the case of two of them, with the
problems that members of their organizations are experiencing
with the Medicare health care system. I want to thank you all for
participating in this panel.

Thank you very much for being with us.
Mr. KOLBE. We will start by introducing the second panel of wit-

nesses today. It consists of Mr. Robert O'Connor, who is the region-
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al administrator for the Health Care Financing Administration.
Those of us that get into this lingo know it by its acronym, HCFA.

Second, Dr. Ted Koff, whom I have known for several years. I
think this community is very fortunate to have somebody of his
stature and expertise. He is one of the leading individuals in the
country in gerontology research and care. He is the director of the
Long-Term Gerontology Center at th .! University of Arizona Medi-
cal Center.

And, third, we have Dr. Don Duncan, who brings some special
expertise in the development of the DRG system and the organiza-
tion that he heads that had the HCFA contract for developing the
DRG diagnostic groups.

We will begin by calling on Mr. O'Connor for his testimony. And
I want to say to all three of the panelists, so that you can feel free
to summarize your testimony, it will be printed in full in the
record. That is just a suggestion in the interest of allowing us
enough time to ask questions.

Mr. O'Connor.

PANEL TWO, CONSISTING OF ROBERT D. O'CONNOR, REGIONAL
ADMINISTRATOR, HEALTH CARE FINANCING ADMINISTRATION;
DR. THEODORE H. KOFF, DIRECTOR, LONG-TERM GERONTOLO-
GY CENTER, UNIVERSITY OF ARIZONA MEDICAL CENTER; DR.
DONN DUNCAN, PRACTICING PHYSICIAN, STATE OF ARIZONA
AND DR. LAWRENCE SHAPIRO, PEER REVIEW ORGANIZATION,
STATE OF ARIZONA

STATEMENT OF ROBERT D. O'CONNOR

Mr. O'CONNOR. Thank you very much, Mr. Chairman.
I am particularly glad to have the opportunity to summarize my

written testimony, and perhaps deviate from it somewhat, since
these prepared comments could sound very strange, following the
previous panel.

The things set forth in my written testimony are quite true. We
do not have any evidence, that PPS is causing a decline in the
quality of care. However, that would seem a very strange and cold
thing to say in this setting.

I do not intend to say that people are not discharged premature-
ly, from hospitals. But I will point out that there are people who
were discharged prematurely before PPS. The question is: Is PPS
inducing any significant increase in the amount of premature dis-
charges? That is a question that really needs to be addressed in
this context, But it does not seem to have very much meaning,
when you contrast it against one premature discharge which can
be so tragic.

So, what I would like to do is explain how DRG's were supposed
to work; how Congress thought they would work when they passed
the legislation and how the administration hopes it is being admin-
istered.

First of all, as far as flexibility is concerned, the DRG system
does not say that a particular patient with a particular diagnosis
stays in the hospital x number of days, and that is that. That is not
the system.
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What the DM] system does is set a price that Medicare will pay
for the hospitalization of a patient with a certain diagnosis and
other characteristics. Now, it was recognized in developing the
system that some patients were going to need more care than the
average. It was also recognized that some were going to need less
care Ulan the average. It was expected that on the average, in gen-
eral, the hospital would get a fair amount in return for its treat-
ment. But it was also und,erstood that there would be special cases,
where a particular patient, because of special needs, or age, or vari-
ous other factors would have to stay in the hospital for a pro-
lonied period of time.

So Congress providedand it is part of the systemfor extra
payment in those cases. That is, either in a case where extraordi-
nary sevices have to be provided beyond certain costs, or if the
length of stay goes beyond certain limits, additional payments are
available.

Second, aside from the patient himself, the physician is the one
who decides when that patient is discharged from the hospital.
Under this system, if the hospital cannot override the physician in
the sense that it can arbitrarily discharge his patient. In order to
declare the patient to be in the hospital for an excessive period of
time, and therefore liable for any excess cost, the case would have
to be submitted to the Professional Review Organization. Only if
the PRO agreed with the hospital that the physician was wrong on
the length of stay, would the patient become liable for that excess
care. And on this score, I will point out that we have, in this room,
the president and the executive director of the Arizona PRO, who I
am sure would be willing to introduce themselves.

Mr. Kolas. As a matter of fact, I have that card. I was going to
do that when the three people finish testifying.

Mr. O'Comoit. Oh. I'm sorry, Mr. Chairman.
Mr. KoLaz. That's all right.
Mr. O'CONNOR. Now, some of the other witnesses expressed puz-

zlement about where the DRO system came from. It arises in this
way.

Since about 1970, the Congress and every administration that
has been in Washington have believed that to stop the spiraling
cost of hospital care in the United States, you had to go to prospec-
tive payment. DRG's are just a mechanism that allows that, be-
cause if you are going to set a prospective payment, you have to
define what you are paying for. And that is all the DRO is. It is a
way of defing the package of services that is being paid for in ahovital stay.

ftere did it come from? It came from Yale University, under a
study that was funded by the Health Care Financing Administra-
tion in 1974. Physicians undertook a lengthy study in which they
attempted to divide all of the admissions in the hospitals into cer-
tain clini-ully meaningful groupings and then assess the relative
cost of those particular groupings. That is all the DRG systema
system for classifying services.

What HCFA did was to take that information, and compare it
with what it already knew about the costs of hospitals in the
United States. It started with the cost that was actually being in-
curred by hospitals in the United States, and it used that average
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as a guide. And then it adjusted for area wage differences, and a
lot of technicalities. But basically, what it did was determine the
cost being incurred by hospitals for each DRG and make prospec-
tive payments based on those amour.s. It was hoped that this
would give the hospital for the first time, an incentive to move
people out of the hospital, when they no longer needed to be there.

Now, I understand that people may have no one to go home to
and there may not be enough nursing homes. But a hospital, with
its vast costs is not the place to keep people in order to meet their
needs for food, shelter, and for basic maintenance care. Such an ap-
proach is so expensive that the United States of America cannot
afford it. We demonstrated that we do not have money enough to
do that.

So what do we need to do? We need to continue to refine this
system and make it better. Sure, Let us add severity of services as
soon as we can do the arithmetic and learn how to do it well. Sure,
let us make all the refinements we can. But beyond that, what we
need to do is develop new ways of helping aged people. Just as we
started studying the DRG's, back in 1974, we have a number of
demonstrations designed to find new ways of bringing together all
of the resourcesMeals on Wheels, and the other support pro-
gramsto bring them together to stand behind the health system,
to find a way to meet the needs of the aged, without the back-
breaking costs of trying to do so by inappropriate use of hospitals.

I hope this helps somewhat.
Thank you.
[Prepared statement of Mr. O'Connor follows:]

PREPARED STATEMENT OF ROBERT D. O'CONNOR, REGIONAL ADMINISTRATOR, HEALTH
CARE FINANCING ADMINISTRATION

Mr. Chairman, I am pleased to be here to discuss the prospective payment system
(PPS) and its impact in Arizona. We.share your interest in assuring that high qual-
ity medical care continues to be provided .under the new payment system and want
to describe our activities to accomplish this aim.

BACKGROUND ON MEDICARE

As you know, the Medicare program was enacted in 1965 to provide insurance
coverage of hospital, physician, and other medical services for the elderly. This cov-
erage was extended to disabled individuals in 19'73. Almost 13 percent of all the
people in the United States, or close to 31 million individuals, are covered by Medi-
care. This year Medicare will pay medical bills for over 20 million beneficiaries. In
Arizona, 389,000 Medicare beneficiaries are served by 63 PPS hospitals. Over half a
billion dollars were paid in benefits this year in all Arizona hospitals.

Medicare's PPS is probably tne single most important improvement in the Medi-
care program since it began in 196. For over 17 years, hospitals were reimbursed
on a reasonable cost basis which failed to encourage efficiency since reimbursement
is based on incurred costa. Under PPS, with the amount of payment set in advance
and based primarily on the patient's diagnosis, hospitals which organize and provide
services in an efficient and cost-effective manner are rewarded.

The new payment system is now nearing the end of the second year of a three-
year phase-m from a combination of hospital-specific and regional rates to a fully
national prospective rate. Congress provided the three year transition period in
order to allow high cost hospitals time to change their behavior to live within the
national rates. In Fiscal Year 1987, a fully national rate will be based solely on the
national urban and rural averages. The urban and rural Federal rates are, of
course, adjusted for differences in area wage levels.

Changes in hospital behavior to adjust to the new system have been positive. Re-
ductions in length of stay have moderated the amount of resources needed to pro-
vide routine care. Arizona's average length of stay consistently remained below the
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national average of ten days even before PPS. Since implementation of the program
Arizona's average length of stay has continued to decline, now 7.14 days for fiscal
year 1985 compared to a national average of 7.67 days for PPS hospitals.

It was believed that the prospective payment system would encourage earlier dis-
charges from hospitals, probably to other types of care such as home health care.
However, statistics from our monitoring of the system show that discharges from
hospitals to home health agencies have increased less than one percent, from 2.9
percent at the beginning of the implementation of the system to 3.7 percent at
present. We believe the availability of home health care in Arizona to be adequate
to respond to this increase.

QUALITY AND ACCESS

One of our primary goals under PPS is to maintain quality of care. High quality
hospital care has a long-standing tradition in this nation and our prospective pay-
ment system was developed with that commitment in mind. We have reason to be-
lieve that the prospective payment system may actually enhance the quality of care
provided to Medicare beneficiaries. This system has the advantage of encouraging
hospitals to specialize in those types of cases which they can treat efficiently and
effectively. Most studies have shown that as hospitals specialize in providing serv-
ices, the quality of care improves. This is because the performance of some proce-
dures are enhanced by a high volume of cases which helps to maintain proficiency
in treatment. These studies indicate that when certain services are provided in hos-
pitals with low volume, quality of care tends to suffer.

When the PPS legislation was being debated by the Congress many believed that
inherent to PPS is an incentive to admit patients to the hospital. Rather than being
concerned about access to hospital services, opponents and proponents of PPS have
worried that admissions would be excessive, thereby exposing Medicare beneficiaries
to unwarranted risks. Fortunately, these concerns have not been justified. Medicare
admissions under PPS have followed the downward trend in admissions for the non-
Medicare population seen nationally_over the last several years.

Working in partnership with PPS is the Peer Review Organization (PRO) pro-
gram. In changing the incentives under which hospitals provide services, both Con-
gress and the Administration were aware that medical review had to change from
its historical form under the Professional Standards Review Organization program.
The PRO Amendments in the Tax Equity and Fiscal Responsibility Act of 1982 (P.L.
97-248) set a firm foundation for this reduction. We believe the PRO program has
enhanced peer review under Medicare by directing review activities specifically
toward those quality, cost, and utilization areas most likely to be affected by P

A mikior provision of the new PRO program is the use of measurable performance
objectives both for admission and quality review. Through the use of these objectives
in our contracts, PROs are required to accomplish goals they themselves set. This
new approach is a vast improvement over what prevailed before and ensures that
PROs will monitor actively the quality of care in their State.

In the scope of work for the PRO contracts are generic areas relating to the
review of admissions, utilization and quality of care. In this way, we set the founds-

contracts, but left to the PRO bidders the responsibility
to s what particular utilizatiou and quality issues would be addressed locally.
It was the PRO's responsibility to propose quantifiable performance objectives
for addressing these issues.

One such objective of die Arizona PRO is to reduce unnecessary surgery and
other invasive procedures. The PRO focuses on procedures with proven high compli-
cation rates and concentrates quality review activities on those cases. This year, for
example the Arizona PRO will reduce by a target amount of 583 the incidence of
unnecessary surgery or other invasive procedures within specific DRGs. Physicians
and hospitals have been notified of the targeted procedures and the requirement for
precer6fication of elective acute care admissions for these procedures. Where a pat-
tern of inappropriate or unnecessary surgery is identified, peer review intervention
will occur including education and where appropriate, sanctions will be imposed.

Concern has been expressed that under 1PPS, hospitals may be prematurely dis-
charging Medicare patients. Let me emphasize that we have no evidence that there
is a significant problem. As a saftuard against such practices we require PROs to
review cases of hospital readmissiolis that occur within seven days of a hospital dis-
charge. Where the lPRO finds that the readmission resulted because of a premature
discharge, it is required to deny payment for the readmission. In these instances,
the hospital may not, in turn, charge the beneficiary for the readmission. Where the
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PRO identifies othe instances of poor quality it can take other corrective actions,
including program sanctions.

Our concern for access and quality extends beyond PRO hospital review. For ex-
ample, a measure designed to assure access to needed care is the swing-bed pro-
gram. This program enables small rural hospitals to provide a skilled level of care
to Medicare beneficiaries who no longer need the intensity of hospital care, but do
not have access to a SNF bed. Six hospitals in Arizona are currently participating in
this program.

We believe that the Medicare prospective payment system together with other
competitive reforms implemented in the health marketplace and the overall decline
in inflation have contributed significantly to slowing the rate of increase in the cost
of the Medicare program and has prolonged its financial viability. When this Ad-
ministration took office the medical inflation factor was 10.7 percent and is not
down to 6.3 percent. However, current analyses indicate that by the beginning of
the next century, the Medicare program will again face a financial crisis. Clearly,
alternate forms of health care delivery must be evaluated in terms of improving the
cost-effective provision of health care services to our increasingly elderly population.

ALTERNATIVE HEALTH CARE DELIVERY SYSTEMS

An important innovation in providing health care to Medicare beneficiaries is the
recent change in Medicare's relationship with prepaid health plans. Medicare can
now contract with competitive medical plans (CMPS) and health maintenance orga-
nizations (HMOs) on a risk basis. Reimbursement under risk contracts is at 95 per-
cent of the usual cost of services. We consider these contracts attractive for both
beneficiaries and the Medicare program. To date, 61 risk contracts have been award-
ed and about M0,000 beneficiaries are enrolled in these health care plans. These
plans offer our beneficiaries an alternative to the traditional fee-for-service system.
Beneficiaries will be free to choose between what we believe will be an increasing
number of HMOs and CMPs. Among the incentives to join HMOs and CMPs will be
the additional benefits these plans choose to provide over the standard Medicare
package. Most importantly, should Medicare beneficiaries for whatever reason
become uncomfortable with the HMO or CMP, they have the right to disenroll and
rejoin the traditional fee-for-service Medicare system.

Another alternative health care delivery system we are studying is the social
health maintenance organization. The social HMO provides a broad range of acute
and long-term care health and social services to voluntarily enrolled elderly persons
for a fixed annual prepaid capitation amount. Four sites (Minneapolis, Minnesota;
Portland, Oregan; Long Beach, California; and Brooklyn, New York) are now provid-
ing services. The recently implemented social HMO demonstration will be conduct-
ed for 42 months and will be evaluated under a separate contract.

We are also conducting other significant demonstrations to test new delivery sys-
tems. To improve our ability to target patients for whom expanded home care serv-
ices will truly substitute for institutional care, the Department conducted the Na-
tional Channeling Demonstration. Conducted in 10 sites the channeling demonstra-
tion was designed to determine whether long-term care needs of elderly impaired
persons can be met in a cost-effective way through a community-based system of
care assessment, care planning and care management. the project combined innova-
tive approaches to the organization and delivery of services with broader service
benefit packages.

The demonstration was completed this year. A separate evaluation report will be
completed in 1986.

To explore alternative approaches to providing and financing community-oriented
long-term care, we also conducted a cross-cutting evaluation of 13 projects which
provided community-based services to Medicare and Medicaid recipients.

The primary objectives include determining both clinical- and cost-effectiveness in
providing comprehensive care to the aged and the chronically ill. Using providers of
both formal and informal care, the project identified key factors specific to their
host communities that contribute to or impede care. The final report on the cross-
cutting evaluition is under review.

CURRENT INITIATIVES

Finally, I would like to describe the Administration's legislative and regulatory
proposals for Fiscal Year 1986 as they pertain to PPS. They are an integral part of
our overall efforts to refine the system and will help us hold the line on continued
growth in health care costs.
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The Administration will maintain the hospital prospective payment rates for one
year at the current level. This action is strongly supported by sound programmaticreasons for not increasing the rates in 1986. In developing the PPS rates for the
coming year, we have analyzed recent developments in the economic climate of the
hospital industry which would affect their financial viability under PPS. Specifical-
ly, when we adjusted the projected hospital marketbasket for 1986 to account for
decreased costs resulting from productivity increases and the elimination of ineffec-
tive practice patterns; applied a corrective factor to account for unforecast increases
in case mix; and corrected an error in forecasting the 1985 marketbasket, our calcu-
lations indicated that a 4.42 percent decrease in the 1986 rates were justified. The
General Accounting Office also believes that the rates may have been set too high
because they were based on unaudited cost reports. GAO reported that this may
have increased PPS costs as much as 4.3 percent.

The regulation contains a number of refmements in the system including a new
wage index, based on our survey data, which takes into account area-by-area differ-ences in part-time hospital employment practices.

For the first time since the introduction of PPS, all DRG weights have been up-dated to reflect technological changes, newer hospital practice patterns, and re-
grouping of certain diagnoses. These new weights constitute the most recent meas-
ure available of relative resource consumption across the whole range of DRGs.

Also included were provisions for implementing changes to the DRG classifica-
tions during a fiscal year.

Regulations effective for cost reporting period beginning July 1, 1985, have placed
a one year limit on the maximum amount of allowable direct costa of approved edu-
cational activities. The limit is based on the lesser of a hospital's allowable costs of
these activities during its current cost reporting period or during a base year, ad-justed for inflation as needed. Limits were applied because these hospital expenses
are currently reimbursed on a retrospective cost basis outside the PPS which doesnot encourage efficiency in operating approved programs.

Medicare also reimburses teaching hospitals in additional amount which recog-nizes higher indirect costa associated with teaching activities. Several years ago,
HCFA developed a formula for determining how indirect costa of hospitals increasedin relation to the ratio of interns and residents to beds. This percentage, currently
5.795, was doubled by Congress and specified as an additional payment in the legis-
lation which establi4led the PPS. Since there is no empirical basis for doubling theformula, we believe the substantial payments to teaching hospitals resulting fromthat action should be discontinued.

An indirect teaching adjustment recognizes, among other factors, that teachinghospitals may treat sicker patients with associated higher costs. We have undertak-
en a comprehensive research effort attempting to identify and define a system
which will recognize differences in severity of illness among inpatients with similardiagnoses. It has been suggested that any change to the legislated indirect teaching
adjustment should await the development of such a severity adjustment. We dis-
agree. The formula developed by HCFA was based on recognized increases in actualcosts of hospitals with teaching programs, which include costs associated with sicker
patients. Therefore, prior to the legislated doubling, the indirect teaching adjust-
ment already recognized those costs.

Of course, Congress is now discussing several proposals, including those put for-
ward by the Administration which would affect PPS, and will make fmal determina-
tions during the budget reconciliation process.

CONCLUSION

In conclusion, we believe our 1986 Medicare proposals are absolutely necessary tofurther the competitive reforms previously enacted and bring the growth in health
care costs more into line with the growth of other areas of the economy.We must continue our effort to assure that the financial stability of Medicare is
not threatened. However, we must be careful that our efforts do not simply address
a "collection of complaints" but reflect a well-considered approach to improvingthese programs through positive competitive incentives. We need to continue the
kind of cooperation with Congress and the private sector that has resulted in thepositive trends of the last few years toward our overall goal of making sure that the
basic health care needs of our beneficiaries will be met in the future.Thank you for the opportunity to appear here today and I will be happy to
answer any questions you may have.

Mr. Kounz. Thank you, very much, Mr. O'Connor.
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We do have Mr. O'Connor's written testimony, and it will be
placed in the record.

Perhaps this is a good point for me to mention that, as soon as
possiblein about 4 monthswe will have a complete printed
record of this hearing available, and we will make it available to
those that desire to have that. All the written testimonies will be
placed in there.

The next person that will be testifying is Dr. Ted Koff. Dr. Koff.

STATEMENT OF DR. THEODORE H. KOFF

Dr. Km. Thank you.
Distinguished members of Congress, and the staff, and guests, I

appreciate the opportunity to share with you, some of my observa-
tions about the system's problems with the DRG's, with some rec-
ommendations for change that I hope will be helpful to you.

I, too, have submitted some written testimony, and will use this
as an opportunity just to summarize that.

I have the advantage, perhaps, of having shared observations
with 10 other long-term care centers, which have attempted to
monitor the impact of DRG's on older persons throughout the coun-
try. And my comments are both on Arizona and that which we
have been able to glean from experiences nationwide.

I think there are about three =Or problems, that I can identify
that seem to be the common thread of the concerns regarding the
implementation of the DRG's. One is that, in fact, they have
caused an earlier discharge. Now, whether or not that is good or
bad is not the question; but there has been an earlier discharge as
a result of the DRG's. As a result one of the problems may have
been that insufficient time has been allocated for appropriate plan-
ning subsequent to the hospitalization. Not enough time, and per-
haps not enough money, have been allocated to that segment of the
system. This perhaps results in the advantage of an earlier dis-
charge, but there are disadvantages of inappropriate planning
thereafter.

The third point that we have observed is that there frequently
has been a return to the hospital. Again, not being able to correlate
that only with earlier discharge, this also may be a product of the
care available after the initial hospitalization.

And, finally, one of the more perplexing problems that I see is
that there may very well be a cost shifting, not just a cost saving,
and the cost shifting may have gone to families rather than to any
other organized payment system. So, what you get, ultimately, is
pressure in many of these cases being redirected back to the family
members, as we so eloquently heard described earlier. The burden
to provide the care goes back to the family member, rather than to
the payment system.

Well, those are some of the problems that we have identified that
are the outgrowths of the DRG system.

I think we need to look at what the opportunities are, however,
and the opportunities to improve.

We understand that one of the major characteristics of a long-
term care system deals with the coordination of services, the con-
tinuum of services and the issue of case management. Case man-
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agement applies to the planning, the organized planning for the
continuum of care. So we have to think less about discharge from
the hospital and more about transferring to a continuum. And I
think what DRG's have established for us, at this point, is almost a
dichotomy between health care systems: The hospital, and the rest
of the world.

What is needed is integration, creation of some kind of a continu-
um in which the person is not discharged but rather transferred
from one level of care to another. And the issue of case manage-
ment becomes extremely important in that, because that is a recog-
nized methodology that is available to provide this kind of transfer.

The critical issue is, obviously, that reimbursement mechanisms
do not pay for case management and, therefore, we do not pay for
a very significant part of what DRG's could achieve, which would
be the appropriate transfer from one level of care to another. Case
management is the least expensive part of the care system, and
case management could make possible earlier discharge from the
hospital, but with assurance of the continuity of the serviceb after
the hospital. So, we are being foolish in that we are not recognizing
a very significant service that is available, and not being supported
within the DRG system. So we need to think about how to incorpo-
rate the essence of case management and planning, to get a contin-
uum going instead of a discrete chop offout of one system into
another.

Also, we note very frequently that the significant services provid-
ed to people at home, as was described in the earlier testimony
that I thought was so very valuable, are those personal care serv-
ices that enable people to remain at home, the bathing, the groom-
ing, the feeding, the shopping, the bed-making, all of those critical
services that enable people to remain at home and be rehabilitated
at home and have the comfort and ease of knowing that they could
be cared for at home, are not paid for under the current systems.
What we need to recognize is that we have degraded a very signifi-
cant part of the long-term care service, the personal care service,
and have shunted that out of the mainstream of payments. That,
also, is a less expensive part of health care, and by saving on it, I
am sure that we have increased the overall cost of the program.

And, fmally, I think that we have not given adequate concern to
the problem of the very poor within this system. Because the prob-
lems of illness are more severe for those who are especially poor.
The long-term manifestation of their illnesses, the inability to get
access to the quick services that so many of us are privileged to
have, cause more problems for the poor. And cost shifting back to
individual households creates a burden that falls inordinately on
the poor family, the poor household, where the kids need to work
to support a family member who cannot work.

This cost shifting adds to the issue of deprivation of the poor. I
think it transfers the cost savings to a segment of our society that
can least afford to bear additional expense. And I think the pres-
sure is on that segment, and we ought to have to give very careful
consideration to that.

My final pitch to you, gentlemen, is that the long-term care cen-
ters have an opportunity to provide a service to you, and Congress,
and to our society, by the continuing monitoring of programs that
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serve the elderly. And, unfortunately, the administration has decid-ed to withdraw its funding of the centers. I plead with you to con-eider the importance of continuing to monitor these programsthrough support of programs such as ours at the University of Ari-zona.
Thank you, very much.
(The prepared statement of Dr. Koff follows..]

PREPARED STATEMENT Or THEODORE H. Korir, ED.D., DIRECTOR, THE ARIZONA LONG
TERM CARE GERONTOLOGY Camila

My name is Theodore H. Koff. I am director of the Arizona Long Term Care Ger-
ontology Center and this testimony is provided as a response of our program to yourinquiryregarding the impact of DRGs on older people in our state.iIt is mportant to recall for this discussion that our state does not participate inthe Medicaid program and therefore the role of the county governments in provid-ing services to indigent older people is especially significant. In addition, with sup-port from the Flinn Foundation, a study of long term care in Arizona was completedlast year in response to a request of the Governor and leadership of the state legis-lature. Our state at this time has a unique opportunity to examine the impact ofDRGs in furthering the recommendations of the study of long term care in Arizona.It also should be noted that this is a very important period in the development oflong term care in the United States. In Arizona, the aWence of Medicaid, the pres-ence of DRGs and the need for a statewide long term care policy have created spe-cial pressures at a time when the Department of Health and Human Services hasdecided to end funding for all of the Administration on Aging supported long termcare gerontology centers. Now, more than at any other time, centers such as oursare needed to conduct studies that are essential to responding accurately to yourimportant questions.

The impact of DRGs on our older people requires careful monitoring and studyand the long term care gerontology centers could have been a nationwide resourceto provide useful objective research. The need for an evaluation component in thedesign of DRGs or whatever alternative funding mechanism may replace them con-tinues to be essential. I therefore consider a request for advocacy on behalf of con-tinued funding of the long term care prontology centers to be a valid introductionto an examination of the impact ofDRGs on older people in our state.At this point our response is based on surveys of hospitals and home health agen-cies from which have been gathered anecdotal information, observations abouttrends, reactions of health care providers and recommendations for change.One of the most significant characteristics of long term care services IB that theservices need not be carried out in a hospital; they can be provided in the person'shome, a foster home, congregate housing, community service agencies or nursinghomes. Long term care services, especially those needed following hospitalization,are to a large .measure services that support activities of daily living (i.e., dressing,bathing, toileting, feeding, grooming). 'Thme are generally referred to as personalcare or custodW care servicee. An individual's recuperative potential may be re-duced by poor diet, unsupervised and misused medication routine, anxiety regardingthe illness and loneliness or isolation. The true impact of the DRGs therefore maynot be assessed simply by examining changes in length of hospital stay and any re-lated cost savings. In fact, this variable may be of relatively minor significancewhen compared with the effects of shifting the responsibility for the provision ofcare from the hoepital to the family and community agencies. We have observedthat DRGs have been accompanied by very significant increases in the number ofrequests for case management and home delivered services. Such a change may re-fled a significant shifting of the locus of service rather than a reduction in theactual consumption of service, and there may be additional costs associated with theshift, to some extent iffsetting the cost savings associated with decreased hospital-based care.
In surveys conducted by the Arizona Long Term Care Gerontology Center andmaterials developed by the University of Texas urcGc in collaboration with all ofthe LTCGCs nationally it has become clear that patients who are being dischargedearly because of DRGs often go home with too little time having been devoted toplanning for the transfer and with insufficient funds available to pay for either casemanagement services or personal care services at home. We believe that there maybe a cost-shifting from the hospital to home delivered services, nursing homes or tofamily resources without provision of supplementary funding for the nonhospital
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services that would permit them to continue the high quality services initiated in
the hospital.

It has been our experience, based on the development of LTC services that, to be
effective, LTC services have to be organized in a continuum that includes various
levels of care, among them those services that are appropriate for post-hospital
follow-up in order to support the person's ability to recuperate and be restored to
wellness at home.

A distinctive characteristic of long term care, in addition to its having a coordi-
nated continuum of services, is its taking a rational approach to the problems relat-
ed to the transfer of persons from one service center to another by providing case
management.

The comprehensive, coordinated package of service to those older persons disabled
because of chronic illness, referred to as long term care, should offer continuity of
services that are coordinated with the assistance of case management. In such a
system patients would not be discharged from the hospital to another service net-
work that has different rules and funding. Rather, case management would be
called on by the hospital when a patient is admitted and would begin to prepare the
family and household for the planned, scheduled transfer of the person from one
service site to another.

In the assessment of the individual to determine readiness to leave the hospital
primary consideration is given to the person's medical condition, response to treat-
ment and the progression of the treatment plan. Yet of equal importance to an
older person's aioility to recuperate at home is the availability or absence of person-
al care services or family supports. Given sufficient advance time and the involve-
ment of case management services, a careful assessment of the individual's personal
care needs and the personal care resonrces of the household could be conducted.
This is important in order to determine what resources will be required to support
the person at home following hospitalization.

Some providers have reported that fewer transfers would have been made to nurs-
ing homes instead of to home care programs if adequate time had been devoted to
preparing a plan to bring together the resources necessary to make a transfer to the
home a viable alternative.

Some providers have also reported an increase in the number of readmissions to
the hospital that may be a product of tso early a discharge or inadequate provision
of home delivered services. In the overall picture, insufficient time has been given to
the development and availability of home delivered services and insufficent funds
have been allocated to the provision of these services.

Careful consideration should be given to the inclusion of case management in any
health cost containment program so that a package of services could be made avail-
able following hospitalization. Appropriate funding of this component would permit
realistic determination of actual costs.

More and more individuals who may be temporarily impaired after hospitaliza-
tion require a mix of services that will enable them to return to a functional status
and avoid further costs for institutionalization. Providing and financing a range of
community services are critical to an effective long term care system. Policy and
funding priorities must be re-ordered to include them if we are to have a long term
care system that responds to the need of the elderly.

WHAT IMPACT WILL DRO'S HAVE ON POOR PEOPLE?

Poor and non-poor patients have some different characteristics. The poor general-
ly co3t more to treat, stay in hospital longer and may be more seriously ill. They
may wait longer for treatment and have fewer supports at home. Cost shifting to
reduce the federal costs of caring for the poor usually results in increased costa to
another level of government such as the county or in the denial of supports not cov-
ered by Medicare. Poor housing, limited family resources or working family mem-
bers often make discharge of members of poor families to their own homes difficult.
As a consequence, poor older persons may frequently be returned to the hospital or
have to be placed in a nursing home rather than be cared for at home. In DRGs, as
in other programs, reducing l'unding of health and social services may mean that
the poor older person will suffer the greatest loss. In Arizona county governments
will be required to step in to meet the needs of its medically inLigent.

In summary, I want to list some of the critical issues related to DEGs that should
receive your careful attention.

The long term care system is dependent upon the coordination of services in a
continuum. The DRGs seem to have caused greater separation between hospital and
non-hospital care because of the absence of a coordinated funding plan to bridge the
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institutional and noninstitutional services. If funding is used as an instrument toreduce the use of hospitals, funds should be made available to provide for reasona-ble substitute care at home.
The critical service most needed to support safe and orderly transition from hospi-tal to home is case management following an appropriate assessment of the individ-ual. This plan should result in moving the individual into an organized supportsystem instead of abrupt discharge from the hospital without assurance of an alter-nate care system.
Involvement of case management services and planning for transfer should befunded under DRGs and initiated at the time the individual is admitted into thehospital.
Medicare funding of home health care should be reorganized to include a signifi-cant portion of the personal care services essential to enabling the older person toremain at home.
Critical attention should be given to the adverse impact of DRGs on the poorolder person who may not be able to respond to cost shifting by assuming a greatershare of the costa of service.
The DRG program should have an evaluation component to provide answers tothe questions of the impact of DRGs on the older person. The Arizona Long TermCare Gerontology Center, along with the othor 10 centers nationwide, should havecontinued federal funding to provide the evaluation of DRGs and contribute to thedevelopment of a rational, comprehensive long term care system.Cost containment is of legitimate concern to the American public. But this con-cern must be balanced with quality of care and an assurance dist all elders in theUnited States will have access to a basic level of health care.
Mr. KOLBE. Thank you very much, Ted. Dr. Duncan.

STATEMENT OF DR. DONN DUNCAN
Dr. DUNCAN. Thank you.
I would like to thank the members of the subcommittee and Con-gressmen Jim Kolbe and John McCain for this
Mr. KOLBE. Could you get the microphone up just a little bit?Dr. DUNCAN [continuing]. For this opportunity to be here and ad-dress this group today.
Can you hear me, now?
Mr. Kouix. Yes; it's working. You just needed to be close enough.Dr. DUNCAN. Is this better?
Mr. KOLBE. That's OK.
Dr. DUNCAN. I'm glad I'm not the last speaker. The eloquent tes-timony that we have heard is really covering the topic very well,especially Ms. Smith, who I thought was especially eloquent, tohelp us focus on some of the real problems that have occurredunder the system.
In the late 1960's, and into the 1970's, people in the health careindustry were attempting to find a way to measure quality and tomeasure resources used within a hospital setting, and that is whythe DRG's were formed.
What the DRG did, which is actually quite exciting for an indus-try that is as old as health care is for the first time it gave it a realproduct defmition. The defmition, before in health care was a bloodtest, an electrocardiogram, a chest x ray, those things that hap-pened to you in a hospital. After the DRG's, for the first time, thedefinitions were then the diagnosis and the treatment required forpneumonia, for having a baby, for breaking your leg.
The implications of this are significant, when for the first time,we can now compare hospitals and doctors. And there is much ex-citement in the system, because, as we have seen, there are nowcomparisons that can now be made between the hospitals and the
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doctors. In fact, there are many times when we sometimes do too
much for patients.

For example, routine chest x rays are perhaps not only not indi-
cated, but in the long term, may be somewhat harmful, when accu-
mulated with other x ray exposures. So, this system has actually
done quite a bit to help us compare and look at, in an educational
sense, and a very positive sense, at health care.

We are here today, to find if we are moving toward an incentive
that will create an environment where we do too little, and all of
us are very concerned about that. And I appreciate the first panel-
ists, especially telling us their situations, and Dr. Koff, in particu-
lar, who has told us that we are now having a shift from the excel-
lent care in the hospitals to additional care which is needed outside
of the hospitals.

The system, itself, must be remembered to be a very dynamic
system. The dynamic system of health care is always changing, and
the system per se is not a threat, I do not believe, to health care.
The greatest threat, are the methods and the manner in which we
reimburse and give incentives in this system. It is the challenge of
Congress and of HHS, and of HCFA, to make sure that the DRGs,
or the reimbursement system, is appropriately given the monies for
inflation, the cost of goods and services for new medical technology,
and for education that is needed within the system. If the system
does not receive adequate money, the incentives will be for further
early discharge, for less testing and for less treatment, and the
system will respond in that manner.

So the challenge is, to our Congress and to HCFA, to make sure
that there is not an artificially set low payment for particular
DRG's, because the system will indeed respond to inhibit accessibil-
ity for these DRG's, and for the things that we have heard in the
prior testimony.

I had also the same concerns about quality, and so the first study
we embarked upon was to look at the local institutions, where we
could not find specific objective evidence of premature discharge in-
juring patients which is most critical. They could not fmd that oc-
curring.

The Pima County Medical Society lvAd 27 written inquiries last
year, where there was no evidence that the PPS or the DRG
system was specifically decreasing the quality of care.

The Arizona Hospital Association had 120 inquiries during the
same period, again, without implicating decreasing quality of care
in the DRG system.

The PRO organization, which we have heard described, and Dr.
Shapiro and Mrs. Nixon are here today to discuss this with you, is
the former HSAG or Health Systems Advisory Group for the State
of Arizona. They recently reviewed 40,000 Medicare discharges. Of
those 40,000 Medicare discharges, 440 were readmitted within 1
week or within 7 days-12 of those 440 chart examinations were
potentially implicating premature discharge, and I think the study
is ongoing at this time, to see if that indeed has occurred, but it is
not a strong indictment of the decreasing quality of health care.

Let us look at the other side, where Dr. Koff has just given us
testimony. We also went to the nursing home, which is the next
level of care after the acute inpatient hospital care, and indeed,
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that environment is being sorely stressed and sti etched, in its ca-pacity.
They are having significant problems. For the first time, one ofthe large institutions in this county has started IN. therapy, whichcertainly implies that patients are in need of additional care. In ad-dition, they have what they call an acuity measure, where they aremeasuring the acuity of the patients that they receive from thehospitals. They have found that there is an increasingly greaterneed for activity, support for feeding, and patient orientation is notas good. Their patients however, are also coming to them somewhatolder.
I certainly agree with the prior testimony, and the need formaking sure that we have the funds for the next level of care afterinpatient health care. We must remember, though, that there arecertain advantages in not being in a hospital. In the hospital, theremay be complications. Fifteen years ago, when you had your hernia

operation you were in 10 to 15 days. Now, you go in overnight, andin some instances, as an outpatient. However, 15 years ago, peoplehad pulmonary emboli. They developed nosocomial infections andsometimes medications were confused. So, we have seen in certaininstances, in this mixed bag which we are trying to understandthat the quality of care may have indeed improved. We must keepin mind that is indeed occurring.
In this community, there is a growing need for support on thelevel that Dr. Koff mentioned. In the last 2 years, from 1983 to1985, the home health care units have increased from 4 to 26. Themarketplace is not wrong for long. When they realize there is agreat need, they will come to satisfy that, and I think that is a sig-nificant change.
Also in this community, within 1 year, there has been an in-crease in the information and referral services requests of 140 per-cent. So, indeed, we have a real need that we must address.I would like to close by stating that, in a country which is asprivileged as ours, and where we have 12 percent of our populationneeding, truly needing, Ipproximately 50 percent of our inhospitalhealth care resources, the system needs are adequate alternativesto acute care hospitalization and adequate reimbursement for thosealternatives.
It is important that we do not change health care in our rush tochange health care incentives. The practice of medicine, and the re-lationship of doctors with their patients is very special, and ourhealth care system, I believe, is the best in the world. Doctors fromall over the world come here to train. Patients come here to betreated, and let us not arbitrarily make decisions to change superi-ority to mediocrity, and quality to inadequacy.
I thank you.
[The prepared statement of Dr. Duncan follows..]

PREPARED STATEMPNT OP DR. DONN DuNcAN
Thank you, members of the Subcommittee on Health and Long-Term Care of theHouse Select Committee on Aging, and Congressmen John McCain and Jim Kolbefor the invitation to appear and testify.
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BACKGROUND

I am a physician engaged in the active practice of otolaryngology and head-neck
surgery, and was elected as Chief-of-Staff of one of our local hospitals. During that
period 'he Joint Commission of American Hospitals (JCAH) first required hospitals
to have a quality assurance program written and in place. Upon investigation it
became apparent that to measure quality, medicine had to have or develop a better
definition of its products. The diagnosis related group (DRG) system for measuring
resource consumption satisfied that need. The search for this system led to my par-
ticipation with members of the original development group from Yale University.

OVERVIEW

The most important aspect in evaluating the effect of the Prospective Payment
System (PPS) with DRG's is that the system is being used in a dynamic and rapidly
changing environment, health care. It is not this system that poses the greatest
danger in compromising the delivery of health care to the elderly, but the possibili-
ty that decisions by Congress or the Health and Human Services (HHS) are political
decisions where rates are set artificially low, and do not truly reflect inflation and
the real costs of goods and services incurred by providers. This has the effect of am-
plifying the incentive for early discharges, inadequate testing and treating, and in-
appropriate admissions. Another aspect of the dynamics of health care is seen in the
continuing evolution of new medical technology, disease treatments, and diagnostic
techniques which require that the regulatory mechanism is sensitive to these
changes and reflects these needs rather than penalizing the system.

RESPONSE TO QUESTIONS

Does the DRG system place physicians under increased pressure to discharge pa-
tients earlier than would otherwise be the case?

The DRG system unequivocally increases the pressure for earlier patient dis-
charge through several avenues. The existence of the system for the first time gives
an awareness of the economics involved especially to the physician as well as the
hospital. Previously the "cost-plus" reimbursement environment not only did not
motivate this economic concern, but in fact rewarded inefficiency. The system now
gives the physician, when discussing diwo.arges with patients, supportable reasons
for "timely discharge" rather than "con ent discharge".

There is also evidence that some institutions may be exerting pressure, albeit
subtle, on physicians to discharge patients earlier through the profiling of physician
"winners" and "losers" relative to DRG reimbursement and presenting these in an
open environment, i.e. staff, department meetings, with the implicit threat of privi-
leging. There will be mistakes made in decreasing the length of stay (LOS), but it is
the intent of the system to shorten hospital stays. Even with conscientious physi-
cians there has been slack in the cost-based system, and physicians are sincerely
trying to make the new system work.

From this new incentive there are several beneficial outcomes which result in
better utilization of hospital resources with earlier discharges, sequencing, test
scheduling, operating room scheduling with weekends and extended days, A.M. ad-
mitting for surgery, and timely initiation of discharge planning. A study conducted
by McKinsey and company demonstrated as many as 42 percent of all inappropriate
hospital days can be attributed to delays in discharge planning.

Does the DRG system create cost-saving incentives which create the danger of
compromising the delivery of medical care to the elderly?

The greatest danger in compromising care is in refusing treatment to patients in
those DRC's where the reimbursement is inadequate. Once patients are "in the
door" or admitted it is the nature of the system to deliver and protect the quality of
care through quality assurance programs, risk management, and Professional
Review Organizations, in addition to the specter of malpractice. An argument can
be made that though increased savings might be realized by placing physicians
under a DRG or similar reimbursement system, the current status creates a
"healthy tension" between physician and hospital without discouraging screening,
testing, and extended stays, when felt to be indicated by the "not at risk" physician.
However, in the capitated systems such as HMO where shorter stays and fewer ad-
missions are recorded, it appears that quality has been maintained. There is con-
cern that this is short term and that there may be a deferral of care.

In Arizona, to determine if outcomes manifested by patient complaints implied
premature discharge or compromised quality, several institutions were queried.
Tucson Medical Center, Pima County's largest acute care facility with 650 beds, re-
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ports, "relative to patients being discharged early, we haven't seen any evidence ofthat occurring". The Pima County Medical Society reports receiving between, June1984 and June 1985, 27 written complaints from patients but none concerning Medi-care or the Prospective Payment System. The Arona Hospital Association betweenJuly 1984 and July 1985 had 126 inquiries with none implicating potential early dis-charge problems. The Arizona state Professional Review Organization (Health Sys-tems Advisory Group) has reviewed 40,000 Medicare discharges and found 440 read-missions within 7 days, with 12 cases being investigated for potential early dis-charge.
Are there particular aspects of the DRG system which must be monitored, eitherby Congrehs or the Department of Health and Human Services, in order to assurethat the quality of health care does not deteriorate?It is the area of refusing patients' accessibility to health care that is of greatestconcern. The natural checks and balances of the system take over when the patienthas been admitted. It is critical that the DRG reimbursement scheme accurately re-flect the costs of delivering services, especially if potentially all hospitals in a par-ticular area would inhibit access to care because the DRG payment is predictablynot high enough to cover costs for that particular DRG. For monitoring, the PRO isthe appropriate source, as they are collecting and have access to data. HCFA should

construct quality evaluation studies selecting groups of hospitals and DRG's to study
complications, readmissions, outcomes, and delayed admissions or deferred care.Will the DRG system serve successfully over the long term in restraining the risein health care costs?

7.t appears that the DRG system has significantly participated in the lowering ofhealth care costs and will continue to do so, at least in the intermediate term (5-6
years). The system will most likely evolve over the longer term and require capita-tion to control overall costs of health care, which will increase as the home care,skilled nursing facility, outpatient, and ambulatory care migration continues, andthe aging of the hospital population progresses. A study by the National Council onCommunity Hospitals inclicatm that more patients older than 65_ years of age arebeing admitted to their institutions, and it is apparent that the HIM is migratingfrom the assumption of risk in health care reimbursement for Medicare and desiresto shift this risk to the providers of health care through capitation.

Overall, the DRG system appears to have had significant success with lowering ofthe LOS and admission rates. In the West even where the length of stay has tradi-tionally been shorter there has been a decrease in the length of stay approaching20% in Tucson since 1981 (from 7.3 to 5.9 days).
Are hospitals under DRG's discharging patients "quicker and sicker"?Hospitals may be discharging patients "(picker and sicker", but is it necessary forthose patients to be in the hospital? It is the physician who discharges the patientnot the hospital, and the physician who determines when the patient is well. Notlong ago hernia surgery patients were hospitalized for ten to fourteen days andwhen discharged they were virtually pain-free and fully active. We now may dis-charge them after very short stays and on occasion they may be treated as an out-patient, with improved outcomes. There is evidence that longer hospital stays maybe related to increased infection rates and complications. Indeed there is evidencethat the general quality of care may be improving, and if certain services are stillneeded they may be better delivered as an outpatient, at home, or in intermediatecare facilities or skilled nursing facilities. A survey by the National Council of Com-munity Hospitals shows that though there are more elderly (over 65 years) in theirI Ispitals the death rate is actually dropping (4.9%) from 1983-84. This has occurred,in spite of a recent increase in the LOS and the cost per patient, implying morecomplicated cases as reported by the American Hospital Association during the firstquarter of 1985.

It is not "are patients leavi-g the hospital quicker?", which is reflected in theLOS statistics but more importantly, are they leaving the hospital "inappropriately
early", suffering complications, unsatisfactory outcomes, and readmissions? A studyof t.he New Jersey Project by eight independent investigations did not demonstrateevidence that there was deterioration in "quality" as measured by readmissions ormalpractice frequency.

It is possible that some patients may be discharged at a time in their illness whenthey have substantial nee& for care.
It is possible that some patients muy have greater needs. It is the natural incen-tive of the system in addition. to the aging of our population that we can expectgreater demand on our next level of care after acute care facilities. In Tucson, inresponding to this need there has been an increase in licensed home care agenciesfrom 4 to 26 between 1983 and 1985, and just prior to that (1982-83) the Information
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and Referral Services reported an increase in requests of 140%. We are returning in
part to the pre-insurance coverage era, when many illnesses were cared for out of
the hospital. it will take a period of time before the recipients of this care are able
to sort through all the confusion that is occurring. What the system needs are ade-
quate alternatives to acute care hospitalization and adequate reimbursement for
those alternatives.

It is important that we do not change health care in our rush to change health
care incentives. The practice of medicine and the rekttionship between doctors and
their patients is very special. Our health care system is the best in the world. Doc-
tors from all over the world com here to train, patients come to be treated. Let us
not allow political decisions to change superiority to mediocrity and quality to inad-
equacy.

Mr. KoLsz. Thank you, doctor.
Whenever we try to put together a hearing like this we try to

make it as balanced as possible, and make sure we cover all the
bases. But I think it is likely, based on what we have heard here
today, that we neglected in not including somebody from the Peer
Review Organization. And fortunately, he is in the audience, and I
am just going to ask Dr. Lawrence Shapiro if he would just come
up and join us and make a comment.

Several people have asked how does one contact the Peer Review
Organization, and perhaps comment on some of the things that
have been said. Dr. Shapiro, would you join us up here, at the
table?

Thank you for this impromptu addition to the panel.

STATEMENT OF DR. LAWRENCE SHAPIRO

Dr. SHAPIRO. I would like to take advantage of this opportunity
to make just a few comments about the operation of the Peer
Review Organization for the State of Arizona. We are hired by the
Federal Government to attempt to be certain that the care provid-
ed to Medicare recipients in hospitals is appropriate care. That is
to say, if the patient is in the hospital, they need to be in the hospi-
tal, and if they are going home, they are ready to go home.

What our goal is, is to make certain that the care provided is ap-
propriate to the patient's needs.

Now, in days before prospective payment, or DRG's, the problem
was always that patients might stay in hospitals for longer periods
of time than was actually necessary. And, now, things have re-
versed, and people are concerned that they might not stay in as
long as they actually need to. It was mentioned that the averaffe
length of stay for Medicare recipients since the DRG's have been in
effect, the average length of stay has decreased. But I would point
out to you that one of the reasons that it has decreased is because
many procedures that used to require hospitalization for say, 2 or 3
days, namely, the most common of all Medicare operations, cata-
ract surgery. Those are no longer hospital admissions. So, with the
absence of many, many 2- to 3-day stays, of course, the average
length of stay for Medicare recipients goes down.

Mrs. Soash, in her earlier testimony, tells us many things, but as
we all observe her, we see a woman who is in command of her fac-
ulties for the most part. That is to say, absent the left arm. We see
a woman who needs care but the question is, do we see a woman
who needs to be in the hospital? The answer is likely, no. She
needs help. She does not need to be in the hospital, and Dr. Koff is

41



38

right on top of this by saying something has to change in order tomake this kind of help availal3le to her, but not in the hospital, notin the hospital.
All right. Now, Congressman McCain early on, mentioned PRO'sdischarging patients. That does not happer . The PRO never dis-charges a patient. A hospital never discharges a patient. In orderfor a patient to leave the hospital, it has to be on the order of thephysician or on the decision of the patient that they do not want tostay any longer, but a physician must order a discharge, unless thepatient is desirous of leaving without the physician's approval. So,that if in fact, someone thinks that they are being sent home toosoon, and their physician agrees, there is nothing in the world thatwill get them out of the hospital, nothing.
The hospital will not lead them to the door and throw them outin the street. It simply will not happen. The patient willif thehospital thinks that the patient should go home, but the doctordoes notthat is the kind of question that the PRO becomes in-volved in, and the information from both is submitted and a deci-sion is made by the PRO.
The worst thing that can happen, and it is important to remem-ber this and it is a bad thing, but the worst thing that can happenis that the patient may become liable for payment of a certain por-tion of the hospital stay, but that is the worst thing, and if anyonethinks that it has become common practice to take elderly peopleand shoot them out in the street because the hospital is no longergenerating a profit by their stay, they are fatally wrong. That doesnot happen.
So I am tryitig to put an awful lot of information into a coupe ofminutes, but, in essence, this is what I have to say about the PRO.Now, insofar as our availability, we do not serve as an organiza-tion which fields patient complaints. We do not serve in that capac-ity. However, Representative McCain, I know, has forwarded to ouroffice, some questions and we have corresponded with his office andwith the offices of others of the elected officials from the State ofArizona, but we are available.
We have been in contact with the American Retired Persons As-sociation. They have named some representatives to one of our ad-visory committees, so we do recognize that we need input from thecommunity.
We are available, and I trust this has given everyone at least anidea of the fact that we do exist, and we do serve the public, wetrust.
Mr. KoLex. Thank you. Please stay there at the table, because wemay have some quesCons for you. In fact, I'll just start off, if Imight.
You do not take complaints or cases directly, then, from patients.How are most of your cases referred when there is a dispute be-tween a doctor and a hospital and an insurance carrier, or HCFA,itself? Whom are most of the referrals from?
Dr. SHAPIRO. When there is a dispute in that sense, of course,those complaints do come to us directly. And I did not mean to saythat we are insensitive, or that we do not want any public input toour office, but if we do receive such input, it should be in the formof written communication.
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Mr. KOLBE. Right. So, you--
Dr. SHAPIRO. We will provide for you our mailing address.
Mr. KOLBE. Thank you. I appreciate that, and we will put that in

the record, if you would do that.
If you do receive a letter from an individual who feels that they

have been incorrectly discharged, you would put that in your
system, then?

Dr. SHAPIRO. Yes.
Mr. KOLBE. Let me go back and ask you a general question on

something you said.
You referred to the decline in the length of stay and the fact

that modern technology and better medical care is contributing to
that. Is it your view that that is more the contributing factor in the
decline of stay in the hospital, than the DRG system pushing on
the cost end?

Dr. SHAPIRO. I think, when we talk about average length of stays,
and we find that, in the State of Arizona, that the average length
of stay has now fallen by about 1 day, we think that is the prime
explanation, yes.

Mr. KOLBE. That raises another question, and this is a question
that I would address to the entire panel.

If, indeed, modern medicine and technology is driving down the
length of stay and the length of stay can be shortened, then, obvi-
ously, that suggests that we need to go back and constantly refine
the DRG system to reflect that. Then we have shorter length of
stays. Then there is more pressure to put the length of stay down,
even further, so how do we balance that? How do we know when
we are pushing too far on that?

Dr. Duncan, would you like to start?
Dr. DUNCAN. Yes, thank you.
I think there are two very important points to make. One of

which I did make and the other I neglected. That is, first, make
sure that the system is paid for its cost, and costs that have given
us the high standard of health care we now have.

In other words, medical technology costs, true inflation costs, the
costs of delivering goods and services.

We do not want Congress or HCFA to ratchet down inappropri-
ately the reimbursement to the institutions. I think that is an im-
portant point.

Second, andone of the few times I am going to disagree with
Ms. Smith's terrific testimonyin that it has occurred to me that
the healthy tension that exists between physician and hospital may
be a good thing. We are the patient's advocate.

If we bring patients within a physician DRG or an RVSFR, or
whatever system is currently being contemplated, the patients,
themselves, may have lost a real advocate for an extra stay, an
extra test, things that the physician now feels somewhat free to do,
although there is pressure. I would hate to see us lose this.

It is my recommendation that consideration be given to not in-
clude physicians in the system, so they remain truly the patient's
advocate, and that will, in a large part, protect the patient within
the system.

Mr. KOLBE. Thank you.
Would anyone else like to comment on that? Mr. O'Connor?
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Mr. O'CONNOR. Mr. Chairman, I would like to underscore some-thing that Dr. Shapiro pointed out.
Mr. KOLBE. Pull that microphone up close to you.
Mr. O'CONNOR. In connection with the change in the averagelength of stay, remember that is just an average. The actual timethat any patient goes home depends on his own physician making ajudgment. In some cases, the physician is going to judge the patientcan go home in less than the average length of stay, and sometimesin more than the average length of stay, but it is always the physi-cian who looks at the individual patient, and, to my thinking, thatis the biggest protection in the system.
Dr. KOFF. If I may be repetitious, again.
My concern is not with the reduction in the average length ofstay, but rather the availability of appropriate follow-up. And Ithink the reduction in the hospitalization stay has many very posi-tive characteristics. But we have to complement that with opportu-nities for appropriate care when the patient comes home. Essential-ly, it means payment for that appropriate care, because the care isgenerally available, but folks do not have access to the paymentthat would enable them to use it appropriately.
Mr. KOLBE. Mr. O'Connor, you said, in your spoken testimony tous, thatyou referred to the fact that we ought to make all therefinements we can, whether it is severity of illness or whatever.It occurs to me that if we make all the refinements that we can,if we add in the severity of illness, and we have regional, and alsodifferent labor costs, and we have refined the DRCr group so thatwe have more of those, and we have multiple ones, and we haveage in there as a factor, we are getting away from the averaging,are we not, and pretty soon, we are back to a system where it isreimbursement for services for every single case. It is an individualcase.
Mr. O'CoNNoR. No, I--
Mr. KOLBE. Is that not--
Mr. O'CoNNoR. I would disagree somewhat.
The paymentfor example, if you can refine the DRG, what youare doing is taking a whole block of diagnoses, and separating theminto segments. Now, some of them may be more expensive thanothers, but you would still be averaging with whatever segmentthat you elect. You would just be getting further away from theproblems in which perhaps the range of costs were too great insideof a particular category.
I hope that helps somewhat.
Mr. KOLBE. That helps some.
I will ask the next panel this question, as well. But I have heardit suggested that hospitals are getting so refined in their diagnostictechniques, that they now are able to put all the systems into thecomputer and come up with a range of diagnoses, and, based onthat range, will admit a patient under the diagnosis that gives thelongest stay.
Have yrou had any evidence of that? I guess the broader questionI am asking is, is there any evidence that hospital physicians, who-ever, any place in the system, are manipulating the diagnostic sys-tems in order to get it?
Well, Dr. Duncan can answer, and you can, also, Mr. O'Connor.
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Mr. O'CONNOR. So far, we have seen remarkably little in the way
of attempts to manipulate the system.

Remember when the system was being debated before Congress,
one great concern was that hospitals would attempt to overcome
the payment limitations of the DRG system by admitting more pa-
tients, and therefore getting more DRG payments. That did not
eventuate at all.

The number of admissions has gone down under Medicare, just
as they have in all other programs.

I think there will be cases in which there will be disagreement
between HCFA and the hospital on whether it is this DRG or that
DRG, but we really do not see or have we, as yet, developed evi-
dence of any systematic attempts that are wide scale. We have
some cases that we have under investigation, and I should say, in
that connection, if there are hospitals that are discharging people
against the doctor's order, and harming their care, these cases
should be reported to the PRO or the Health Care Financing Ad-
ministration in San Francisco, because those hospitals should not
and will not be in the Medicare Program very long.

There are provisions of law passed by Congress by which such a
hospital will be excluded from Medicare, and we will move to ex-
clude them when we get a case like that. Each case we find is pres-
ently being investigated. If you have a case, send it in.

Mr. KOLBE. Dr. Duncan, did you want to comment on that?
Dr. DUNCAN. One fmal comment.
Statistics just released by the American Hospital Association are

very interesting in that we may have rung all out of the system
that we can. The first quarter of this year, they have seen the
length of stay begin to rise 1.1 percent which means we may have
bottomed out, which is of great concern.

In addition, the cost per patient per day has increased dramati-
cally, and is approaching 11 percent in their studies. So, again, it
behooves us to be very careful not to put further disincentives into
the length of stay in the reimbursement formula that they receive.

Mr. KOLBE. Could that rise in the cost be, in part, because, if we
are discharging patients at the other end earlier when they do not
need the hospital care, then those that are in are more severely ill,
and truly need the hospital care, and that costs more?

Dr. DUNCAN. Exactly.
Mr. KOLBE. I really do not have any more questions. And I want

to let John have a chance here. But let me ask one final question
of Dr. Koff.

You talked about case management, and I could not agree more,
but who ought to have the primary responsibility for case manage-
ment for patients? Do we need to add a whole new layer in this,
and should that be the physician? Do we need to have a new pa-
tient advocate or the primary physician for a patient?

Dr. KOFF. I think we have a structure established now that can
serve that well, and can be utilized in that way. In many communi-
ties, it alreddy is assumed that the Area Agencies on Aging net-
works, appropriately located throughout the whole country, wher-
ever there are masses of people is the structure. These organiza-
tions are prepared to assume that responsibility. They have been
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trained. They have staff who are ready to do the work if the moneywere there for them to do it.
I do not think we need an overlay of another structure; I thinkwe have the existing structure to handle that.
Mr. KOLBE. That raises a point. You are talking about the factthat Medicare does not cover many of those services, post-hospitali-zation services, but the Older American Act does provide many ofthose same services you are talking about, do they not?Dr. KorF. The Older Americans Act does not specify those as re-imbursable services, except as it is made part of the local plan, andthen it is in competition with all the other services that areneeded.
The kind of thing you are saying is, increase demand on the localservice system without any increase in the funds.
Mr. KOLBE. I see.
Dr. Shapiro, did you want to comment?
Dr. SHAPIRO. In regard to the case management setting in whichit ought to occur, certainly, it is advantageous for the hospitals tobegin discharge planning at the time the patient goes into the hos-pital, to try to make certain that the hospital, or that the patient'sfamily or that friends or that social service agencies, or some helpis available to the patient when he goes home.I suspect that it will fall to the hospitals primarily without set-ting up another layer of organizations. Hospitals will find it con-venient for them and wise for them to make sure that the patientscan go home when they no longer need the acute care setting thatthe hos_pital can provide.
MT. KOLBE. Thank you. John.
Mr. McCADT. I will try to be brief.
Dr. Shapiro, I either misstated, or you misunderstood my state-ment about discharges from hospitals. I am aware that it is thedoctor who orders discharge. And I am also aware that, in some ofthe cases you mention, I referred to your organization, because ofthe unique relationship between the doctor and the hospital.It is my belief that, on occasion, pressures are brought on adoctor by the hospital administration to discharge a patient. I dohave some documentation which that indicates that it is not a ver-dict of guilty, but that something happened which caused those pa-tients to be discharged earlier than, in my judgment and the judg-ment of other experts, what was called for.
1 hesitate to disagree with the experts, but I would also like tomention the subject of the reduction in length of stay.We continue to make advances in medical technology, but it isonly in my belief, since the inception of the DRG's, that the lengthof hospital stay has been reducedor dramatically reduced, as ithas been in the last year. Prior to DRG's, length of stay was notsteadily declining and now it seems to be. I believe there are otherfactors aside from the increase in advances in medical technologythat have caused a reduction in the length of a hospital stay. I amvery interested in Dr. Duncan's statement, "that we are now seeinga slight increase."
I only have one question for everyone. Certainly, if you care torebut th.at, please go right ahead.
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Dr. SHAPIRO. I would, though I certainly would not disagree too
strongly with the Congressman.

Mr. MCCAIN. Lots ot people do.
Dr. SHAPIRO. I would point out this to you, that it has been sug-

gested here that hospitals today are different than hospitals used
to be, in that the patients who are in hospitals today are much,
much sicker than they used to be. And the reason for that is, that
if you are less sick, you can receive services outside the hospital.
You do not go into the hospital.

For instance, if in days gone by, you had 100 patients admitted to
the hospital, 20 of which had cataract surgery, and stayed 2 days,
and the other 80 did not, the average length of stay there is affect-
ed by those 2-day stays. Now, you do not have any cataract patients
admitted, or almost none admitted, so, tho 100 patients are all sick.
The average length of stay is going to go up, but only to a point,
you see, and then it is going to level off. This is one point.

Now, as far as the pressures that might be put on physicians by
hospitals to discharge patients, this really is nothing new in that if
we go back to the beginning of Medicare, there were always points
along the way where the Government would ask that we reassess
the need for hospitalization, you see. And that is being done, and
when the need is no longer there, the hospital will call this to the
physician's attention and the hospital may very well say that this
patient is not receiving acute care at this point, and is it not possi-
ble to discharge the patient.

Mr. McCAns. Thank you.
Let me just make one quick recommendation to you before my

final question. And that is that your organization, return and ex-
amine ways to make your deliberations more open to various advo-
cacy groups, such as the AARP, the Gray Panthers, and others, so
that they can feel that they are a part of the process. I believe that
is very important.

Very briefly, for the other three witnesses, I am concerned about
the severity of illness index. Numbers indicate that the fastest
growing portion of our aging population is age 85 and over. My in-
formation is that somewhere around 150,000 Americans in the year
2000 will be over the age of 100. And, to me, this puts a different
emphasis on the DRG's, in that it is obvious that the older Ameri-
cans need or require different kinds of care than those at age 65.

I will briefly ask the other three witmoses for their thoughts ma
the severity of illness index. We can start with you, Dr. Duncan, if
you would like.

Dr. DUNCAN. Thank you. And it is a very appropriate question.
The reason that it has not been specii.cally addressed, and put

within the DRG's, is that it may not be directly related. The severi-
ty of illness is not necessarily directly related to the resource con-
sumption within a hospital. For example, -one of us can be more
terribly ill or sick than dying of terminal cancer. Yet, when that
patient goes into the hospital, he consumes the least resources of
most patients in that institution.

A person that goes into the hospital with acute chest pain, and
not having a heart attack, that person wi xobably consume more
resources in the hospital man the perY who does have a heart
attack, through investigatl..in and e 'Ter tests. So, all attempts to
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directly relate the severity of illness and resource consumption,
which is the key that we are trying to address here, have been tono avail at this point.

However, HCFA, I know, is working on trying to integrate this.The group that I am associated with is working with perhaps theleader in this, Susan Horn, from Johns Hopkins. This is being ad-dressed, and I am hopeful that this will be put into the formula insome manner.
Mr. McCaw. Dr. Koff?
Dr. KOFF. Congressman, I think, in addition to what you aresayiag, is the issue that I wish we had more time to talk about,

which might be called compression of morbidity. I think the thingthat we will find is that there will be more people living a longerlife in better health, and that will be a product of more money putinto good opportunities for living during their youth and earlierstages of life, but will come into a very severe period of a few yearsof severe morbidity, and I think we have to look at the system and
some of those changes where there is a postponement of very high
costa to a very brief period, and the need to have services available
at the intensity required at that time.

For the time that we have, now, I would just like to offer that asanother thought related to your comments. And I think that wehave to look at those changes, as well.
Mr. McCAIN. It is my understanding that 30 percent of health

care costs incurred by the average American are during the last 6months of his life.
Dr. KOFF. Yes.
Mr. McCAIN. That, obviously, illustrates your point.
Mr. O'Connor, would you care to comment?
Mr. O'CoNNoR. I think that, certainly, the question is not simplyseverity of illness, but many factors inside of a particular DRG that

cause a disparity in the resource consumption for that DRG. Now,as the doctor indicated, experts are working on that. I would not
attempt to say what they will come up with when they are finished
with their deliberations, but I just hope that they do it well.

Mr. McCAIN. But do you agree that there is a need for this?
Mr. O'CoNNoR. I think the DRG system is a brand new thingunder the Sun, and I think every aspect of it ought to be studiedthoroughly.
Mr. McCAIN. Thank you, very much, sir.
Mr. O'CONNOR. If I may, sir. One thing that I would point out is

that a number of people have talked about the need for improvedservices in the community. And I would point out that in my pre-pared testimony, I described three kinds of demonstrations that arenow underway in our department, one of which is a national chan-
neling demonstration where the demonstration is complete. It isnow in the evaluation stage. There are several other very signifi-
cant demonstrations, such as social HMO's and I would like to rec-ommend that section of my testimony to you if I may.

Mr. MCCAIN. Thank you, very much.
Mr. KOLBE. Mr. O'Connor, I read that with interest. I was par-ticularly interested in that national channeling demonstration.
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I have a lot of other questions that I want to ask. Perhaps, we
will have another opportunity to do so. I wanted to conclude with a
couple of questions.

Dr. Duncan, in your written testimony, you said that the greatest
danger is that the political decisions are going to override the med-
ical decisions in the DRG systemthe real demands of the health
care system, and it certainly is a real danger.

Do you have any suggestions to those of us who are politicians
and have to make political decisions, as how we might guard
against that type of development? And I might ask at the same
time, would it be your assessment that the administration's recom-
mendation that the DRG reimbursement be frozen at the current
level this year is an example of political decisions being made re-
gardless of the medical decision or the cost data decision which is
available to us?

Dr. DUNCAN. Yes. The answer is yes and that is correct. I gave in
both my written testimony and part in my oral testimony, that
what is perceived is the system appears to work well. It is how we
manipulate the system that is of concern. And I did not say that it
will happen, but we are very concerned that, if the rates of reim-
bursement are set artificially low, and not truly reflective of the
costs that the providers have due to the inflation, the costs of deliv-
ering services, medical technology and of education, things that go
into the true cost of health care, then the incentives will be accel-
erated for discharging, less testing, less procedures, that the pa-
tients may need.

Mr. Kom. Thank you.
One last quick question to Dr. Shapiro. The chairman of the

Select Committee on Aging has introduced a bill, H.R. 1970, which
addresses many of the things that we are talking about here today.
One of its suggestions is with regard to Peer Review Organizations:
It mandates that the PRO's would have to devote at least one-half
of its efforts under the contract that they would have with the
HCFA to quality assurance activities. Could you give us your reac-
tion to that?

Dr. SHAPIRO. I think it is an essential part of our job, now, to
focus our attention on quality issues. We really do not ever look at
a hospital chart without addressing the question of quality. This
happens whether we mig_ht be looking to see whether the DRG
coding was appropriate. We still look at quality issues in every
chart that we study.

Mr. KOLBE. But that can very often be a fairly narrow scope in
the way you are addressing that question?

Dr. SHAPIRO. No. I would point out to you that there could not be
too much emphasis placed on quality. I agree with you, there, but I
would say with our present operation, we certainly do focus our at-
tention on quality, and often times, if for instance, reviewing for
one thing, we pick up quality items which we bring to the attention
of physicians and the doctorsof physicians and the hospitals,
parcion me.

Mr. KOLBE. Thank you, very much.
We will take a 5-minute break, while we get the next panel up

here. And we will resume as quickly as possible, in 5 minutes.
[Whereupon, a brief recess was taken.]
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Mr. KOLBE. The third panel that we have with us, are individuals
from the State Medical Society, the Hospital Association, and the
Home Health Care Medical Personnel of Tuscon.

The first individual we will hear from is Dr. Gary Henderson,
who is the president of the Arizona State Medical Society, and a
physician here in Tucson.

We also have Tom Plantz, who is chairman of the board of the
Arizona Hospital Association, and also the head of Carondelet
Health Care Systems, here in Tucson. So we have both organiza-
tions with their statewide presidents here in Tucson, and we are
very pleased to have them with us today. And a third, is Robin
Klaehn?

Ms. KLAEHN. Klaehn.
Mr. KOLBE. Klaehn. Robin KlaehnI was rightRobin Klaehn

who is a registered nurse, and is the Head of the Medical Person-
nel Pool of Tucson.

We will begin with Dr. Henderson.

PANEL THREE, CONSISTING OF DR. GARY HENDERSON, PRESI-
DENT, ARIZONA STATE MEDICAL ASSOC' ATION, TUCSON, AZ;
TOM PLANTZ, CHAIRMAN, BOARD OF I. IRECTORS, ARIZONA
HOSPITAL ASSOCIATION; AND ROBIN A KLAEHN, REGIONAL
ADMINISTRATOR FOR MEDICAL PERSONNEL POOL IN ARIZONA

STATEMENT OF DR. GARY HENDERSON
Dr. HENDERSON. Thank you very much.
I am glad to be here today, to represent the medical society, and

I have prepared a series of remarks to the questions that were
asked of the Arizona Medical Association.

I will try to just give you a few highlights of what I had to say in
my testimony, and try to make this as short as possible. I realize
the hour is getting somewhat late.

I would first like to say that the State medical association has
not been dealing with the DRG issue in a big way, and one of the
things that we have really been dealing with, is something that
probably is not as germane to this panel, is the malpractice issue.

I just mention that to say that one of our concerns in the medical
association is in that particular area, and we are directing a lot of
our attention. So that, when I got the call to appear before the
committee, today, I did not have as much knowledge about DRG's
as I might have. I am certainly more knowledgable about the mal-
practice issue. That is something that I think affects the practice of
medicine and the concerns about the medical profession in the
future.

It is also very difficult to express how deeply the physicians feel
about the DRG issue, and I may not be as good at expressing it as I
might be, but I will try to tell you that, sometimes, we feel that the
DRG system will in fact drive a wedge between the hospitals and
the physicians. Yet, so far, to the best of our knowledge, it has not
occurred in this State.

We haveat the hospital where I practicewe have a DRG sub-
committee. They are paid by the hospital. I asked the chairman of
that committee, before I appeared today, if in fact that, to his
knowledge, it ever happened, and he said, no. I think we have the
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opportunity of seeing that in the future. We are concerned about it.We can see that, if, in fact, a patient has a certain amount of daysand a certain amount of money allotted for their admission, and
the money is used up, there is going to be concern on the part ofthe hospital to try and get that stay terminated.

We think that that will impact upon the medical profession, aswell as on the patient. We are concerned about it. The physicians
worry about the malpractice issue in that context. So far, we againhave not found that that has been a problem. We are worriedabout that for the future.

I would try to just make some positive comments about what wecan do, and I think one of the things that has come out in the testi-
mony, today, is that there is a need to collect more data. As I cometo you before the presentation today, I do not have the data that Ireally need. And it is hard for me to poll the 3,400 members of the
medical association, and get the data that we need. We need a wayfor the physicians, as well as the elderly, as well as the hospitals,to give us more data onif there are any abuses of the system, andis there a way that we can know abont that. If people are beingdischarged early, there is not a good place that I can go to find thatout. I think the medical association would be happy to participatein some way to collect that data.

The other thing that I thought has been mentioned and would bea positive comment, too, would be to consider some way, some sortof stepdown unit. If we have a patient, as in the first panel, who
did not feel that they needed to, or they could go homeand be-lieve me we are sympathetic to those kinds of problemsis theresome way to build into the system, so that we have a step downunit, so that the patient could go there for a day or two, untilthings could be worked out better. I do not know that that can bebuilt into the system, but at least that is a way in our minds, so ifwe have an outlet to put people out of the acute care setting, intosomething that is not a nursing home or home health care, butsomething that is in fact something of less care, and I certainlyagree that there should be some sort of mechanism to gauge theseverity of illness.

We see people that have, in my speciality, that have gallbladderdisease, that are very very sick. niey are septic; and they come inwith lowered blood pressure. We have all sorts of problems withpeople that have acute gallbladders, but there is no provisiontothe best of my knowledgeto gauge the severity of illness. And wecan sometimes get them out under the DRG system in the amountof time that we are allotted, but I do think that we second themotion on this severity of illness context.
I was also somewhat surprised to find out how poorly we are re-imbursed for outliers. Outliers means that you fall outside of the

DRG classification. I guess that that is built into the system. I donot know that that could be changed, but if you have a case that isvery difficult, that falls outside of the DRG system, the mechanismto reimburse the hospital is quite low, and I cio not know that thatcan be changed, but it certainlyif you reimburse at 30 percent ofcost of outlier days, that certainly does not seem fair. I may not beabsolutely accurate in that, but this is some of the information thatI have been given.
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More than anything else, our concern from the medical society is
to build quality into the system. We feel that maybe, maybe the
DRG system is not building the quality into it that it should, and
that the bottomline mentality is the real area of concern, and not
the quality. We feel that the physician has, in the past, been free
to sit by the bedside, make the decisions for the patient, not in the
back of his mind knowing that there might be a cheaper way but a
less better way, instead, of having to go the cheaper way to really
give them the absolute best quality. And in the future you can see
that there might be an effort to build in from the hospital stand-
point, and even as you are thinking of the physician, maybe we can
do it a cheaper way, that is not as good. We certainly endorse low-
ering medical care costs, but we do not endorse doing it cheaper
just for the sake of doing it cheaper. We believe that quality is the
bottomline issue from the standpoint of the medical association.

And as a last comment, it has been estimated that a lot of the
rural hospitals, or at least some of the hospitals, might have to
close down under the DRG system, at least the reimbursement
would force them into a setting so that they could not stay in busi-
ness, and having seen some of the hospitals in Arizona under
attack from various reasons, it would certainly seem to us, as phy-
sicians, that some of the communities, if they were in danger of
losing a hospital, what a tragedy that would be.

Thank you, very much.
[The prepared statement of Dr. Henderson follows:]

PREPARED STATEMENT OF DR. GARY HENDERSON

The following are the responses of the Arizona Medical Association to your ques-
tions in regard to testimony which will be delivered to the Subcommittee on Health
and Long-Term Care at St. Joseph's Hospital Auditorium on September 14, 1985.

I am enclosing a copy of a special article from the publication Arizona Medicine,
entitled "Medicine: The Death of a Profession", by Leonard Peikoff.

First of all, I would like to say that it is difficult to poll the 3,400 members of the
Arizona Medical Association and totally reflect their thoughth regarding the pro-
spective payment reimbursement system and- ith effect on the elderly in our state. I
will try to reflect their concerns. First of all, the DRG system is not totally imple-
mented as far as federal reimbursement for Medicare patienth, and may be some-
what premature to make a total judgment regarding the system at the present time.
As regards question-

1. a. (i) I believe that the overall trend across the country, and especially more
specifically, to Arizona, is a dramatic attempt on the part of the physicians to
reduce medical care costs. This is reflected in the hospital census in the hospitals of
Arizona and it is true that the length of stay statistics show a drop, and also the
number of admissions show a drop in Arizona. We feel that this does not reflect
simply the impact of DRGs as much as it does the concern on the part of the medi-
cal community to try to lower health care costh. Certainly the efforth to justify all
hospital admissions was in place well before the implementation of DRGs. I think it
would be somewhat in error to feel that the dramatic change in numbers of hospital
admissions and their length of stay would be directly related to the institution of
prospective pricing reimbursement system. Physicians have been under rather in-
tense scrutiny by hospital utilization review committees to justify the reason for
their patienth hospitalizations and this occurred long before the PPS system. As re-
gards specifically 1.a., I polled several hospitals in the state from the perspective of
DRG Subcommittees, and the best that we can determine, there has been no pres-
sure from the hospitals to discharge patienth earlier under the DRG system. The
physicians of the state are quite aware of the PPS system and are trying to cooper-
ate in every way possible to make the system work. There is certainly a degree of
silent pressure which physicians exert on themselves to be aware of the cost ramifi-
cations of their patients admission and try to work within the DRG criteria which
are usually outlined for their patients after they are admitted to the hospitals. If we
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feel indeed the point in the future that the hospitals, or the representatives of the
hospital could put pressure on the physician to produce a more cost-effective admis-Sion is one of the great dangers of the system. If there is activity on the part of the
hospitals on the physicians to discharge patients because of cost reimbursement, Ifeel this is an area that would be taken up individually by the physicians of the
medical staff and also would be an item ofconcern for our Medical Society.1. a. (ii) It appears improper to assume that the decline in length of hospital stay
particularly identifiable in the West as due to DRGs. Patients throughout the coun-
try are aware of rising hospital costa and are making efforts to seek early discharge
with the promise of home-care and other ancillary levels of assistance. While DRGs
have undoubtedly increased awareness, there does not appear to be any empirical
proof that they have led in fact to shorter length of stay for Medicare patienta in
Arizona. The greatest problem we have is that the primary focus has now shiftedfrom quality of care to the cost and length of care with quality becoming a second-
ary factor. Patients live longer and technology improves, it is not a correct assump-tion that it will be easier to discharge patients earlier, i.e., unlike manufacturing
plants where new technologies cut down on costa, new technology often allows the
treatment of disease which heretofore was untreatable, and in essence adds to medi-cal expense.

1. b. We believe that the jury is still out on the entire DRG system. If physicians
become comfortable with this system and do not feel they are being compromised in
the level of quality of care they deliver, then they will continue to cooperate. How-
ever, we sense a growing discontentment on the overwhelming focus of the cost as aprimary factor, and believe that many people will, over the long haul, resist the
system which changes the primary attention from quality to cost.

1. c. At this point the process seems to be rather labor-intense. The success of the
DRG system at this point is difficult for us to judge. Again, with the federal portion
of the DRG reimbursement in an operation, we feel that it may be premature to
judge the success or failure of the system. At the present time it does seem to be
working. The statistics seem to be in favor of the DRG system. We have concerns
that the reimbursement may change in the future. Physicians are concerned that
they may be aaked to be even more circumspect as to the number of days allowed
for each particular illness, and that the standards may change so that patients areasked to in fact be discharged even quicker. Some of the comments which have been
made from some of the hospital DRG subcommittees have been oriented to the
heavy labor intensity of the process and the ever-reliance on computerization, andthe expense of the whole process.

2. a. Informal contacts from various physicians around the state substantiate the
fact that patients are being discharged quicker, and are sicker. There are some phy-sicians however, do not totally agree with this. Again, I think the cooperation of the
physicians and the elderly of the state of Arizona is quite remarkable, in trying tomake the system work. The aging population is growing in Arizona at a rattler
rapid rate. At the last count 40% of all hospital days were related to Medicare and
physicians are extremely concerned about this financial burden this puts on their
non-Medicare patients. We know from personal experience the pressure is there to
get Medicare patients in and out of the facility as quickly as possible. We do nothave comprehensive statistics which can document either greater mortality mothidi-
ty rate as a result of premature discharge.

2. b. We think there should be greater emphasis on allowances for outliers and
abnormal conditions which often present themselves when dealing with the elderly.
We feel that the categories of the DRG gToupings do not allow for different levels of
sickness for the same conditions, and that indeed two patients with the same diag-
nosis may reflect a different level of need as 'wards the medical care. The DRG
system is not able to take this into account. The DRG system itself may be rigid to
accommodate the vast complications which are inherent in treating elderly patients.
We would like to suggest that some type of routine flexibility should be looked at in
terms of being incorporated into the system. (However, you need to realize this will
specifically defeat the primary purpose of a fixed fee for a fixed diagnosis.

3. a. The main problem which I believe the Medical ABsociation is concerned with
regarding DRG's is that the focus has publicly changed from a quality of care to
length and cost of care. It does not take great philosophical thinking to realize that
cost, length, and quality are all very interrelated and in many instances if the pri-
mary factor is fuced cost, simple algebra will show that quality will suffer.

3. b. I do not at this time have specific examples of the effect of DRG's on quality
of care. I am hopeful that some of the physicians and other people I will be talking
to prior to the actual hearing will be able to provide me with concrete exampleswhich I will pass on to you.
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3. c. Not knowledgeable on the specifics at this time.
4. a. It would be my opinion that the Medical Association would support all efforts

to provide appropriate post-hospital care which would facilitate the structured and
intelligent discharge of patients into an appropriate secondary level of care. In my
conversations with various physicians in the State, there seems to be a need for a
somewhat step-down unit. Could there be a level of care somewhat between the hos-
pital and the nursing home in which patients who do not fulfill the DRG criteria
could be cared for? Certainly there are patients whose level of care is not appropri-
ate for the nursing home or for home health care who could be provided for in a
diffeient setting. Perhaps the hospitals of the State have explored the possibility of
converting some of their beds into step-down units in order to accomplish care for
patients who would fit some specific criteria. We would also support the issue of up-
grading nursing home care and the reimbursement of nursing home care and specif-
ically perhaps an area of nursing home care could also address the issue of the step-
down unit. We would again support the efforts to expand coverage of nursing home
care for Medicare patients. We have also been aware of the issue that home health
agencies could perhaps have a tendency to perpetuate care for their own sake and
do not always assist patients in their post-hospital recovery.

5. Based on everything that I have said, I believe that our positions should be to
support all efforts that ensure quality of care for our patient. We are not sure that
there can be meaningful sophisticated quality assurance mechanism coupled with a
strict DRG system. I believe all efforts at analyzing the effect of DRG's should be
focused on the quality so that trade-off between coat savings and morbidity and mor-
tality rates can be closely correlated. If the Medicare system is saving money be-
cause patients are going home sicker and dying early, one has to seriously question
if it is really doing anything at all. It is clear, however, that the DRG system is here
to stay until it is proven to support the issue of quality or it is found to be totally
not effective, in which time we will be confronted with some other system. Given
this reality, it is hard to come up with concrete changes of a mWor nature which
will make the system work substantially smoother. There are many things which
can be said from the Medical Association's standpoint about the DRG system and a
perspective PPS reimbursement in regards to the overall effect on the medical pro-
fession of our country. There are certainly a great deal of concerns from our otand-
point as to the profound changes that it will effect on the practice of medicine.

This completes my written testimony. I look forward to seeing you on Septt.mber
14.
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Special Article

Medicine:
The Ugh of a Profusion

Leona Id Pillion . -

Leonard hiked Is a professor of phr 4sophy who has
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One day, whin you are out of town on a business trip,
you male up with a cough, mode ad'sv chills, snd a
high fever. you do net knowethey M. you start to panic..
but you do firmer one action to talic you call a doctor:
de conducts a physicalesam,,taket a histery,adminthers
lab teak mums down the possielties. Within ham,
he reaches a there& el posetimothe and ow:falba a
ammo of trostment, IndsdIng antibiotics: Soon you
beget to mem& leo rolea. the crisis hover. Or you we
geeing me a/yaw aw.peu MN and brook your leg.itisa
disaster ,bla yeu remain calth become you can unit ono
semence tsp ours*: 'Tall the docter." Me proceeds to
naming your leo for nerve and blood vessel Injury, he
Mhos XFothr Moths the frecture. pus Oo a MC the
dimmer has faded inso a mere kthenvenience, and you
reWme your normal Ille. Or your &Id comes home
from school with a stabbing pain In the abdomen. There
is only else hope: you all the doctor. de performs an
appandemewwthe &lid MOW&

We take all this completely for granted. as though
modern drop, modern heaeltals. Ihdrnodern doctors
were facts of more, whidi always had been there and
which always will be there. Many people today tale for
granted ROI only the simpler kinds of medical Morten-
tiun, such as the ones I lust mentioned, but even the
.vondes cures and wonder tresonents that the medical
profession has peinstakingly devisedlike the latest
radiation therapy for bream cancer, or the Intricate deli-
cacy of modern brain surgery, or such a breathtaking
achievement as the artificial-hew implants performed

AA, MB ALO

by Dr. William C. Deirles. most of us aspect that the
deciors will go on accomplishing such kali roulotinely,
steadily removing pain and thus enhancing ihe quality of
our life, while adding ever more years to in quantity.

America's medical system is the env, of the globs. The
rich from every other country, when they goo sick, do
not head !Of Moscow or Stockhollts or even London any
mote; they COMO dnd In tome way. despite the
many public complaints against the medical profession,
we all know this lam; we know how good our doctors
are, and how much we depend on their knowledge,
skill, and detheetion. Suppose you had to go on a sill-
month ocean voyapovith no stops In port, wish ample
provisions and follow, but with only one other
slop represented on.board In iddition,end you could

. decide which it would be. Would you ask for your lawyet
to come alongt your accountand yaw Congressinaptv-
Would you dare even to ask for your favorite movie start
Or would you say: "Oring a doctor. What If something
happenst" The terror of having no ansWer to this sjoest.
lion Is mecisely what the medical profession saves es
Nom.

I am nos saying that all doctors are perfectthey are
not; Of that they all have good bodside mannerthey
do not or that the profusion is free horn flavnIlk.
every other gtoup today, the medical profession hilt ir
Aare of errors, deadens:les, weaknesses. But these are
not my sublect arftht, and thth do not alter two facts:
that Olif dooms. Msatevet their failings, do give us the
highest caliber health-care In world hIstoryand that
they live a grueling missence in Weir to do so.--

r .4=m/rens mOdical family. andl canton you wham
domer's Me is like. Most of them study nonstop for
years in medical school and then work nonstop fur the
rest of their Me. My own father, who was a surgeon.
operated daily from 7 a.m, until noon and then made
hospital rounds; from 2 to p.m.. he held office hours.
When he came home for dinner, If he did, the phone
never stopped ringingit was nurses asking Institut..
dons, or doctors discussing emergencycases. or patienty
presenting syrnploweeWhon he got the chance, usually
the at night or onlundays after rounds. he would read .

medial journals (or write for them), to keep abreast of
the WOO research. My father was not an excepts n. This
Is how mat doctors.ln any branch of medcine,the.and
how they work.

The profession Imposes not only killing hours, but alio
continuous tension: one way or another. doctors deal all
the time with aials with accidents. diseue, trauma..,
disaster, the Imminence of death. Ivan when an anthem
Is nos a mortal threat, the patient often fears that it h. IMP
he must be reasaured, nursed throush the terror, even
counseled psychologically by the physician. The pres
sure on die doctor never lets up. 111w wants to Ir. cape
even loc the space of a single dinner on the sown, chan
cm are that he cannot: he will probably get beeped and
have to rush to the emergency room lust as the entree is
being servird.

The doctor not only has to live and work in'such a
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1111,1/0e ooker, he has to think all the timeclearly,
scientifically. Medicine it a field that

,pyle, t.to fund ol specialized theoretical knowt.
rege. is,pply II properly to particular cases, the doctor

(...1...wously make delicate, excruciatingly com-
ply, sill ttons. Medical treatment It not usually a cut

,1 allth, with a simple, sell-evident course of
c h.,. .ouires the balancing of countless variables; it

Ilnical judgment. And the doctor must not
es y, ise such judgmenthe must. do it fall; typi-

cali,. Ile I.i to ad now. He cannot petition the court or
any employer for a postponement. He faces

Is . the merciless timetable of nature itself..
v, hat I personally admire most about doctors is the

tat I P.m lite, live this kind of life not out of any desire for
all tumor sell-sacrifice, but selfishlywhich Is the only
t lime that enables them to survive it. They love the field,
must 0 them; they find the work a fascinating challenge
in applied science. They are ptoud men, most of them,
with an earned pride In their abliitst tO observe, evalua
act, cute. And.thank God, they expect to be rewarded
ma ten a lly for thelr skill; they want to make a good living,
N hit I, is the least men can offer them In payment for
their achievements. The mak* that living, as a rule, by
standing on thelr own, not as cogs In some faceless.
government-subsidized enterprise, but as entrepre-
neurs in private practice. In this regard, the doctors ars
Antu.tit thcr last of the capitalist breed left in thiCcountry.
The) VC among the last of the Individualists that once
populated this great nation'.

Ladies and gentlemen, if I k new noth Ins a bout today s
world but the nature of our politicians and the ohne-
spoils reoretented by th. medical profession, I would
predict a n inevitable clash;a catastrophicclash, between
the two: between the government and the doctors. On
Tsuiely theoretical grounds. I would predict the &mime-
lion oi the doctors by the government, which in every
field now protects raid rewards the gad opposite of
thought, effort, and achievement. This evening, 1 want
to tell you that this catastrophe is actually taking Place,
and in what Manner, a nd how it will affect your futures'
well.

To understand what Is happening in medicine today,
we must go back to the beginning, which in this case it
1965, the yearwhen Medicareand Medicaid wore finally
pushed through Congress by Lyndon Johnson,.SAith-
care, as you may know, covers most of the medical
expenses of those oirer 65, whatever their income. Medi-
caid is a supplemental proeram for !Be poor of any age.

Those of us who opposed the Johnson plan areued at
the time that government intetvention in medicine is
immoral in principle and would be disastrous in prac-
tice. No man, we claimed, has aright to medical care; if
he cnnot pay for what he needs, then he must depend
on voluntary charity. Government financing of medical
expenses, weWgued, even if it Is for only a fraction of the
population, necessarily means eventual enslavement of
the doctors and, as a result, a profound deterioration in
the quality of medical care for everyone, including the

_

aged and the poor,
The proponents of Medicare were unmoved by any

arguments. 4Itruistic service Co the needy, they tald, is
man's duty, It Is degrading, they said, for the elder ly to
be dependent on private charity:' a "means test" is
incompatible with human dignity. Besides, they added,
the government would not-dream of asking for any
control over the doctors or over their methods of patient
care. All we wint the state to db, they la id,is pay the bills.

Well, it Is now 1965. Let us look at what actually
hippened.

The first result of the new program should have been
self-evident, Suppose syp. apply the same principle to
nutrition. Suppose President Johnson had said: "ri is
unfair to have to pay your own food and restaurant bills.
Men have a right to eat. Watihingten, therefore,will pick
up the tab." Can you project the results? Can you
imagine the eating binges, thy sudden mania foadinIng
out, the soaring demand for baked peacock tong ties a nd
other gourmet delicacies? Do you see Lutece and the
"21" Club becoming nationally franchised and starting
to outdraw McDonald's? Why not? The eatets do not
have to pay for It. And the food Industry, Including Its
most sincer members, Is ecstatic; now that the money Is
pouring from Washington into the grocery chains and
the restaurants, they can electivity customer the kind of
lusury treatment onke reserved for millionaires. Every-body.Is happyexcept that expenditure on food
becomes so great a percentage of our GNP, and the
drain en the Federal treaanti becOmes so ominous, that
every other Industry sthrtr to protest, and soon even the
bureaucrats begin td pank.

This is what happened to medical spending In the
United States. The patients covered by the new pro-
grams no longer had to .sy much attention to costthat
was the whole purpose of the programs. And the health-
care professionals In the beginning were generally
delighted. Now, many of them felt, the sky is the limit,
and they proceeded to build hospitals, purchase equip-
mem, and administer tests accordingly. Medical even--
ditures in the U.S. were 4.3% of GNP In 1952: today they \
aro about 11%, and still rising. Medicare expenditures
doubled from 1974 to 1979, doubled again In 1964, and
are expected to double again by 1991, at which time,
according to most current estimates, the Medicare pro-
gram will be ba nkrupt. Something, the government rec.
oenized, has-to be done; we are going broke because of.

Ahe insatiable demand for medical care.
-

The government did not decide to caneel its program . .
and return to a free market in medicinewhen aret..e
di ous government progtams ever canceled...
instead, It did what governments always do: It decided
to keep the program, but impose rigid controls anthem.
How? The first step was vim paten to force hospitals not
to spend much on Medicare patients, no matter what
the effecis on the health of those patients.

We will no longer, officials said, pay hospitals a fee for
each tervice they render a Medicare patient. That
methoe of payment, they said, simply encourages

MIZONA MEDICOS



53

speoding. Instead, we will pay according top new princi-
ple, DRGs. Remember those letters: DRG. They repres-
ent the first major assauh by the government against the
doctors and their patients. it is not yet the strangulation
of the medical profession. But It is the official dropping
of the noose around their necks.

DRG means "diagnosis-related group." According to
this approach, the governmem has divided all ailments
Into 468 possible diagnoses, and has set In advance a
Jilted, arbitrary fee for each; it rill pay a hospitat only
what ot claims is the average cost of the ailment, For
example, for a Medicire patient In the Western Moun-
tain region who Is admitted to a hospital' with a heart
attack and finally recovers enough to go home, the
government now pays the hospital exactly 85094no
more and no less. And It pays this amount no matter
what the hospital actually does for thepatlent, no matter
how long hls stay or how short, no matter how many
services he requires or how few. If the patient costs the
hospital more than the government pa yment, the hospi-
tal loses money on him. If he costs less, the hospital
makes a profit.

Let us pursue the heart-attack example for a moment.
Here is a fictional story now In process of becoming
reality around the country. A man suffering from severe
chest pains is taken by ambulance to the hospital. He
receives certain standard tests, including a cardiogram.
then Is moved to the Intensive Care Unit, where his vital
signs are continuously monitored. His doctor thinks that
in this instance a hirther test, an anglogram, is ureently
indicated; this test would outline the arteries of the.
heart and indicate if one is about to close off, an event
that could be fatal. The hospital administrator protests:
"An anglogram is expensive. It costs up to $1000. about
20% of our total lee for this man, and who knows what
else he's still going to cost ust You can't brove this test IS
necessary. Let's wait and see." The test Is not given.
Maybe the patient lives, maybe not. Several days later,
the administrator comes to the doctor: "You've got to
get this man out of the ICU. It's costing almost MO per
day, and he's been there now for flve days. What with
everything else, we've already spent almost the whole
payment we get for hlm." The doctor thinks that the
patient still desperately needs the spedalized nursing
avails% only in the ICU. The administrator'overrules
him. "There's ariarea of judgment here," he says. We'll
just have to take a bit of a chance on thls case."

Or: the doctdr decides that the patient is an excellent
_candidate for remedial heart surgery: a by-pass opera-

tion, he thinks; would probably:prolong The man's life
considerably while relieving him ol pain. But the man.

..after all, Is elderly and the operation wt5Old Involve i
lengthy hospital stay. "Let's try a more conservative
treatment first," the administrator says, "let's give him
some medication and wait and see." Again, maybe the
patient lives, maybe not.

Let us say that he lives and goes back to the regular
ward in the hospital.11e still feels very weak, and the
doctor does not think he is anywhere near ready to be
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discharged. But the 85094 has long since been spent, and
the administrator starts to wonder aloud; "Maybe this
man could manage somehow al home. In any event, he's
eating us aliveget him out of here."Maybe the patient
will survive at home, maybe not.

Do you sae the thrust of the system! If the hospital
does relatively little for the patient, It makes money; II It
provides an extensive range of services, It loses heavily.
Ti best case from its viewpoint is for the patient to die
right after admission: the hospital still gets the full fee.
The worst Ole is for him to survive with complications
and require a lengthy staywhicg Is why snipe hospitals
are now refusing to admIt.pallents they fear will linger
on too long.

I do Dot mean to suggest that our hospitals are now
meets; shrugging and calk:it-Ally withholding urgently
needed treatment from Medicare patientrToday's hos.
pitals and doctors do have Integrity; most are continuing
to do their very best for the patient. The point is that they
have to doll now within the CMG con straints. The issue Is
not simply: treat the patient or let him dii.The issue is:
treat hlm howl At what cost? With what range of servi-
ats, specialists, end equipment? With what degree of
safety or of risklThisisthe area wherethere is enormous
room for alternatives in t he quality of medical t reatment.
And this is the area that is now in the proeess of being
slashed across the board for Medicare patients, the very
people singled out by the liberals In the 1960's as need-
ing better medical care.

To revert to our nutrition analogy: It is as though the
government socialized eating out, then paid rettaurants
irradvenceonjy what gtompused as the average cost pel.
meal. There would ihen be a powerful incentive for-
restaurants to cut corners In every imaginable wayI0
serve onifthe cheapest foods in the smallest amounts In
the cheesiest minim. What do you think would happen
to the nation's eatersand its chefsunder such a set-
up? How long could the chefs preserve their dedication
to Preparing haute cuisine, when the restaurant-owners,
In wit-preservation, were forced to fight them at every
step clel to demand Junk food Instead? The same answer
applies to our doctotrtoday.

There Is now a new and deadly pressure on the doc-
tors, which continuously threatens the independence
and integrity of their medical judgment: the pressureto
cave in to utterly arbitrary, DRG economics, while
blanking out the effects on the patient. In some places,
hospitals are now offering special financial incentives to
the physician who averages out at relatively low cost. for
example, the hospital might subsidize such a doctor's
office rent or purchase new equipment for him. On the_ .
other hand, a doctor who Insists on quality care for his'
medicare patients and thereby drives up costs is likely to
Incur the hospital's displeasure. In the extreme case,the
doctor risks being denied staff privileges, which means
cutting off his major source of livelihood. Thanks to
DM, a new conflict Is In the offing, just starting to take
shape: the patient se. the hospital. Or, to put it another
way, the conflict is: doctors vs. hosphalsdoctors fight-
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tng a rearguard action to Maintain standards against
'Impital, that are forced by the government to become
rostcutung ogres. How would you like to practice 'a
ptolestron in which half your mind is devoted to healing
the patient, while the other hall is trying tel appease a
hospital administrator who himself is trying to appease
Ittle official in Washington!
*sod rnrember that Medicare patients are not a small

.0;toup On the contrary, because of their age, they con-
riir rue a significant pan of mosidoctors' practIctMedi-
Cale patients now make up about SA of all hospital
adrniy.,,Ins In the U.S.

The tleienders of DRCs answer all criticisms by %Trig
that r usts simply must be cut. Even under complete
cottalt.nr. they say, doctors could not give unlimited
treatment to every patient. T his is true, but it ignores two
crucial facts. It is because of government programs
that medical prices have soared so high and are now out
of reach ol masses of patients. This was not true in the
days of private medicine. Thtavftage Americana gen-
eration ago cduld afford quality, In medicine as in every
other area of life,without courting bankruptcy. 2) Even If
a patient could not afford it, at least, In the pre-welfare.
state era. he.was told the truth: OS a rule, he was told
about the treatment options available, and it was up to
him, in consultation with his doctor, tO weigh the various
possbilities and decide how to cut costs. But under the
present sistem, the hospital not only has to cut services
drasticalir-sit.is to its interest to conceal Alt facl.from
the patient. If he or his family evenlearns that t he angler
gram he is not going to have, or the heart surgery, would
make ail the difference to the outcome of his case, he
would immediately protest violently, insist on the ser-
vice, even threaten to launch a malpractice suit. The
system is rigged to squeezing every d rop of quality out of
medical car e, so long as the patient does not understand
what is happening. The patient does not know medi-
tine: he relies on the doctor's integrity to tell him what .
services are available and necessary in his case7yet,
In aaaaa ingly,the hospitals must try to batter down that
integrity. They must try to make the doctdr keep silent
and not tell the patient the full truth.

Under the new system, the patient is no longer a free
man to be accorded dignity and respect, but a puppet on
the dole; tobe manipulated accdrclinglywhIle the
doctor is transformed from a sovereign professional Lnto
a mere appendage,and accessory, a helpless tool In a
government-orchestrated campaign of shoddy quality
and deception..

The government's takeover of medical practice isnot
confined to public patients; it Is starting to extend now
into the private sector as well. This brings me to the
HMOs, which are now mushrooming all over the
country.

HMO meaos "health-maintenance organization." it
could also have been called BBM, for "bargain-
basement medicine." In this set-up, a group of doctors,
perhaps with their own hospital, offers prepaid, all-
iurlusive medical care at a cheap rate. For a fixed pay-
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ment in advance, a paymens.substantlally less than a
regular doctor would chargemhe patient is guaranteed
virtually complete coverage of hirmedical costs, no
matter what they are. The principle here is exactly the
same as that of the ORG system: if the patient's Costs
exceed his payment, the HMO loses Toney on him; if
not, it makes a profit.

Although HMOs are privately owned, the spread of
these organizations is wholly caused by government.
There were very few HMOs In the days of private medi-
eine. As part of the government's campaign to lowerthe
cost of medical care, however, Washington has recently
thrown its Immense weight behind HMOs, even going
so far as to advertise nationally on their behalf and to
give them direct financial subsidies.

How do HMOs achieve their low rates! In essence.by
the DRC methodthe method of curtailing services. In
thls case, however:the cuts in quality are everr more
sweeping, inasmuch as the HMO embraces every aspect
of medical care,and not merely hospital costs. For exam-
ple, HMO doctors do not generally have personal
patients, nor does the patient generally have a choice of
doctors or even necessarily see the same one twice
that is too expenslve. The patient sees whoever Is on
duty when he shows up; the doctor gives up the luxury
of following a case from beginning to end. Nor does the
doctor have much time to spend with a given patient.
HMOs are generally understaffed to save money; typl.
catly,there are long waiting lines of patient s. F urther, the
doctor must obtain prior authorization of any significant
expenditure from a highly cost-conscious administrator.
The doctor may detect a possible abdominal tumor and
request a CAT scanln effect, an eiquisitely detailed,
3-0 X-ray. But if the admini or says to him: "It costs a
lot. I don't think It's necessary," the doctor Is helpless.
Or he may find that the patient has an aneurysm, a
weakening of an artery that is Mee time bomb wait ng to
go off, and he mai want to operate to remove it. But the
administrator con reply: "These cases often go years-
without rupturing. Les wait a while." Like the doctor
under ORGs, the HMO doct or ultimately has to obey: he
either keeps his coos within the dictated parameters, Of
he is out of work.

What kinds of doctors are willing or eager to practice
medicine under these conditionst in large part, they
represent a new breed, new at legit In quanqtyahere Is,

generation of utterly unambitious young doctors
growing up tcOay, especially conspicuous,in the HMOs,
doctors Who a re the exact opposite qf the old-fashio ned
physicians in private practice-rndoctors who want to'
escape the responsibility of independent thought and.
)thigment, and who are prepared to abandon the pros-
pect of a large income or a private practice In order to
achieve this end. Thaselloctors do not mind the forfeit
of their professional autonomy to the HMO administra-
tor. They do not obiect to practicing routine, cut-rate
medicine with faceless patients on an assembly-line
basisso long as they themselves can escape blame for
any bad retults and cover their own tracks. Thete a tb the
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nee, bureaucratic doctors, theMDs with the mentality,
and the fundamental Indifference to their job, of the
typical postollice clerk.

hasten to add that there are better doctors in the
HMOS land that some HMOs are better than others). As

rule, however, the better doctors in these organiza-
tion...1Fr mercilessly exploited. Being conscientious, the
better men put in longer hourslhan necessary, trying to
make up lor the chronic understalling. They do not give
fn meekly to arbitrary decrees on cost; but fight the
administrator when they feel their own judgment Is
right. Increasingly, their professional life becomes a ser
les of such fights, which makes them the heavies, hard to
get along with and guilty of costing the HMO money
while tinir lesser colleagues capitulate to the sy.tem, do
as they are told,and take things easy.Time after time, the
better men step in to bail out such colleagues, struggling
to correct their errors, clean up their messes, rescue
their patients. At a certain point, however, the better
doctors start to get fed up.

An HMO doctor in California, a qualified internist and
a highly conscientious woman whom I know personally,
told me the following story. "I was looking through a
pile of cardiograms one day," she said, "and I saw one
that was clear ly abnor mal. I knew that the man should be
taken by ambulance to the emergency room for re-
testing and possible hospitalization. Then !thought: it's
late Friday alternoon,and it's going to takean hour ands
half, and I'm not being paid for the extra work, and who
will know if I wait until Monday? I was tempted for a
minute to drop the whole thing and so home, but then
ne remnants of my conscience made me get up wearily

and telephone the patient. This sort of thing," she con-
cluded. "happens all the time and not just to me, and
often the doctor does simply look the other way." Do
you see what happens under a sylterri in which the
doctor is penalized for his virtue or, at the least, is
deprived of any incentive, spiritual or material, includ-
ing pride In his judgment and payment for his world
Would you like your cardiogram to be in a pile on this
new breed's desks Yours is nextall of ours are.

The cancer Is growing inexorably. The debased stand-
ards inherent in government medicine are now spread-
ing to the whole of medical practice inahe Un Bed States.
The nev.medicine is not resiricted to Medicare patients
or to HMO members; it is soon going to engulf private
doctors as well, even when they see their own private,
paying patients;There are many reasons for this. The

_most obvious Is the pressure from the ite,alth-insurapce
companies, suchliBlue Cross and Blue Shield. Hospitals
now are charging higher rates to private patients in
order to recoup their losses on Medicare cases. As i
result, the private insurance companies are screaming,
and demanding that a DRG-type system be Imposed
uniformly, on all patients. They want private insurance
olicles from now on to pay only according to arbitrary,

oreset DRG rates, just as Medicare does now, which
would put the total of medicine in this countryall
patients, all doctors, all ailmentsInto the game cate-
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gory as-the heart-attack patient we discussed earlier. His
fate woidd become everyone's, and the standards of
American medicine would !imp'', collapse.

II this demand of the insurance companies surprises
you, remember that there are no truly private health.
Insurance companies in the U.). today. kt/hat we have,in
essence, is a goverementprotected, government.
regulated cartel in this field. And what the cartel wants is
not more freedom, but more money by means of
government favors, including stiffer government con-
trols over medical costs.

The end of the Medicare road, in other words, is
complete socialized medielni.

Now you can see the absurdity of the claim that state
payment of medical bills will 'hot affect the f ieedom of
physicians or the quality of patient care. State funding
necessarily affects and corrupts every private service.
Communism, in fact, is essentially nothing morethan
state funding. The Soviets pretty much leave doctors,
and.eyeryone else, fret to dream or fantasize within
their own slullIs; all the government does Is Fund every-
t hing,l.e., take over the physical means of every citizen's
existence. The enslavement of the c ount ry, and thus the
collapse of all standards, follows is a matter of course.

Now let me backtrack for a minute. I have been main-
taining that the cztse of our soaring health:care costs Is
goVernment funding of medical care. Many observers,
however, claim that the cause is something different:
the rapid advances in medical technology, such as CAT
scanners or the latest, most sophisticated disease-
detecting instruments.the magnetic resonance imaging -
or MU-machines. Some people, accordinglfrwant to
limit such technology or even abolish It. Let me answer
this objection briefly.

Technology try itself sloes not drive up costs; in factrit
generally reduces costs as It improves the quality or life.
The normal pattern, as,exemplified by the automobile
and computer industries, is: a new invention is expen-
sive at first, so that only a few can afford it. But inventors '
and businessmen persevere, aiming for the profits that
come from a mass market. Eventually, they discover
cheaper and better meThods of production. Gradually,
costs cotne down until the general population can afford
to buy. No one is bankrupttd, everyone gains.

What creates national bankruptcy is not technology,
but technology injected into a field by government
decree, apart from supply and demand. That is what is
hajipening in medicine today. State-of-the-art medical'
treatmentInclading new inventions or procedures.
that are still prohibitively expensiie, such as liver trans- .

plants and long-term dialysesis being financed by the -
goiernment for the total population in the name of
egalitarianism. The result is the unbelievable even&
tures that &remade routine*In our hospitals, far beyond
most people's capacity to afford.These expenditures are
particularly evident in regard.to the terminally ill, who
almost always fall under the umbrella of some
government-Supported insurance program. It has been
estimated that 1% of our GNP is now spent on the dying
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in their Iasi weeks of life. Did you hear that? Or, looked
at In another way: one-half of a man:1 lifetime medical
expenses occur now in the last six months of hi.s life.

In a free society, you yourself would have to make a
choice: do you want to defer consumption,cancel vaca-
tions. forego pleasures year alter year, so as to extend
your life in the ICU by a fenrmonths at the endt If you
do, no one would interfere under capitalism. You could
hoard your cash and then haw a glorious sores in the
hospital as you die. I would not care to do this. It does
not bother me that some billionaire can live months
longer thani by using machinery that Lcannot begin.to
afford. I would rather be able to make ends meet, enjoy
my life, and die a bit sooner. But in a free society, you are
not bound by my decision; each man makes and finan-
ces his own choice. The moral principle here is clear-
cut: a man has a right to act to sustain his I Ile. but no right
to loot others in the process. If he cannot afford some
science-fiction cure, he must learn to accept the facts of
reality and make the best of it.

In fact, In a free society, the few who could afford
costly discoveries would, by the normal mechanism,
help bring the costs down. Gradually more and more bl
us could afford more and more of the new technology,
and there would be no health-cost crisis at all. Everyone
would benefit, no one wou id be crush ed. The terminally
ill would not be robbing everyone else of his life, as is
happening now, thanks to government intervention;
the elderly would not be devouring the substance of the
young.

Wellto return to my main themehave now
covered, at least in essence. the Way In which goVern-
ment is wrecking the practice of medidne and tighten-
ing the noose around the doctors' neckst I have barely
scratched the surface. For example, I have not even
mentioned the formal introduction of the principle of
collectivism into medical practiceof committee-
medicine as against individual Judgment. This is exem-
plified by the flourishing PROs In our hospitals, the
Professional Review 0 rga n izations. which act to oversee
and strengthen the various DRG controls. PROs are
committees of doctors and nurses established by the
goeernment to monitor the treatment of Medicare
patients, and especiallyio cut its costcohimittees with
substantial power to enforce their atbitrary judgments
on any dissenting doctor. These committees are the
equivalent, in the Medicare system, of the HMO a d min
istrators. and have potentially the same kind of all-
emcompasiing power to forbid hbipital stays (along
with the associated tests and surgical procedures). even
when the admitting doctor thinks they are required.

Nor have I yet mentioned CONs. or Certificates of
Need. Since the government regards anything new in
the field of medicine as potentially expensive, a hospital
today is prohibited from growing In any respect.
whether we speak of more beds or new technology,
unless the administrator can prove "need" to some offi-
cial. Since -"need" in this context is -undefined and
unprovable. the operative criterion is not "need" at all,
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but piilipolitical pull. Under this program, the govern-
ment last year denied Sloan-Kettering, the fonous New
York cancer hospital. permistion to purchase an MRI
machine, because another New York hospital already
had it. Later, the government backed down in the lace ol
the resulting public uproar. But what apout the hospitels
that do not enjoy such lame or contacts, and that are
inexplicably denied the rightio acquire a new and cru-
cial diarnostic tooll So far, the freeze on them is only
partly effective. Doctors are still allowed to purchase
new equipment for their ownoffices, which hospital
patients now often use. But the government is lighting to
close this loophole; it l'iOnlhe verge of decreeinglhat
private doctors in their own offices out of their own
fandr cannot purchase new equipment without a
gOvernment certificate of "need." Here actin, by the
way, you can see how your care will be ;Heeled, even
you are not &Medicare patient. II your doctor or -hospital
is not allowed to have the equipment, you cannot
benefit from it either. It isn't there. It doesn't exist.

Nor have I mentioned the huh dredsyes.
huridredsof other government interventions in medi-
cine. In the space of a year. state legislatures alone
recently enacted almost 300 pieces of health-cost con-
tainment legislation. One hospital in New York now
reports to 99 separate regulatory agencres.

And I have not touched on what is perhaps the most
demoralizing crisis In the field of medicine today, dem-
oralizing to the doctors; the malpractice crisis. We must,
however, pause on this one. because It illustrates dram-

.-atically, in yet another form, the lethal effects of govern._
merWintereentiOn'in the field of medicine.- --

Medical malpractice suits have trebled since 1975.
There are now about sixteen lawsuits for every hundred
doctors. In addition, awards to plaintiffs today average
around 1330.000 and are steadily climbing. The effect of
this situation on physicians is unspeakable. First, I have
bten told, there is fear, chronic fear, the terror of the
next attorney's letter in the mall. Then there is the agony
of drawn-out legal harassment. Includlog endless depo-...,
sitions and a protracted trial. There is the exhaustion of
feeling that one lives in a malevolent universe, and that
every patient is a potential enemy. Always, there is the
looming spector: a career-destroying verdict. And wha-
tever the verdict, win or lose, there is the fact that all of
the doctors, innocent and guilty alike, are paying for it.

. They are paying for the exorbitant awards in the form of
unbelleveabje insurance premiumsover $100,000 per
year per physician in some places.

In response to this situation, doctors are forced ro
engage wholesale in what is called "'defensive mar."'
cine," i.e., the performing of unnecessary tensor proce-
dures solely in order to build a legal record and thereby
prevent the patient Dom suing later, f or example. I
heard about the case of a man falling and bumping his
head slightly. Since there was no evidence of any head
injury, there was no basis, in the doctor's judgment, to
order an expensive series of skull X-rays. But ifthe does
not order it, he takes a chance: if, , months or even years

ARIZONA REOICINE



later. the man should develOp mysterious headaches.
the doctor niight be sued; he might be charged retroac-
tively with negligence, since he ommitted a test that
might have shown something that might have prevented
t he headaches. So the doctor has no choice; he has to
order the tests to protect himself. By a conservative
estimate, defensive medicine now accounts for about
nuethial of all health-care Costs.

Since the medical profession did not suddenly turn
evil or irresponsible In the last decade or so, we must ask
what is the cause of the soaring la wsults. The most Imme-
diately apparent answer lies in the law, which has now
lost any pretense at rationality. The standardrof liability
are corrupt. Negligence. In any rational sense of the
term, is no longer the legal standard. Today's standard.
In effect, demands of the doctor not responsible care,
but omniscience and omnipotence.

For example, if a doctor prescribes a drug that is safe
by every known test, and years later it is discovered to
have side effects undreamed of at the time, the doctor
can be sued. Was he negligent? No, merely non-
omniscient. II he treats a patient with less than the most
expensive technology, whether the patient can afford it
or not. he can be sued."You open yourself to a malprac-
tice suit," says an attorney in the field,"if you even give
the appearance of letting financial considerations con-
flict with good patient care." Or: if a baby has a birth
defect that can be ascribed to the traunia of labor, the
obstetrician may be sued for not having done a Caesar-
ian, even though there were no advance indications In
favor of onebecause as one obstetrician puts lt, poop Id
assume "that anything less (than perfection) Is due to
negligence." This tail statement actually reveals the
operative principle of the law today, not of some crack-
pot left-wing radical, but of the law: the patient Is
entitled to have whatever he wIshei, rerfardless of cost or
means; it makes no difference what doctors know, or
whether the money exists; the patient's desire Is an
absolute, the doctor is a mere serf, expected to provide
all comers with an undefined "perfect care" somehow.

Do you see where this idea comes hood It is the basic
principle that underlies and gave birth to Medicare.
"You the patient," Washington sald In the1960s,"need
do nothing to earn your medical care or your cures.
From now on .you need merely wish, and the all-
powerful government will do the rest' for you some-
how." Well, now we see the result. We see the rise of a
generation of patients (and lawyers) who believe it, who
expect treatment and cures as a matter of right, simply
because they silh it, and.whd storm- info court when
their wish is frustrated.

The government not only inculcates siath an attitude,
but makes it seem financially feasible as well, because
Washington has poured so much money into the field of
medicine for so long. How else could anyone afford the
defensive tests, or the inflated medical prices necessary
to help pay for the Incredible malpractice awards! They
could not have been afforded in a free-market context.
In the days of private medicine, there was no malprac-
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lice Disk: there was neit her the public psychology nor
the irteiponsible funding that it requires. But now.
thanks to government, there is both. And there is also a
large enough corps of unscrupulous lawyers who are
delighted to cash in on the disaster, lawyers who are
eager to extort every penny they can fiom conscien-
tious, bewildered, and in ntost cater utterly innocent
doctorswhile grabbing off huge contingency lees for
themselves in the process.

The only solution to the malpractice crisis is a rational
definition of "malpractice," wIlich would restrict the
concept severely,to cases of demonstrable negligence
or irresponsibility, withln-the context of Objective deli-
nitions of these terms, taking into account the knowl-
edge Ind the money available at-the time, But this is
impossible until the government gets its standards and
its cash out of the.medical business altdyether.

Ladies and gentlemen, we are all kept alive by the
work of man's mindthe individual minds that still
retain the autonomy necessary to think and to function.
In medicine, above all, the mind must be left free. Medi-
cal treatment, asl have said, involves countless variables
and options that must be taken into account, weighed,
and summed up by t he doct or's mind and subconscious.
Your life depends on the private. Inner essence of the
doctor's function: it depend s on the input that enters hlt
brain, and on the processing such input receives from
him.

What is being thrust now into the equation! It li not
only Objective medical facts any longer. Today, in one
form or another, the following also has to enter that_
Grain.:::The I:MO*4;11M or will ralsebell ILI operate...
but the malpractice attorney will have a field day if I
don'iand my rival down the street, who heads the
local PRO, favors a CAT scan In these caws, I can't afford
to antagonize him. bdt the CON boys disagree and ihey
won't authorize a CAT scanner for our hospitaland
besides the FDA prohibits the drug I should be pr escr lb-
ing. even though it Is widely used In Europe, and the IRS. -
might not allow the patient a tax deduction for it, any-
how, and I can't get a specialist's advide because the
latest Medicare rulerprohibit a consultation with this
diagnosis, and maybe I shouldn't even take this patient,
he's so sickafter all, some doctors are manipulating
their slate of patients, they accept only Ihe healthiest
ones, so their average costs are coming in lower than
mine, and it looks bad for my staff privileges ..." Etc.
Would you like your case to be treated this waybra
doctor who takes into account your objective medical,
needs and the contradictory. unintelligible demands 81
99 different government agencies and lawyer-squads! U.
you were a doctor, could you comply with all of it?
Could you plan for or work around or deal with the
unknowable! But how could you not! Those agencies
and lawyersquads are real, and they are rapidly gaining
total power over you and your mind and your patients.

In this kind of nightmare world, if and when it takes
hold fully, thought is helpless; no one can decide by
rational means what to do. A doctor obeys the loddest
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alithority. Or he tries to sneak by unnoticed, bootleg-
we-4 some good health-care occasionally. Or he gives up
and quits the field.

Now you can understand why the philosophy of
Objectivism holds that mind and force are opposities
and why Innovation always disappears in totalitarian
countriesand why doctors and patients alike are going
to perish under socialized midicine, if its invasion of this
nation is not r ed.- Conservatives sometimes observe that govunment,
by freezing medical fees, Is destroying the doctors'
linanclal incentive tO practice. This is true enough, but
my point is different. With or without incentive, the
doctors are being placed lh a position where they liter-
ally cannot functionwhere they cannot think, judge.
know what to do, or act on their conclusions. Increas-
ingly, for a man who is conscientious, today's govern-
ntent is making the practice of medicine impossible.

The doctors know it, and many have decided what to
do about it. In preparation for this talk. I spoke to or
heard from physicians around the country. l,wanted to
learn their view of the state of their profession. From
New York to California, from Minnesota to Florida, the ,
response was almost always the same; "I'm getting out of
medicine." "I can't taken any more.""I'm putting every
cent I can into my pension plan. In five years. I'll retire."

Such is the reward our country Is now offering to the
doctors, in payment for their life-saving dedtcatIon,
effort, and achievements.

As to talented newcomers rising to replace the men
who quit, I want to point out that medical-school enrdi-
Iments are now dropping. Bright students today. says the
president of the Mount Sinai School of Medicine. are
"discouraged by the perceptional growing government
regulation of medicine.' Note that h is bright students
about whom he speaks. The other kind will always he in
ample supply.

Any government program has beneficiaries, who fight
to keep the program going. WI- o is benefiting from the
destruction of the doctors? It is not the poor. A genera-
tion ago. the poor in this countr y received excellent care
through private charity, compa ratively much better care
than they are going to get r ow. under the DRC and
HMO approaches. The benedclacy Is not she poor, but
only one sub-group among therm those who do not
want to admit that they are charity cases. those who want
to pretend that they are entitled to medical handouts as
a matter of right. In other words, the beneficiary is the
dishonest pqqr. who want righteously to collect the
unearned and consider it an affront even to have to say
"Thank you." And there Is another beneficiary: the new
9-to-5, civil-servant doctor, the kind 'Who once existed
only on the fringes of medicine, but who now basin In
the limelight of being a physician and healer, because
his betters are being frozen out. And there is one more
beneficiary:the medical bureaucrats, lobbyists, legisla-
tors, and the malpractice lawyersIn short, all the force-
wielders now slithering out of their holes, gorging
themselves -on unearned jobs, money: lame and/or
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power, by virtue of having sunk their fangs into the body
of the medical profession.

Altruism. as Ayn Rand has demonstrated, does not
mean k indness or benevolence; it means that man is a
sacrificial animal; it means that some men are to be
sacrificed to others. America today Is a textbook illustra-
don of her point. The competent doctors, along with
their self-supporting patients, are being sacrificedto
the parasites. the incompetents, and the brutes. This is
how altruism always works. This is how it has to work, by
its nature.

The doctors resent today's situation passionately.
Many of them are reads to quit. but not to fight for jheir
fieldat least. not to fight in the manner they would
have to, if they were to nave a chance of winning. In part,
this'n because the doctors are frightened; they sense
that if they speak out too loudly, they roay be subject to
government reprisals. Above all, however, thedoctori',
feel guilty. Their own professional motivation the per-
sonal, selfish love of their field and of their mind's ability
lb functionis noble, but they do not linow it. -

F,or ages they have had it pounded into them that it is
wrong to have a personal motivation.wrong to enjoy the
material rewards of their labor, wrong to assert their own
individual rights. They have been told over and over
that. n o matter what their own desires, theyshould want
to sacrifice themselves to society. And so they are torn
now by a moral conflict and silenced by despair. They do
not know what to say if they quit, or how to protest their
enslavement. They do not know that selfishness, the
rational selfishness they embody and practice. is the

` essence of virtue. l'hey do not know that they are not--
servants oftheli'patients, but, to quote AfITRand,"trac7:---
ers. Ilke everyone else in a free societr and they
should bear that title proudly. considering the crucial
Importance of the services they offer."' if the doctors
could hear just this much and learn to speak out against
their jailers, there would still be a chalice; but only if
they speak out as a matter of solemn justice, uphoidinp a
moral principle, the first moral principle: self-
preservation. .

Thereafter, in practical terms, theyand all of us
could advocate the only solution to today's crisis: re-
moving its primary ca useIn other words, closing down
Medicare. Reducing Medicare's budget is not the
answerthat will simply tighten the ORG noose. The
program itself must be abolished. In principle, the
method is simple: phase It out in stages. Lit the govern, -
mem continue to pay. on a sliding scale, for those who
are already too old to We for their final years: but giUi
clear notice to the younger generations that there
cut-off age. and that they must begin now to make their
own provision for their later medical costs.

Is therestill time for such& steplThe most I can answer
is: in ten years, there won't bethat is how fast things
are moving. In ten years. perhaps even in five, our medi-
cal system will have been dismantled. The best doctors
will have mostly retired or pone on strike, and the
government will be so entrenched in the fiild that

. .
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notiting will get rid of it. - -
If you are my age, you may sneak by with the rest of

youdifespan, counting on the remnants of private medi:
ci ne ihat still mkt. But if you are like many of the faces
see out thereIn your teens, twenties, thirtiesthen
Sod help you? To you, I want to conclude by saying: find
out what is going on in this flelddon't take my word for
itand then act, let people know ti.esItuation,In what-
ever way is open to you. In particular, talk to your doe-

qtr. If you agree with the Declaration of (ndependence,
tell him that he, too, comes under It; that he. too. is a
human being with a right to life; and thai you want to

'help protect his freedom, and his income. on purely
selfish grounds.

(6) Briefly Noted )
Manhall S. Block, M.D. Phoenix endoni-
nolosist and editor of Arizona Medkine.
has been named Medical Director of the
new ts.bed Humana HospitalPhoenix
Diabetet Center.
Harold E. Gales, M.D. Peoria. Is the now
medical director at Pueblo None Nursing
Center. Plaza del Rio. Peoria. Dr. Grim
has served as head of the Depanment of.
Family Practice at Boswell Memorial
Hospital.
Ronald P. Spark, M.D., President of the
Pima County Medical Society. was the
guiding force behind Tucson's Project
Graduation campaign. The program
enlisted the support of schools and young
peopie in promoting a chemical-Inners-
duation. Spark. a pathologist.sald t hat last
year. of the 91 Pima County teem who
died.39 were acddental deaths and most
involved akohol.

The growing problem of professional
liability Insurance was the topic of an
Amerient Medicine Association sponT
sand telecontereme presented in coon-
eration with the Arizona Medical
Association in Phoenix I. lune. profes-
sional Liability Committee members who
attended the teleconference were: Drs.
Earl J. Raker. lack firook6Willam 6Mars-
gold, William R. Myers, Edward Salton-
Piet William C. Stott, Loren Mla Taylor,
and Nell 0. Ward.

The Arizona Medical Association wel-
comes the following new rnember:

Active Memben
Mailroom

Kenneth A. kown, M.D.
Emergency Medicine

475 South Dobson Road, Chandler

JULY ilea 111.1i 7 .
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If you are looking for a crusade, there is none that is
more idealistic or more practical. Thls otie is devoted tu
protecting some of the greatest creators In the history ol
thls country. And it is also, literally, a matter of life and
deathyour life, and that of anyone you love. Don't let
it go without a fight.

Itelentnin
I. Arthur 5. Chenen,"Prospective Payment Can Put You in Court,"

Methcat Iconomles, luly 9, 104,
2. Allan Rosenfield, quoted in Susan triune. "The Moen'

Oilerrana," Nrw York, Match 15, 1945.
3. fames P. Glenn, quoted in "Professional Schools int ollrneni Off."

The New York Times. Feb. 10, 1905.
4 How No4 to fight Againtrialailled.Mednine." ob,,,Irg

Ne.aeler. March 1943,

_

University ol Oregon 1977
Mean I. Dimond, M.D.

Plastic Surgery. Hand Surgery
426 East Shea Imdevard, C250, Phoenix

George Washington University 1975
Alexander M. Don, M.D.

Psychiatry
5757 Wnt Thunderbird Road. Glendale

Medical jchool unihrsittof the
Witwatersrand. Johannesburg 19511

Patrick J. Donovan, M.D.
Hematology. Internal Medicine

7331 East Osborn. No. 300. Scottsdale
University of Nebraska 1977

Kenneth M. Hahn, M.D.
Family Practice

2610 WOO Bethany Home Ro.4
No. 202. Phoenix

University of Minnesota 1979
John 0. George. M.D.

Fondly Practice
12635 North 42nd Street

Paradise Valley
University of Pittsburgh - 1950

David G. Greenberg, M.D.
General Practice

733 East McDowell Road, Phoenix
Univerety of California - 1979

Donna G. Horne, M.D.
. Pathology

7400 East Osborn Road, Scottsdale
University ol Minnesota 1973

Midunl S. Ropey. M.D.
Pediatrics, Pediatric Endocrinology
350 West Thomas Road, Phoenix

Universityof Wisconsin 1967
Steven M. Hannan,. M.D.
Obstetrics and Gynecology
2201 South Dobson Road

No. 204, Mesa
University of Colorado -1977

John D. Marshall, IND.
Family Practice

4232 East Cactus Road, Phoenix
University ol Toronto

Faculty of Medicine - 1977
Arnold H. Moyerowilz, M.D.

Family Practice
1402 South Mill Avenue. No. 2, Tempe

'Medical School University of the
Witwatersrand lohandesburg -1973

Steven S. Perlmutter. M.D.
Ophthalmology

300 West Clarendon. No. 110. Phoenix
Washington University - 1980

Robin I. Prentice. M.D.
Anesthesiology

5060 North 19th Avenue
No. 103. Phoenix

University ol Arizona - 1979
.11arold I. Reknit, M.D.- Neurological Surgery

2910 North Third Avenue, Phoenix
Medical College of Virginia 1970

Susan D. Scads; M.D.
Emergency Medicine ,

1741 East Morten AvenueB. ChOtnio
University of Arizona - 1979
lames M. Tillinghast, M.D.

Anesthesiology
7006 East Osborn Road, Scottsdale

Universlt? of Texas Medical
Branch, Galveston 1977

Address Carer. tun:
Susan I. Hays, M.D.

Dermatology
9220 Ent Mountain View Road

Suite 213. Scottsdale
College of Medicine and Dentistry

of New lersey - 1980



Novara
Mark I. Roos. M.D.
Internal Medicine

P 0. flos 841, Show Low
University ol Anton, 1976

Pinta
Bruce K. Adams. M.D.
Emergency Medicine

6900 North Chu Parr AI. TuLtan
University of Minnesota - 1974

Dennis R. lotion, M.D.
Anesthesiology

5200 Fan Grant Road
No. 602, Tucson

University of lows - 1964
Steven I. CaMn, M.D.

Obsretncs and Gynecology
839 West Congress Street, Tucson

Washington University - 1980
lames Robert Casrady, M.D.

Therapeutic Radiology
Aritona Health Sciences

Center, Tucson
Harvard Medical School 1961

lohn H. Finley, M.D.
Anesthesiology

5700 East PinsaE, Tucson
Creighton University 1975

David I. Lapan, M.D.
Cardiology. Internal Medicine

1773 West St. Mary's Road. Tucson
University of California

San Franclico 1974

Final
Eleanor A. Mebane. M.D.
Obstetrics and Gynecology

1820 East Florence Boulevard
IL Casa Grande

University of Nevada School of
Medical Science - 1960

Yavapal
David A. Griesenter, M.D.

Neurology, Child Neurology - Publishing Committee
1022 Willow Creek Road Marshall B. Block, M.D.. Chairman

No. 104, Prescon Earl J. Baker, M.D.
John Hopkins University . 1976 Burnell R. Brown, M.D.
-Itonald F. Whitney, M.D. George E. Burdick. M.D.

Urological Surgery Richard L. Conine. M.D..
1003 Division, Prescott Kenneth B. 0 M.O.
Tufts University - 1972 Jay S. Plelahman, M.D.

Elaine Pearson Young, M.D. Benjamin K. Herds, M.D.
Dermatology Jonathan M. Levy. M.D.

300 South Willard . William B. McGrath. M.D.
No. 104, Cottonwood Na6pIto L Robles. M.D.

Northwestern University . 1967 Jay W. Smith. M.D.
Volker K.H. Sonntag, M.D.

Yuma Sidney C. Werner. M.D.

so

College ol Medicine
and Dentistry

ol Now lersey - 1976
Julio Zonis. M.D.

Neurology
1220 West 24th Street

No. 1, Yuma
Unlverlity of TelAviv 1977

Sankt Memben
Maisons

Viraal V. Abhya ninth M.D.
Psychiatry

1424 South Seventh Avenue
v -Phorans -

University of Bombay - 1963 PresidentVincent I. MAIM M.D.
. Gary L irendetson. M.D.Orthopedic Surgery

10250 North 92nd Street Prealdentffinal
Scottsdale Noll 0. Ward, M.D.

State University
of New York 1948 Vice Prealdent

Robert S. Hirsch, M.D.

ArMA

Pima
Martene Slutsraln, M.D. annum/

internal Medicine Richard L. Collins, M.D.
Veterans Administration
Medical Ceirter, Tucson Teealleree

State University of New York Mark way, Jr., M.D.
at Buffalo - 1976

Poet President -
Resident Members Earl J. Baker, M.D.

Marlcopa Executive Vice President
'Mara P. Mina, M.D. Bruce E. RobinsonShirrs" Chandra Shard

Medical College
Udall lindia) 1969

Student Members
University of Arizona
Thomas Goodheart

Affiliate Members
Markopa

Manvin A. K. tommen. M.D.
University of Pittsburgh 1951

Pedro F. Airnasan, M.D.
Family Practice

201 First Avenue, Tunis
arully of Medicine and Surgery

Uraversity of Santo Tomas 1953
Louis K. Maditon, M.D.

Radiology..Nuclear Medicine
2451 South Avenue, No. 7. Yuma
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Mr. KOLBE. Thank you, very much, Dr. Henderson.
We will next go to Tom Plantz, president of the Arizona Hospital

Association. Tom?

STATEMENT OF TOM PLANTZ

Mr. PLANTZ. Thank you, Congressman Kolbe and Congressman
McCain.

I am Tom Plantz, hnd I am representing the Arizona Hospital
Association, of which I am the chairman of the board of directors.

I am here today representing literally 58 of our hospitals state-
wide, who are members of the Arizona Hospital Association. These
hospitals, together, comprise approximately 10,000 of our inpatient
beds here within the State, as licensed by the State of Arizona. On
behalf of our association, I would like to extend a collective thank
you for the opportunity to submit both the written testimony, earli-
er, and the opportunity, today, to comment verbally.

The written testimony, as you will find before you, is much
longer than the few comments I am about to make. So, in keeping
with Dr. Henderson's lateness of the hour, I will move very quick-
ly.

The Hospital Association, for the record, has submitted that writ-
ten statement, and it is before you, I believe.

Mr. KOLBE. And it will be entered into the record.
Mr. PLANTZ. Our member hospitals have identified several key

issues of concern in the course of responding to the five issues, as
defined in your initial letter, dated August 13, 1985, and through
their input of those individual hospitals, combined with the in-
volvement of the Hospital Association's councils on patient care
and finance, which have met together in the last couple of weeks in
Phoenix, we have identified some of these following issues, and
urge your consideration, as we articulate them.

Significantly, they are as follows: With respect to the scope of
PPS, prospective payment system reimbursement impact, in our
review and evaluation of the impact of the DRG system on the el-
derly in Arizona, there needs to be more focus on the health care
system in a broader sense and not just the role and activities of the
hospitals, alone, or the physicians, alone. Each participant in the
delivery of health care services should be considered in determin-
ing the overall impact of PPS.

These participants that I refer to include physicians, hospitals,
certainly, nursing homes, home health care agencies, allied health
professionals and social service agencies in the community. As an
example, in this State, we have some 8,263 skilled nursing home
facilty beds, and only about 910 of those are licensed under the
State health department, and therefore only those 910 receive Med-
icare certification, and thus, Medicare will not pay for that skilled
nursing care when those patients are admitted to those facilities.
Indeed, a burden is added to the patients and the family at that
time, a financial burden, particularly. These nursing homes, while
good, I know are working hard to increase the standards so that
that certification will come, and, yet, that is a dilemma, particular-
ly for our elderly patients.
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Some other range of factors that I think are worth mentioning,
although the PPS has a significant impact on the health care
system, and the delivery of health care services relative to our hos-
pitals, the effects of PPS are just one factor contributing to the
changes occurring in the health care environment, today.

In Arizona, the health care providers have experienced the
growth and popularity of outpatient surgical centers and outpa-
tient treatment centers, as alternatives to inpatient care; we ap-
plaud that effort in the name of good patient care at lesser cost. In
fact, as many of you know, Arizona was a pioneer in the develop-
ment of this alternative care program. In addition, the Arizona
Medicare experience, called AHCCCS and the elimination of the
certificate of need statutes, have also contributed to the changing
environment in the delivery of health care services in our State.

The point of what I am saying is PPS has had an impact and
DRG's, yes, have had an impact but there are also many other fac-
tors that need to come into this equation as you make your evalua-
tion.

With respect to modifications of this system, regarding some of
the questions you have raised in your letters, this subcommittee
review, I would hope, and others like it around the country, reveals
that the PPS and the DRG system is working. The Arizona Hospi-
tal Association also believes that it is working, but that further
tightening down of the financial reimbursement and/or a contin-
ued racheting down, if you will, by Federal Government, will even-
tually lead to a reduction in health care servicesboth accessibility
and availability of those services for our elderly patients.

Further, if the system is determined to be working, additional
change in the new incentives currently employed will again cause
and create changes in provider behavior in response and reaction
to a new set of ground rules, which may be counterproductive. In
plain English, I would suggest respectfully that the system not be
tinkered with too much; give it a chance to work.

In the determination of the effect and impact that PPS has had
on such areas as quality of care, our Hospital Association believes
that consideration must be given to clearly defining as difficult as
it may be, such terms in the relationship to the elements to be
measured regarding that issue of quality of care.

With respect to the need for additional regulations, as raised in
your letter, our association supports the belief that there is no need
to create and impose additional regulatory programs on hospitals
or physicians, for the purpose of monitoring PPS. The basic system
is in place. It needs time to work. It should not be significantly
tampered with, in our judgment, but in support of our seniors,
many of them whom we have heard from this morning, it needs
refinements and flexibility so as to be more sensitive to individual
needs and extenuating circumstances within those individual
needs.

Our Hospital Association believes that greater coordination with
other interested and effected parties needs to occur in the future
development and implementation of PPS. As we have noted, the
health care agencies, allied health professionals, and other social
service agencies, within the community are all impacted as a result
of the PPS. The effect of these parties, as well as hospitals, needs
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to be coordinated to avoid lapses or gaps in providing the necessary
resources and services to treat the population, the elderly popula-
tion in need of health care. While our hospitals believe throughout
the State that the care rendered during inpatient hospitalization is
of good quality, we recognize, as was mentioned here this morning
during the first panel, that the elderly patients particularly some-
times require other support resources once they are discharged
from the hospital. That gets into the whole area of community
agencies and home health care services. Not all those cases need to
be taken care of in hoe els, and yet, the need is there on the part
of the elderly.

Another participant in the health care delivery system, which is
currently exempted from PPS and DRG programs, is the free-
standing psychiatric hospital. The Association of Arizona Hospitals,
whose membership includes six such psychiatric hospitals, would
urge that the current exemption for such hospitals be maintained
at least another 2 years to allow for the completion of studies to
determine what prospective payment system would be appropriate
for our free standing psychiatric hospitals in this State.

In closing, Congressmen, hospitals, we believe, are responding to
the PPS, here in Arizona, in the manner in which the Department
of Health and Human Services and the Health Care Financing Ad-
ministration intended it. In other words, hospitals are responding
to and working within the DRG system. However, PPS appears to
be just one factor contributing to the changes occurring with the
management and operation of our hospitals in delivering care and
services. There are additional factors that have initiated or supple-
mented changes to or with the health care delivery system, such as
growth of HMO's, particularly here in the community of Tucson,
the health benefit redesign as brought about by business and indus-
try and others, PPO's, IPA's, and the rest of the alphabet soup, all
impacting on the question before the House.

The health care environment in this State, I believe everyone re-
alizes in the last couple of years, has experienced significant
change. Because of these changes, new opportunities have been cre-
ated providing hospitals and other health care providers with
greater flexibility to meet the need to deliver health care and
health care services.

Hospital administrators, nurses and physicians, alike, are all con-
cerned and sensitive to the issues expressed here this morning re-
lating to cost, quality and accessibility and delivery. While we all
believe that appropriate care is most always given in our hospitals
at the hands of our physicians, we are quick to recognize that once
the patient is discharged from our hospitals, oftentimes other levels
of care and social services are necessary in the home setting.

The burden for care under PPS may well be shifting from the
hospital setting to other community, social service agencies, and I
think that is an important point to underscore.

The Arizona Hospital Association and its member institutions
are ready and willing to work with your subcommittee, with the
Congress to address the issues and hopefully find better solutions
to these problems. They're our problems collectively.

Our goal with our physicians is quality patient care at a reasona-
ble and affordable price and hospitalizations we all know are costly
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and the Federal Government must continue to recognize that some-
one has to pay for the extra burden resulting from the goods and
services consumed by our elderly patients. Those patients cannot
bear the burden alone, particularly after being discharged from the
hospitals, and our payment systems have failed to address that
fully.

I am pleased ta mention that our Hospital Association here in
Arizona is taking a positive step this fall, 1985, when we cosponsor,
with various senior citizen groups, and the American Hospital As-
sociation, a senior symposium to discuss, inform, and educate both
hospitals and senior citizens, regarding the dilemma before us, the
DRG's and the PPS payment system.

On behalf of the Arizona Hospital Association, Congressmen, we
thank you for the opportunity to be with you this morning.

[The prepared statement of Mr. Plantz followsd

PREPARED STATEMENT OF Toes PLANTZ; ARIZONA HOSPITAL ASSOCIATION

On behalf of the 58 member hospitals of the Arizona Hospital Association, I would
like to extend our appreciation and gratitude to the Committee and specifically to
Arizona's Representadves McCain and Kolbe for the opportunity to present the
membership's statement on the impact of the prospective payment reimbursement
system (PPE) on the elderly in Arizona. The 58 member hospitals of the Associationinclude rural as well as urban hospitals, general acute-care and specialty hospitals
(psychiatric and childrens), non-profit and for profit hospitals, and public as well as
private hospitals. Collectively the Association's member hospitals account for 9,273
of the 10,952 hospital beds licensed by the State.

Pursuant to your letter of August 13, 1985, the Aosociation has considered your
request and in honor of that request prepared a response for inclusion in the hear-
ing record.

ISSUE 1

One of the points made in favor of DRGs at the time of its adoption in 1983 was
that the system would encourage shorter lengths of hospital stay. Earlier this year,
the General Accounting Office, in a report to the Senate Special Committee on
Aging, noted that "Recent data on the use of hospitals under Medicare appear to
show that hospitals have in fact responded to the PPS system) by reducing lenghtsof stay".

a. How have hospitals in the state of Arizona responded to the inn iementation ofthe DRG system? Specifically:
(i) Has the average length of stay for Medicare patients in Arizona declined sincethe inception of DRGa?
(1) If so, by how much?
(2) Is this decline concentrated in certain specific DRG classifications? If so, which

ones?
(ii) Presuming a decline in the lenght of hospital stay, does this trend have any

medical significance which should be monitored by Congress, with consequent modi-fications to the DRG system?
b. What is the recent history of Arizona's rate of health care inflation?
(i) Do you attribute any impact on the rate of inflation to the use of the DRGsystem?
(ii) Do you foresee the DRG system serving successfully over the long-range in re-straining the rise in health care costs?
(iii) Are there limits to how much the DRG system can be expected to hold down

the rise in health care costs without compromising health care?
c. Arizona is in a unique position in that the rtate does not have a Medicaid pro-

gram. Does the lack of Medicaid services have any impact, adverse or otherwise, onthe success of the DRG program in our state?
d. Overall, how would you assess the success of the DRG system in Arizona9
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Reiative to Immo 1 and its subparts, member hospitals or the Association have re-
sponded to the implementation of tho DRU system generally as the hospitals were
expected to respond. The PPS provides incentives to the health care providers to re-
examine and evaluate the current delivery system(s). As predicted, once the pres-
sure point' changed, the suppliers of health care services did act accordingly and
alerted or modified their individual approaches to the delivery of services to best
accommodate their organizations and clientele.

Although aggregate data with respect to average length of stay (ALOS) for Medi-
care patients le still being tabulaWd by the State's (towel intermediary (Blue Cross
and Blue Shield), the AIM. for Medicare patients in Arizona appears to be declin-
ing in hospitals. In checking with individual hospitals within our membership, the
ALM, for Medicare patients has declined between .5 and 1.5 days. However, it is
worth noting that the ALOS for Arizona hospitals ham been gradually declining over
the past ten years. For example, the ALOS for hospitals in Arizona war 8.0 in 1976.
The ALAS declined to 6.5 for 1982, 6.5 for 1983, 6.1 for 1984, and 5.9 for the first six
months of 1985 a. calculated by the Arizona Department of Health Services.

With the length of stay declining, the possible medical significance is an issue
that should be considered by the health care provider community. However, the
effect PPS le having on the delivery of health care and health care services has
become evident. Because PPS has introduced a different set of incentives for the
health cars delivery system, health care providers are responding by intensifying
efforts to treat patients for their specific ailment, illness or disease; by developing
and offering treatment in less costly alternative settings, i.e. outpatient treatment
centers and outpatient surgical centers; and by discharging inpatients to less costly
settings to convalesce.

Although PI'S has moved the health care delivery system and individual provid-
ers to become more economical and cost conscious, several issues might be noted for
the Committee's consideration. First, just because the ALOS ie declining does not
mean that the consumption of resources to treat patients will in turn decline.
Second, the financial incentives provided through PP.S have moved the provision of
services to less costly alternative settings. Because of this movement, the individuals
who are admitted to hospitals as inpatients have a tendency to have higher acuity
levels. Third, the impact PPS ie having on the social services programs (as opposed
to the strictly medical delivery system) ie tremendous. As hospitals move to dis-
charge patients sooner, the social services programs established to assist eenior citi-
zens and others in recuperating are experiencing pressure for additional resources
to provide the necessary domestic, social and home health services and facilities for
patients. Fourth, the PPS has initiated action by the health care provider to reas-
sess the viability of services currently being provided and planned for the future. A.
a result, the potential problem of accessability and availability of services should be
reviewed and considered. Because reimbursement and payment for health care serv-
icos is moving to a prospective basis, the health care provider must start looking at
and to services that are both needed and financially viable. Tilis trend may particu-
larly impact the delivery of health care services in rural Arizona.

The experience of the Peer Review Organization (PRO) in Arizona conducted by
the Health Services Advisory Group (HSAG) also indicates that the ALOS is declin-
ing. Specific statistics to indicate the actual decline and specific DRG classifications
are not yet available. Once figures are available from the PRO and the Fiscal Inter-
mediary (Blue Cron and Blue Shield), we will share such information with the Com-
mittee.

Finally, another dimension which cannot he overlooked with respect to the inpa-
tient utilization admission and discharge aspects under the PPS is the role of the
physician. In Arizona a physician is responsible for admission and discharge of a
patient. Because PPS reimbursement is directly affecting the hospital, hospitals
through their medical staffs are working closely with physicians to respond to the

Arelnrecent history of Arizona's rate of health care inflation is considerably lower
than the rates in prior years. In review of the data from the Arizona Department of
Health Services, the average increase in rates and charges was 3.8 percent for all
hospitals licensed by the State. The 1984 average increase is very favorably when
compared to the preceding years' averages: 1983 (9.6 percent), 1982 (16.5 percent)
and 1981 (15.2 percent). To date for 1985 the average increase in rates and charges
is 5.8 percent.
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The 1984 average increase, 3.8 percent, also compares very favorably with the
United States' Consumer Price Index (CPI) Hospital Component, which was 7.0 per-
cent.

Obviously some credit must be given to PPS/DRG system relative to the impact
on the reduction in the rate of inflation. However, the degree and amount is yet to
be determined. The PPS/DRO system may in fact over the long-range restrain the
rise in health care costa, but only to the payor (U.S. Government) who utilize and
beneficiaries covered under this system. The long-range benefits, if any, for restrain-
ing the rise in costs will in all probability be at the expense of the non-Medicare
patients and payors, becauce of the cost-shift game. In other words, if HCFA contin-
ues to reduce or freeze their payment schedule, a greater portion of the costa of pro-
viding services and .:perating facilities will be borne by other payors.

Arizona is in a unique position in that the state does not have a traditional Med-
icaid program. However, the State has had in effect for approximately 3 years the
Arizona Health Care Cost Containment System (AHCMS) which is a Medicaid-
funded demonstration program, where the payment system is based on capitation.
Because this is an experimental program, the traditional rules and regulations ap-
plying to Arizona's situation relative to Medicaid do not necessarily apply. In fact,
AHCCOPS provides greater flexibility and latitude for the state to meld payment ap-
proaches and does not appear to impede the PPS.

To assess and measure the success of the DRG system in Arizona is a difficult
task at best. It differs from hospital to hospital and as to the measure of success the
program has had to date. If in fact the program's success is measured in the sense of
making health care providers (hospitals) more efficient economically and cost con-
scious in the delivery of health care services, one would have to probably respond
positively. The cause for such a positive response is characterized in general by the
decline of hospital expenditures since the implementation of PPS. However, for
some hospitals, the movement by HCFA to nationalize all the various standards and
norms with respect to payment will have a differential impact on not only various
regions throughout the United States but on those areas within a state with differ-
ences in geography, demographics and economic characteristics. However, the
member hospitals of the Association do believe that the program has created a dif-
ferent and new set of incentives and responsibilities for hospital response. As a
result, it appears that the slack within the health care delivery system has started
to tighten up. In other words, the system is becoming more efficient operationally as
well as economically.

ISSUE 2

Earlier this year, the Aging Committee received testimony from interested indi-
viduals and organizations, in particular visiting nurse associations and home health
agencies, which reported that hospitals under DRGs are discharging patients
"quicker and sicker."

a. What discharge planning procedures do hospitals have which assure that pa-
tients receive sufficient counselling prior to discharge?

(i) How well is this system functioning in Arizona?
(ii) Are improvements needed in order to assure that elderly patients are ade-

quately provided for upon discharge from a hospital?

RESPONSE 2

As noted under Response 1, the Average Length Of Stay is declining, which would
indicate that patients are being discharged "quicker." However, to discuss the issue
of "sicker" is a medical analysis probably better considered by the physician com-
munity. More to the point rward ing the specific issue of discharge planning, the
hospitals have recognized and initiated actions to deal with the discharge planning
process as a result of the PPS system. In fact hospitals are moving to initiate dis-
charge planning activities almost at the outset of an individual admission to the fa-
cility. From a hospital stand-point, the discharge planning process/system appears
to be working well within the hospital. However, there are areas that need to be
enhanced and improved. A. noted in Response 1, the demands being placed on the
alternative settings for inpatients' to recuperate and convalesce such ao home
health agencies, nursing homes, visiting nurse services is increasing. In addition,
the social service agencies such as the area agencies on aging are experiencing in-
creased demand for services from discharged patients. Because of the increa de-
mends for these services, such associations and agencies are in need of greater re-
sources to meet the increased demand. Another aspect of the discharge planning
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pocedure that needs to be enhanced and intensified is the patient and family re-
sponsibility for certain activities and functions upon discharge.

Overall, it would appear that the resource most in need of increase rests with the
assistance of non-skilled employees to be provided to discharged patients. As govern-
ment reduces and limits the amount of dollars provided to hospitals for the care and
treatment of patients, the health care community has responded to these financial
incentives by I3ischarging patients as soon as medically advisable. However, the dol-
lars that are available to other organizations such as home health agencies, nursing
homes, visiting nurse services, and social service agencies have not been proportion-
ated increased although the pressure for such non-hospital expertise and services is
increasing dramatically.

When analyzing the impact PPS is having on the health care delivery, it is criti-
cal that we look at the system from a broader viewpoint including not only the hos-
pital perspective but that of the physician, home health agency, nursing home, etc.

Relative to the issue of "sicker" dharges, we discussed with the State PRO their
experience with cases reviewed that might be judged potentially as premature dis-
charges. At this point in time, the PRO acknowledges 12 such potential cases under
consideration. Those 12 cases come out of a review experience (8/1/84 to 7/31/85) of
approximately 40,000 discharges of which approximately 400 were reviewed due to
the mandate to review all cases that were readmitted within seven days. It would
appear that claims and stories about people being discharged "too soon" is a small
fraction of the overall discharges under PP'S in Arizona to date.

ISSUE S

By law, the Department of Health and Hurran Services will be reporting to Con-
gress on the issue of "quality care" under the prospective payment system.

a. What is the view of the Arizona Hospital Association on the quality of care
issued under DRGs?

b. Can you provide the Subcommittee with any preliminary judgments on the
impact of DRGs on quality of care?

c. Are there specific aspects of the DRG system relating to quality of care that the
Hospital Association believes need attention?

RIMPONSE S

To address and express our views on the "quality of care" under PPS/DRers is a
difficult question to even begin to address. The term "quality care" has never really
been clearly defined by HES or HCFA. Although quality of care is hard to discuss
without a clear definition, we do know that hospitals are experiencing patients with
higher acuity levels (sicker patients) that are consuming resources at the same level
if not more than before PPS/DRGs.

Another consideration relative to the quality of care under DRGs is the impact of
advancements in technology and capital expenditures. As mandates have been cre-
ated over the years for regulatory control of the purchase and distribution of new
technology, it is hard to determine how the quality of care may have been improved
if in fact technokogy was available without regulatory control. Because PPS provides
a limit on the amount of reimbursement an institution will get for a patient, institu-
tions are re-evaluating and assessing the introduction of new services, equipment
with a keener awareness of the fmancial implications of such a purchase.

The severity of illness within the PPS/DRG system needs to be explored and rea-
sonable and specific measurement tools to determine the severity of the illness and
the associated resource consumption be developed.

Quality of care is also potentially impacted by any PPS/DRG effect on the avail-
ability and accessability of services to the popnlation. As previously discussed, this
potential problem may be particularly applicable in rural areas. As the financial
constraints on health care providers tighten, certain current and planned services
in rural areas may have to be reassessed. In turn, individuals seeking such services
may have to travel greater distances to access needed and/or desired services.

ISSUF 4

In the report mentioned earlier, GAO noted that "it is possible that some patients
may be discharged at a time in their illness when they have substantial needs for
care." GAO noted further that "to the extent that Medicare patients are discharged
from hospitals sooner and with greater needs for care, PPS may increase the effec-
tive demand for the post-hospital nursing home and home health services covered
by Medicare."
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a. Does the Arizona Hospital Association agree with GAO's assessment that
"some patients may be discharged at a time in their illness when they have substan-
tial needs for care?

(i) Can you provide the Subcommittee with any estimates of the increase in the
need for home-health and skilled nursing facility care in Arizona?

b. In view of the fact that Arizona's AHCCCS program does not pay for skilled
nursing home care, how will these increased needs be provided for?

RESPONSE 4

As noted earlier, it appears that PI'S is increasino the demand for post hospital
care including nursing home, home health, and visiting nurse services as well as
programs and services provided by social service agencies, regardless of who pro-
vides coverage. As previously indicated, the average length of stay for patients is
declining. The need for alternative settings that are less costly for patients to recu-
perate and convalesce will increase.

A key aspect of the estimated increase in need for home health, skilled nursing
facilities, and other services and facilities, is the desire by these health care provid-
ers to become Medicare-certified. In reviewing the statistics for Arizona, there are
61 home health agencies of which 48 are Medicare-certified and there are 91 skilled
nursing care facilities with 36 being Medkare-certified. In terms of available beds,
the discrepancy between total Allied nursing care beds and Medicare-certified beds
in tremendous: 8,263 available beds of which 910 are Medicare-certified.

Although Arizona's AHCCCS program does not include skilled nursing home care,
it is the responsibility of the State's fifteen counties to provide long term care serv-
ices including a mandate that patients be screened to the lowest appropriate level of
care. Because of this responsibility mandated by state law, Arizona probably has
greater flexibility in meeting the need for a full range of long term care services
than the State would have under traditional Medicaid.

ISSUE 5

Legislation has been introduced in Congress to increase the quality assurance
mechanisms under the DRG system now in place under Medicare. Do you believe
Congress should pass legislation strengthening the quality assurance mechanismsunder DRGs?

RESPONSE 5

Without reviewing the specifics of any new proposed quality assurance mecha-
nisms, the Association believes that there are ample mechanisms currently in place
to monitor and track quality of care under DRGs. For example, the government has
established the peer review organizations which were designed to monitor and track
the utilization and quality of Medicare services. In addition, hospital quality of care
comes under scrutiny by the JCAH accreditation program and/or Medicare certifi-
cation as well as state licensure qualification. In addition, hospitals have their own
peer review and quality assurance programs internally to further supplement the
mandatory programs.

If Congress is considering additional quality assurance mechanisms, the Associa-
tion would be happy to provide input ami feedback on the various proposals. Howev-
er, it would be our initial position that additional quality assurance mechanisms are
not needed unless such mechanisms improve upon and replace existing mechanisms.

In summary, the Association believes there are several significant issues that
have been brought out through our research in response to your specific questions
which we would like to note for the record and the Committee's consideration. The
points are as follows.

In review and evaluation of the impact of PPS on the elderly in Arizona, there
needs to be a focus on the health care system in a broad sense and not just the role
and activities of hospitals specifically. Each participant in the delivery of health
care services should be considered in determining the overall impact of PPS.

2. Although PPS has a significant impact on the health care system and delivery
of health care services relative to hospitals, the effects of PPS are just one factor
contibuting to the changes occurring in the health care environment. In Arizona,
the health care providers have experienced the growth and popularity of outpatient
surgical centers and outpatient treatment centers as alternatives to inpatient care.
In fact, Arizona was a pioneer in the development of this alternative setting. In ad-
dition, the Arizona experiment, AHCCCS, and the elimination of certificate of need
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statutes have also contributed to the changing environment for the delivery of
health care services.

3. If review and assessment reveals that the PPS/DRG system is working, the As-
sociation believes that further tightening of the financial reimbursement will even-
tually lead to a reduction in medical care. Further, if the system is determined to be
working, additional change in the new incentives currently employed to again cause
and create changes in provider behavior in reaction to a new set of ground rules
may be counterproductive.

4. In the determination of the effect and impact PPS hm had on such areas as
"quality of care", consideration has to be given to clearly defining such terms and
the elements to measured.

5. The Association believes and supports the belief that there is no need to create
and impom additional regulatory programs on hospitals for the purpose of monitor-
ing PPS.

6. The Association believes that greater coordination with other interested and af-
fected parties needs to occur in the future development and implementation of PPS.
As we have noted, the health care provider community (physicians, nursing homes,
home health agencies, allied health professionals, and nonhealth care providers
such as social service agencies) are all impacted as a result of PPS. The effect on
these parties, as well as hospitals, needs to be coordinated to avoid lapses or gaps in
providing the necessary resources and services to treat the population in need of
health care.

7. Another participant in the health care delivery system, which is currently ex-
empted from PPS/DRG program, is the free-standing psychiatric hospital. The Asso-
ciation, who's membership includes six such hospitals, would urge that the current
exemption for such hospitals be maintained at least another two years to allow for
the completion of studies to determine what prospective payment system would be
appropriate for free-standing psychiatric hospitals.

Again, on behalf of the 58 member institutions of the Arizona Hospital Associa-
tion, we appreciate the opportunity to submit and present testimony to the Commit-
tee on the PPS. If the Amociation can be of further assistance please contact us.

Mr. KOLBE. Thank you very much, Tom. Ms. Klaehn, would you
proceed?

STATEMENT OF ROBIN A KLAEHN
Ms. KLAEHN. Thank you.
Mr. Chairman and Congrmsman McCain, my name is Robin

Klaehn. I am the regional administrator for Medical Personnel
Pool in Arizona, and its home health agency. And I serve on the
Communications Committeee of the National Association for Home
Care.

I appreciate the opportunity to share with you the impact of the
prospective payment system on the demand for quality, home,
health services to Medicare patients in Tucson, in Arizona.

We are seeing that more and more patients fall through the
cracks in our Medicare system and these patients represent the
most vulnerable segment of our population. Under the relentless
pressure to cut back expenditures, we are seeing those cracks in
the system grow wider and deeper. The same cost containment
pressure that led to the adoption of the prospective payment
system also fueled the rapid expansion of home health services.
This growth was fully consistent with the intent of the Congress
that Home Health Services be made widely available.

Today, however, there appears to be growing concern that home
health services are not actually serving to substitute for institu-
tional care, but have become simply an add-on to the total program
cost. As far as I am aware, there is no data that define this particu-
lar problem. Yet, there has been an incessant barrage of new regu-
lations emanating from the Health Care Financing Administration,

7 3



70

that are intended to ratchet down home health expenditures, andseverely restrict the access of Medicare patients to home health
care.

This is happening at the very time when the growth of the frail,
elderly population, their increased longevity and their earlier dis-
charge from hospitals under the prospective payment system arecreating a greater demand than ever before for home care, as a
humane and cost-effective alternative to institutionalization.

Tightening the reimbursement screws on Medicare providers has
dire consequences for the patients. Who are these patients? They
are patients who may not have been discharged when they were
without the financial incentive of the prospective payment system
driving the discharge decision. For instance, an 81-year-old, bed
bound who had been admitted to the hospital in renal failure, and
she was subsequently discharged, she was seen by a home health
nurse, who found her comatose with a temperature of 106. The
nurse immediately accompanied her to the hospital where she wasreadmitted with a temperature of already 109.

We had an 84-year-old man who was hospitalized for chemother-
apy with a diagnosis of cancer of the colon with metastases to thebone and an unresolved urinary tract infection, and a fracture of
his hip. He was discharged from the hospital following chemothera-
py, already extremely sick and weak from vomiting. While his
family support was good., they had not had any training. No refer-ral for home health care had been made. Three days after dis-
charge, this distressed family was referred to us by a friend. He
was seen by a home health nurse and found to have a temperatureof 101. He was dehydrated, extremely weak and had edema, lung
congestion, and urinary retention. He was readmitted to the hospi-
tal. Home :tealth services started immediately would have included
at least skilled nursing and physical therapy. Had additional inten-
sive services been provided up front, the continuity of care could
have prevented complications, and possibly readmission to the hos-pital.

In general, our communications with referring discharge plan-ners are excellent. Although they are under great pressure, they
are meeting the needs of most patients and families. However,there always is room for improvement. We had a case referred to
us which illustrates how essential good communications are.An 80-year-old man was discharged late on a Friday afternoon,
and delivered to his home by a contract transportation firm. When
our nurse arrived on Saturday morning, she found this man in the
chair where he had been left the previous afternoon. He had been
alone, completely alone, in the dark, all night without food, with-
out water, unable to move. He had urinated and defecated in his
chair and must have experienced the kind of humiliation and hope-
lessness that we would find difficult to imagine.

Fortunately, we see our clients on the weekends, or he would
have remained so until Monday. But, clearly, this is a case where
failure of communication and coordination on behalf of a seriously
ill, older person, dependent on others for his care, could have had
dangerous consequences.

Here in Tucson, we have had a home health task force in placefor about 6 years. The group of hospital discharge planners, agen-
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cies, and DME vendors meets regularly to work together on issues
of communication and coordination of services, and to promote the
most effective use of home care resources in the community. The
Pima County Association of Licensed Home Health Agencies and
the Arizona Association for Home Care are the groups which are
continuing to work together to improve the home care resources
available in our community. But communication will not be
enough, and coordination will not be enough, and efficiency will
not be enough, if the necessary home health resources cannot be
made available to patients who need them.

By shifting patients out of hospitals earlier, the prospective pay-
ment system shifts costs out of the hospital, but also increases the
intensity of input required to care for the significantly more com-
plex home care case. HCFA, apparently, regarding these shifted
costs, as unwarranted add ons to program expenditures, seriously
impedes the ability of the home health industry to care for these
patients discharged sooner and sicker as Congress clearly intended.

I was asked to suggest how we can further maximize the delivery
of home health care to older Americans without establishing a new
program or providing more money. I believe the simple answer is
to call an immediate halt to HCFA's relentless chipping away at
the availability and skillful home care to which our elderly and dis-
abled are entitled under the law.

The emerging trends that I see in home health care are these:
Patients will continue to be discharged sooner and sicker. The
demand for high tech care at home will increase. The demand for
more intensive patient education in the home will increase. Family
and community support systems for home care patients will be
taxed beyond their capabilities of responding. More patients will
find themselves victims of the revolving door syndrome, as they are
shutti from one care setting to another. More patients will fall
through the cracks, discharged from hospitals and unable to qual-
ify for home health care. Unless Congress acts, we run the risk of
trapping thousands of our ill elderly and disabled in a Medicare no-
care zone.

I join with the National Association for Home Care in asking
Congress tc take the following action: Enact legislation to forbid
the implementation of new cost limits during the period of any
freeze on Medicare provider reimbursement. These bills, I believe,
are already in process. Direct HCFA to fully withdraw the proposal
to eliminate the presumption of waiver of liability for home health
agencies. Enact legislation to statutorily define intermittent care ats
soon as possible. Pass resolutions to designate the week of Decem-
ber 1 as National Home Care Week to educate the public. Thest
acti,ons are essen:ial to protect the Medicare beneficiary's right and
access to home health care.

I thank the members of this committee for traveling here, to
Tucson, for this hearing, and for giving me the opportunity to
appear here today. And I would be pleased to answer any questions
you have for me.

rThe prepared statement of Ms. Klaehn followsl
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PREPARED STATEMENT Or ROBIN A. KLAEHN, RN, BS, CNA, REGIONAL
ADMINISTRATOR MEDICAL PERSONNEL POOL ARIZONA

Mr. Chairman and Members of the Committee: My name is Robin Klaehn. I amthe Regional Administrator for Medical Personnel Pool in Arizona, and I serve onthe Commumications Committee of the National Association for Home Care(NAHC). Medical Personnel Pool is an International Health Care service that pro-vided nearly 35 million hours of care in the home to Medicare and private patients
in 1984. Medical Personnel Pool has offered home care services to patients in Arizo-na since 1971. After the Visiting Nurse Service of Tucson was forced by continuingreimbursement problems to close its doors in 1978, leaving the city with only oneagency, the county agency, to care for all Medicare home health patients, MedicalPersonnel Pool obtained a Certificate of Need and became the first proprietaryhome care agency in Tucson.

AB you are well aware, there have been significant and fundamental changes inthe health care delivery system in the years since we opened our office here, notleast among them the Medical Hospital Prospective Payment System (PPS) adoptedin 1983. I particularly appreciate the opportunity to share with you through thistestimony some examples of the impact of the Prospective Payment System on thedemand for quality home health services to Medicare patients ni Tucson and in Ari-zona, services they need, services to which they are entitled. We are seeing, everyday, that more and more patients fall through the cracks in our Medicare systemand these patients represent the most vulnerable and dependent segment of ourpopulation. Under the relentless pressure to cut back expenditures in every area ofhealth care, we are seeing those "cracks in the system" grow wider and deeper.The same cost-containment pressure that led to the adoption of the ProspectivePayment System also fueled the rapid expansion of home health services in the1970's and early 1980's. It was anticipated that increased use of home health serv-ices would result in cost saving through decreased nursing home and hospital ad-missions and reduced lengths of stay. In the 1980's, Congress acted to increaseaccess to home care by eliminating co-insurance and prior hospitalization require-ments, eliminating the 100 visits limit, and allowing proprietary agencies to serviceMedicare patients. This period of growth was fully consistent with the intent of theCongress that home health services be made widely available and barriers to thehome health alternative be eliminated. It is noteworthy, as reported in . . . homehealth line in March, 1985, the number of Medicare Certified home health agenciesincreased 65 percent from 1972 to 1981. In Arizona there were only 14 home healthagencies in 1980. In March, 1985, there were 52. According to the Arizona Depart-ment of Health, Office of Health Care Licensure, as of this date there are 86 homehealth agencies in Arizona.
Today, however, there appears to be growirg concern that home health servicesare not actually serving to substitute for institutional care, but have become simplyan add-on to total program costs. As far as I am aware, there are currently no reli-able data that define this problem; that is, there are no studies yet available toshow what proportion of home care is a substitute for hospital days or nursing homedays, and what proportion is the "add-on," the medically necessary care that theelderly and disabled would simply have been forced to do without if home healthservices were not available. Yet there has been an incessant barrage of new regula-tions, policies and administration procedures emanating from the Health Care Fi-nancing Administration (HCFA) that are intended to "ratchet down" home healthexpenditures and severely restrict the access of Medicare patients to home healthcart. This is happening at the very time wilen the growth of the frail elderly popu-lation, "heir increased loilevity, (often with multiple, chronic medical problems)and their earlier discharge from hospitals under the Prospective Payment Systemare creating greater demand than ever for home care as a humane and cost effec-tive alternative to institutionalization for elderly and disabled Americans. I cannotagree strongly enough with the National Association for Home Care's recent testi-mony to the Senate Budget Committee that ". . . it makes no sense to pursue poli-cies (such as the Prospective Payment System) which encouraged deinstitutionaliza-tion while hindering the ability of home health agencies to deliver the medically

necessary service patients require upon discharge.'
Homes lwmlth agencies (HHA's) have experienced unprecedented numbers ofclaim a during the past eighteen months, for technical and medical reasons.The lei ...did heaviest blow dealt home health agencies by HCFA was the newcosts limiu3 imposed July 5th to apply to individual services. Tightening the reim-burseme screws on Medicare providers has dire consequences for patients. A pa-tient released too soon from the hospital may not find a skilled nursing facility bed

76



73

available. When no bed is available or the skilled nursing facility won't accept the
patient, the hospital may not re-admit within seven days since it will not get an-
other DRG payment. A home health agency assuming responsibility for the pa-
tient's care is at risk for denial of services on medical necessity grounds. Why? Be-
cause the patient requires intense visiting by nurses and aides, to prevent further
deterioration of health. The intermediary decides that the patient ehould be in a
skilled nursing facility and denies the visits. The home health agency must abandon
the case and the patient is left on his or her own. Perhaps this patient will be re-
admitted to the hospital, or deteriorate enough for admission to a skilled nursing
facility, if a bed is available, or recover unassisted, slowly, or perhaps the patient
will not recover.

Who are these patients? I was asked to provide the committee with examples of
patients who have been discharged from hospitals to home care in what I would call
highly unstable conditions. In my opinion these patients may not have been dis-
charged when they were, without the financial incentive of the Prospective Pay-
ment Syetem drivmg the discharge decision; and surely would not have been dis-
charged without careful planning and coordination to assure continuity of care fol-
lowing discharge:

An 81 year old bed-bound woman had been admitted to the hospital in renal fail-
ure. She was subsequently discharged on a Wednesday with a referral to the home
health agency. She was seen early Thursday by the home health nurse, who found
her comatose with a fever over 106. The home health nurse immediately accompa-
nied her to the hospital where she was readmitted with a temperature of 109. She
was later discharged to a skilled nursing facility.

An 84 year old man was hospitalized for chemotherapy with a diagnosis of cancer
of the colon with metastasis to the bone, an unresolved urinary tract infection and a
fracture of his hip. He was discharged from the hospital following the chemother-
aphy, already extremely sick and weak from vomitingt. While his family support was
good, they had not had any training in nursing, positioning, transferring or assist-
ance with mobility. No referral for home health had been made. Three days after
discharge, this distressed family was referred to Medical Personnel Pool by a friend.
He was seen by a home health nurse and found to have a temperature of 101; he
was dehydrated, extremely weak, and had edema, lung congestion and urinary re-
tention with its attendant pain. He was readmitted to the hospital. Home health
services started immediately would have included at least intermittent skilled nurs-
ing and physical therapy. Had additional intensive services (including a home
health aide and medical social worker, combined with the appropriate discharge
planning) been provided, the continuity of care would have prevented complications
and readmission to the hospital.

A 72 year old man, living in southern rural Arizona, was diagnosed with a cere-
bral vascular accident (stroke), and was discharged and referred to home health. He
was to be seen for observation of the side effects from the drug coumadin, and to
draw blood for coumadin levels because there was no lab in the rural area. During
the second nursing visit, the physical assessment revealed the signs and symptoms
of digitalis toxicity. The patient was immediately referred to Ms physician and
rehospitalized. While this case does not directly reflect the pressure toward early
discharge under the Prospective Payment System, it is typical of home health cases
in many rural areas of Ariwna where close coordination and communication among
hospitals, physicians, and home health agencies are critical to the continuity of care
for the post-hospital patient.

There are many more examples in our case files to support the information given
to the Genral Accounting Office by home health agencies around the country, that
indeed patients are being discharged "sooner and sicker" under the Prospective
Payment System. Hospital discharge planners, too, are aware of the problem, par-
ticularly the greater need for patient education. As reported in . . . home health
line last March, the home health director for a 1,000-bed urban hospital in Connecti-
cut told a Home Care Conference that "the 'aucity' (or sickness) level of patients
discharged for referral to home health agencies has increased and the home care
patient requires more services, more supplies and more DME (durable medical
equipment)" as a result of prospective payment. "I wake up worrying about some of
the discharges," she said. She urged home health agencies "to help take up the
slack in patient education that has resulted from the Prospective Payment System
(PPS)."

In general we find that our communications with referring discharge planners are
excellent; although they are performing their coordination functions under great
pressure, they are meeting the needs of patients and families and doing an excellent
job of it. However, there is always room for improvement. We had a case referred to
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us not long ago which could have Isexi a tragedy, and illustrates how essential good
communications are. An 84 yeur ;A man was discharged late on Friday afternoon
and delivered to his home by a contmcc, transportation firm. It is our agency policy
to see a referred patient within 24 hours (regardless of the day), When our nurse
arrived Saturday morning, she found this man in the chair where he had been left
the previous afternoon. He had been %low, completely alone, in the dark all night,
without food, without water, unable t.o ;nove, he had urinated and defecated in the
chair, and must have experienced the kind nf humiliation and hopelessness thatwe
would find difficult to imagine. Fortunately ft r this man, we see our clients on the
week-end, or he would have remained so until Munday. But clearly, this ia the case
where failure of communication and coordintni,,n en behalf of a seriously ill older
person, dependent on others for hia care, timid hAve had dangerous consequences.

Here in Tuscon we have had a Home Uer.'th Task Force in place for about six
years, The group (consisting of hospital divro planners, home health agencies
and DME vendors), meets regularly to work together on issues of communication
and coordination of services for home care wtients. and to promote the moat effec-
tive use of home care resources in the community. I am very proud to huve been a
part of that Task Force and its work since its fomation. The Pima County Associa-
tion of Licensed Home Health Agencies, and the Arizma Association for Home Care
are other groups continuing to work togethe: linpova the home care resources
available to our community, and to promote the efficient coordination and manage-
men' of those services.

B ,t communication will not be enough, and coordirmtie,: will not be enough, and
effLiancy will not be enough if the necessary home health resources cannot be made
available to patients who need them. The Prospective Pornent System was enacted
by Congress in the expectation that increased demand for post-hospital home care
could be met, and would be met by the existing network of home care providers of
all typw that had grown so rapidly in recent years. By shifting patients out of hos-
pitalS earlier, the Prospective Payment System shifts costs out of the hospital, but
also increases the intensity of input required to care the significantly more com-
plex home care case. By input, I mean the frequency and duration of visits, the °inch-
nologies and equipment and supplies. These resources represent costs that are shift-
ing out of hospitals and into home care. That is as it should be. But the Health Care
Financing Administration, apparently regarding these shifting costs as a unwar-
ranted add-on to program expenditures, seriously impedes the ability of the home
health industry to care for those patients discharged "sooner and sicker," as Con-
gress clearly intended.

I was asked to suggest how we can further maximize the delivery of home health
care to older Americans without establishing a new program providing more
money. I believe the simple answer is to call an immediate halt to the Health Care
Financing Administration's rententlesa chipping away at the availability and scope
of home care to which our elderly and disabled are entitled under the law.

Over the last two years we have witnessed a series of actions on the part of the
Health Care Financing Administration which will reduce the ability of home health
agencies to deliver services to elderly and disabled Americans. Acting with little or
no consultation with effective providers and consumers:

HCFA has proposed regulations which would have the effect of eliminating
waiver of liability of protection of home health agencies. Under the waiver policy
currently in effect, home health agencies with a quarterly denial rate of 2.5 or less
are paid for denied services if it is determined that the home health agency did not
know or could not have reasonably known that the services were not reasonable and
necessary, or constituted custodial care. HCFA now proposes to hold home health
agencies to a 100% standard of accuracy, despite a 82.4% rate of reversal on appeals
of home health agency denials. Home health agencies often receive inconsistent and
unclear directives from intermediaries.

The Health Care Financing Administration (HCFA) has implemented rate/ home
health cost limits which abandon the current method of alculating the cost limits
for reimbursement to home health agencies on behalf of beneficiaries who require
and are entitled to home health care services. For the past five years, home health
agencies have operated under a system which sets the reimbursement limit on each
visit at the 75th percentile of overall national agency costs. The fact that the rates
are currently calculated in the aggregate allows an agency the flexibility to provide
certain kinds of care which exceed the coet limits. High cost services (e.g., rdlysical
therapy) and the cost of providing free care to indigent patients are offset by being
under the limit in other services. The ability to aggregate allows an agency to stay
beneath the cost limit overall, while providing the full integrated range of care. The
new method instead seta the cap at 120% of the mean of visit cost for each individ-
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ual discipline and eliminates use of "aggregation." As a member of the National As-
sociation for Home Care and as an individual home health agency Administrator, I
Strongly support Senate Bill 1450 and House Bill 3202 which would nullify this new
methodology. Without Congressional intervention, we fear the result of this propos-
al will be, not only to decrease the quantity of services available, but also will jeop-
ardize the quality of care rendered to elderly and disabled beneficiaries.

The Health Care Financing Administration sought imposition of a $4.80 co-pay-
ment on all home health visits after the 20th. The proposal would unfairly increase
the burden on Medicare beneficiaries. Medicare beneficiaries are already required to
make significant out-of-pocket expenditures to finance their own health care. Far
from saving millions of dollars, co-insurance would result in increas-xl cost to Medi-
care. Home health agencies and/or the government would be put in the position of
collecting insurance from the elderly. The administrative costs in doing so would be
enormous, and would necessarily be passed along to Medicare. Fortunately, both the
House and Senate in their respective Budget Resolutions rejected the proposal. We
remain hopeful that the Senate Finance Committee will also reject this propoeal.

The Health Care Financing Administration has attempted to redefine "home-
bound" and "intermittent" in order to. further restrict the availability of home
health services. Existing Medicare home health benefits continue to be unjustifiably
limited, contrary to Congressional intent, by restrictive and inconsistent interpreta-
tions of the term "intermittent care" as defined in the Medicare Statute which de-
termines the nature and frequency of home care available to nearly two million el
derly, infirm and disabled beneficiaries. The implications of these varying and in-
consistent interpretations of "intermittent care" are that there are thousands of
cases where patients who have been authorized by physicians as medically needing
home care have been denied home care outright, or have had home care severely
limited. The implementation of the hospital Prospective Payment Plan has exacer-
bated the already acute "intermittent care" problem. Senator John Heinz and Con-
gressman Henry Waxman introduced legislation last year which would have defined
"intermittent care" statutorily. This legislation, unsuccessful in the last Congress,
has been reintroduced in this Congress (S. 778/H.R. 2371). Without the aid of such
legislation, providers are subject to widely inconsistent determinations of fiscal in-
termediaries in making key coverage decisions and many patients in critical need of
services at home will find their access to medically necessary home care coverage
denied.

Val Halamandaris, President of the National Association for Home Care, in his
July 19, 1985 testimony before the House Select Committee on Aging, enumerated
some of the drastic effects that could result from these kinds of restrictive regula-
tions:

The level of home health services which Congress has mandated by statute for
Medicare beneficiaries will be significantly reduced at a time when the demand for
such services is sharply increasing. The reason for the increase is the enactment of
a prospective payment (DRG) system for hospitals which creates incentives to move
patients from hospitals into home care.

Agencies will drop out of Medicare. Hundreds of agencies will go bankrupt.
Agencies will no longer offer important but costly services, such as physical ther-

apy, for which they will not be adequately reimbursed.
New agencies and small agencies will be hardest hit, regardless of how efficient

they are.
Agencies in rural areas will be devastated. Such agencies have significantly

higher costs as they try to deliver services. Therapists and social workers are often
scarce and therefore more costly in rural areas. This increases the per visit length
and cost. The policyof undermining rural home health agencies puts the Federal

iGovernment in the ncongruous position of spending millions of dollars in grants
and loans to help such agencies with one government program (the Public Health
Service) and making it virtually impossible for them to serve clients through an-
other program.

Agencies which provide so called "high-tech" care such as the care of ventilator-
dependent persons, IV chemotherapy, or IV nutritional therapy will find it increas-
ingly harder to do so. These services have relatively high costs and will be discour-
aged under the new reimbursement system. Ironically, these are among the very
services whicti make it possible to move patients from hospitals into less intensive
settings.

Agencies will be forced to be selective about which Medicare patients they take.
Agencies may be reluctant to accept so called "heavy care" patients (such as stroke
victims), whose cost per case is relatively high, and the elderly indigent.
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The level of paperwork required by the new system will increase dramatically,
leading to a higher Medicare cost; ironically, such costs will have no relation to theprovision of Medicare care.

You have asked me to comment on the impact of the DRG system on the deliveryof health care, including home health care, to senior citizens in Arizona and the
effect on the health care delivery system in general in our state, which has a higher
proportion of senior citizens than the national average and which is the only state
in the nation without a Medicaid program. These are the emerging trends I see inhome health care:

1. Patients will continue to be discharged "sooner mid sicker."
2. The demand for high-tech health care at home will continue to increase.
3. The demand for more intensive patient education and instruction in the homewill continue to increase.
4. Informal (family and community) support systems for home care patients wil'

be taxed beyond their capabilities of responding.
6. More patients will find themselves victims of the "revolving door syndrome,"

they are shuttled from one care setting to another and back to the hospital.
6. More patients will "fall through the cracks," discharged from hospitals andunable to qualify for home health care.
Essentially, unless Congress acts, we run the risk of trapping thousands of our ill

elderly and disabled in a Medicare "No Care Zone."
In light of the problems I have discussed here, I join with the National Associa-

tion for Home Care in asking the Congress to take the following action:
Congress should enact legislation (S. 1450/H.R. 8202) to forbid the implementationof the new cost limits during the period of any freeze on Medicare provider reim-

bursement, or until October 1, 1986.
Congress should direct HCFA to fully withdraw the proposal to eliminate the pre-

sumption of waiver of liability for home health agencies.
Congress should enact legislation to statutorily define "intermittent care" (S. 778

and H.R. 2371), as soon as possible.
Congress should pass resolutions (S.J.R. 139 and H.J.R. 319) to designate the weekof December 1 as "National Home Care Week." Home Care Weeks have been pro-

claimed each year since 1982. Awareness of home health care has increased because
of these resolutions, which are no cost to the government.

These actions are essential to protect the Medicare beneficiary's right and accessto home health care. I thank the members ofthis Committee for traveling to Tucsonfor this hearing, and for giving me the opportunity to appear here today. I would bepleased to answer any questions you might have.

Mr. KOLBE. Thank you, Ms. Klaehn. And I want to thank all
three of our witnesses for, I think, some very in depth and com-
plete testimony.

Congressman McCain.
Mr. McCA.m. Thank you, Mr. Chairman.
And I would like to thank the members of the panel for their tes-timony.
Dr. Henderson, you mentioned in your written testimony that

DRG's might be successful if physicians become "more comfortable
with this system." What is it about this system that makes them
uncomfortable, and what changes need to be made?

Dr. HENDERSON. Well, I think that, as I alluded to, the system
puts us in a position of being sometimes at odds with the hospital,
and I think that is an overall philosophical problem that I do not
know that the system could be changed to address. But that iswhat I was referring to.

I think, as of right now, we are not experiencing terrific prob-
lems with the system, but, again, if the system is ratcheted down so
that the days allowed for the var: s DRG groups is less and less,
then I think we could get more u infortable with it. As it is now,we are able to work within it, anci think that, as a general group,
the physicians have tried to make the system work, and I think
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that we are, in fact. We need a little more time to see how it is
going to work, because we really have not had enough experience
with it.

Mr. McCAIN. In your opinion, Dr. Henderson, and Mr. Plantz,
are the rural hospitals in the State of Arizona, in jeopardy? And, if
so, what will be the impact of rural hospitals closures in our State?

Mr. Plantz, if you would like to begin?
Mr. PLANTz. On behalf of the Association of Hospitals, again,

Congressman, I think that is a very good question. Dr. Henderson
alluded to it in his remarks. I think it is factual. I think our rural
community hospitals in the State of Arizona, as well as around the
country, are suffering. They are suffering not only from DRG
impactI think that is as yet but one facet of thatthe ratcheting
down, the tightening of moneys, et cetera.

They are suffering, also, from a lack of census or occupancy.
Many of those facilities can no longer afford to provide the kind of
quality care that they wish to provide to their patients. Their pa-
tients, therefore, are bypassing them. Particularly seen here in
southeastern Arizona, where the patients often times drive the 50
or 100 miles up the highway to Tucson, to the specialized hospital,
you can understand where the patients come from in that respect.
We can understand therefore, what effect that might have busin-
esswise, censuswise, on the hospitals in the rural communities. I
think DRG's play an effect; they affect also, from the reimburse-
ment standpoint, all hospitals, not just rural hospitals. Everybody
is struggling, trying to make the system work.

The small rural community hospitals that we are talking about
of usually 50 beds, or less, do not have the flexibility. They do not
have the critical mass with which to react. They do not have the
staffing, the manpower, and so forth, with which to react within
that system. And, therefore, in some instances already in our State
their doors have closed. So we are concerned, as a hospital delivery
system, about that question.

Mr. MCCAIN. If, indeed, Mr. Plantz' statement is true, and yours,
too, Dr. Henderson, I think we are facing a severe problem. Per-
haps we ought to address that as soon as possible.

Finally, for all three of the witnesses, I would just like to ask if
they understood or appreciated Dr. Koff's statement concerning the
need for a continuum of care? I would like your comments on his
statement.

Ms. Klaehn, if you would begin?
Ms. KLAEHN. Thank you. Home health care is part of the contin-

uum of care and has been in Pima County since the Model Cities
Program under the area agency, I believe in 1973-74, and has
grown each year, as the needs have grown.

I would also like to comment on the rural home health agencies,
if I may, who are really in dire straits with the new regulations.
When you deliver home health care in a rural area, you are deal-
ing with very long distances and maybe a very ill patient 60 miles
from nowhere, which drives the cost up tremendously, and makes
it terribly difficult to provide the specialty services like physical
therapy that will make that patient independent again.

81



78

Mr. McCAIN. Then you are in agreement with Dr. Koff that the
need for a continuum of care is probably the great it single prob-
lem we face in health care today?

MS. KLAEHN. Absolutely.
Mr. McCAIN. Thank you.
Mr. Plantz.
Mr. PLANTZ. As Dr. Koff knows, I always agree with Ted.
I think his points were cogent. I would support his motion. I

think just to key on one of the points that Dr. Henderson alluded
to in his comments, when he referred to a step-down unit that our
hospitals need to develop those kinds of services where a patient
does not need the intense acute care element, and may not be quite
ready for the nursing home, or discharged to home and home
health care services, but there is that shade of gray in between.

I know, in our own organization, nowand I am not speaking on
behalf of all hospitals in the State, but in our own system, we are
currently developing that step-down unit, that sort of is the inter-
mediate step between in-patient acute care, and discharge from the
hospital. So, I think that is all part of the continuum that Dr. &if
is speaking about. And I think it really merits looking at.

Mr. MCCAIN. Dr. Henderson?
Dr. HENDERSON. I agree with his concept, but I just wanted to

state that the physicians have been the patient's advocate all
along. And will continue to be, and I am not sure that I understand
the concept of manager; his concept ofsomeone else, other than the
physician, being involved at the very outset, to plan the discharge
and plan the continuum. But I would be happy to be educated
about that, further, but I just wanted toI think the physician has
always been the patient's advocate, and will continue to be so.

Mr. McCAIN. Thank you. I think we could get into a dialog about
that, but I certainly appreciate your sentiments, Dr. Henderson.
Thank you very much.

Mr. KOLBE. Dr. Henderson, in your testimony you refer to the
fact that hospitals really were pressuring physicians to make the
discharge of patients before the introduction of DRG's. Would you
agree, then, that the impact of DRG's on physicians has been rela-
tively small and really has not had that tremendous an impact?

Dr. HENDERSON. I think that has been our experience here in
Tucson, but, again, I think the system is early and I think that the
potential for changing the practice of medicine in a big way is
there. But I do not think it has impacted that much on us, so far.

Mr. KOLBE. In his spoken testimony, Dr. Duncan spoke about the
winners and losers, the profiling of physician winners and losers
relative to the DRG reimbursement. Let me just read you the sen-
tence from his written testimony.

He said,
There is also evidence that some institutions may be exerting pressure, albeit

subtle, on -0 :.sicians to discharge patientn earlier through the profiling of physician
winners al 19sers, relative to DRG eeimbursement, and presenting these in open
environmern tail' department meetings, with the implicit threat of privileging.

Is there any experience that you can tell us about? Has that hap-
pened, or not?
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Dr. HICNDERSON. We have had several of those lists that have
been put on in staff meetings, but so far, they hnve been private.
They have not been posted to the best of my knowledgc.

Mr. KOLBE. Well, is even the private circulation or such listsisthat--
Dr. HENDERSON. Well, you can see the potential trvve, and, that

again, I think, is part of the ongoing changes that could be wrought
and you could see that if you had somebody who was costing the
hospital a lot of money, that there would be a way of dealing with
it, by posting that in some way, or letting the word get out, and
supporting it with data.

Mr. Komic think, in fairness, we better let Tom respond also to
this questioe

Mr. PLANTz. I was just reahing for the mike. I am not going to
disagree with Dr. Henderson After all, he is the past chief of staff
of one of our hospitals. His concern, I think, is well stated, or his
point is well taken.

I would say this. I do not like the word "pressure" personally,
and there is no evidence, at least in our hospitals, and I do not

Av of any evidence throughout the State of Arizona, where hos-
, 's are really "pressuring" their physicians to get the patients
discharged. Yes; there are contacts with the physician by hospital
personnel, little reminders along the way, that say, "You know,
doc, the DRG is coming up on this thing. You have had 4 or 5 days
here and unless you can document further necessity of illness, or
care required for that, we are going to have a problem." Now, if
that is going to be construed as pressure, that is pressure. But I
think the important point to mention here is the hospital has a
reasonsibility. It has a responsibility for its bottomline, certainly it
doesand for its financials, but it also must work and it does work,
I believe, with the physician.

The physician, contrary to some of the other testimony I've
heard earlier today, dischalies the patient. The hospital does not
discharge the patient, ever. The physician makes that judgment.

Mr. Komi. Let us allow the testimony to be heard here.
What about, though, the possibility of this kind of pressure that

is put on the doctors? If the ratcheting you spoke of takes place, is
there not a real possibility that hospitals could find themselves in-
volved in that?

Mr. PLANTE. Absolutely. Without hesitation, I would say that,
and I think, as that ratcheting further occurs, the pressure points
will build, and I think there is going to be greater encounters then,
between physicians and hospitals in that.

Mr. KOLBE. Well, let me ask both Mr. Plantz and Dr. Henderson,
we heard from two persons on our first panel about the kinds of
personal problems and experiences that they had. And we also
heard from Ms. Klaehn about some personal experiences that she
has had with patients. What would each of you say is the lesson
that we, as a committee or in Congress ought to draw from those
kinds of experiences?

Are they simply individual isolated cases? Is the lesson to be
something about the need for other kinds of care that should be
provided, outside of the hospital setting? Is the lesson that we need
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to learn from that, the dangers of ratcheting down the system too
far, or all of the above?

Mr. PLANTZ. Congressman, in framing your question, I think you
are beginning to already supply some of the solution. Specifically,
the testimony from the first two ladies on the first panel this
morning, and I, for one and I believe everyone in the room I am
surelistened very intently. Those are legitimate concerns; let that
be stated clearly.

Those are people with hurts and pains that need to be addressed.
Now, some may blame the hospitals and some may blame the phy-
sicians, for that plight, but in the final analysis, what they are
asking for is attention to their infirmities and that is part of where
the system, if I may suggest, is a bit insensitive. It treats all her-
nias and gall bladders, and all heart attacks the same.

Congressman, when you have your heart attack, and when I
have mine, they may be entirely different. I hope we are treated as
individuals, and I think that is what our two ladies, this morning,
were saying, on the first panel. Be sensitive to that point.

I would also say that, if there is but one or two inappropriate dis-
charges early from any hospital in this United States, that that is
probably too many, very frankly. And the issue of quality ofcare
en of us, physicians, hospitals, and government, alike, need to
worry about that point. But I think, in framing your question,
you've begun, already, to hear what this testimony has brought to-
gether this morning. I think therein lies some of the solutions, as
you mentioned, Congressman Kolbe.

Mr. KoLez. Thank you. Dr. Henderson, do you want to comment
on that?

Dr. HENDERSON. Just briefly.
I certainly agree with what Mr. Plantz has to say, and I think

that these stories just point up the fact that there will be cases
that sort of fall through the cracks. And with a relatively young
system that it probably will work OK, but it certainly is too bad
that there is not good communications sometimes. Some of these
things I think could have been avoided with better communication.

Mr. KOLBE. As always, I find Llyse lf running out of time, here,
with lots of questions that I wanted to ask. But, looking at my
watch, and realizing we have one more panel to go, and that we
still want to leave some time for public testimony, I am going to
close with this panel.

Again, thank all of you for the very excellent testimony which
was given.

Thank you.
Mr. KOLBE. On the last panel, Ms. Klaehn and John McCain

asked about problems in the rural areas. In this fourth panel, we
are going to hear about some of those problems in the counties and
cities outside of Tucson, and outside of Pima County.

We have with us, the director of Cochise Aging Services Stewart
Grabel. And, also from the SEAGA, the Southeastern Ariz,ona Gov-
ernment Association, Kathleen Heard.

So, let us proceed directly, and begin with Stewart Grabel, direc-
tor of the Cochise Aging Services.
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PANEL FOUR, CONSISTING OF STEWART GRABEL, DIRECTOR, CO-
CHISE AGING SERVICES; AND KATHLEEN HEARD, DIRECTOR,
AREA AGENCY ON AGING, SOUTHEASTERN ARIZONA GOVERN-
MENTS ORGANIZATION, *JISBEE, AZ

STATEMENT OF STEWART GRABEL
Mr. GRABEL. I would like to thank you, Congressmen, for inviting

us to testify on behalf of myself, but more primarily, our clients
and our staff.

I find it interesting that some of the testimony today has indicat-
ed that there is not statistical evidence to show that people have
been released earlier from the hospitals under the DRG's, because
all of the folks who have testified about providing in-home services
have stated to the contrary that their caseload is much higher, as a
result of these people being discharged. I think part of the statisti-
cal problem may be some definitions.

For example, in my written testimony, I quoted a case involving
a lady that did have hernia surgery, and that is the third time that
hernia surgery has been used as an example. She is 83 years old. I
am sorry-87 years old. I stand corrected, and yes, she was treated
for hernia surgery as an outpatient. She was discharged from the
hospital the same day she was admitted, with a 3-inch deep scar
that had to continually be drained and had to be monitored con-
stantly. And yet, it is not declared as a premature discharge be-
cause it comes within the definition of what the DRG is supposed
to do.

So that could be why our statistics, as such, do not indicate what
is happening, because that is maybe what is supposed to happen
under this system.

I think that one of the problems that we face in the rural part of
Arizona is a lack of choices and options. And that is, should a phy-
sician be displeased with his hospital, or how the hospital is func-
tioning, he does not have much choice of going to another hospital.
Most of the communities in Cochise County are served by one hos-
pital, and either you have privileges at that hospital, or you move.

That is not so subtle a pressure, I think, on the physicians. The
physicians are, as of a necessity, concerned with the well-being of
their hospital because, again, if their hospital goes under, they do
not have an option of another one. So, the pressure is not as subtle
as we would like to think it would be. I cannot imagine any of us,
under the knowledge that the hospital needs a certain amount to
function, and I need the hospital in order to function, I cannot
imagine any of us, under similar circumstances, necessarily acting
any differently on their behalf.

I think that one of the things that Ted Koff spoke about that is
most important, and most urgent, is that we take a look at funding
the interim care services, the care between the host italization and
what someone needs in their home. Often, it may not even be medi-
cal care. They may not need to have a nurse, but they may need
someone to give them a meal, or they may need someone to give
themto clean their house or to clean their carpet or to flush their
toilet, or to do any of a hundred other little tasks that once they
are released from the hospital, although medically, they are on the
road to recovery, they still cannot take care of by themselves. And
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these are the things that are going to have to be considered, as
someone previously testified, probably on admission to the hospital.
Because discharge is too late. If we wait until discharge, and a
problem that some of the physicians ize faced with planning for
this is that the physicians are used to giving an order in the hospi-
tal and then the hospital staff carries it out, and then the hospital
staff adds that to the bill, as part of the charges for the patient.

When the patient is discharged, that costthe patient may still
write up their prescription, OK, this person needs a home delivered
meal, but if my agency is at the limit for the number of meals that
we can provide at this current time, where do we get the funding
to provide that addi+:onal meal?

My agency has recently had a staff meeting in which we dis-
cussed this, and we have decided that we are going to have to say,
No. Because we do not have the money to provide additional meals.

Our agency was originally funded as a congregate meal program,
and then home delivered meals came in. We originally served
about 15 percent of our meals to homebound individuals. We are
currently at 65 percent of our meals. What that has meant is that
we have taken meals from our congregate program, the wellness
program, a program that is geared to keeping people healthy, and
we have had to shift it into an acute care program, if you will, to
give meals to patients who are being released from the hospital on
a fairly emergency basis.

The situation that was just testified to about a patient being left
in a wheelchair overnight, after discharge from the hospital is not
that rare in our experience. We have seen it in several of the com-
munities in Cochise County, where 'lie patient is home, we get the
referral, and we go in there and we find out that nothing has hap-
pened, or that a neighbor calls one of our meals people, and we go
in there and investigate. And we find out that they have been dis-
charged from the hospital, and they do not know why; they do not
know what is going on; they do not know whereand sGmeone has
to pick it up.

The other instance that really concerns our agency prima.ily
since we do not go for Medicaid or Medicare or any other type of
funding, we feel that if the funding is there, there are agenr ies
that are willing to provide the serviles. We deal with those people
who do not meet any of those criteriawho do not fit in those serv-
ices, and we are funded through State funds and through area
agency on aging. And those people are increasing in their neede at
a tremendous rate. In my written testimony, I said cur demand for
our nursing services increased 158 percent in the last rnir. That
indicates that there is a great need out there.

I do not want toit is late in the afternoon and most of anything
else that I would say, has been said before, but I did feel the need
to come and say those things and to add, just SF a conclusion, that
we have begun to participate ir a case management program,
again through our area agency and the State agency on aging.

It is funded very minimally, and one of my original concerns
with case management was that, in order to d.o the case manage-
ment, we had to take money away from our home care program.
That is, the pot did not grow; it is just that we assigned some of it

86



88

from home care to case management, and what we are trying to do
with the case management is to find alternative sources of services.

That is perhaps we could arrange for a sister, or a son, or some
other folks to come in and help meet some of these needs. But the
basic problem has to be dealt with on both ends.

One end is it has to be dealt with at the time of hospitalization.
That is, when you go into the hospital, the patient ought to be told
what they can expect when they come out. Because it is too late to
tell them when they are coming out, because, often, they have just
been under surgery; they have just had a whole bunch of trauma
and they are simply not capable of making the contacts, at that
point in time, to follow through, even if those services were avail-
able. So, we think it is very very important that both ends be han-
dled.

A .question was asked about the physician's role in this. And I
think that the medical profession has a huge scope of responsibil-
ity, as it is. And I am not so sure that our physicians are going to
want to spend the time becoming social workers and doing this.
But there has to be some facility, some part of the system, that
does cover it. And I am not sure that the physicians ought to be.
But there ought to be discharge plans.

I was speaking at the last break to a couple of people, and I
know, in rural hospitals, one of the first positions to go when there
is a budget crunch, is the social worker. And then the social
worker again gets hired just before certification. I have seen that
happen in a couple of hospitals in our area, because you have a
social work staff in order to have hospitalizationin order to be
certified. It just miraculously seems to happen like that. I do not
think that there is enough attention being placed on discharge
planning.

I know that people are being discharged sicker. There is no doubt
of any of the people who are in the home health care field that
that is going on. That the physicians and the hospitals and the ad-
ministrators question that as a fact strikes me as amazing.

Thank you, again, for allowing me to testify.
[The prepared statement of Mr. Grabel followsl

PREPARED STATEMENT OF S'TEWART GRAMM, DMECTOR, COCHISE AGING SERVICES OF
CATHOLIC COMMUNITY SERVIC"S OF SOUTHERN ARIZONA, INC.

I am Stewart Grabel, Director of Cochise Aging Services, which provides a variety
of services to the elderly in Cochise County. In addition to operating eight nutrition
sites serving over 600 meals per day, we provide a full range of home care services
ranging from housekeeping to skilled nursing. Our advisory council, which is made
up of our clients, feel a strong vested concern in the matter of the implementation
of DRG's. On behalf of our clients and our staff, I thank you for this opportunity to
present this testimony.

In July of 1984, our program provided 25 hours of skilled nursing and 302 hours
of Home Health Aid services. In July of 1985, we provided 64.5 hours of skilled nurs-
ing and close to 488 hours of Home Health Aid service. Increases of 158 percent and
62 percent respectively. In Mohave County, Anne Robbins reports a 100 percent in-
crease in the number of home delivered meals being served in her program. The
most significant reason for the increase in the level of services demanded, is the im-
plementation of the DRG's.

By setfing limits upon what Medicare will pay for during hospitalization, DRG's
have set an average length of treatment which all too often disregards age, infirmi-
ty and community support systems. Many elderly are released in conditions that re-
quire levels of care neither funded nor available in the community.
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An elderly (over 80 years old) fe.nall was discharged fiom acute care with a post-surgical wound that measured 8 long, 1W deep and gaped open approximately 3.
She needed daily dressing changes and wound assessment, housekeeping, personal
care and home-delivered meals. Medicare would probably have covered several visits
to teach her how to do her own care, but even with the lessons, she would have been
unable physically and emotionally to perform these tasks.

If cost was the only consideration, then the best and most effective way to re-
strain the rise in costs is "not to i d money." But the provision of health care to
those who need it is the issue. Juted by the single criteria of cost, the DRG's will
be successful, Judged by the secon , it must now be considered a failure. For it to
succeed by both standards, it will have to take into account the needs of the patient,
as well as the society and community who will sustain him. There must be sufficient
funding for the in-home services required by early hospital discharge. This must in-
clude not only medical care but a means for the person who is recovering, to be
bathed, and to have laundry done and a way to get them shopping 'til they are able
to do these things on their own. The cost of these services are less than the cost of
hospitalization, but more than not doing anything. However, the savings in human
life and dignity will be great.

An age 90 plus female who has been a client of DES Adult Protective Services,
had been assessed as needing Intermediate Care, when actually she needed Skilled
Nursing Care. The reason she was not classified as needing skilled care was because
no one knew the client was incontinent. She kept it a secret from all except our
workers. They did not know that the fact she was incontinent was unknown to the
country and the APS. By the time the error was discovered, there were no local
sidlled nursing beds available.

A female, 89 years old, was ill but unable to be admitted to the hospital because
her situation was not acute enough. She died in the night at home.

Sometimes, though there is no need for continued medical treatment (that is
given time the patient will heal and recover) condition of the clients precludes their
being able to care for themselves in the community without support.

Two women, aged 70 plus, were discharged after hospitalization for fractured hips.
Both lived alone. One was isolated with no phone. Neither was able to do any kind
of housework, and neither had a support system.

They were both given home delivered meals and some home care.
Neither of the women mentioned above need additional medical care but neithercould feed or care for themselves, nor shop, or clean, nor do any of the things that

make for a civilized life. While keeping them in the hospital may not be appropri-
ate, there must be adequate planning and funding for discharge and post hospitali-
zation services. These must not be limited to medical services. A patient who cannot
feed themselves cannot recover kiroperly. One who cannot clean himself, suffers an
indignity that may cause the patient to lose the will to live.

An elderly male was discharged from acute care early and without time to get a
bedside commode. Although he had a wife who could help him, he was unable to et
to the bathroom in time. Since had had no bedside commode, he was rendered in-
continent.

There must be developed a comprehensive system ofcare for the ill and elderly in
this country. The system must include funding for the range of services necessary to
insure the highest degree of care for the most reasonable cost available. Notice I list
care before coet. If we do not do that, some people will never care about anything
but the cost. The current system neatly shoves ped?ple out of the system and ignores
them statistically. A discharged patient who dies in his home of malnutrition, dehy-
dration or loneliness is not counted in the hospital records. There is no review of the
cause of death and the system is statistically blameless. Yet the client is just asdead.

Our agency, through oor newly instituted case management program, recently
held a staff workshop on how to turn down clients who are eligible and in need of
meals and/or home care services. The current funding level is not sufficient to meetthe need for services. If the current trend were to continue, all of our funding would
go to acute needs services and none to maintenance or preventive services. Mat is,
we would be forced to disband our successful congregate meals program in order to
provide the necessary home delivered meals. This would result in two things: Those
who need the congregate program would deteriorate to a point at which home deliv-
ered meals would be required for them, and we would not have the congregate pro-
gram to serve those who recover from their conditions as a means of therapy. We
would, in effect, be creating greater acute needs.

Patients, even before they enter the hospital, should be told how long their stay
will be, what will they need when they get out, and will they be able to care for
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themselves. Prior to discharge community services must be consulted in time to set
up a plan to core for the patient, whether that requires setting up family or neigh-
bors or social service agencies if needed. The traditional care givers in the family
and neighborhood must be educated as to the ;ea& of the patient, particularly in
the case of terminally ill patients. Discharging a patient and telling the family that
"there is no further medical treatment avaialble so he is being sent home" and
nothing moreleaves everyone, including Oa physician, frustrated and angry.

In conclusion, the concept of reducing ,nedical cost by limiting hospital stays is
having a negative impact on the elderly It must be balanced with usually less ex-
pensive support in order to effectively riaintain the patient upon discharge. There
must be adequate consideration given to the well being of the patient upon dis-
charge. This includes information !'ot n :tient and family. Funding for community
basW support system to a degr t.. commvasurate with the need must be allocated. To
do otherwise is to condemn our elderly and therefor our entire society to a grim
uncertain future, and fear of what ever routine hospitalization can do to then,.

All the anecdotes recounted in this testimony are documented in our case files
and represent only a portion of our negative experience with DRGs.

Mr. KOLBE. Thank you very much, Mr. Grabel. I would like to go
directly to Ms. Heard.

STATEMENT OF KATHLEEN HEARD

Ms. HEARD. I would like to thank you very much.
Can you hear me all right? No; I will speak up a little bit louder.
SEAGO is the Area Agency on Aging that covers Cochise,

Graham, Santa Cruz, and Greenlee Counties. We contract with five
different agenciestwo public and three private nonprofitto pro-
vide in-home services. In-home services include home delivered
meals, housekeeping, home health, and visiting nurse services. One
of the agencies that we contract with is Cochise Aging Services,
and you just heard their testimony. The other four agencies that
we have contracted. with have not really been able to quantify the
impact of DRG's.

In other words, they are not quite ready to say that DRG is the
reason for the change in the demand for their services, but they
have had to shift funding out of housekeeping into home health
and into visiting nurse services, because there has been an in-
creased demand for more skilled help. They have also found that
they have had more interaction with home health agencies.

One of the reasons that they have had more interaction with
home health agencies is that 3 years ago we had one public home
health agency. As of this week, I believe, there are nine licensed
home health agencies in our four-county area. Some of those were
organized by health care providers. There is one that is organized
by a physicians' group, and two of them are affiliated with hospi-
tals. And one could argue about the motivation for health care pro-
viders to establish home health agencies. Could it be patient care,
protection from liability for insufficient care, an attempt to cost
shift for Medicare dollars that they have lost in the hospital, or is
it strictly that there is demand and there is a profit to be made in
this area? But, nonetheless, the fact that there is a demand proves
that there are more people being discharged quicker and sicker.

Senior citizens living outside of incorporated communities quite
frequently do not have any access to even these brandnew home
health agencies. They do not know how to go about accessing them.
They may have gone to hospitals in Tucson and been discharged by
a discharge planner who had no conception of what it is like to live
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in a community like Bowie or Elfridano idea that you just cannot
pick up the phone and make arrangements for services.

One of the members of our advisory council is a retired nurse
who has not kept her license up, because when she retired 15 years
ago, the last thing she wanted to do was practice nursing. She has
been forced in her home community to care for people who have
been discharged from the hospital. Unfortunately, she is now
caring for her mother, and was not able to come and testify today.

The other thing that we are seeing from home health agencies is
what Stu Grabel mentioned earlier: People use the licensed home
health agencies for servioes that those agencies can provide, but
those home health agencies realize that their clients need those de-
livered meals, those houeekeeping services that are not reimbursa-
ble, and then what happens when Medicare reimbursement is ex-
hausted after a given number of visits? Those people also come to
our public and nonprofit agencies.

As for the elderly, they are completely confused by DRG's. Most
of them do not worry much about DRG's until they have to go to a
hospital. Most of them believe that Medicare will not allow the hos-
pital to keep them longer than some magical number of days.

Rural hospitals complain that DRG's are putting them in finan-
cial risk. Prospective payment systems have been adopted by
AHCCCSBlue Cross and Blue Shield and some other insurance
providers. The rural hospitals say they do not have the volume of
diagnoses, nor the variety of diagnoses for the average to work for
them.

One nursing home raised an issue with us about a week ago.
They had a patient who was discharged from a hospital that did
not have a physical therapist on hand. So, therefore, neither the
treatment plan nor the discharge plan included any mention of
physical therapy. So, now the nursing home is trying to make sure
that Medicare will reimburse them for the recuperative care that
they are planning to give, which includes the physical therapist.

Discharge planning is another thing. We have a real increase in
the demand for discharge planning, and it is very evident that it
varies. Some hospitals start with discharge planning as soon as the
patient is admitted. Some hospitals start with discharge planning
as the patient is leaving the door. Some hospitals have somebody
who is the discharge planner. Some hospitals have somebody who
has "umpteen" other duties and other duties as assig.ned includes
discharge planning. Discharge planners find it really frustrating to
discharge somebody into a community they do not know about.
They can go to directories; they can call information and referral
in .fticson and be told that there is an agency X in such and such a
community. But they do not have that day-to-day contact that you
do in Pima County, where you have a close knit network of serv-
ices.

Obviously, there is a greater need for publicly funded agencies,
proprietary home health agencies, hospitals, physicians, and nurs-
ing homes to coordinate their services, and we would support an
independent case-managed system, independent from patient care
and independent from service provision.

In summary, what we have seen the DRG's do: Patients are
being discharged in poor states of health; the emergence of home
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health agencies cannot prov ide 01 of the services that these pa-
tients need; the demand for community-based services cannot 13e
met, because of inadequate funding; patients discharged into rural
communities may not have any services available to them to help
them recuperate; the demand for discharge planning is not consist-
ent with the priority given to this function by hospitals; and elder-
ly Medicare beneficiaries are upset and confused.

Thank you.
[The prepared statement of Ms. Heard follows1

PREPARED STATEMENT OF KATHLEEN HEARD, SOUTHEASTERN ARIZONA GOVERNMENTS
ORGANIZATION

As the Area Agency on Aging serving the non-metropolitan counties of Cochise,
Graham, Greenlee and Santa Cruz, the Southeastern Arizona Governments Organi-
zation contracts with three non-profit and two public agencies for the provision of
in-home services. During the contract year that ended June 30, 1985 these five agen-
cies provided 32,023 houm of housbkeeping to 602 clients, 11,359 hours of home
health care to 404 clients, 2,155 houm of visiting nurse ssrvices to 826 clients and
121,504 home delivered meals to 908 clients. These service levels are 13 to 25 per-
cent higher than the prior year's levels. The agency that serves the largest county,
Cochise provided over 50 percent of the aforementioned services and has submitted
testimony as to the impact of the DK; system on these services. The other four
agencies have not quantified the impact of DRGs on the demand for their services,
but have shifted resources from housekeeping in response to an increased demand
for more skilled home health and nursing services.

The increased demand for home health and nursing services is also evidenced by
the emergence in the last two years of home health agencies licensed for Medicare
reimbursement. One urban based agency expanded services into this region and
three new propriety agencies have been licensed, one of which is affiliated with a
physicians' association. Five hospitals have initiated the development of home
health agencies. The result is that there are now 9 home health agencies in the four
county region, licensed by the Arizona Department of Health Services, when only
one public agency was licensed three years ago.

Whether the motivation for health care providers to establish home health agen-
cies is concern for patient care, protection from liability for insufficient care, cost
shifting to replace lost Medicare revenues or profitability is debatable. However, the
conclusion that the reason for the demand for home health services is because pa-
tients are being discharged "quicker and eicker" is supported by public, non-profit
and propriety home health providem.

The emergence in this region of home health agencies does not assure that these
sicker patients discharged by hospitals will get the services they need. Senior citi-
zens living outside the incorporated communities may not have access to any in-
home services. A retired nurse in Bowie has been kept busy caring for neighbors
discharged by urban hospital personnel who have no conception of the patients'
home community. Home health agencies generally provide only those services that
are reimbursable by Medicare, Veterans Administration or insurance and refer cli-
ents to the Area Agency funded providem for other service needs such as home de-
livered mea.s or for ongoing home health and numing serviette once reimbursement
has been exhausted, thus increasing the demand for services already in short
supply.

The elderly also report that they are being discharged earlier and in poorer
health than prior to the DRGs. The explanation that many have been given is that
Medicare will only allow hospitals to keep them for a specific number of days. Most
do not undemtand DRGs.

Some of our rural hospitals claim that DRGs put them in financial risk because
they do not treat the volume nor the variety of diagnosis to be able to break even
under a prolpective payment system and that the situation is exacerbated by
AHCCCS having adopted a similar payment system.

One nursing home reported that a patient might not be elieble for Medicare re-
imbursed convalescent care because physical therapy did not begin in the hospital
and was not specified in the discharge plan.

Within hospitals discharge plannem are in the process of defining and legitimiz-
ing their roles with varying degrees of success. In some hospitals the discharge plan-
ner actively participates in utilization review committees; while in other hospitals
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discharge planning is assigned as an additional task in an employee's Job descrip-
tion. Understandably therefore, backgrounds and abilities of discharge planners
differ significantly.

In some hospitals discharge planning begins with a patient assessment completed
upon admission; while in others so called planning begins as the patient is being
discharged. In many instances the discharge planner it not familiar with the pa-
tients' home community and cannot comprehend the non-existence of services that
may be commonplace in an urban area. However, discharge planners who do know
how to access services are often frustrated because with client loads at capacity,
service providers are having to deny services.

Obviously there I. a greater need for publicly funded agencies, proprietary home
health agencies, hospitals, physicians and numing homes to coordinate ^
through a formalized system. We therefore support the establishmen6 ...ant as-
sessment and Cab0 management systems that are independent from service provi-
sion and patient care, and that are available to the elderly regardless of ability to
pay. Basecl on the assessment, a case manager could serve as the broker enabling
the individual to access the most appropriate and cost effective mixture of health
related and community-based services.

In conclusion DRGs have resulted in:
1. Patients being discharged in poorer states of health.
2. The emergence of home health agencies that cannot provide all of the support-

ive services needed by these patients.
a Increased demand for community based services that cannot meet the need.
4. Patients being discharged into rural communities where services necessary for

recuperation are not available.
6. Increased demand for discharge planning that is not consistent with the priori-

ty given to this function as hospitals attempt to cut costs.
6. Elderly Medicare beneficiaries are upset and confused by DRGs.

Mr. Kotaz. Thank you very much.
Soon, we will have an opportunity in a few moments for the au-

dience to speak here.
John, would you like to ask some questions?
Mr. McCADr. Thank you very much for your testimony.
Ms. Heard, the Older Americans Act designates you as an advo-

cate for the elderly in your area and you obviously are a very
active and impressive one. Have your responsibilities in this area
increased as a result of the DRG's?

Obviously, from what you said, they have. For instance, have you
attempted to educate the elderly on what to expect under this
system, and how to plan for posthospital care?

Ms. HEARD. We have talked to some hospitals about doing somv:
training, but it is very dfficult to simply educate people from the
perspective of the theory. I think we have got to get the doctors
and the hospitals involved in doing that education, because if they
have a certain interpretation, and that is the way a rule is inter-
preted in that hospital, then by our telling people the theory, it
may only lead to mare problems.

Mr. McCA.n4. Thank you.
Mr. Grabel, you mentioned that you have a newly instituted case

management program.
Mr. Gamin. Yes.
Mr, McCAm. Could you elaborate on that, since Dr. Koff and the

others have stated that it is one of the areas we need to address.
Before you do, I would like to mentionand I am sorry that Dr.
Henderson is not here, that I indeed agree that the physician may
be the patient's greatest advocate. However, we need oversight and
assistance in managing programs such as those you mention. I
hope you will elaborate on them. Do you agree wit'h that, and not
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as a kind of criticism to the medical profession, but as a very intri-
cate equation, requiring a lot of input and expertise.

Mr. GRABEL. Absolutely. It is a question of another field of being
and of being familiar with every, with all of the community-based
facilities and services that are available, some of which are related
and part of a system, and some of which are unrelated. And I am
just notI do not believe that the physician really has the time to
do that. It is not that they would not like to be able to do that. But
I am not sure chat it would be appropriate for a phym;cian, for ex-
ample, to spend time with a patient and make long-distance phone
calls to locate relatives who might be able to care for the patient.
That is something that a case manager might do.

I arr going to preface what I say by saying that this is my con-
cept of case management, and it may differ somewhat.

This is the Grabel plan, Mr. McCain. Well, I know that Pima
County has had a case management system in effect for some time
now, and we borrowed some concepts from them. And I do not
want my definition to be construed to preempt Jim Murphy over
there from the county as his definition.

What we want Lo do is to fmd out what the client needs. Here is
a difference in terms from DRG's. It is not a patient. It is a client.
Often we use the term "participant" as well, because they are
someone who has something to say in what is going to happen to
them. The first step in doing that with a physician would be a
physical examination. With case management, it would be an as-
sessment.

That is, you would go and sit down with the client or the partici-
pant, and discuss with them what they see as their problems, and
the discussion and the assessment would be both informal and
formal: Informal in that you want to reach the point where the pa-
tient is willing or the client is willing to tell you what is going on. I
think one of the things I mentioned in my written testimony is a
case in which a client did not tell anyone except our worker that
she was incontinent, which of course has a great bearing on what
type of treatment or what type of facility they would be in. That
can only be done when there is a certain rapport that is estab-
lished.

The second thing is the structured portion of it. Ask certain spe-
cific questions. Do you have trouble getting around? If you do, what
do you need to help you get around? Then, as a result of this series
of questions in this interview, the case manager reviews what is
going on, and discusses with the client what they see as their needs
for service. Now, with a medical discharge, this would include what
the physician sees as their need for servicing including medical
services. And we have, as part of our service, nurses on our home
care staff that are available to our case management staff.

So, if our case manager notices somethin,g that might indicate,
and they have gone through training to look for these things that
might indicate a physical problem that the patient is not aware of,
they might arrange for an interview with the nurse. Now, the prob-
lem is that the nurse cannot do anything until, in terms of treat-
ment, urtil the client is referred to and goes to a physician, and
the physician orders the service. And often, one of the greatest
tasks of the case manager is to convince the client to go see a
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doctor. And you would be surprised in rural Arizona, and I imagine
in urban Arizona, as well, how many times it is difficult to get
someone to choose between paying their deductible for that, or
paying their rent that month. It is a real decision, but the case
manager's task is to steer them, if you will, with their consent and
cooperstion, toward a course of action that will allow them the
greatest degree of independence with whatever intervention is nec-
essary to help them maintain that independence.

Now, the greatest degree of independence that an individual may
need may be institutionalization. On occasion, that does happen.
But we try and find other, what we would like to think of, as
cheaper alternatives to that.

The idea of the case manager would be that, upon discharge, in
the context of DRG's, would be in the contextOK, we have some-
one who is ready for discharge from the hospital. The hospital is
concerned that the medical treatment is kept up. The case manag-
er would be concerned with arranging for that, and also arranging
for those other things.

I think, again, I alluded in my testimony to a case where an indi-
vidual was discharged without being explained how to use a com-
mode, and so he was incontinent, not because he had to be, but be-
cause he could not be trained in doing it. It is just a connection
step, if you will. The case manager would take care of making
those arrangements. The problem, again, being that it takes time
to make those arrangements. It is too late to do it the day the pa-
tient is being discharged. Well, if the case manager is broaght in
early enough, that can happen.

Mr. McCAnq. Thank you.
Mr. Chairman, I may have to leave before the final conclusion of

the hearing because I have to go back to Phoenix.
I would like to thank you for chairing the hearing. I would also

like to express my appreciation to the people in the audience, who
have come here and paid close attention for a long time. They have
.abviously been very interested and deeply committed to this issue.

I am convinced that if we have enough people in the State inter-
ested in this issue, such as we have in the audience today, we will
be able to come up with some reasonable solutions to these issues.
Thank you.

Mr. KOLBE. I want to thank you, Congressman McCain, for being
a part of this hearing today, and we will understand if you have to
leave.

I will ask a couple of quick, short questions here, and then we
will take some public input here.

Ms. Heard, you discussed the need for community-based services
as the DRG system is developed, and you ticked off a whole range
of those. Are you taking that into account as you do your planning
in SEAGO?

MB. HEARD. Yes; we are.
Mr. KOLBE. And, of course, I think we probably both agree that it

is partly because DRG's, but partly just because of a growing aging
population, that there are more demands for home health care
services and community-based services. Is that correct?

Ms. HEARD. Yes.
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Mr. KOLBE. What kind of planning are you doing to take that
into account?

MS. HEARD. What has happened is, because we have not had any
significant increases in budget. Because Arizona has been gaining
in population of 60 and over, in higher proportions to what other
States have, we have gotten some increases. But what has hap-
pened is that we have had to take funding away from services like
congregate meals, and other supportive services, in order to ad-
dress the in-home services and in the reauthorization last year, of
the Older Americans Act, we were given more flexibility to be able
to transfer funds from the different parts within title 3. And we
have had to exercise that. But we have reached the point where we
simply do not have the resources, the dollar resources, to continue
doing that. Our communities have been phenomenal in the amount
of local resources that they have put in, but one of the things we
are faced with is the possible disappearance of revenue sharing,
and revenue sharing has not always been the funding that provid-
ed some of that local cash.

Quite frequently, entities use the localrevenue sharing to buy
capital equipment, and then they use general fund money to fund
some of the in-home services, and so we have not only the fact that
Older American Act fundings have not increased to any significant
degree, but we also may be losing revenues through revenue shar-
ing and general fund money.

Mr. KOLBE. I suspect I had better be forthright in telling you
that it is not a possible loss of revenue sharing; it is a virtually cer-
tain loss of revenue sharing that is going to ta.ke place.

What you just said, and certainly what Mr. Grabel has said earli-
er, touches on the second point I wanted to make. What we are
dealing with is a problem of allocation of resources, and I think
what I am hearing from you is that perhaps the allocation as
DRG's work, if they work, m the cost-containing system, and obvi-
ously, Mr. Grabel d.oes not think they are working in terms of pro-
viding health care or good quality health care but if they are work-
ing that way, we are not reallocating the resources over to the
other side where they are needed. Is that a fair assessment of what
I am bearing from both of you?

MS. HEARD. Getting back to what Dr. Koff said, in Arizona, we
simply do not have a continuum of care and until we have funding
incentives, if you want to use some of the terms some of the medi-
cal profession has used today, we are just not going to see some of
those other alternatives developed.

Mr. GRABEL. I am going to ask, since I am not a Congressman, I
would like to take a purely

Mr. MCCAIN. Good for you.
Mr. GRABEL [continuing]. A purely political statement that I

think what is happening that we arethat a lot of us are making
the assumption that we cannot bear these things because there is
not enough money available, and I said there should be enough
money available. I do not have to start from that position. Perhaps,
you, !is working on the budget do, my position would be that, yes,
these services are necessary and what is happening is that we are
creating a greater need by reallocating our resources. That is, we
are talung away from support and maintenance programs, and put-
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ting them into acute care programs which are more expensive. For
example, home delivered meals cost more than congregate meals,
for the simple reason that we have to deliver them to individual
people, OK. When weand what happens when those home deliv-
ered meal people recover, and they need a setting in which to get
their meals there is no longer going to be a congregate meals pro-gram, if the trend continues.

The other thing is that our service was funded to provide house-
keeping services, home health aide services and skilled nursing
services. As we reallocate our funds into skilled nursing services, as
the patient gets better, we do not have the other level of service to
provide them. So, what it means is that they have to get sicker in
order tG get the service. We are creating a funnel, if you will,
toward the higher end of the spectrum, the more expensive end of
the spectrum, and I think that that is something that, in the short
term, it may save us money now, but it is going to cost us in the
long run. It is going to be more expensive in the long run, and then
you are going to have to reinvent the wheel and redevelop theseservices again.

Mr. KOLBE. Thank you. I will not get into an argument with you
about whether or not we are spending enough, too much, or toolittle on health care. I would point out that since 1950, in the last
34 years, the percentage of gross national product, the measure of
all the goods and servie,s that we allocate for everything that is
produced in the United States to health care, has more than dou-
bled. That may still be insufficient, and I do not want to get in-
volved in a philosophical discussion of that. But I think what we
are beginning to see, and perhaps this is a good point on which to
bring this part of the hearing to a close, I think we are beginning
to see this as it relates to one aspect of that question, that society
is beginning to ask: Are there limits to what portion of our total
resources are available to ui in society that we allocate to health
care because we do live in a world of finite resources?

I want to thank you, Katherine. I want to thank both of our indi-
viduals, Mr. Grabel and Ms. Heard, for their superb testimony, and
we are going to go directly to public testimony.

Thank you both very much for testifying.
While we are setting up that microphone here, I want to make a

couple of points. First of all, several people asked f3r an address for
the Peer Review Organization. We have printed it ora a piece of
paper out on the table in the foyer, and if you would like it, please
copy it down off that piece of paper, as you leave.

Now, we are going to go to public testimonies. Congressman
McCain will back me up that each day in the House of Representa-tives at the beginning of our session, we have what we call 1-
minute speeches. You may not believe that politicians could ever
confine themselves to 1 minute, but the Speaker up there uses the
gavel very vigorously at the end of 60 seconds, and cuts you off in
midsentence. I will try not to cut people off in midsentence, but wewould like -Ible to hear from just as many people as possible.
And let me re..r --Ad you that we will take written testimony and
complete tes- nc.I.J will be a part of the record.
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So, I will apologize in advance if I use the gavel, but I hope those
out there still waiting to try to get a comment made will appreci-
ate the fact that I do use it.

Please, just make the basic point that you want to make, and
then, if you have something you want to submit in writing, it will
be printed in the record.

I am going to call first on five individuals who contacted us in
advance, representing different groups that wanted to be heard for
a 1 -minute message to us. And we will begin with hearing Michael
Smith, representing the Pascua Yaqui Tribe.

Mr. Smith.

STATEMENT OF MICHAEL SMITH, PASCUA YAQUI TRIBE
Mr. &Arm. I would, our chairman, just to stand with me. First,

let me hand you thewe have written testimony, and I will not be-
labor it because I know we are on a time schedule all that we have
to say is that, in the State of Arizona, because of the Medicare and
other lack of Medicare that the Indians are one more burden to an
overburdened resource, and because IHS and BIA work as residual
payer of last resort, there is no money through BIA or IHS. And
we are using alternate resources. We are just adding one more
burden to an overburdened system. And we thinkwe have made
some recommendations we would like you to read in our written
prepared testimony, and just to say that we need to be recognized.

Mr. KOLBE. Thank you very much.
[The prepared statement of Mr. Smith and Mr. Ramirez follow:]

PREPARED STATEMENT OF PASCUA YAQUI TRIBE SUBMITITD BY MICHAEL SMITH AND
CHAIRMAN DAVID RAMIREZ

The following testimony if presented by the Pascua Yaqui Tribe of Arizona. The
Pascua Yaqui Tribe appreciates the opportunity to enter the following testimony
into the record. This testimony reflects the views of the members of the Pascua
Yaqui Tribe concerning long-term health care issues for the Pascua Yaqui Tribe.

BACKGROUND

In 1978 P.L. 95-375 extended certain Federal benefits, services, and assistance to
the Pascua Yaqui Indians of Arizona. The Pascua Yailui Tribe is not served by any
Indian Health Service (IHS) direct care facility nor by IHS field health staff. The
direct care and preventive health services are provided to the Yaqui Tribe by a local
IHS-HMO contract and a Tribal Community Health Program (P.L. 93-638 contract).
Long-term health care is not however, a part of the contractural agreement.

ISSUES

Long-term health care for Indians is fragmented and ineffective. Currently long-
term care is addressed in the following manner:

1. Arizona Health Care Cost Containment Systemthere is no provision for long-
term care under the existing system in Arizona. There are no resources available
and no immediate plan to address the problem. Medicaid states do have long-term
care provisions.

2. Indian Health Service (IHS)IHS policy on long-term care for the elderly
allows for expenditure of contract health services funds for skilled nursing care.
IHS is payer of last resort and must exhaust all revenues of alternative resources
including Medicare and Medicaid before their funds may be expended. A review of
IHS expenditures for skilled nursing care showed that 95 percent of those costs were
incurred in the Statk of Arizona where there is no alternate resource for elderly
care.

3. Bureau of Indian Affairs (BIA)The Bureau policy for long-term care is a resid-
ual one for only custodial and domiciliary care. In provision of non-medical institu-
tional or custodial care the majority of services were provided for needy and eligible
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residents on reservations in the State of Arizona, because the state does not admin-
ister a Title XIX program. Once again no funds are expended until alternate re-
sources are exhausted.

4. County servicesCounty resources are utilized by Yaqui clients if they qualify
and if service is available. In most cases however, they do not meet the criteria.

5. Medicareapproximately only 10 percent of the Indians residing in Arizona
qualify for Medicare reimbursement. IHS is currently experiencing billing problems
with the AHCCCS program for Medicare reimbursement.

Since the inception of the AHCCCS program IHS was informed that all enrollees
over sixty-five years of age were automatically flagged as being covered by Medi-
care. That assumption may have been OK for the general population but was not
appropriate for the Indian population since very few have Medicare. The staff deal-
ing with these problems have continued to make AHCCCS aware of the erroneous
information but there has been no correction of the situation.

ADDITIONAL CONCERNS

The Pascua Yaqui Elderly have been experiencing yet another situation which is
of grave concern. Since the beginning of the Diagnostic Related Groupings (DRG's)
early discharge has caused a cost savings to hospitals and the HMO contract but
has caused discomfort and massive confusion for placement of the elderly. In Tribes
that have IHS hospitals elders may be held until provisions are made. In the case of
Yaqui, clients are generally discharged to home, placing an unusual burden on al-
ready strained Home Health services. In essence the needs are still there the cost is
only shifted. Home Health may be an answer but in many cases Tribal Health De-
partments are not Home Health Certified and although they may be required to
provide the services they are unable to receive Medicare reimbursement.

There exists fragmentation of services, continuity of care, risk of inadequate qual-
ity of care because of the multiple sources of small amounts of funds requiring
many agencies to become involved and not allowing for control by any single
agency.

It is apparent that an increasing amount of responsibility for long-term care is
being placed on the States and Counties for Indian Health Care.

CONCLUSION

In conclusion the Pascua Yaqui Tribe would like to make the following appeals:
Since Arizona consumes 95 percent of IHS long-term care resources because there

is no Medicaid alternative resource it is respectfully suggested that Congress inter-
vene to facilitate a state Medicaid alternative or provide direct supplemental funds
to IHS and BIA to provide long-term care for Indian people.

It is also respectfully requested that Congress continue follow up on long-term
care issues in the State of Arizona.

The Pascua Yaqui Tribe thanks you for the opportunity of allowing this testimony
to be entered into the record for your consideration.

Mr. KOLBE. Would you give me your name?
Mr. SMITH. My name is Michael Smith.
Mr. RAMIREZ. Chairman Ramirez.
Mr. KOLBE. Right, and the chairman, I know, Chairman Ramirez.

STATEMENT OF DAVID RAMIREZ, CHAIRMAN, PASCUA YAQUI
TRIBE

Mr. RAMIREZ. Thank you for giving us this opportunity to give
this written testimony.

Mr. KOLBE. Thank you very much. The testimony will be entered
into the record.

Ed Hanson, representing the Papago Tribe. Ed?
Mr. HANSON. Congressman, I would like the vice chairman of thePapago Tribe to--
Mr. KOLBE. Fine, thank you.
I have just been advised by staff that since we are still filming

this, they would like to get your profiles in and that is why we
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have the microphone facing the way it is there, so that we can film
this.

Sir?

STATEMENT OF FRANCISCO JOSE, VICE CHAIRMAN, PAPAGO
TRIBE OF ARIZONA

Mr. JOSE. Thank you, Congressman. I would like to introduce
myself. I am Francisco Jose, vice chairman of the Papago Tribe.
We are the second largest land based tribe in the United States.

In light of all the testimony from the people that spoke at the
outset of this meeting, I would like to sympathize with them, and
then you will much better understand my case. In light of the re-
sponsibility, we urge the members ofexcuse mein light of this
responsibility, we urge the members of the Federal Government
present here today to recognize the Indian people of the United
States and the Indian Health Service, are not immune from the ef-
fects of the new Medicare system. Just as others present today will
surely say that the present application of the concept of the diagno-
sis related groups fails to consider the needs and implications of
long-term care for the elderly, we assure you that the Medicare
issues in general, the State of Arizona's Medicaid Program of
AHCCCS has its impacts on our elderly, as well.

It must be recognized that the Indian Health Service no longer
operates in isolation. It too feels the pressures of shifting responsi-
bilities, Federal Government's divestment in favor of increasing
State obligation, and ever-increasing fiscal constraints, and so too
does the Bureau of Indian Affairs.

When these factors impinge on health care delivery, the end
result is a reduction of services and, perhaps, the quality of care.
We cannot allow this to happen anywhere with any population seg-
ment, but most assuredly, we must not allow these efforts to re-
sponsibly manage the Federal Government to overshadow our more
basic responsibility to care for our elders. We, the Papago people,
hold the elders of our tribe in the highest esteem, and believe this
is a consistent principle among all social and ethnic groups in the
United States. Therefore, we ask that when you review the testimo-
ny provided to you today, that you consider the implications seem-
ingly unrelated issues will have on the Papago and all Indian
people.

We are now affected by the Medicare system, but its impact on
federally operated and maintained health care delive ry systems. In
the future, we anticipate the Federal Government will increase its
demands on the State governments. We ask that you reflect upon
the degree to which the AHCCCS program plan provided adequate-
ly for long-term care. Were the individual counties prepared to pro-
vide for long-term care not covered under the AHM`CS program? It
is too moving to operate within the scope of Medicare rules and
regulations.

What are the implications of this on Native Americans? Will
their esteemed elders be adequately provided for under this
system? We remain concerned because even now we cannot provide
for the elderly in the fashion which we would like.

9 9
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Mr. Koi..ax. Can I ask you to submit the rest of it or just finish
up with the conclusion, there, please, because you have gone more
than 2 minutes.

Mr. JOSE. OK. We have some questions that we would like you to
address, and that is: Is there a conceptual overview of a cycle for
the continuum of care for patients under the Medicare system?
Does it include a reasonably functional method for ensuring the
provision of long-term care? Does clearly defined policy exist for
the insurance of service when multiple State or Federal agencies
are involved, for example, AHCCCS, Indian Health Care Service,
and the Bureau of Indian Affairs? And are the specific obligations
and responsibilities clearly delineated?

Mr. KOLBE. Thank you very much, for that. If you give us that
copy, we will include it.

['Me prepared statement of Mr. Jose follows:]

PREPARED STATEMENT OF THE PAPAGO ThIBE OP AaizoNA

The Papago Tribe of Arizona enjoys the distinction of being the second largest
Indian Tribe in the United States with an enrolled population of 17,651. At the
same time its total acreage of 2,855,969 makes it the second largest land mass reser-
vation in the United States. These facts are important in consideration of the plight
of the aging population in our country today because our sheer size and land base
give sound examples of the numerous problems surrounding the provision of health
care to our elderly.

We, as representatives of the Papago People, are here to provide testimony in
order that it be clearly established, for the record, that we are concerned about the
elderly persons within our Tribe, for whom we feel a moral and ethical responsibil-
ity.

In light of this responsibility, we urge those members of the Federal Government
present here today to recognize that the Indian People of the United States and the
Indian Health Service are not immune from the effects of the new Medicare pay-
ment system. Just as others present today will surely say that the present applica-
tion of the concept of diagnosis-related groups (DRG's) fails to consider the needs
and implications of long-term care for the elderly, we assure you that Medicare
issues in general, the State of Arizona's "Medicaid" program of AHCCCS has it's
impact on our elders as well.

It must be recognized that the Indian Health Service no longer operates in isola-
tion. It too feels the pressure of shifting responsibilities, Federal Government disin-
vestment in favor of increasing State obligation, and ever-increasing fiscal con-
straint. So too does the BrAreau of Indian Affairs. When these factors impinge on
health care delivery the end result is a reduction of service and, perhaps, the qual-
ity of care. Certainly, we cannot allow this to happen anywhere, with any popula-
tion segment. But most assuredly, we must not allow these efforts to responsibly
manage the Federal Government to overshadow our more basic responsibility to
care for our elderly. We Papago People hold the elders of our Tribe in the highest
esteem, and believe this is a consistent principle among all social and ethnicgroups
in the United States.

Therefore, we ask that when you review the testimony provided to you today, you
consider the implication seemingly unrelated issues will hae on the Papago, and all
Indian People. We are now affected by the Medicare system, by its impact on Feder-
ally-operated and maintained health care delivery systems. In the future we antici-
pate that the Federal Government will increase its demands on the State Govern-
ments. We ask that you reflect upon the degree to which the AHCCCS program
plan provided adequately for long-term care. Were the individual counties prepared
to provide for long-term care not covered under AHCCCS? Now the Indian Health
Service is being mandated to maximize the use of the AHCCCS, it is moving to oper-
ate within the scope of Medicare rules and regulations. What are the implications of
this on Native Americans? Will our esteemed elders be adequately provided for
under this system. We remain concerned because even now we cannot provide for
our elderly in the fashion we would like.

For many years we have worked to put a nursing home, a facility for long term
care, on the 13apago Reservation. There are thirty six (36) Papago Elderly placed in
off-reservation nursing homes because of the lack of an on-reservation nursing home
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facility. An average nursing home placement being approximately two hundred
(200) miles removed from the reservation. And there are many, many more of our
elderly needing placement and a greater number who would benefit from a nursing
home facility but, continue to refuse being moved from their reservation homes. To
date these efforts have not been successful. but at least we understand what the
game is all about. On the other hand what does our increased involvement in the
Medicare and AHCCCS hold in store? Will the system create more victims, as a
result of incomplete planning and consideration.

It is clear to us there is a gap in service to the elderly under the existing system.
We find ourselves being impacted on more and more by this system. Therefore, we
ask as part of public record, that as the Select Committee on Aging, through it's
Health and Long Term Care Sub Committee, looks at Medicare and its impact on
the elderly populations within the United States it recognize that Native Ameri-
cans, previously outside that dystem, have now been drawn in and must be consid-
ered as an intrinsic part. Effective problem identification and program planning
must include consideration of Native Americans in order to be complete.

Some questions which must be addressed from the outset include:
Is there a conceptual overview of a cycle for the Continuum of Care for patients

under the Medicare System?
Does it include a reasonably functional method for ensuring the provision of long-

term care?
Does clearly defme policy exist for the insurance of service when mulitple state

and/or federal agencies are involved, for example AHCCCS, Indian Health Service,
and the Bureau of Indian Affairs (BIA)?

Are the specific obligations and responsibilities clearly delineated?
In July of 1985 the Pritglaff Commission on Long Term Care released a report

which deals with the provision of long term care in Arizona. The report makes clear
the necessity for Indian Tribal governments and the Arizona state government to
cooperate in assuring that federal funds are available to tribes to provide communi-
ty and in-home services to elderly Indian reservation. We encourage you to pursue
this as an extension of the continuum of care, post-acute care hospital stays in-light
of DRG's and reduced lengths of stay (LOS).

That same report recommended the establishment of screening and case manage-
ment mechanisms. The state and/or counties would screen people for placement in
nursing homes and Medicaid fmancing. If the State or counties do the screening, it
may end up in a situation similar to AHCCCS, where the Indian Health Service
forces people to apply to the counties for nursing home assistance, and threatens to
terminate Contract Health Service payments.

It is important that Indian tribal governments, the Arizona state government and
the federal government (IHS) work cooperatively to insure that Medicaid dollars are
available to Indian nursing home patients without jeopardizing the health or well-
being of those Indian patients.

On behalf of the Papago Tribe , thank you for the opportunity to testify. We urge
you to consider the it-s of more than 17,000 concerned citizens of Pima County
and the State of Arizona. But perhaps more importantly, we urge that you look at
the current system for its impact on all Native Americans who seek health care
under a system directly and indirectly impacted on by Medicare. We care for our
elderly and hope, always, to provide for them so that they might live with dignity.

Mr. Joss. Thank you. We appreciate it.
Mr. Koies. Thank you very much.
Esther Barr and Jackie Kechnic?

STATEMENT OF JACKIE KECHNIC, COUNCIL HOUSE
Ms. ligaimc. Right. Council House is a federally funded housing

for elderly and disabled, and we have 165 residents. After listening
to the testimony, I was not here all dayI feel we do have some
problems with early discharge.

I have four people within the last 90 days whose whole lives
turned around. One of them died at Council House under home
health care supervision. And I would hope that maybe we can do a
little more research into this area and find out what actually is
happening, when they go home so that maybe in some way, we can
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rectify this. Because it does change an elderly person's life and
hopefully get some more interim care.

Mr. KOLBE. Thank you very much.
Let me emphasize if you do not have written testimony, and you

would like to submit it, the record will be open for you to submitthat in writing.
Warren Scriber, representing Independent Insurance for Home

Care.

STATEMENT OF WARREN SCRIBER, INDEPENDENT INSURANCE
FOR HOME CARE

Mr. SCRIBER. Congressman, thank you for this opportunity.
I am disturbed that the insurance industry, the financial picture

involved in this was not discussed as a panel problem. How are
each of us going to pay for these particular specific benefits that
we get through skilled nursing homes, private duty nurses, and soforth?

I am suggesting to you that Medicare could address this area in
providing a particular program to readjust Medicare to take care of
skilled intermediate and custodial care, and to take care of private
duty nurses.

My suggestion to you, first of all, is to change Medicare to the
existingeveryone is ineligible, of which it is not. At the present
time, less than 2 percent of the admitted individuals into nursing
homes, are accepted under Medicare. 98 percent of these people
have no funds coming from Medicare to pay for their skilled nurs-
ing home, and to add private nursing at home as an additional ben-efit under Medicare.

The skilled nursing home and private nurse at home would have
a limited period of time for benefits. Can this not be a carteblanche arrangement in that Medicare supplement programs
through the insurance industry would take over to pay on for a
limited period of time, such as 3 to 5 years, and that would be af-
forded for individuals who could afford the type of program?

Nonqualified for Medicare and those who could not afford Medi-
care or Medicare supplements programs would have their benefitspaid by a special fund under Medicare.

A way of funding this would be to increase Social Security deduc-
tion for workers and to deduct some Social Security income possi-
bly from paying on a sliding scale from individuals. And I think
this issue should be addresssed.

Mr. KOLBE. Thank you very much for that, and if you have any-
thing in writing, we would be happy to have that also.

Now, for other members of the audience, if you would just come
up to the microphone and please be sure that you identify yourself
by name, and who you are representing, there and we will limit itto 1 minute.

Elaine.
Ms. OWENS. As Mr. Grabel and Mr. Kolbefor me to sit and notfor 4 hours, is like Chinese water torture, especially when it is soclose to my heart.
Mr. KOLBE. For the record, please begin by identifying yourself.
Ms. OWNES. Elaine Owens, as a private citizen.
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Mr. KOLBE. Thank you, Elaine.

STATEMENT OF ELAINE OWENS

Ms. Owess. I did not come as anybody's employee today. I came
as Elaine Owens, nobody's employee today.

I came as a person that for 10 years has been trying to take care
of the elderly. And if these people have not had any complaints, I
do not know. It is because we did not know where to go to, because
in the last 6 months, I have had five and when our nurse took me
down to take care of a lady's scar that went from here to here, 8
inches long, 3 inches deep, 2 inches wide, my mouth fell down to
here. And if they said that is not a too soon discharge, I don't know
where they have been.

I did not have any of those in the last 10 years, and I have been
taking care of these elderly people. And the hernia lady was mine
that I had to take home to an empty house with no family, and
nobody to take care of on an afternoon. And I am the bag of
cement that has toyou know, fill these cracks. Then we are the
online people that have to take care of them.

I also run a nutrition site where they come to me and say they
have to have two more of my meals, which means I have to tell two
more of my people that they cannot come and eat there today. And
that is where we are really talking serious business. And we are
talking about an interim of care between the hospital and when
you send them home to us, because we do not have the care there
and so we have to have that interim care. And they are coming
home sooner and sicker. And I am going to quit before bang that
gavel.

Mr. limes. Thank you, Elaine. You did it just right. I appreciate
that.

Ms. NurstAN. I am Evelyn Nieman, and I only have a question
about PRO. What are their duties? How did Dr. Shapiro get his job;
And how was he appointed?

Mr. Rotas. I thiA the answer to the question is that, it is a con-
tract, an organization with which HCFA contracts, so there is in a
sense a bid process by which they become the peer review organiza-
tion.

Jim Murphy.

STATEMENT OF JIM MURPHY, DIRECTOR, PIMA COUNTY'S
DEPARTMENT OF AGING

Mr. MURPHY. Jim Murphy, director of Pima County's Depart-
ment of Aging and Medical Services. And I am so pleased to hear
so much conversation today about continuum of care and case man-
agement, because we have had that system in Pima County for 10
years. Unfortunately, it serves very few of the population that have
a need.

We have been impacted in Pima County greatly in our nursing
home park where we care for 1,170 individuals, and we have had to
increase staff. It has been more costly and yet only about 1 percent
of the popula.tion of our 1,170 on any day are having Medicare ben-
efits. So, the local taxpayers are paying much more for this care in
nursing homes, as a result of a cost shift from the hospital.

1 3
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In our community services case management system, we have
been as they ave in Cochise County, and all over, a much greater
impact and d¼ mand for services where there is no payment. I sus-
pect that since there is payment in the skilled care area, that there
is an improper use of skilled care, because there is a payment
mechanism that people are ordering skilled care where lower-level
services could suffice but there is no payment mechanism for it.
We have more emergency meals. We have elderly people dis-
charged who live alone, or who have a spouse who is equally dis-
abled and cannot, as Ted Koff and many others said, do the things
necessary to take care of themselves.

We do not have title 19. Every other State in the Nation has
Medicaid dollars to help support many of the programs but in Ari-
zona, we do not.

I would like to call, if I could, on Jill Bemis from my staff. We
say we do not hear of any cases. We have many, many, many cases
and this is just one case where the system did not work.

Mr. KOLBE. Thank you, Jim. And we willI want to say thank
you for the work that you have done, and for the help that you
have given me. I, through the yeari, have worked with you on the
legislature on these issues. They certainly are ones that I think we
have all grappled with, and your testimony will be made a part of
the record.

Ms. Bemis?

STATEMENT OF MS. BEMIS
I -. Bums. This will be a short 1 minute. This is one of about

1,700 cases we have open today. It is an 87-year-old woman on a
limited income of $480 a month, who was hospitalized in May 1985,
for 4 days. The diagnosis was pneumonia, emphysema and arthri-
tis. Prior to admission, she had been wheelchair bound but able to
transfer herself. She is the sole .caretaker of a 50-yearold retarded
son, and has no other support system.

When discharged home, there was no referral inade for any
home support services. Yet, she was so weak that she could not
transfer and was seriously undernourished. Following a continued
deterioration in her condz' Jn, she was rehospitalized 2 weeks later
with a diagnosis of severe respiratory problems, malnutrition and
dehydration. She was discharged 3 days after that, and this time
with a referral for Medicare covered home health three times aweek.

A case manager was called by the home health agency, recogniz-
ing that this was not going to be adequate and a whole package of
services were immediately authorized, including home-deliveredmeals, shopper, personal care, laundry, housekeeping and assist-
ance with transferring to the bathroom. These services, although
completely inadequate in frequency because of our extren..?ly limit-
ed resources, helped to stabilize her and let her remain at homethis time, but tag many, many months to recover because she
had become so seriously debilitated.

Of all the care she received, only the three times a week visit for
skilled nursing was covered by Medicare. Everything else was cov-ered by local resources.
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Mr. KOLBE. Thank you, very much for that case history. It cer-
tainly is food for thought.

STATEMENT OF GERALDINE LEACH, ELFREDA AND COCHISE
COUNTIES

Yes, ma'am?
Ms. LEACH. Hello. I'm Geraldine Leach from Elfreda and Cochise

County.
My mother died a week ago today at the Cooper Green Commu-

nity Hospital. Around Labor Day, she was attended by some incom-
petent aide of some kind, and she said that she had banged her up.
And she hit her on the head. And she said later that her neck hurt
where the neck joined the head, and she had a sore throat. And she
said that the aide shook some kind of dust in her face. So, through
the hospital, I checked and double checked for personnel they
hired. I went to the personnel department to ask about that aide,
and the girl in the personnel department said that she had never
seen such a person. Ane. I went to find the head nurse who hired
her. And she was not available for comment. And I tried to fmd my
mother's doctor, Dr. John Abbott, and he was out of town.

So, I was wondering how well the hospitals check on their people
before they hire them? That is all.

Mr. Kou3E. Thank you for your comment, and that certainly is a
good question. And I know that hospitals do try obviously to check
on them, but I think there are times when we can never be too
careful in terms of the kinds of people we hire. I certainly think
that is something for you to take up with either the administrator
of the hospital or with appropriate review groups in Cochise
County.

Are there other comments from the audience? We will take two
or three more.

STATEMENT OF WILLIAM SCOTT, BOWIE, AZ
Mr. Scow. My name is William Scott, and I am from Bowie, AZ.
Mr. KOLBE. Thank you for coming, sir.
Mr. Scow. Some of this has been covered today in this deal, but I

have a wife that has Alzheimer's disease, and we are both retired. I
am 76, and she is 73. And she is unable to take care of herself. And
I am a heart patient for over 40 years. I have been in and out of
the hospital, and I have a lot of expenses. And our savings is very,
very limited. I had to keep my wifeI cannot take care of her any-
more because she has no control of her bowels or her water, or
cannot feed herself. She can hardly walk, and so I got to the point
where I couldn't take care of her anymore, and so I had to put her
in a health care home. That costs me $1,200 a month. I have $1,300
for pension, and that is all I have, and Medicare, but none of that
pays anything. And I am in bad need of help somewhere because
my savings is about gone.

Mr. KOLBE. Thank you very much, sir. We just completed a hear-
ing in Washington before the full select committee on Alzheimers,
and the way in which it can totally devestate families financially.
And I wish I had a simple answer for you. But I think it is one that
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we, as a nation, and certainly in Congress, are going to have to ad-
dress.

There isat least you will be happy to know, a good deal of at-
tention being given by several committees to this problem.

Alzheimers is just something that many of us are just discover-
ing as a problem. We really have not, in the past, we just said "se-
nility." We are now discovering that it is a real illness and some-
thing that really needs to be addressed. And I appreciate your
bringing this to our attention.

STATEMENT OF DR. MCCLAIN, PATIENT AND FAMILY SERVICES,
TUCSON GENERAL HOSPITAL

Dr. MCCLAIN. My name is Dr. McClain, and I am with patient
and family services of Tucson General Hospital. And I fek like
something needed to be said for the social workers.

Mr. KOLBE. Thank you for saying something for the social work-
ers.

Dr. McClain. We have heard a lot of things about discharge plan-
ning and the social workers, and I'd like to stand up for them
today, if I could.

I give 10 hours a day, working with patients in a hospital, work
at night, people call me at home, and it is very, very hard to make
sure that patients have something when they leave the hospital. I
realize the DRG system is in, but I work very closely with all the
case management agencies in town, and with the home cares, and I
know it is not sufficient, but we really work hard with the families
and with all the agencies to at last provide something for the pa-
tients when they leave the hospital.

So, I just did not want social services to just go down and dis-
charge planners thinking that we do not do in the hospitals be-
cause we really do. We do not always have open referrals because
it is the doctor that has to give the referral. But we work as hard
as we can to get the help for the patient in the hospital.

Mr. KOLBE. Thank you very much. And thank you for the work
that you do on behalf of patients who are being discharged. We ap-
preciate it.

Yes, ma'am?

STATEMENT OF EILEEN GLICKMAN

MS. GLICKMAN. My name is Eileen Glickman, and I have spoken
to you before about the VA hospital system. The fact that it is
being cut down, which will, could takewhich will throw a lot of
older patients onto the Medicare system when it should be in-
creased so that we will take the problems off Medicare and there
are a number of hospitals for long-term care, and they get excel-
lent care, and they also are doing the most research on Alzheimer's
disease than any other hospital in the country. I believe it is in
California, and they have facilities to do it, and try different medi-
cations to see if we can help this problem out.

Mr. KOLBE. Thank you very much.
Ms. Knowles?
Ms. KNOWLES. Congressman, I cannot use the microphone be-

cause I do not want to talk over there.
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Mr. KOLBE. OK, just
Ms. KNowLEs. But there is one message I want to give you.

Those that are younger, here, if you do not want to die young, you
are going to end up joining usall we ask of youit looks like we
are making a lot of demands, but thore is no place else we can go.
Please, work, and do your best to let us live our last years in digni-
ty.

Mr. KoLez. Thank you, Catherine. I think that is certainly an ob-
jective and a goal that all can adhere to and one that we can all
strive to reach. And I want to thank you for that comment.

Yes, sir?
Mr. CLARK. Alan Clark, of Cochise, AZ.
I have a statement to be made, but it is contained in the enve-

lope that I mailed to you.
Mr. KOLBE. Would you like that contained in the record?
Mr. CLARK. I want to ask this young lady a question. Can you tell

me what the mechanism that caused the closure of the care facility
in Sunsachs, AZ?

Thank you.
Mr. KOLBE. Thank you for your comments, and your question. I

wish v. had the answer that you wanted.
Do e have any other comments? All right. We will take two

more. Onethen one more if there is onewhoever gets up to the
microphone first.

Yes, ma'am?

STATEMENT OF JO KLINE
Ms. Kum. I am Jo Kline, private citizen. The question repeated-

ly asked especially by Mr. McCain was, have you been educating
the people about this problem? What are you doing to help them?

I am an educator. It is very difficult to educate people on this. I
get the material. Who reads it? I do not need it. Why should I read
it? Or you glance through it. And you do not retain it.

The young people think they are never going to get old, and they
are never going to get old and sick. The middle aged people think,
yeah, maybe I may get old, but I am not going to get sick, and then
you get a little olderyeah, I am going to get a little older, and I
might get sick, but Medicare and my personal insurance will take
care of it.

The insurance man said, why did not we worry more about pri-
vate insurance and discuss that. As part of the school system, we
get to revise our insurance every year about this time, as the
school system starts. I went down to revise or check my insurance
and everything went up and one particular insurance company
went up double of anybody else, and then some. Well, over $140 or
something like that per month per individual. I asked them how
come you went up so much, and you are so much more than any-
body else. "Oh, we revised our statistics. We now separate the
young from the old. And the older and getting sicker, so we just did
the statistics for them." What good was havmg an insurance plan
that was supposed to balance out everything?

We made it easier for the young people and a little less expen-
sive and more for us. So, none of these things solved the problem.
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If I knew how to educate peoplewhether it is a childhow can
you tell one person that you are going to need this math or this
thing when you get to be 30 or 40, or the next job, and you cannot
tell people this, either. So, you keep saying, hey, we are not telling
enough people. I will bet anybody that is here that the reason they
are here is because they had some personal contact. They either
work in the field or they had a parent, a brother, a sister, a spouse,
somebody who was sick and until this happens, you do not realize
the problems and then it is too doggone late.

Mr. KOLBE. Let me say, thank you very much to everybody that
has testified today, to those on our panels to the staff that prepared
this, to St. Joseph's Hospital for their hospitality, and most of all,
to the audience who patiently listened to this and gave us their val-
uable input.

As I listened to this, I certainly came away with some idea of
things that we need to do in the future and one of them, is that we
need to have another hearing on the subject of that continuum, on
what kind of 1. ?alth care services are going to be provided after dis-
charge from the hospital. That is clearly, regardless of DRG's, as
the population ages, going to be a continuing problem and one that
I think the Congress and our society needs to address. And I hope
that we will have another hearing on that some time in the near
future.

Again, thank you very much for being with us, today. We appre-
ciate it.

The hearing is adjourned.
[Whereupon, at 1:37 p.m., the hearing was adjourned.]
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