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LONG-TERM NEEDS OF THE ELDERLY: A FEDERAL-
STATE-PRIVATE PARTNERSHIP

TUESDAY, JULY 10, 1984

U.S. SENATE,
Seeciar, CoMMITTEE ON AGING,
Seattle, WA.

The committee met, pursuant to notice, &t 9:30 a.m., in the South
Auditorium, Federal Oftice Building, Seattle, WA, Hon. Daniel J.
Evans presiding.

Present: Senator Evans.

Also present : Lisa Marchese, legislative assistant to Senator Evans.

OPENING STATEMENT BY SENATOR DANIEL J. EVANS, PRESIDING

Senator Evans, The hearing will please come to order.

Good morning to all of you, and welcome to this official hearing of
the Senate Special Committee on Aging. If there is one thing we all
share in common as people, it is just that: aging. Inexorably with each
passing day, we are all aging. How we age, under what circumstances,
and how well, only the future will tell, But there are many things we
can do as individuals cooperatively and through government to help
easc that passage.

Today, we are here to examine the existing partnership between the
Federal and State governments as well as the private sector for the
grovision of long-term care to the Nation’s clderly, an issue which has

ccome one of the most pressing public policy questions facing the
Nation in the coming decade.

The importance of developing an effective and comprehensive long-
term care policy nationally cannot be overstated, The future demand
for long-term care services throughout the Nation will be much greater
than it is today.

Tn the Burean of Census latest projections, 21,7 percent of the popu-
lation will be over age 65 by the year 2050, a substantial increase, vir-
tually a doubling of the current 11.4 percent.

I might say in passing that two facts seem to jump out from those
statistics, First, T suspect with inereasing health and activity and
ability, fower and fower people will want to retire at age 65, but will
be effectively working and involved in the community for many, many
vears beyond that, Although the increase is dramatic by the vear 2050,
we do have something of a breathing spell for the next decade or
more. The people veaching age 65 during the next decade will be
those who were horn in the 1920’s, And the number of people born dur-
ing those vears gradually declined nntil the mid-1930’s. And it was
only toward the latter part of the 1930’ that the birth vates began to
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climb, the number of children born began to soar, and of course we
ave all familiar with the war-baby boom of the immediate post-World
War Ilera,

So, by the turn of the century we are going to sce the beginnings
of that uceceleration in the numbers reaching retirement age. And of
course it will be in full swing and in fact will have reached its peak
by the year 2050, That breathing spell is really nothing more than
time for us to plan, for us to try to prepure for what we know
statistically and demographically is coming. And how we deal with it
depends pretty much on our willingness to look ahead and to plan,

Of particular importance with respeet to that long-term care is
the percentage of our total population who are 83 years and older.
Today, it is 1 percent. By the year 2050, it will be over 5 percent, a
fivefold increase in the number of people over age 85.

In light of the strong correlatior: "“»tween age, degree of disability,
and utilization of long-termn carc chis greying of our population
signifies a substantial increase in the demand for services, Washington
State today has the fastest growing elderly population in the country,
Andmany of you may have scen those statistics in the paper just a few
weeks ago. I am not auite sure why, but we are apparently an attrac-
tive place for people to move or to stay, or perhaps we are just
healthier than most. Senior citizens 65 and over account for nearly 14
percent of this State’s population. In the Seattle-King County area
alone, older Americans represent over 15 percent of the population.

In general, long-term care has become a common phrase which
refers to a full spectrum of services needed by older Americans to help
them cope with chronic illness and physieal disability. Services which
may be needed depend on the degree of disability and range from
hospital and nursing home care to intermittent community services
such as nursing, home health aides, homemaker visits in the home,
home-delivered and congregate meals, transportation, and many other
social supports. )

Although long-term care services are available through such publie
agencies as hospitals, senior centers, nursing homes. and home health
ageneies. the bulk of long-term care is provided by the familv and
friends of those who are in need of as istance. In fact. one significant
statistic was bronght to the attention of the Special Committee on
Aging in a recent publie hearing. Nationwide, n.mn.-oxnnato]_v 7.0 to R0
pere.nt of all support provided for the elderly is given l.)y.f:uml‘v. and
friends. That means in essence that government is providing 20 0 30
pereent of the needed cunport to earve for older Americans,

I believe this statistic hasa few rather general implications for future
reforms in Federal health and long-term planning. And perhaps we
will elicit come additional ideas from the hearing this morning. Most
senior citizens, having the choice. prefor living and heing cared for
in the home. as opposed to traditional institutional settings. Yet medi-
care and njeelicaid are inherently biased toward an institutional eare
delivery systen, o L .. X

Tt has also heen the practice to institutionalize disabled and impaired
elderly in those parts of the conntry where nonmedicai. community-
hased support sevvices do not exist. Not only does this phonomm]on
place an additional financial dvain on medieaid costs f_m' nursing
home services, but it has the effect of institutionalizing individuals
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who, with aceess to certain nonmedical services, would be capable of
living independently.

The cost. of nursing home services for the elderly is the single fastest
growing component of total national health expenditures. Tn 1982,
anrsing home care cost the Federal Government nearly %27 hillion,
Total institutional long-term care expenditures under medicaid reached
213 billion in 1982, representing an annual growth rate of 16 percent
sinee 1977, £ Federal policy is to move beyond the traditional inedical
model, institutional approach to a more open and community-based
system, emphasizing the independence of the individual, then Federal
poliey must provide States, localities, and the private sector with suf-
ficient incentives to do so, This, in turn, raises another area of concern
for the development of future health and long-term care policy. We
need to formmlate a consensus and consolidate a more effective partner-
<hip between both the pnblic and private sectors to meet the long-term
care of older Americans.

Currently, there is no agreement on what the appropriate roles and
responsibilities should be for the Federal, State, and local levels of
government, as well as the private sector. Each has a different idea
of who is responsible for what.

Formulating a strong intergoverninental velationship must start
with an extensive review of existing Federal policy. Since I have heen
a member of this Special Cominittee on Aging, I have participated
in various oversight and investigatory deliberations on major medical
programs for older Americans, The Federal policy which shapes these
programs often emanates from two ill-conceived premises.

Iirst, we tend to regard the elderdly as a homogencous group. We
assume that, they have the same needs and desires, failing to recognize
the diversity within this segment of our population,

Second, we always assume the inevitability of old age. We expect
everyone over 60 to become a burden on society. I must say in passing
that President Reagan would not agree with that, and many others
would not as well. We fail to recognize the valuable contributions
older Americans can make to the rest of society. Although at the 7d-
eral level we are exploring various long-tern care policy alterna es,
we must build future reforms on a solid foundation, one which recog-
nizes these apparent flaws in Federal policy planning.

In the Northwest, we have some significant examples of the main
initiatives under consideration at the Federal level which we hope to
examine closely during today’s hearing.

We will begin with a review of \Vasﬁington State’s policy initiatives
in the area of long-term care. The Omnibus Reconciliation Act of 1981
granted States broad flexibility in developing alternative long-term
care delivery systems under medicaid. Tn January 1983, the Washing-
ton State Department of Social and Iealth Services was granted a
home and community-based medicaid waiver from the Department of
IIealth and ITuman Services. The State has developed and begun im-

Jementation of the Community Options Program-Entry System.
OPTES offers services ranging from congregate care, adult family
home eare, and personal care.

Our cecond panel is composed of health-care professionals who will
discuss the existing as well as alternative delivery systems for long-
torm care. And onr third and final panel will present testimony from a
consumer-oriented perspective.
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In addition to the scheduled witnesses, we hope to have enough time
at the end to take short additional testimony on the subject from mem-
bers of the andience. If there is not enough time for everyone to be
heard, the comniittec will take written comments, and they will be part
of the record and be very important additions to us as we deal with
this important. issue,

There are special forms, incidentally, in the back of the room that
may be used by those that would Tike to submit written comments, If
you do not have a chance to make a statement daring the course of
the hearing, you may mail your comments to my ofiice or hand them
in today.,

Welcome, and T am delighted to see o many herc today. Tt is obvious
that your interest coineides with the importance of this issue.

I would like to mtroduce first Lisa Marchese of my staff who is in
charge of onr human services and a wide variety of elements, She is s
busy staff person, very able, and will work with anvone here who
would like to submit additional testimony and work with vouand with
me on developing initiatives and programs that may be of value to us.

Let us start now with testimony., We welcome Bruee Fergusen, as-
sistant secretary of the Washington Department of Social and Iealth
Services,

Bruce, proceed.

STATEMENT OF BRUCE FERGUSON, OLYMPIA, WA, ASSISTANT SEC-
RETARY, COMMUNITY SERVICES, DEPARTMENT OF SOCIAL AND
HEALTH SERVICES, STATE OF WASHINGTON

Mvr. I'ercusoxn. Washington State, like most other States, does not
have along-term eare program per se. Rather, what we have is an array
of services that have grown np ima. » individual programs which com-
bined provide for the long-term care of the elderly and disabled. These
services include those that are provided directly by departmental case-
workers as well as those that are purchased throngh departmental pro-
grams from private and public providers, as well as a vast array of
services that are provided and purchased under the auspices of the
arca agencies on aging. And we hope of course that all of these together
complement the care that is provided by family and friends. which,
as Senator Evans mentioned, is the preponderance of care that is pro-
vided to persons in need of long-term care. ~

Within Washington State, althongh we are a relatively healthy
population, there is still about 15 percent of the older population that
needs some form of assistance in personal care and mobility. And this
group, age 75 and older, represent the fastest growing segment of our
population.

In addition, the acvances in medieal technology have provided some
dramatic inereases in the number of disabled people that are requiving
long-tern care serviees, So, with the inerease in the dizabled popula-
tion aswell as the rapid inerease in the aver-75 population. the demand
for Tong-term care services is esealating at a fairly rapid pace. We feel
strongly that this provides government at all levels with A tremendons
challenge in terms of planning for the delivery of services to these
populations, Tt is an opportumity, T think, in that we have an oppor-
tunity to plan rather than to react. So often we are in a position of




-

o

stmply reacting to problems that are in hand. T think in this case we
have anopportunity (o plan sensibly for the delivery of services to this
rapidly growing segment of mur population,

In recognition of this opportanity, several years ago the department
established o long-term care planning group to hring together those
programs within onr department that compiise the long-term care pro-
gram. Our objective was to coordinate the planning for, and the de-
livery of sevvices to the elderly and disabled popuiation.

The first task of this group was to articulate a poliey framework
for the department so that we, in £ t, could have a basis for our hudget
and program planning efforts. I would like briefly to review the five
major elements of our long-term care policy.

The first—and this is a point that Nenator Evans inade in his open-
ing connmnents—and that is that we feel it is very important that our
programs sustain and inerease the informal care that is given by
family and friends to the eiderly and disabled population, 1t is very
clear that this comprises the vast majority of care that is delivered,
and 1 think it is incumbent upon governmental programs to foster an
inerease in that care rather than to provide a substitute for that type
of care,

The second element of our policy is that penple that are served in
the long-term care system should maintain the maxinmm amount of
indepen.»nee possible within reason, With medical technology what
it i« today., it ix of conrse possible to meintain virtually anyone in their
ovn home, However, the cost can beeome very prohibitive, But within
oason we feel it is important that people that are sevved within the
svsteny shonld miaintain the maximum amonut of independence
po=zible,

The third basie element of our policy is to assure the availability of
a continuum of long-term eare services with an appropriate mix and
supply of individual services. Speeifically what we would like to sce
is modest growih and replacement in the medical-residential sector
or the nursing home element of the program : a greater growth in the
nonmedieal residentinl sector, congregate care facilities and adult
family homes: and the most rapid growth in the community-based
clement of care,

We do not believe that it is practieal to call for a reduction in the
number of nursing home beds as a means of financing inereases in
citler the community -based sector of  ~re or the nonmedical institu-
tional sector of long-term care progie s, We feel that nursing homes
are and will continne to play a very Linportant role in the continuum
of enre. But we do not feel that the mte of growth among those three
components ought to call for very modest growth in the medieal insti-
tution sector, a more rapid growth in the nonmedical institutional, and
the most rapid growth in the community-based elements of care.

The fourth element of onr policy is to assure the quality of long-
torm ecare serviee is available in the State, This is a rapid-growth in-
dustry, if vou will, and that sets up an environment where abuses can
oceur, TUhink it i< very important that government keep an eye out for
the quality of care, partieularly in this type of situation,

‘The final element of our policy i< to promote the appropriate place-
ment and movement of individuals in, and the inereased integration
and coordination of, the long-term care continuum. Fven with a full
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continunum of serviees, there is nothing that is going to guarantee trat
people are appropriately placed within that continmuum and properly
moved through the continumim of services, '

It is important that we develop those types of serviees like case man-
agement services that ensure that people are appropriately placed in
the system and moved, when appropriate, from one segment to another
segment of that contimnun of care.

In recognition of these policies, the department has taken some very
specifie steps, Examplos ()Ftlnesc are the following:

First of all, we bave adopted a revised nursing home hed projec-
tion methodology which calls for a reduction in the ratio of beds to
population over the nest several years. This policy has heen incorpo-
ated into our certificate of need progenm and wiil be used by health
planning bodies at both the local and the State level in the review of
applications for replacement of and inereased numbers of nursing
home beds. So, we are taking steps to reduce the ratio of beds per 1,000
in the nursing home programn.

Second, we have developed comprehensive case ma nagement stand-
ards to be used not only by the department, but also by the area agen-
eiesin the provision of case management services.

We have also developed a working agreement with the area agencics
to make the best use of our combined casework statfs in the provision
of ease management services to both institutionalized populations as
well as those long-term care elients residing in the community:,

Another example is that we in this State do presereen all medieaid
nursing hone applicants and are at present diverting about 20 percent
of these applicants to alternative community cave,

-\s Senator Evans mentioned, we do operate the COPES program,
which is under the auspices of the Omnibus Reconciliation Act of
1981 and allows us to enjoy Federal matching in the provision of home-
based services to persons who otherwise would be residing in nursing
hornes,

Basically, what we do is we sereen clients who are on their way into
a nursing home setting and attempt to establish a support system in
their own home or, if not possible, then in a congregate care facility
or an adult family home to maintain them in the conumunity, And,
provided that the cost of this care is at or below 90 percent of the cost
of nursing home placement, we are able to enjoy Federal matching
in the provigion of those community-hased serviees.

Atthe present time we have abont 800 people enrolled in the COPES
program, and this is far beyond our expectations at this point in time.
So, we are very pleased with the progress of this program.

However, the COPES program Las also provided us with a test -
kitchen for the attempt to combine what we consider to he a rational
long-term care poliey with some of the hasic eligibility requirements
of the Medicaid Program, We have become painfully aware of some of
the incongmities between a progressive long-term care policy and the
institutional biases of the Medieaid Progeam. A couple of examples
of this incongruity, First of all, the £1.500 resouree limitation. while
it might be tolerable for a person who is a permanent resident of a
nursing homey, it iz very onerons for a pesson who is maintaining their
own dwelling. For a person living in t}w conunmunity, a $1,500 resource
limitation can become prohibitive,
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Another good example is the spend-down requirement in the Medie-
nid program where persons are required to spend all of their excess
income and resources prior to becoming eligible for medicaid services.
This ereates several problems.

The first problem is that it is very diflicult to munage. The process
of wdentifying those expenditures that relate to the spend-down and
keeping adequate records in order to establish eligibility can become
very complex.

Seccond of all, it can lead to an off-again, on-again relationship with
medical providers in that the providers become concerned about the
particular source of coverage for care in any particular time. So, the
spend-down requirement becomes a barrier to community placement
in the long-term care program.

Based on our experience, we would make three basic recommenda-
tions for consideration by the committee. The first would be that con-
sideration be given to developing a national perspective of long-term
care, We think it is important that a comnion context be developed,
that we have commonly shared serviees, objectives, and priorities so
that we can make the best available use of those resources that are
available, The system is going to command an enormous amount of
funding regardless. And I think in order to foster confidence in the
governments that are going to be expending these resoureces, it is im-
portant that we establish some common foundation in terms of what
services are, what service priorities are, and what our objectives are.

Second, we thing it is important that consideration be given to
developing organized funding and cligibility criteria. Not only are
these myriad of programs with different funding sources and different
eligibility criteria complex and difficult to unravel, they are also coun-
terproductive beeause, as has been mentioned several times, there is
tremendous institutional bins in the Medicaid Program which is not
consonant with our perspective in terms of the direction that long-
term care should be geing. _

I think it is important (hat we rationalize these funding and
oligibility criteria such that they complement our service objectives in
the area of long-term care. .

In the short run, in order to make the max  m productive use out
of the waiver program, such as COPES, we icel consideration ought
to be given to establishing a more flexible eligibility criteria under the
Medicaid Program; in other words, providing the opportunity for
waiving some of the eligibility clements thut T have referred to
arlier o that we ean reverse some of those biases that make it diffi-
cult to run the program as well as it conld possibly be run.

With that, T would like to close and again thank you for the op-
portunity to provide you with this overview.

Senator Evavs. Thank you very much, Mr. Ferguson. T have several
questions. Throughout your testimony, you talk about the eligibility
criteria and some of the difficulties which flow from that. Would you
suggest that we move toward a svstem that does not distinguish b(:-
tween medicare and medicaid, a system for all citizens over 65 that is
uniform$

Mr. Ferarsox. T do not think that T was referring—or T had not
really thonght about not distinguishing between medicaid and medi-
care. T think what T was trying to refer to more was if we are inter-
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ested in promoting a long-term care system that emplasizes the com-
munity-based side of the program, that we ought to align our eligi-
bility criteria for programs such that there is no bins forcing a person
Into a nursing home situation when they could be maintained in the
community,

And at present, under the Medicaid Program—{for example, under
the COP'IES waivers—the same eligibility criteria applies, the limited
mount of resources that are allowed apply both to the community as
well as to the residential setting. And of course a $1,500 resource limit
can become very onerous for a person residing in their own home, who
has to face unforeseen requirements from time to time, So, I think we
need to align our eligibility criteria to complement the bias that we
would like to see in the systeni, Whether that would ultimately lead
to a single pro; am for those over 65 is a separate issue that I have not
considered.

Senator Iivans. Are there other biases regulations, or elements of
statute beyond the ones of resources that also bias against some of these
community programs$

Mr. Frrauson. Another one that T made mention of was the spend-
down requirement,

Senator Ivans. Yes, T understand that. But are there others besides
those that you have mentioned this morning ?

Mr. Feravson. Yes, there are. We could probably @o down and tick
off o substantial list of requirements in the Medicaid Program that do
make a lot of sense in terms of placing people in a community, T would
be happy to do that,

Senator Tivans, That would be very helpful to the committee, if you
conld provide that to us, Tt seems to me that i something we ean got at,
And to the degree that we are aware of those elements which prevent
extensive use of appropriate conumunity eare, we should address them.
If you could identify for us these shorteomings in terms of those which
are regulatory problems and those which are statutory problems. That
would be very helpful to the committee.

Mr. Feravson. T would be happy to, T would mention that T think
it ix kind of superficial to talk ahout simply removing eligibility re-
(uirements without at the same time talking about what tvpe of con-
trols we are going to use to control the costs of the program because
there ix a tremendous amount of latent demand for these services, I
think heing realistic about the funding that might be available makes
it incumbent upon s to talk about how wo are going to control access
into the programs. And this isa very important element of the COPES
program: the presereening of elients to identify those that unquestion-
ably are going to end up in a nursing home at public expense. And T
think that if we try to modify the ehgibility eriteria to promote com-
mumity-hased eare, at the same time we need to keep our eye on the ro-
(quirement of properly screcning clients to ensure that we do not just
create an explosion in the demand for publicly funded services.

Senator Evans. When you say. “Tnquestionably going to end up
in nursing home eare,” T am enrions about how von are ¢ ctermining
that now. T« it comeone who is facine nursing home eare immediately
or some time in the next year? Tow mueh leadtime are you looking at?

Mr, Frravson. Tmediately.

L
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Senator Iivans, Immediately.

Me, IPerouson, These are people that have been referred to the
department for placement in the nursing home setting,

Senator Evans. 1 see. So, it is diversion from immediate placement.

Mr. Frruuson. They are screened by our nursing staff and deter-
mined to be definitely eligible for nursing home placement.

Senator Kvauis, Under the COPES program there are a variety
of services available, I understand. 'To what degree does this -liffer
from the Chore Service operation, which has been in existence for
a good many years?

Mr. FerousoN. Chore Service is really the foundation of the
COPES program, because the majority of the people that are served
under the COPES program are served in their own homes. One of
the most fundamental service for clients residing in their own home
is the Chore Service program along with home health care.

Senator Evans. Do you have any difficulty in getting people to
provide chore and other t{pes of services, especiall if this program
18 to continue to expand

Mr. Frrauson. Our Chore Service Program is really divided into
two segments. One is the contracted program where we contract with
organizations like Upjohn who in turn find Chore Service workers
to provide the care. The other side of the program is the individual
provider program where the Chore Service recipient themselves iden-
tifies and hires a Chore Service worker. To date, we have not expe-
rienced any significant difficulty on a statewide basis in terms of
finding Chore Service workers, And we have had what T consider to
be very good success in terms of maintaining the quality of the Chore
Service workers under the contracted program.

Senator Evavs, T remember 10 or 12 years ago when we developed
the program for local service here in the State, a program which
encouraged voung people to provide a year of voluntary service in
a variety of ways. We, in essence, set up a trading post between young
people who were offering volunteer servira—although volunteer, it
was a paid service—and those agencies and organizaiions which
needed help of a variety of kinds. And, through a voucher system,
we were able to get people together. Would that provide a significant
souree or could it provids a signifieant source for the kind of work
that need to be done to keep people independent? In other words,
could young people—17 to 20—provide a good many of those services
under a volunteer program?

M. Fererson. We do have o volunteer Chore Service Program in
this State. The legislature set aside a certain portion of the Senior
Citizons Servicos Act funding speeifieally for a volunteer Chore Pro-
aram. Aud this is provided largely through Catholic Community
Qeprvices in this State, The program T think has heen successful, Tt is
important to point ont the differences between the volunteer program
m the basie Cliove Program. We, over the last 3 years,as a result of
enthacks in State funding and Federal funding, have had to go
throngh a sevies of restrictions in the Chore Service Program. So. a
Tof of the services that were provided originally under the Chore Pro-
gram are no longer available. So. the care that is provided and the

14
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people that are cared for under the Chore Service Program, it is much
closer to home health eare than it enrlier was.

Fam sure that there are young people that would be competent and
interested in providing this kind of care, But it is not the friendly
visiting type service that earlier may have characterized the program.
Soot is fairly significant cave that is provided under the Chore Servico
Program. _

As far as using vouchers, that still places the recipient in the posti-
tion of identifying and dealing with the provider of care, And I think
the contracted program has been very, very successful in terms of tak-
ing the recipient of care out of that diflicult position of arranging for
the care.

Iowever, under the idea of a volunteer program, something to com-
plement the voluntary program that we have in place, I think it would
be a good idea.

Senator Tivaxs. T was not snggesting that the recipients have to go
through the voucher program, but that an agency or group, providing
for the recipient, work on a voucher system with the young volunteer.

Mr. Ferauvsox. As I said, onr volunteer program provides care at
roughly $3.15 an hour. Those are frandamentally administrative costs
as compared with over $5 an hour for the paid program. So, there are
sonie economies that can be experienced. And I think anything to pro-
mote the voluntary sector or the informal care systen is a step in the
right direction.

Senator Evaxs. ITave you analyzed the potential expansion of
COPES to determine whether it has potential long-term economic as
well as health benefits if it were to be extended beyond just those who
are imniediately facing reference te a nursing home to those who are
struggling but not quite at that point?

In other words, if we were to provide some home assistance earlier,
could that result in people being independent for a substatnially longer
period of time ?

Mr. Ferauson. T think the answer to your question is yes. Tn terms
of the economics, T think it becomes a question of a point of reference.
There is no question that Government at all levels faces budget. prob-
lems in terms of financing the inereased costs of the long-term care
system. And broadening the program undoubtedly is going to increase
the amount of the latent demand or inerease the access of the latent
demand to the system, and costs are going to increase. Tn the long
term, whether that provides us with a reduction in costs by avoiding
more extensive eare again depends upon vour noint of veference. Wit
a limited number of nursing home beds available, a limited number of
acute care beds available, to some degree we ean ignore those costs
heeause of the limitations of brick and mortar. But in a hroader frame
of veference, I do not think there is any question that preventive eare
can be successful in staving off the need for more acute care,

Senator Fvaxs, When you say yon can ignore such cost beeanse of
the Tack of bricks and mortar, T guess that is speaking on the cconomie
side, Tt does not speak as well to the health side

M. F'rrarson, Not at all,

Senator Fvavs feontinuing]. Or the needs of people- ——

Mr. Feravson. Not at all.
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Senator Kvaxs [continuing]. Which we really have to try to get at.

Mr, Ferausox, That is quite correcet,

Senator Evaxs, Thank yon very much for your testimony. We
would appreeiate having those additional elements beeause T think
the information will peint out one thing we can do, and can do fairly
promptly : work toward reduction of those statutory and regulatory
barriers that keep us from doing a responsible job.

M. IFErauson. T would be happy to supply that.

Senator Evans. Thank you.

Mr. I'erauson. Thank you.

[Subsequent to the hearing, the following letter was received from
Mr. Ferguson:]
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DEPARTMENT OF SOCIAL AND HEALTH SERVICES
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July 24, 1984

The Honorable Daniel J. Evans
United States Senator

SH-702 Hart Senate Office Building
Washington, D,C, 20510

Dear Senator Evans:

At the Senate Special Committee on Aging hearings in Seattle you asked me to
provide specific Medicald regulations that have an institutional care bias
and, therefore, affect the care provided to recipients under the Home and
Community-Based Care Waiver Program. 1 have identified two primary regula-
tions which 1 feel should be changed so that care in the home can be
comparable to care in an {institution.

1. 42 CFR 435,232 -~ Individuals Receiving Home and Community-Based
Services Who Are ETigibTe Under A Special Income Level.

These income rules tie into the SSI resource level of $1500 for a
single person, Most COPES clients are elderly persons with 1imited
resources, They often have had to spend down or transfer their
resources to become eligible for services. 1In a nursing home, a
$1500 resource 1imit may be reasonable since the institution is
responsible for the client's total needs. However, in the client's
own home, he or she must pay for repairs, lawn and home maintenance
and losses from accident or theft. These repairs could often exceed
$1500, The cost of maintaining a home and 11ving in the community
can be persuasive in the client's choice of nursing home care over
care in the home.

2, 42 CFR 435,726 ~ Post-E11gibiiity Treatment of Income and Resources
of Tndividuals Recefving Home and Community-Based Services Furnished
Under a Waiver, Application of Patient Tncome to the Tost of Care,

A recipient of home and community-based care services should partici-
pate in the cost of his or her care. The as)plication of all excess
income over the medically needy income level, however, is more than
most clients can afford and sti11 maintain the minimum standard

of living, The medically needy income level for one person in
Washington State is $353 per month. Anything over this amount 1s
contributed to the cost of care, The typical COPES recipient is a
woman over 70 years of age 1iving alone. She has to pay for many of
the same services and utilities which we do. Sometimes she rents.
She may have to pay for a special diet or other "conveniences" such
as a wheelchalr accessible apartment, More money should be available

BEST COPY AVAILABLE

o 17
ERIC

Aruitoxt provided by Eic:



The Honorable Danfel J. Evans
July 24, 1984
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for home and community-based care clients to pay bills and other
daily living expenses which are routinely covered in the nursing
home..

In addition to these rules, there are two rules that restrict program
administration.

42 CFR 441,302 - State Assurances.

Paragraph (a) - This rule assumes that the providers of waivered services

are established businesses, the same as nursing homes or home health agencies.
While the department does have licensing standaid: !  sune services such as
adult family homes, most ciients receive personal care in their own home and
the majority of the personal care providers are individuals - independent
contractors. These providers form an informal network of assistance for the
client. 1In these cases, the accountability for quality care and provided
services should be shifted from the personal care provider to the case
manager.

Paragraph (d) - The department agrees that client choice of services 1s
important. However, it is equally important that public cost be considered
in developing a plan of care; and whenever a client requests nursing home
care over community care, even though community care is determined to be
cheaper, the state should be allowed to provide the services which are most
cost effective.

Thank you for the opportunity to communicate these concerns directly to
you. Overall, the department has been very satisfied with jts Home and
Community-Based Care Waiver. 1 feel that these small changes to the
Medicaid regulations would make the program even more valuable to our
clients.

Sincerely,

/ /.

L Tt gtevge s
BRUCE FERGUSO
Assistant Secretary
Community Services

3£t COPY AVAILABLE
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Senator FEvans, T would like to call up the next panel,
Would Anne Katterhagen, executive director of the Tucoma Hospice
and Home Health Agency; Karen Wintringham, assistant to the sen-
ior vice president, Group Tlealth Cooperative of Puget Sound ; Daniel
Wagster, senior vice president and regional manager of Kaiser-Per-
manente of Portland, OR; and John augan, president, the John Ten-
ten 1(‘:1'0111), Full-Program Retirement Igesi(lonces, please come for-
ward.

This panel is a panel of professionals in the field and can tell us of a
variety of alternatives in health care.

I would ask that each witness go through their oral testimony before
we get to questions. Mrs. Katterhagen is the executive director of the
Tacoma Hospice and Home Health Agency. She has served on the
Governor's Task Force for Health Planning and is currently a mem-
ber of the Governor’s Task Force for Health Care Cost Containment.
She is on the hoard of directors of the National Association of Home
Care and the Home Care Association of Washington and the Pierce
County ealth Council. As an administrator involved daily with Fed-
eral, State, and local jurisdictions concerning the provision of long-
term health eare, we Jook forward to your testimony and to the assist-
ance you can give the committee,

STATEMENT OF ANNE KIRCHNER KATTERHAGEN, TACOMA, WA,
EXECUTIVE DIRECTOR, HOSPICE OF TACOMA

Mrs. Karrertacen. Thank you, Senator Evans. T am the founder
and executive director of Hospice of Tacomna, a health care organiza-
tion providing hospice services, home health services, and adult day
health care to elderly citizens of Pierce County and South King Coun-
ty. T will be speaking from the frustrations of providing community-
based services within Pierce County.

First, I would like to thank you this morning for inviting me to
testify here today, and especially for holding this hearing. The three
programs T administer utilize a multitude of funding sources in order
to provide services to the elderly, including title XVITI, mnedicare,
title XTX, medicaid, title XX, TInstitute on Aging, many Srivnte
insurances, United Way funding, revenue sharing moneys, and block

rants.
i In 1982, we provided services to over 900 citizens of Pierce County.
The difficulties in providing service to the elderly are many. They
appear to arise from two areas,

First, the fact that each entitlement is separate, has its own bu-
resucratic system to administer it, therefore encouraging the separate-
ness of the services,

Second, within the medicare system there is a tightening of service
guidelines to where services that were allowed a year ago are today
heing denied. This tightening is.tqc?ylpr,ipg without going through
the process of regulatory chamger /1% % vy, e,

T will confine my testimony to these two areas,” * v .51

The Health Care Financing Administration (HCFA) contracts
with fiseal intermediaries such as Blue Cross or Actna, to administer
the Medicare Program within a region or a State, These intermedi-
aries interpret the medicare regulations for providers frequently on

1
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a retroactive basis, These interpretations in the home health arca are
inconsistent across the country, ereating situations where a service
may be allowed in one State and denied in another. As these increas-
ingly restrictive interpretations of the medicare system continue, soon
the elderly will be ineligible for treatiment beeause their diseases will
be defined as chronic or, too acute for home care, but not acute enough
for mpatient care in a hospital.

Chronie care is not allowed in the medicare system. Yet because
of technology, more and more diseases are chronie. For instance,
mdividuals with Alzheimer’s disease—-a disease that can be stable,
chronice, or can progress rapidly downhill to death—is frequently
denied service under medicare and title XX. The only system avail-
able today for the provision of chronic care happens to be medicaid,
However, a family must exhaust all of their resources in order to
obtain this benefit,

I would like to give you an example currently occurring today in
Pierce County of the problem with interpretation by an intermediary
in the area that T have spoken of. Qur organization is currently pro-
viding service to a 72-year-old gentleman who had been healthy all of
his Tife until a yeai ago when he began having back pain. After see-
ing his physician, he was hospitalized and diagnosed as having cancer
of the prostate--by the way, frequently a very slow growing cancer.
This cancer of the prostate had metastasized to his backbone and en-
cased his spinal cord. The cancer was removed, and he returned to his
home although he was paralyzed from his lower back on down,

Our home health program began to provide nursing services to him
in his home, to teach the care giver how to take care of a gamlyzed
person, recognizing that whether he would wallk again would be prob-
lematic. The physieian felt that there was a chance that he could re-
cover and resume his active life. After 6 months of continuous service,
such things as bowel and bladder training and the numerous other
problems of paralysis, the gentleman began to have feelings in his
lower limbs,

At this time, the physician ordered a physical therapist to visit the
patient at his home three times a week hecause the patient was unable
to walk and therefore homebound. The physical therapist worked with
the gentleman as ordere’ and is continuing to work with him today.
The formerly paralyzed :atient is now able to walk to his kitchen
with the use of canes, ITowever, payment for services to this gentleman
is being denied today through medicare because, in the words of the
intermediary, the gentleman is not showing progress.

A man who is diagnosed with cancer, coming home from the hos-
pital, paralyzed from his waist down, and after treatment is able to
walk to his kitchen, is denied service in the medicars system because
he is “stable.”

Constructions of benefits for the elderly appear to have been done
in complete isolation from already asailable services. We have three
separate systems of care for people over 60. They include the medicare
system, the medieaid, and the aging system, all of whom, as T said,
have ceparate regulations for entry and continued service provision
plus ceparate administrative structures, Tt appears that this failure to
coordinate henefits at the initation has resulted in creation of gaps in
service delivery,

Q s
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An cxample of the gaps in the system is demonstrated by another
story of two women, both over 80 vears old, living next door to each
other in South Tacoma. One of them was hospitalized recently with a
severe bleeding peptic uleer. After hospitalization, she was sent to a
nursing home for rehabilitative care. As an aside here, I would like to
point out that Pierce County, for whatever reason, tends to utilize
nursing honie care much more than community-based care, a problem
that T would like to deal with some time.

After approximately 1 month of nursing home care, she was re-
turied to her home under the care of our home health ageney, Skilled
nursing needs at this time are minimal in assisting her in gaining
strength and relearning her walking skills, plus monitoring her hemo-
globin and hematoerit” to monitor her anemia. Since, however, her
nursing home eare was not covered under medieare—for what reason,
T am not sure—this particular lady had utilized all of her savings
down to $200. Since she continues to need assistance with personal care
and is in danger of reinstitutionalization, she became eligible for the
COPES program and was referred to it in late May, with a contract
signed at that time, Tt is now the 1st of July, The woman still has not
received any reimbursement from the COPES program although she
hired n housekeeper in early June, upon the recommendations of the
COPLS stadf that she would receive payment,

As of today, she has $76 left in the bank, and while approved for
medicaid and COPES, the adimission to the system is so slow that she
has receiv~d none of the reimbursement for such.

The new medicare hospice benefit is another example of the failure
to coordinate benefits with those of already existine services. This is
demonstrated by the lack of participation in the 1+ = ruedicare benefit

by existing hospice programs, The Joint Commiss . Accreditation
of Tospitals estimated there were 1,400 hospice pin | sin the United
States at the enactment of the benefit in 1982, : st week, there
were only 77—who had elected to participatein .. ‘Aedicare Hospice

Program. The reasons for lack of participation in fude the inadequate
reimbursement mechanism, the inability to secure the management
control of inpatient services as required in the legislation. Even the 26
demonstration projects are reluctant to become certified under medi-
care for the hospice benefit.

This fractionation of care eansed by the ereation of multinle systems
providing services to a single elderly person is extremely complex,
frightening, and confusing for the elderly to participate in, let alone
seek entry to.

For instance, the 84-year-old lady that T mentioned, still in fragile
medical health. is now eligible for medicare and medicaid home health,
Chore, and COPES, providing personal care in the home, Which pro-
gram is appropriate depends upon the degree of illness, or lack of
illness, of the client. something too complex for the elderly to compre-
hend. :

In my view, a good system of eare to provide cervices to the elderly
would involve an integration of the entitlement programs at the
TFederal and loeal level, plue consistent fair regulation of services,
Also involving the private side in developing mnovative ways of
service delivery, The ideal system should have multinle entry points
located in familiar aceessible loeations such as physicians’ offices or
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hospitals, with appropriate incentives to utilize community-based
SCLVICes,

Utilization of a computer, for instance, to determine appropriate
services could climinate some of the access problems and possibly
eliminate duplication,

‘Lhe vertieal integration of the health and social system into a single
delivery system with multiple entry points at familiar locations would
appear to close many of the gaps I have discussed today.

Thank you for giving me the opportunity to testify today. I'll be
happy to answer any questions you may have.

Senator Evans, Thank you very much. You suggested a number of
questions, and we will get to those as soon as the panel has completed
1ts testimony.

Next, Karen Wintringham from Group Health Cooperative of
Puget Sound. She has been with (froup Health for the last 6 years,
where her primary responsibility has Deen to determine and address
the effects of IFederal and State reimbursement policies on the care of
elderly and the poor at the Clooperative. We look forward to hearing

about what is going on today at Group Health and welcome your
testimony.

STATEMENT OF KAREN WINTRINGHAM, ASSISTANT TO THE SEN-
IOR VICE PRESIDENT AND CHIEF FINANCIAL OFFICER, GROUP
HEALTH COOPERATIVE OF PUGET SOUND, SEATTLE, WA

Ms. WinTrinerzad, Thank you, Senator Evans. I appreciate the
opportunity to speak on behalf of Group Health Cooperative before
this hearing of the Senate Special Committee on Aging. I ami Karen
Wintringham, assistant to the senior vice president and chair of the
cooperative’s steering committee on long-term care.

As you are well aware, the cooperative is a consumer-directed health
maintenance organization, providing comprehensive health care serv-
ices to some 830,000 individuals in the Puget Sound area. The Cooper-
ative has established itself as a leader in providing comprehensive,
high quality, affordable health care to approximately 30,000 enrolled
Medicare beneficiavies, On July 1, 1966, we became one of the first medi-
care providers in the country. In October 1976, the Cooperative became
the first and only health maintenance organization to participate in
the medicare ineentive reimbursement program authorized by section
1876 of the Social Security Act.

T would add that our suceessful performance under that contract un-
doubtedly promoted passage in December 1982 of true prospective risk
reimbursement for ITMO's, although regulations implementing that
provision have not vet been finalized.

Under our rick-sharing program, the cooperative consistently pro-
vides comprehensive medieare henefits for 76 to 80 percent of com-
munity reimbursement levels, From 1976 through 1981 the cooperative
aenerated savings in excess of $17 million, Approximately $9 million
have been returned to the Social Security trust funds, The remaining
$8 million have heen used to reduce monthly premiums paid by our
medicare enrollees,

P
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The principles, as you pointed out earlier, of the Federal Medicare
Program reflect the incentives and the organization of the traditional
fee-for-service medical community. What the risk-sharing program
attempts to do is to adapt that fee-for-service orientation fo the very
different incentives and organization of health maintenance organiza-
tions, With great effort and prolonged negotiations, some adaptations
have been made. It is our hope that with the eventual implementation
of the prospective risk program authorized by the Tax Equity and
Fiscal Responsibility Act, that HMO incentives will be incorporatea
more completely and other plans will choose to participate.

Although the cost-conscious incentives of HMO’s have been incor-
porated into medicare risk contracts, other Federal regulatory provi-
sions preferentially undermine the HMO incentives. In my written
testimony T elaborate on examples covering end stage renal disease, the
exclusion of some categories of HMO patients from risk reimburse-
ment, changes of beneficiares’ primary coverage from Medicare to em-
ployers’ health plans, institution of DRG-based hospital reimburse-
ment, and release of proprietary information through the contracting
of reviews to fiseal intermediaries.

My testimony also outlines the findings of our steering committee
on long-term care as it considered how hest to serve a population with
increasing use of services and chronicity of illness. We will continue
our efforts to resnond to these needs through a private-sector consumer
partnership, However, it is clear to us that Federal and State legrisla-
tive reform must be add 1 to that partnershin. T would like to suggest
several comnonents + .oh, from our perspective, would encourage a
more efficient and effective system.

First, medicare, medicaid, and other public funds sunporting care
of seniors must he integrated under a coordinated sot of rules.

Second, FTIMO’s and other forms of managed health eare systems
cannot assume all the rizk inherent in eare for chronically i1l patients.
Other providers must be encouraged to develop more effisient models
of care for senior populations.

Third, incentives to encourage efficiencices in the fee-for-service com-
munity should not undermine the HMO’s incentives.

Fourth, providers should have maximum flexibility to determine
creative, effective new ways to provide services.

Fifth, the concept of a medieare part C should he reconsidered. Only
with the addition of social and support services can more chronically
ill beneficiaries maintain independent life styles and avoid the costly
alternative of institutionalization.

And finally, we must recognize that even with new incentives and
cfficiencies, the demographic trends mean that expenditures will in-
crease. We believe, however, that with our suggested changes in Fed-
eral policy. the rate of increase will be moderated and the quality of
those expenditures will be enhanced.

Group Health Cooperative’s leadership will continue as it adapts
to meet the changing needs of an aging population. However, Federal
and State policy ini%intivns must recognize and nurture the unique in-
centives of TTMO’s and other rational models of care, Together we can
encourage independent 1ife styles, maintain the dignity of our seniors,
support. the invaluable aid of their friends and families, and promote
high-quality, fiseally responsible systems of care.
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Thank you very much.

Senator Iivaxs. Thank you. Your prepared statement will be in-
corporated into the record.
[The prepare-. statement of Ms. Wintringham follows:]

PREPARED STATEMBNT OF KAREN WINTRINGHAM

Senator Evans, I appreciate the opportunity to speak before this hearing of the
Senute Special Committee on Aging.

I wish to speak on behalf of Group Health Cooperative of Puget Sound, as
arsistant to the senior vice presitdent and chair of the Cooperative's Steering
Committee on Long-Term Care. My comments will focus on the Cooperative's
truly remarkable history and leadership efforts to provide comprehensive, ligh
quality, affordable health care to a senior population. The Cooperative's more
recent initintive to reevaluate our programs in the light of the unprecedented
growth and aging of our society forecast for the next 20 years provides additional
findings of interest, Finally, I will suggest potential legislative initiatives which
may lielp insure the success of any Federal-State-p rivate partnership to promote
healthy independent lives for our elders while a suring fiscal responsibility in
the associnted governmental programs.

HISTORICAL PERSPECTIVE

Om July 1, 1966, Group Health Cooperative became one of the first medicare
providers in the country. At that time, it seemed appmopriate that we try to reduce
ont-of-pocket preminms for our elder enrollees by incorporating their medicare
entitlement, Iowever, the Cooperative quickly recognized that the voluminous
statntory and regulatory language governing the medicare program was not writ-
ten to reflect the efficiencies inherent in health maintenance organizations
[HMO's|, Rather, the program incorporates a fee-for-service medical mode] with
enre delivered in unrelated, independent hospitals, nursing homes, physiclans’
offices, und home heulth agencies by unreiated, independent practitioners.

For many years, the Cooperative negotiated with the Social Security Admin-
istration to try to achieve some pdaptation of medicare rules to reflect the Incen-
tives inherent in an HMO., Finally, in October of 1976, the Cooperative became the
first risk busis medicare program in the Nation, One might imagine the struggle
of trying to implement a special program for some 13,000 medicare beneficiaries
in Seattle while the Social Security Administration administered a upiform pro-
gram for millions of beneflcinries nationwide, The years of explaining v-hat an
HMO is, how it works, why its enrollees should follow a different set of rules
continue, However, the Cooperative succeeded in providing compretensive health
care to an enrolled population of medicare beneficiaries. The plan consistently
provides care at 76 to 80 percent of medicare reimbursement levels in the com-
munity. Indeed, our success contributed to the passage in December of 1982 of
revisions to the section 1876 authority, enhancing the concept of medicare incen-
tive reimbursement for HMO'S aud competitive medical plans [CMP], We would
certainly enconrage every effort to hasten the delayed implementation of that
program as a means of enconraging managed systems of health care to expand
their cost effective incentives to encompass senior populations,

RISK DABIS REIMBURSEMENT 1972-82

Risk hasis medicare relmbursement incorporates four primary elements :

(1) Risk.—The HMO commits itself to cost less than the fee-for-gservice com-
munity, The medicare program will not pay for any costs in excess of the com-
munity level of reimbursement, defined as the adjusted average per capita cost
[AADPCC].

2) Incentive.—If thie IIMO) iy able to provide medicare benefits at a cost below
that of the community, it shares with the Federal GGovernment the “savings”
gencerated (to a maxinun of 10 percent of community costs),

(3) Lock-in.--As in the traditional IIMO model, medicare beneficiaries enrolled
under a risk contract must use the IMO’s facitities and practitioners. Medicare
will not cover any care provided outside thie HMO unless referred by the plan or
unless it qualifies ns urgent or emergent eare.

(4) Open enrollment,—For at least 30 consecutive days each year the plan
must enroll all applicants on a first-come, firgt-verved basis,
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As one measure of success, table 1 documents the Cooperative's cost perform-
ance relatlve to the community.' .
TABLE. 1.—GHC adjusted medicare cnsts as a percent of community reimburse-

ment levels [AAPCC)

Year: Percentage
Oct. 1, 1976, to Dec. 31, 1977 oo e e a7
b R IR 184
I e e e e e 1RO
1080 e e L
3081 e e e e T
1082 2 o e e 9
1088 7 e e oo 76

1Years of a speelal demonstration programn waiving the Loek-1n provision,
1 Not yet final figures, subjeet to change.

It should be noted that from 1978-80 the Cooperative participated in a dem-
onstration authorized by section 222 of the Social Security Act. Under the
experiment, the lock-in provision was waived, allowing beneficiaries to seek care
wherever they chose. Clearly, the lock-in assures the plan and its enrollees the
financinl savings generated by the HMO's closed system and control of services.

A second meusure of success focuses on savings generated. Table 2 documents
incentive payments to GHC of approxlmately $8& million through 1981 the Fed-
eral Government's share of savings exceeded that amount. Current estimates
of the Cooperative's share of savings for 1982 exceeded $4 million.

TABLE 2.—GHC MEDICARE SAVINGS GENERATED

Per member

Year Savings per month

Oct. 1, 1976, to Doc. 31, 1977 ... .iiee e $1,306,727 $6.27
1978 .. .« 1,067.121 5.40
1979 955.566 4.37
1980 1,801,134 6.86
1981 3.174,000 11.26

Use of the savings under GHC's contract remain unspecified. However, the
Cooperative has elected to use these funds to reduce the financial obligations of
the plan's medicare enrollees. Monthly premium reductions have ranged from
$4 to $11 per month, as noted in table 2,

The existing inodel incorporates advantages and disadvantages which differ
for ench of the participants:

(1) The Federal Government is guaranteed o cost level below that of the com-
munity but is paying more than the HMO's cosf3 to encourage the plan to care for
medicare heneficiaries,

(2) The heneficiary is guaranteed a fixed monthly premium for comprehensive
health care benefits. No coinsurance or deductibles are collected, and no cata-
strophic bills exist, The plan handies al filing of paperwork with medicare. In
addition, any cost efliciencies generated by the MO result in premium redue-
tions for the beneficinry. The beneficiary. however, does waive the freedom
to seek care outside the plan, In addition, beneficiaries may have {o legve estnh-
lished relationships with community practitioners, although in many cases the
praetitioners also have retired from practice.

(3) The advuntages to the IIMO are less obvious, 1f the plan is committed to
earing for senfors, risk refinburseemnt does provide the greatest flexibility with
medicare's fee-for-service rules, In addition, savings generate are at least parti-
ally retained by plan enrollees rather than returned to the Government for use
in funding less eflivient progrems,

From the Cooperative's perspective, the major disadvantage of our current
program is the lack of true prospective payment. Retronetive adjustments to
the AADPCC have de'ayed settlement of savings as much a8 two to three years.
This, in turn. delays the plan’s ability to retarn the savings to jts emrollees in n
timely fashion. The delnys also inhibit the pan's ability to budget prospectively,
one clement essentinl to the suceess of an ITMO.

1 Adjusted for demographic faetors such as age, sex, institutional status, and disability.
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1IMO PROSPECTIVE REIMBURSEMENT

One provision of the Tax Fqulty and Fiseal Responsibility Act of 1982 anthor-
ized truly prospective medicare reimbursement for a broader range of managed
health care systems. The provisions, ¢ommonly referred to as 95 percent reim-
bursement. incorporated many of the elements of the Cooperative's program. It
nlso attempted to address the major limitation of the prior statute by removing
the practice of retvospective adjustments to the AAPCC.

1 addition to establishing prospective eapitated reimbuvsement, the new legis-
lntion niso alters the payment level, Participating plans are paid 93 percent of
the community reimbursement level, the AADPCC, regardless of the plan's coxts,
Table 3 depicts differences in reimbursement levels under the two programs, Risk
increases for less efficient plans and savings increase for more eflicient plans.

TABLE 3.—CALCULATION OF HMO SAVINGS SHARE UNDER ALTERNATIVE RISK MANAGEMENT

Community Current GHC 95 Percant
rsimburssment savings savings

$10 $15
10 25
5 5
0 -5
-10 ~-15

Unfortunately. «fforts to draft regulations to implement the 95 percent reim-
hursement program have progressed more slowly than expecred. Draft regula-
tions releaxed May 205, 1084 are not anticipated to be reixsued in final form prior
to September 1984. In the meantime, a wmatching provision in the new law
specifically encourages plans i > delay enrolling beneficiaries until the prospectlve
payment program begins,

COMPARISON OF TWO PROSPECTIVE PAYMENTS MODELS: THE AAPCC VERSUS DRQ'S

Several months after the passage of TEKFRA, containing the 95 percent
relnibursement program, the Social Security Act was reamended. The amend-
ments estublished a form of prospective medicare paymeut for community
hospitals adjusted for 467 different diagnoses (DRG's). As has occurred pre-
viously with alarming frequency, the provision selectively disadvantages HMO's,
Ironteally, the provision intended to incorporate some of the HMO's incentives
into the fee-for-service practice of medicine, not to undermine those incentives.

Under traditional medicare cost reimbursement, hospitals might generate an
infinite variety of charges. Each bill would vary by the specific treatments,
services. and supplies uxed on each patient. Reimbursement incentives rewarded
increased treatments, services and supplies and failed to rewerd efficiencies.

DRG-related prospective reimbursement attempts to narrow payment levels
to 467 DRG's plus some adjustments for unusual eirenmstances, Payment for
treatment of any particular diagnosis does not reward “more.”” In fact, hospitals
retain any savings generated by treating a patient for a cost below the specified
DRG.

The evolutionary pattern of prospective reimbursement, then, progresses
from unlimited payinent types to 487 DRG's to the single capitated payment of
93 percent of the AAPCC, The Intter. the most highly develuped model, inciudes
all services available to aun enrvoliee rather thar separately reviewing each
component, such ay the hospital bill.

The uitimate wodel of a singie capitated payment accomplishes two wmajor
objectives: (1) Plans are disadvantaged by providing unneecessary serviees. aiud
(2 Plans have maximum inceutives to determine the most effective and low
cost site and mode of trentment. The result tends to favor enhanced use of
alternntives to institutional, particularly hospital, settings, In faet, rescarch
consistently  doemuents cost savings achieved by ITMO's result from reduced
hoxpital admissious, shorter lengths-of-stay in hospitals, and increased use of
outpaticnt services,

Ax mentioned earlier. the attempt to begin applying prospective pnyment to
the fee-for-gervice community unintentionally disndvantaged HMO's. The follow-
ing brietly summarizes the effects:

Q
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(1) Although HMO's typically reduce hospital lengths-of-stay, HMO's pur-
chasing hospltai earve will be paying average DRG levels, The New Jersey DRG
experlence documented sabstantially increases in costs paid by HMO's with no
change in services used.

(£) HMO's participating under risk reimbursement and purchasing hospital
care in the community will experience increased risk. On average, for each
hospital admission the HMO will be receiving 05 percent payments from medicare
but will be paying the hospital 100 percent of the DR,

(3) In the case of hospital-based IIMO's, the DRG legislation applies to care
not provided under 93 percent reimbursement. It appears, for example, that GHC
will hnve to incur the costs of ingtituting an entire DRG system for the few
individuals treated in GHZ hospitals but not enrolled in the risk program ?
This seems particularly inconsistent since the patients are treated under the same
incentives and by the same practitioners as risk enrollees, Furthermore, efforts
are being made to make hospital-based plans submit data equivalent to the fee-
for-service community; under the incentives the data will be “unequal” and,
more importantly, irrelevant for the purposes of reimbursement.

Provisions selectively disadvantaging HMO's are likely to do so unintentionally.
Other examples include but are by no means limited to the following:

(1) Changes in reimbursement of end stage renal disease shifted medicare
from a primary to a secondary payor for the flrst 12 months of eligibility,
IIMO's generally had to pick up 100 percent of the shift, averaging some $30,000
ber beneficiary, Other insurers picked up less than 80 percent of the cost,

(2) Changes anthorized by TEFRA shifted medicare coverage from primary
to secondary for employed beneficiaries 63 to 70 vears of age, Employer plans
encourage enrollment of these beneficiaries in IIMO's which raise premiums for
the younger employees. In turn, younger employees then shift coverage to other
insurers. Tn addition, the provision may force the youngest, healthiest partici-
pants off the risk contract,

(3) Some individuals are precluded by statute from participating in the rigk-
sharing prograi-. They may be treated in our facilities by our practitioners under
the snme ncentives as the risk enrollees. However, the Health Care Financing
Administration believes we need to implement an entire DRG tracking system
for those few individuals,

With infrequent exceptions, legislative and regulatory medicare provisions
forget the potential impact on HMO's, particularly on risk-basis HMO's. The

perverse outcomes tend most severely to affect risk basis hospital-Lased HMQ's
such as the Cooperative's,

HMO RESPONSIBILITIES BEYOND MEDICAL CARE FOR A SENIOR POPULATION

To date, the Cooperative’s involvement in care of medicare beneficiaries has
focugsed on meeting medical needs. The benefit packages and reimbursement
methods enhanced the medicare coverage levels. However, enrollment of a sizable
senfor popnlation, forecast demnographic changes for our elder citizens, and at-
tendant high use rates inevitably suggest the need at least to consider whether
the plan’s role shonld expand,

Seniors have participated actively throughout the development of the Coopera-
tive's risk basis program, Their participation encouraged the establishment of
the following:

(1) Enhanced education programs for medical staff, nurses, and administra-
tive personnel on eare of senior enrollees,

(2) A directory of community resources,

(3) A routine footcare program,

(4) Special education programs for sentors, and

(5) A hospice program.

Management and medical staff initiated significant changes, focused primarily
on incrensing stafling levels, purchased eare aud several specialty services, Serv-
ices and programs currently provided nre listed fu appendix A,

The reconsideration of GIC's senior program begun in 1983 has resulted in
the synthesis of voluminouns information. However, fairly signifleant gaps in the
avuailable literatura result tn an incomplete deseription of thie needs of an elder
Bopulation, Nonetheless, dramatic changes in the influetnee of sentors will nccom-
putiy the equally dramatic demor;raphic changes that approach,

I This would Include private patlents (mostly emergency care) and earollees not qualified
to participate {n the risk program.
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The Cooperative's deliberntions have identifled eight major findings, applicable
to a wide range of health eare wettings:

{1) The clder population is growing ar well as aging, reflecting the gize of the
cohort entering their ¢5th year as well as significantly increasing life expec-
tancies,

{2) Usc of eervices within the Cooperative s increasing on a per capita basis.
This results from inereasing numbe's of senlors, aging of the population, and
changes in patterns of use,

(3) The senior population is not homogencous, Rather, the use rates and sery-
ives needed very dramatically within the category, Although vigor may extend
throughout life. an average individual’'s needs for services and chronicity of
illness increase with age. Table 4 briefly depicty the significantly higher nse of
GHC hospital care accompanying aging of a population,

TABLE 4—Relationship between age and hospital use per thousand

Age category ; Days per thousand
O 0 T4 e 1,426
Tt B e 2,778
B0t e T 8, 823

(4) The costs of caring for seniors increase while traditional methods of reim-
bursenent are threatened. Certainly the imposition of DR reimbursement re-
flects just the beginning of Federal efforts to restrict medicare payments, Addi-
tional efforts inevitably will constrain the AAPCC and increase out-of-pocket
expenditures of seniors.

(5) Placement of scniors at the most appropriate and most cost effective site
requires access to a broader range of services than that required for a younger
population,

(6) Community social and support services consist of a vast array o} inde-
pendent entities rather than ¢ fully integrated system of care, and

{7) Financing options for social, support, and custodial services are frag-
mented and inadequate, Frequently, families and individuals cannot afford these
services, particularly $£2,000 to $3,000 per month for nursing howme care, Further-
more, funds available from such sources as medicare and medicaid are not coor-
dinated. Invariably the choices ullowed by each program's distinct set of rules
provides less efficlent, more costly approaches than could be accomplished under
an integrated program,

GHC has launched a Cooperative-wide discussion of the above findings. The
approaches established to nddress the greater and different needs of a senior pop-
ulation must be tailored to each individual setting. ‘They must address very diffi-
cult {ssnes including what mix of services would be most efficient and what com-
bination and use of. practitioners can best care for an elder population. We believe
all health care programs must act now to gain consensns on how best to address
the inevitable and dramatic changes that approach, And although we support the
rexponsibility of each private sector program to commtit itself to responding to
the needs, we also recognize the inevitable responsibilities and involvement of
Pederal and State governmeunts,

PROPOSED LEGISLATIVE AND REGULATORY REFORMS

One of the major purposes of the 90th Congress will be to reduce the Federal
deticit. That process will not overlook the dramatlic effect of entitlement programs
Loth on the deflcit and the general economy. Careful consideration must be given
to proposals which instill incentives to meet commitments made by entitlement
programs in a more cost effective manner. We believe that with public sector
assistance to modify existing f.acentives, savings achieved hy HMO's in medical
care can he expanded to encompass more efficient long term care services, With-
out careful deliberation, even current ravings and incentives may be undermined,

Although the Cooperative hax not Yet determined its future direction in caring
for a senior population, our experience under risk reimbursement sugpests cer-
tain principles eritical to the success of any model. In addition to principles GHC
must incorporate, we would suggest the following components which, from our
perspective, would encournge u more eflicient and effective system :

(1) Medieare, medicaid, and other public funds supporting care of seniors
must be integrated under a coordinated get of rules If cost efficient and service
effective care is to be achieved.

Q 28
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(2) HMO's and other forms managed health care systems will survive only
under conditions of avernge risk. These plans can achieve significant savings.
IHowever, these plans eannot assume all of the risk of caring for chronieally ill
patients. Other providers must ulso be encouraged to develop more efficient
models of caring for senior populations, .

(3) Initiatives to modify incentives among non-HMO providers should not
undermine the efficiencies already achieved by HMO's. The differential hinpact
of regnlatory or legislative reform on diffevent models of care must be recognized,

(4) Providers and orgnnizations at risk shoulid have maximum flexibility to
determine creative, cost-offective new ways to provide services,

(5) The concept included in previously drafted proposals for a part ¢ of
moedicare deserves reconsideration, Only with the addition of social and support
services can more chronically il benefleiaries maintuin independent lifestyles
and avoid the costly alternative of institutionalization,

(ty  Finally, the demographic trends must bhe recoghized. Current programs
can be made more efficient and, concomitantly, less costly by encouraging appro-
priate incentives. Tlowever, despite those lmprovements, the aging of the popula-
tion inevitably will increase expenditures. Improvements may serve to moderate
the rate of increase and improve the quality of those expenditures.

BUMMARY

Thix country is abont to witness chauges in our population never seen hefore,
with unprecedented growth and aging of the population. We must anticipate
these changes and begin to instill incentives which encourage independent life-
stylos, mainiain the dignity of our seuiors, support the invaluable aid of their
faniiiie : and friends, and promote high quallty, fiscully responsible systems of
care. The respousibility for achieving these purposes does not rest solely with
the Federal Government. Rather, through a sensitive partnership of citizens, and
the privite and pnblic sectors, innovative programs will be developed.

Group Health Cooperative of Puget Sound has established itself as a leader
in caring for a senior population. It's leadership will continne and will flourish
if Federal and State policy initiatives recognize and nurture the uniyue incen-
tives of HMO's and other rational models of care. Creativity will be required to
adapt to the dramatic change in needs forecast for the coming deeades, By instill-
ing effective incentives und recognizing local diversity, the tremendously creative
pluralism of our society will meet those needs.

Appendix A
CURRENT GIIC SERVICES AVAILABLE T0 ELDER ENROLLEES

All medieare covered benefits.

Hospital social service program.

Transportation among GHC campuses and medlcal centers.

Discharge planning.

Mental health services.

Fye care to GIIC patients in nursing homes—provided on a voluntary basis

by GIIC providers.

Routine foot care.

Ilearing aid dispensary paid on a fee-for-service basis.

Nutrition counseling.

Aleohol and drug abuse program.

Renior Wellness program.

Senior Caucus,

Senator Fvans. Our next participant is Daniel Wagster, the senior
vice president and regional manager of Kaiser-Permanente of Port-
land. Mr. Wagster has been with Kaiser sinee 1957, serving in a variety
of different managerial level positions. Unlike the Group ITealth
11MO. Kaiser-Permanente of Portland has been designated as a dem-
onstration site, one of four in the Natior, for the socinl/ITMO exper-
ment. We would be interested in learning about your demonstration
project as well as its similarities and differences from the traditional
medical TIMO organization, Mr. Wagster, I look forward to your

testimony.
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STATEMENT OF DANIEL 0. WAGSTER, PORTLAND, OR, SENIOR VICE
PRESIDENT AND REGIONAL MANAGER, KAISER FOUNDATION
HEALTH PLAN OF OREGON

Mr. Waaster, Thank you, Senator Evans. It is a pleasure to be here
in Seattle todny. Althongh 1 am living in Portland these days, I was
born in Port Angeles and went to high school in Kelso. I have always
been prond of Washington as my home State.

I amr also proud of my long association with the Kaiscr-Permanente
medical care program. We are a group practice, prepayment, health
maintenance organization. We serve about 270,000 people, of which
some 26,000 are 65 years or older living in the Portland-Salem, OR,
arca and Vancouver, WA, We plan to expand to the Kelso-Longview
area this fall.

Since offering our program to the public after World War II,
Kaiscr-Permanente has grown to about 414 million meinbers, volun-
tarily enrolled, across the country in nine regions today. Kaiser Foun-
dotion 1lealth Plan and Kaiser Foundation Iospitals are nonprofit
corporations which combine with the Permanente medical groups to
form the largest nongovernmental medical care delivery system in
the United States- the Kaiser-Permanente Medical Care PProgram.

A wique feature of the Oregon region is its nationally recognized
health serviees research center, which has played a role in pioneering
projects that suceessflly demonstrated it is possible to provide quality
medical care at a savings both to medicare beneficiaries and to the
Medicare Program.

In 1978, JICF.A awarded to our research center one of seven demon-
stration contracts lo test the feasibility of increasing enrollment of
medicare beneficiaries in ITTMO’s.

The first objective of the Portland demonstration was to design a
prospective payment system which included suflicient incentive to
beneficiaries for them to enroll, which would cost the Medicare Pro-
gram less than fee-for-service payments and which would provide
appropriate payment to the IIMO. We called it medieare plus.

Under this demonstration the monthly payvment by IICFA includes
a contribution toward the cost of supplemental henefits, plus payment
for speeinl new member services, These additional services and bene-
fits are covered Dy the savings: that is, the difference hetween our
adjnsted community rate and 95 pereent of what medicare calculates
it wonld pay in the fee-for-service system.

Our media eampaign in 1980 effectively demonstrated an TTMO’s
ability to attract some 6,000 new enrollees and to attract a representa-
tive nge and geographie eross section of the senior citizen population.
Medicare benoficiaries were motivated to enroll by the premium sav-
ing= and the additional benefits,

The annnal eancellation rate of the health plan members in this ex-
periment. approximated 3 percent, which indicates a high level of
aceeptance,

Qinee we have demonstrated the feasibility of attracting such niem-
hers, we foel it is imnortant for the Federal Government to adopt
policies that will facilitate the enrolment of medicare eligibles in

. b ).,
gronp practice, prepayment plans, and other ITTMO’. And we offer
these snggestions in that regard,

ERIC
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First, that the amended section 1876 of the Social Security Act
[TEFRA amendments] be implemented. These allow payment of
capitation payment amounts to FIMO’s and competitive medical plans.
The enabling legislation for this was passed in mid-1982, Proposed
regulations to implement this section were published by HCFA only
7 weeks ago,

Second, eliminate the current requirement that two new medicare
members have to be enrolled by an HMO for each existing medicare
member converted to a risk contract. This is unfair to existing medi-
care ITMO members, deprives them of additional benefits, provides no
financial incentive to attract new enrollees, and creates two classes of
medicare enrollees,

Third, work to improve the adjust=d average per capita cost meth-
odology.

Fourth, assure stability in the IIMO payment methodology.

Fifth, promote the IIMO option to medicare beneficiaries,

Sixth, enconrage demonstration to test new concepts in financing as
well as organizational and benefit concepts for the Medicare Program.

At present IICF A invests for research and demonstration only about
b cents of every $100 of medicare expenditures, And recently demon-
strations have been significantly threatened by the actions of the exe-
cutive branch, For example, our proposed medieare plus IT experi-
ment. Medicare plus is now considered a first-generation experiment
and demonstration. The lessons learned will be most useful to other
HMO?s.

However, we also learned shout the need to extond long-term care
and in-home support options. .'o us it is timely an/l important to test
whether it is possible to integrate acute and long-term care and to
integrate private premium revenue and medicare revenue in a manner
that would produce better care for medicare beneficiaries and ulti-
mately save money for the Medicare Progran. This led to the develop-
ment. of a proposal for a social/TIMO demonstration which has been
submitted to HCFA. The idea is to increase private premiums by
using insurance principles for long-term care and offering support
services to avold nursing home admissions.

The recently passed deficit reduction legislation contained an
amendiment proposed by the Senate Resource Committee that directs
the Seeretary of HIIS to approve the waivers fov this project. We are
looking forward to beginning medicare plus TT shortly, and we be-
lieve that similar demonstration projects need to be enconraged rather
than discouraged. Serving the senior citizens of our community is one
of the most satisfyving aspects of our program. We sincercly appre-
cite the opportunity to share with vour Committee our experiences
with medicare and our thoughts about legislation affecting the future
of prospective payment for medicare providers, Thank you,

Senator Kvaxs. Thank vou very much.

[ The prepared statement of Mr. Wagster follows:]

PREPARED STATEMENT OF DANIEL (). WAGSTER

1ood morning Senator Evang and members of the Senate Committee on Aging.
My name is Daniel O, Wagster, senfor vice president, Orezon regional manager
and n member of the honrds of directors of Kaiser Foundation Health Plan and
Kalger Foundation Iospitals,
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1t's a pleasure to appenr hefore you today to disenss the Medicare I'lus Project
and the Kaiser ermanente Modical Care Program in Oregon and Washington
and the sueeessor demonstration project on which we are about to embark, known
nationally as the Socinl/Health Maintenance Organization demonstration and
known in Oregon as Medicare I'lug IT, First, however, I'd like to establish the
setting for the two projects and the delivery of coinprehensive medical services
by the Kaiser-Permanente Medical Care I'rogram to residents of Oregon and
southwest Washington,

The Kniser-Permanente Medical Care Program hag 40 years' experience in the
health care tield fu Oregon and sounthwest Washington, Beginning during World
War 11, it provided medical eare to Kaiser shipyard employees and their families
in the Yancouver, WA and DPortland, OR areas, After the war, the henlth plan
wias opened to publie subscription and offered to employer and union trust groups
and individuals. Today, Kaiser-Permanente, a federally qualified health main-
tenance orgunization [IIMO], is the Nation's largest group practice prepayment
plan. Comprehensive medical and hospital services arce provided to 4.5 million
voluntarily enrolled members in the nine Kaiser-I’ermnunente regions~—northern
and sonthern Californin, Colorado, Iawaif, Ohio, Texny, Connecticut, the Wash-
ington, D,C., area, and Oregon/Washington (known as the Oregon Region). Ef-
forts are underway to expand to two new areas: North Carolina and Georgia.

The Kaiser-’ermanente Medical Care DProgram in the Oregon region now
rerves nearly 270,000 members, of whom approximately 26,000 are age 65 and
over, In addition to comprehensive physician and hospital services, dental hene-
fits are provided to about 58,000 members in Oregon and Washington, Physician
services are provided by nearly 300 physiciang affilinted with Northwest Per-
manente, I*.C. and dental care is provided by the 38 dentists of ’ermuanente
Dental Associntes, I'ifteen facilities are involved in the provision of health care
to members in Oregon and southwest Washington,

Our facilities fnelude two hogpitals—Kaiser Sunnyside Medical Center and
Bess Kaiser Medieal Center, Members receive ambulatory services at 10 medical
office facilities, including a facility in Vancouver, WA, This fall, we plan to open
our newest medical office in the Longview/Kelgso area thus enabling residents
in that aren of sonthwest Washington to enroll in Kaiser-I’erntanente,

The program also has a mental health center, an alcohol treatment program,
a cancer counseling center, a community medicine department, o home health
agency, a hospice programn and a nationally recognized lhealth services research
center.

1t is in this background the Oregon Region and its health services research
center have established a long tradition of conducting medical eare experiments
affecting the organization of medical care within Kaiser-I’ermanente and other
IIMO's and providing data to illuminate national public policy debates in health
care,

A basie component of current national health policy is to encourage the develop-
ment and growth of HMO's as n cost-effective alternative to the fee-for-service
health care delivery system, The cost effectiveness of IIMO’s has heen demon-
strated by a nunber of studies. For example, the June 7, 1984 issue of the New
Fngland Journal of Medicine reports a study by a Rand Corp, reseurch team
which substantintes the cost-effectiveness of group practice prepayment ITMO’s
such as Kaiser-Permanente, The 10-year, $R0 million study incladed a component
conducted in vooperation with Group Ilealth Cooperative of I'uget Sound which
assessed MO nedieal eare. This component found that costs of medienl and
hospital eare in a group practice prepayment plan were 26 percent less than the
costs of care from fee-for-service physicians,

The study team attributed the cost differential primarily to the lower rate of
hospital admissionys for people enrolled in the group priactice prepayment plan.
which was “about 40 percent less than in the fee-for-service group.” The
resenrchers conceluded their study “'suggests that the style of medicine at prepaid
group practices is markedly less hospital-intensive and, consequently, less
expeusive,”’ .

The Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA) authorized
ITMO programs for medicare progpective risk contracts in recognition of the value
of developing provigions that will eneourage ITMO)'s to inerease their participa-
tion in the medicire program, There were geveral issues that had to be addressed,
however, before the passage of that legistation,

The interest of group practice IIMO's In substantinlly inereasing thelr par-
ticipution in medicare depends upon the extent to which those programs are
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changed to inelude 1IMO provisions that are consistent with the way success-
fully organized systems of eare operate,

An awareness of the extent to which reimbursement formulas can affect costs
and the failure of retrospective cost reimbursement to embody cost conscious-
ness in the delivery of services led to the advocacy of prospective reimbursement.

The critical factor in increasing the number of medicare heneficinries enrolled
in IIMO's {s to provide sufficient incentive for them to enroll in an HMO when
to o so meuns that they have to accept less freedom of choice of physlelans and
hospitals than they may generally have under medicare. This can be accomplished
by paying 11MO's a meaningful portion of the savings resulting from their effi-
ciency which may be passed on to their medicare members in the formn of added
benefits or lower rates or both. Ilowever. this requires paying HMO's more than
their adjusted communlty rite for provlding medleare covered services but will
resnlt in IIMO members recelving greater benefits than other medicare bene-
ficinries. Although this is contrary to the basic manner in which medicare
operates, it is essential if IIMO participation in that program is to be increased.
Incentives for enrollment in cost-effective systems are a basic requirement for
significant delivery system reform.

Besides attracting more members, it is economically sound to reward prudent
purchasers of health care services. As it now stands, the medicare program in-
terferes In the efficient economic performance of the health sector, By eliminating,
or practieally eliminating the participation in the payment of the health insur-
ance preminng, the participant ean no longer benefit financially from his choice
to purchase less expensive medical services.

There are # number of methods and formulas fos paying IIMO's, but there are
two principles that are essential for the active participation of HMO's on a risk
basiy. They are:

(1) The rate should be determined prospectively and should be on a per
eapita basis, Both the IIMO and ihe medicare programs should know what the
rate will be in advance. This will allow each to plan and budget accordingly.

() The rate should include the savings which an HMO creates through its
operational efficiencies when compared with non-I1IMO costs in the area. The
savings should be nsed to provide added benefits or lower rates to encourage per-
sons to join the IIMO,

The Kaiser-Permnanente Medical Care Program. which is the largest group
practice prepayment plan in the United States. has had extensive experience in
serving as a provider of care to medicare and medicaid beneficiaries and in par-
ticipating in the development of Federal and State statutes, regulations, and
policies concerning HMO's.

From the original beginning of the medicare prograin, Kaiser-Permanente re-
ceived payment for part A (hospitalization) services provided to its medicare
members on the basis of the cost of such services determined retrospectively
using standard medicare rules. Part B payments are based on retrospective cost
determination in accordance with the group practice prepayment plan provision
of the medicare act. Medienre members are enrolled fn a supplemental plan which
covers the deductible and eoinsurance amounts not covered by medicare and
provides selected optional services such as preventive health services and out-
patient drugs, which medicare does not cover. Thus, medicare does not pay the
Program o prospectively determined rate. which is the usual way in which the
I'rogram receives payment ; nor does the Irogram have any contracts under sec-
tion 1876 of the aet (the medicare MO provision).

Consequently, the program had not made substantinl efforts to enroll medi-
care moembers who are not already members for the followlng reasons:

(1) The benetit or rate incentives for non-Program mmembers to join the Health
Plan are inadequate or uncertain,

() The existing payment provisions (sections 1815, 1833, e, 1878) are in-
consistent with the Program’s basic method of operation hecause they involve
retronetive deterinination of the amount of payment. an irrational method for
Program planning and operation, iustead of paying on a periodie rate basis,

(3) There was significant concern that the “lock-In" requirements of section
1876 wonld be difficult, if not impossible, to impose upon the Program’s existing
medicare members,

However, in 117 the Health Care Finaneing Adminlstration (IICFA) awarded
seven wedivare demonstration contracis to test the fensibility of increasing en-
rollment of medleare henefleiaries In 1IMO's, One of the contractors was the
Kaiser-Permanente Ienlth Services Research Center In Portland, OR,
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T'he first objective of the demons <ation in Portland (ealled Mediecare Plus) was
to design a prospeetive pavment system which provided suflicient incentives to
medicnre beneftefaries to join the IIMO, which would coxt the medicare prograin
less than services purchased in the community from fee-for-service providers, and
which wonld provide appropriate payment to the HMO.

Under this demonstration, HCKFA paid the Kaiser-Permanente Care Program
at the beginning of ench month a set amount for ecach Medieare Plug member, The
payment includes Kaiser-Permanente's adjusted community rate for medicare
covered services (ACR), The ACR covers all members A and B services and is
adjusted to rvefleet differences in benefits, utilization rates, and the differential
time and complexity of vroviding services for medicare enrollees compared to
other enrollees of the health plan, This ACR is all that Kaiser-Permanente re-
ceives for medicare covered serviees.

In addition to the ACR, the mounthly payment covers a contribution toward
the cost of standard medicare supplemental benefits, plus payment for special new
member services, 'These additional benefits and services are provided from the
“suvings”— the difference between the ACR and 93 percent of wha. medicare
calenlates it would pay for these beneticiaries in the fee-for-gervice system (the
average adjusted per capita cost or AAPCC). Each year a monthly rate is cal-
culated for the coming year.

The Medicare Plus Program began with a special media campaign designed fo
ensure that all medieare beneficiaries in the Portland-Vancouver area were
invited to join the projeet, Television and newspaper announcements were supple-
mented with regalar contact with public and private agencies serving the low-
tncome ard the elderly. A total of 15,000 beneficiaries request information packets
on Medieare 1'us, The Medieare Plus Project enrolled nearly 6,000 new medicare
beneficlaries and approximately 2,000 conversion members into the demonstra-
tion.

The marketing eampaign was effective in notifying eligible participants and
in attracting people likely to enroll, Tt also demonstrated the ability to attract
a representative age and geographie cross-gection of the senior citizen popula-
tion, The enrollment of 6.000 new medicare members into Kaiser-Permanente
raised the percentage of over 65 members from 6.85 percent in 1979 to 9.4 percent
in 1981 and about 10 percent in 1984, As a rvesult the KPMCI® now serves more
than 18 percent of all medicare beneficiaries in the Portland SMSA, with a fotal
of 260,000 medienre beneficiaries served under risk or eost contracts. The health
plan’s overall market penetratlion far 1981 was 19 percent.

The Medicare Plus Projeet in Portland and successful programs in Massachu-
setts and Minnesota demonstrated that it is possible to design a workable prospec-
tive payment system and that nedicare beneficiaries can be motivated to join
an IIMO by offering them a premimn savings or more henefits than they usaally
have available. Although outpatient utilization was somewhat higher than pre-
dicted, Inpatient utilization was near predietions for this popnlation, An annual
caneellation rate of only 3 pereent indicates a hlgh level of membor aceeptance,

These findiugs indicate the feasibility of publie poliey encouraging enrollment
in HIMO's by increasing their participation in the medicare program, The findings
also demonstrated that inereasing mediecare enrollment in HMO's has a potential
to help contain medicare costs and deerease hospital utilization for an increasing
aged populution in the United States,

The provisions necessary for enconraging more HMO's to compete for medieare
patients are now enaeted into Inw in the 1982 TEIFRA, However, the proposed
regnlations for this program were just released, Kaixer-Permanente hay prepared
cotmments on the regalations, which appear generally to allow n program vory
simbir to the Medicare Phis domonstration,

We feel that it is important for the Federnl Government to adopt policies that
will facilitnte the envolliment of medieare eligible in group practice prepayiment
plans and other MO, Aetion that could be taken by the Federal Government
to fucilitate this would inelude;

1, IMPLEMENT AMENDED SECTION 1876 OF THE BOCIAT SECURITY ACT

This amended section (TEFRA amendments) allows IIMO's and competitive
medieal plins to eneoll medienrve beneticiaries and be paid o prepaid eapitation
wimonnt, The difference between the payment and the HMO's adjusted connnn-
nity rate is to he provided as additional henetits to the medicare enrollee, thereby
providing a finuncial incentive to the benefieiary to join the IIMO. FEnabling
legislation for this program was passed in mid-1982, Proposed regulativng to
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implement It were published by HCOKA on May 23, 1984, Tt should finalize those

regulationy in an expeditious manner, so that program implementation can begin,

Y. ELIMINATE THE CURRENT REQUIREMENT THAT TWO NEW MEDICARE MEMRBERS HAVE
TO BE ENROLLED FOR EACH EXISTING MEDICARE MEMBER CONVERTED TO A RISK
CONTRACT

This provision isx unfair to existing medicare HMO members, since it deprives
them of additional benefits availuble to new medicare 11MO members. It pro-
vides no financial incentives for them to get their care from the HMO. It creates
administrative problems for the HMO as well as confusion and misunderstanding
among the medicare beneficiaries.

3. WORK TO IMPROVE THE ADJUSTED AVERAGE PER CAPITA COST (AAPCC)
METIODOLOGY

The AAPCC represents the fee-for-service equivalent of providing care to the
non-1IMO enrolled medicare beneficiaries in a geographic area. While this
nethodology appears adequate to begin the program, it is important that IICFA
work to improve this methodology. To accomplish this, efforts should be under-
taken to advance the “state of the art” so that an HMO and the Federal Govern-
ment will have assurances that participating in this program will provide fair
reimbursement, This should increase IIMO participation and assure that the
member iy properly rewarded for selecting an HMO.

4. ABSURE BTABILITY IN THE HMO PAYMBNT METHODOLOGY

There is n need to assure that the “rules of the gume” are stable over time.
This includes both payment and operational requirements. This will help stimu-
Inte active IIMO participation and preveut fluctuating premiums or benefit levels
for medicare enrolless,

6. PROMOTE THE HMO OPTION WITH MEDICARE BENEFICIARIES

The Henlth Care Financing Adminlstration (IHCFA) should fully inform
medicare beneficinries of the HMO option aad the benefits and restrictions nsso-
viated with sclecting it. Consideration should also be given by IICFA to the
development and distribution of enrollment literature and cost information, so
that a beneficiney has the opportunity to compare the benefits and costs of
each of the plans with risk contracts in the service area. We recommend that
prior to becoming medicare eligible, each prospective heneficinry be informed
of the service options available in the geographic aren and requested to make
a chioice among them,

6. ENCOURAGE DEMONSTRATIONS TO TEST NEW CONCEPTS FOR TIIE MEDICARE PROGRAM

The Federal Government should encourage demonstrations that test new
finnncing, organizational and benefit concepts for the medicare program. Cur-
rently less than $30 million are invested by IICFA in medicure research and
denvustration, an amount that equals about five cents for every $100 of medi-
care expenditures. And recently demonstrations have been significantly threat-
ened by the actions of the executive hranch,

Medicare Plus is now considered a “first generation” demonstration, bheeause
a considerable portion of the planing period was devoted to developing the rate
methodology and dealing with medicare walivers and other demonstration re-
quirements. While these activities will no longer be necessary under the new
HMO medicare stntute, the lessons learned from Medicare Plus will be most
useful to other HMO's enrolling medicare benefleiaries.

The lessons learned as a result of Medicare I’lus also pointed to the need to
extend long-term care and in-honme support options available for medicare bene-
flefaries under a prospective eapitation systen, What we perceived was required
was un opportunity to test whether it was possible to integrate acute and long-
term care, amd to integrate private premium revenue and medicare revenne—
in 0 manner that would produce hetter medieal care for medicare benefieiaries
and ultimately save money for both medicare and medicaid.

However, Kniser-I’'ermanente (and all other IIMO's) know very little about
the organization and financing of long-term care, Further, since the medical care
marketplace has become 8o competitive and cost contalnment oriented, it is very
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diffienlt to interest the managers of medieal eare programs in engaging in new,
risky experiments. However, findings from experiments in long-term care indi-
cated that it might Ye possible {o develop HIMO approaches that would utilize
insnrance prineiples to inerease the proportion of private premium funds that
could be spent on long-term care,

When the health services research center was encouraged by HHCFA to co-
operate with Brandeis University in developing a proposal for a social/HMO
demonstration, there were two elements of the proposed demonstration that
semued to inerease its potentinl for successful implementation: A 100 percent
AADPCC payment mechanisin and an approach for sharing risk between HCFA
and the 1IMO in the early phases of the demonstration, A payment formula that
is based on 100 percent of the AADPPCC could produce enough “savings” to allow
a1 premium in the marketplace with a reasonable potential for attracting a rela-
tively balanced popnlation of well and frail medicare bheneficiaries.

An appropriate halance of healthy and frail heneficiaries is necessary in order
to assess the impact of the new services on the cost of the acute serviees gen-
erally provided in HMO risk programs. Beeause of the extra 5 percent (100 per-
cent of the AAPCC rather than the 95 percent in the original Medicare Plus
demonstration), it may be possible to desizn a feasible benefit package integrating
long-term care into a risk progran. This should encourage relatively healthy
beneticinries to invest private preminm dollars, thereby spreading the cost of
long-term cnre over the total population using insurance principles. The success-
ful applieation of this approach can reduce the dependence upon state and federal
funds for finaneing the provision of long-term care services.

Kaiser-’ermanente developed a proposal that woiuld enroll 4,000 aged medi-
care beneficiaries in ity Medicare Plus 11 (social/HMO) demonstration from
Multnomah County, OR, Of these, 2,000 will be converted from Kaiser Foundation
Health 1I'lan existing medicare membership; the balance will be 500 medicare/
medicaid recipients and 1,500 regular medicare recipients from the commnnity
who now receive their eare through fee-for-service sources, The proposal, which
was approved by HCFA, has been delayed since Janunary in a disagreement
hetween the Office of Management and Budget and IICKA over the use of waiver
authority to experiment in medicare and medicaid. The recently passed deficit
reduction legislation contained an amendment proposed by the Senate Finance
Committee that directs the Secretary of Iealth and IImmnan Services to approve
the waivers for this project. We are looking forward to beginning this project
shortly and we believe that similar demonstration projects need to be encouraged
rather than discouraged.

Serving the senior citizens of our community is one of the most satisfying
aspects of our program and we are very pleased to play a role in pioneering
projects that sirccessfully demonstrate it is possible to provide quality medical
care at a saving both to medicare beneficiaries and to the medicare program.

We sincerely apprecirte thie opportunity to share with this committee our
experience with Medicare Plus, and our thonghts about legislation affecting the
future of prospective payment for medicare providers,

I have with me copies of this testimony, along with copies of the Rand study
referred to and information about Medicare Plus and the social/health mainte-
nance organization experiment. Thank you.

Senator Kvans, The fourth witness is John Ilaugan from the John
Tenten retirement group in Spokane, e has been involved with aging
xsues for over 30 yvears and served as a delegate to the White Iouse
Conference on Aging and has pioncered some very interesting work
mn wholistic health eare with senior citizens, with a main emphasis on
keeping the elderly out of nursing homes and other institutional ar-
rangements, We will hear about Mr, Haugan’s work with the Tilac
Plaza and Holman Gardens retirement homes in Spokane, T under-
stand you have similar projects pending in other communities in the
Northwest. T am sure the experience of this project will provide us a
nnique perspective, one which we hope will be another valuable alter-
native to the challenge we have in front of us. Mr, Haugan.
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STATEMENT - 'OHN F. HAUGAN, ADMINISTRATOR,
LiLaC PLAZA, SPOKANE, WA

Mr. ILsvean. Thank you. I am John Haugan. I am the administra-
cor for 12 years of the 175-unit, 13-story, low- and moderate-income
housing project called Lilae Plaza. And I am also the administrator
of TTolman Gardens, 2 brandnew, 96-unit, privately finaneed housing
project. I served as a founding director for a senior citizens conter in
Missoula, MT. And Senator Evans mentioned about heing a delegate,
I was the planning director for the State of Montana, with the re-
sponsibility of coordinating the White House Conference on Aging,
the second White Iouse conference. It was composed of determining
needs, there were forums—those of you who are old enough to rve-
member the second one, The first 3 months were forums to diseuss
needs, and then task forees were set up to discuss, “How can you meet
the needs on a loeal, State, and national level 29

There were 195 recommendations that eame out of it. And then when
[ went to Lilae Plaza, T had a guide book on how to run a retirement
home, And. so, there are several things that I think that are necessary.
Why isit important that we have a Lilac Plaza and Iolman Gardens?
There needs to be a continuum from your own home to a nursing home,
There has to be an in-between stage. And that is where we come in.
I feel it is an absolute necessity that we have an in-between,

Catholie Charities made a study of nursing homes in the Spokane
aret, and there were 33 percent of the people who needn't have been
in a nursing home if there was just a httle care available. And that
is where we have tried to fill the need. I learned about the needs and
how to meet the needs.

The first thing that is absolutely necessary is the meal program, Tf
a person does not cat properly, a tea-and-toast diet means ¢enility or,in
the medical term, dementia. If you do not get enough vitznin B3-12
and enough food, yvou are going to wind up senile. and you are going
to wind up in a nursing home,

If a person does not eat enough—if someone says, “It does not malke
any difference whether T eat or not.™ it means a difference to all of
ns s taxpayers beeanse we are going to foot the bill to take care of a
per<on in an institution,

The second thing that is absonutely necessary is the preveniative
and carly detection health program. T ran Lilac Plaza for a couple
vears, But one of the recommendations of the White TTonse confer-
ence was prevention and early detection, So. T was finally in a posi-
tion to hire a nwrse fron the Vistting Nurses Association to come in,
and we were able to experiment in keeping people well,

The month hefore we had our first nurse, we had two people go to
the hosnital. one with a broken Dlood vessel, the other with a broken
blood vessel in their head, which meant a stroke. After we ﬁot the
nurse, the people who had high blood pressure were sent to doctors
and kept under medication, That is the sensible way to do it, A person
with high blood pressure is a walking time bomb, And if he does not
know it 1= ready to go off any time, then we take eare of them and we
have all kinds of sorvices to take care of them after the fact, whereas
a preventative program could prevent it.
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A third thing is the exercise program, And this is why in designing
Holman Gardens we have a track, an indoor track, We have an exer-
cise room. We have a swimming pool, an indoor swimming pool and a
Jacuzzi, For people with arthritis, it is excellent,

And the fonrth is a full range of social programs to meet every need.,
imchiding the need to be needed. Senior citizens shonld not be put on
{he <helf. And, so, T am constantly looking for opportunities where
people can use their talents and abilities in a constructive way.

Why Holman Gardens? Why Lilac Plaza? There are some people
who need full nursing care. And we are grateful for that, But my job
i< to keep people out of nursing homes, And at Lilae Plaza 1 made a
snrvey—and it is in my prepared statement—of 210 people. Inciden-
{ally, it was not just myself. T had one of the residents and a secretary
and myself. Of the 210, T rated them: one, good health; two, some
problems: three, lots of problems: four, absolutely would be in a
nursing home if we did not have our support services. And there were
33—Dbecanse we have been there 1234 years now, and some of the people
in 1215 years are a little bit more frail,

How can I illustrate it 2 Oliver was 80 years old when he moved into
Lilac Plaza. He was a retired railroad engineer. When he was 85, he
had heart failure, which meant that he could not get down to the din-
ing room anymore, I asked a woman by the name of Agnes if she would
look after Oliver. I mean, bring a tray up. We had tray service, Then
the nurse would cheek on him a couple times snd report to the doctor.
And Agnes prepared a breakfast for him too. Oliver lived in that con-
dition until he was 90, when he went to the hospital and had an opera-
tion and did not survive. That saved at a least $1,000 a month because
Oliver, if he had been any place else, would have had to have been in a
nursing home, And that saved $1,000 a month for 5 years. That is the
sort of thing I feel is an alternative or a supplement,

There is a couple other things. There is Gwen, who came into Lilac
Plaza when she was—we have a 414 year waiting list—and she was
pretty confused. And I thought, “Boy, I made a mistake in having her
come in.” But she did come in, and after about a month of eating prop-
erly, she was back to normal. So, T saw in her the demonstration that a
person who is not eating properly—because she is almost blind—had
started to become senile, and it was reversed. And that is the wonderful
thing about it, that these things can be reversed,

[ think that there are many other things that T could tell you about.
At Holman Gardens we are just starting out. We are going to have a
Lefore and after. We wonld like to take a health survey before and a
health survey after to show that this type of program is really cffec-
tive and worthwhile,

We have a slogan in the Lord’s Prayer: “Thy Kingdom comne, Thy
Will be done on Earth.™ That is, “Thy Will be done on Earth at Lilac
Plaza and Holman Cardens, just as it is in Heaven,” [Laughter.]

So. ix 1x our funetion to ereate a bit of Heaven, There are some people
in it who create the other way. | Laughter.]

But with that, I will close. Thank you for letting me testify.

Senator Fvaxs, Thank vou very much. Tt has been a very interesting
panel. a vaviety of alternatives, Tet me get back now to some of the
questions that have occurred to me in listening to this testimony. But,
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first, John Haugan’s written test imony will be made part of the record.
[ The prepared statement of My, Haugan follows:]

PREPAREY STATEMENT oF JomN F. HAUugAN

Lilac Plaza is a 236 rent supplement and section 8 retirement home for low
and moderate income people. The new residents must be able to take care of
themselves, We have no nursing facility, e Loard and staff of Lilac Plaza
have a goal to be a full brogram retirement home, with such policies ax ‘meet-
ing every need of every restdent” and “to create n bit of IHeaven”, Thix fulfills
that portion of the Lord's Prayer, “Thy Kingdom come, Thy will be done on
Earth (Lilac Plaza) as it is in Heaven,”

Because of having been a part of the second White Ilouse Conference on
Aging, I was aware of the needs of senior citizens and, thus, could have programs
and activities whleh eould meet the needs of them. One of the most important
ix having one menl a day,. People who do not eat properly can eventually suffer
from dementia because of lack of protein and proper vitamins, (2) A preventive
aud early detection programn is an absolute “mnst” and should be in every re-
tirement home in the country. Medicare is backward, They wait until a person
ix sick and then pay to correct the problem. (3) Social programs are necessary,
Dr. James Lynch, in his book, “The Broken Heart,' 'states that loneliness is
the No, 1 killer in the Urnited States. (4) A spiritual program, This is a very
significant part of the life of a retired person, (5) Arts and crafts. It is very
tmportant that opportunities be provided to utilize talents and abilities and to
ulleviate the fear that they will be put on a shelf, (8) Gardening., At least 50
of the 175 families at the Plaza utilize the opportunity of gardening, It is very
therapeutie, in addition to helping provide their own food, There are many other
brograms and activities which are provided, such as a music program, parties,
classes, games, ete.

In addition to providing a much higher quality of life with these actlvities,
there is a definite financial factor for Justifyving such a full program retirement
honte, Lilac Plaza has been in operation for 12 full years. We have a number
of the original residents still living here. For this letter, the secretary, one of
our charter residents who helps in the office and I rated each of the residents in
the building by “1"-—good condition ; “2"—sgome problems; “3"—many problems
and "4”"—would be in a nursing home if we did not have a meal and nursing pro-
gram, Of the 210 residents, 33 were in 4" class. It would cost the resident, the
family or the Ntate at last $1.000 more per month if these people were in g nurs-
ing home. This is $396,000 a year savings. Beeause most of our residents are low
and moderate income, it means the State would pick up the tab between what
they have and what it would cost in the nursing home. It is very likely that the
otlier 24 who are in the “3" class would probably be in a nursing home if they
had been in another home where there was no meal or nurse to cheek up on
them. This fizure wonld he another $288.000,

In 1978, the State budgeted $177 million per biennium for nusing home care.
In 1982, the fignre was $344 million or almost doubled in 4 years, There is ab-
solutely no way in which this figure is going to be redr-ed because almost every
patient in the nursing home uses up his or her assets in a short while and becoines
a ward of the Statn

The goal at Lilac Plaza ix “to meet every need of every resident.” The follow-
ing programs, activities and facilities are available to meet those Teeds:

(1) A menl program. The menl is served at the table, not served cafeterin style,
There is n provision for special diets and tray service is availahle.

(2) A nursing service. with emphasis on prevention and early detectlon, The
nnese monitors blood pressnres twice weekly, gives shotx under doctors’ orders,
gives foot care and checks up on medications. She visits the sick in their apart-
mentxs and reports to the doetor.

(3) A nntary public is a free service.

(4) A copy machine is available, at cost.

(3) There is a small change drawer for making change for huses. laundry. ete,

(6) Volunteers in the office make out meal tickets for residents’ guests, take
care of their dry cleaning and preseriptions dellvered from the pharmacy and help
rexidents with any problems they muy have,

{7) Coffee, tea. and bouillon are available free from 9 till noon in the lounge
to provide a xocinl time for the residents.

(8) Resldents may have their own gardens,
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(9) Bus service to the door,

(10) Bookmobile serves our residents,

(11) Library avatlable in the building,

(12) Coin-operated lnundry.

(13) Co-op grocery store run hy residents,

(14) Musle program daily with different planists and song leaders.

(15) Yotlng precinet in their building, Voter registration cards are filled out
for residents to transfer their registration, Candidates are invited to speak to
the residents and issunes are discussed,

(16) Democracy in action-—a residents' council ineets weekly with the admin-
istrator. They set up committees to handle problems which arise, plan monthly
parties and set up twice-yearly paneake breakfasts and bazaars,

(17) Floor monitors check on residents daily,

(18) Veuper services are held each Sunday and Blble studies weekly.

(10) Filin programs,

(20) Craft programs,

{21) Classes are avaiable for painting, defensive driving, nutrition and weight
control.

(22} Exercise classes and equipment are available,

(23) Nervice projects, such as making lap robes (over 1,100), quilts for fam-
ilies burned out. ete.

(24) Utilization of church, service and community organizations, The Rotary,
Kiwan:s and Lions’ Clubs have helped with building projects,

(25) Whitworth College and Spokane Falls Community College have heen
utilized for classes and by providing students on work study and class projects,
The students help set up programs and projects.

Senator Iivans. I will question the witnesses in the order people tes-
tified. Mrs. Katterhagen, you talked about the necessity for changing
rules to come. I guess I have the same question that I had asked earlier:
Do you think that this ultimately indicates a need to merge Medicaid
and Medicare into a single system for the elderly?

Mrs. KarrerioaceN, 1 think it needs to go further than that, Sen-
ator. I think the Medicaid and the Medicare Programs deal with the
health issues of the individuals. And what we have described to you
today shows that people are more than just health issues. There are
also social issues, and there is a whole social system under title XX
that is being provided to people, but the two are not mxxmg on a com-
munity level. And that is where a huge gap is occurring. So, I would
suggest that all three get merged in some fashion and to have the ad-
mission requirements valid for all three so that services can be provided
to people when the need is there.

Senator Evaxs. I suppose the one thing that T ain not aware of is
whether anyone has done significant research yet on what anticipated
costs we might face with a merged system of that nature.

Mrs. Karrermacen. We might reduce costs, Senator, by eliminating
some of the burcaucracy, No. 1. No. 2, what T am not suggesting is
that you open the admission eriteria. What I am suggesting is that you
just combine the systems so that we end the dupheation and seal up
the gaps because what is happening—for instance, the lady I defined
will end up back in a nursing home beeause of the gaps between the
health and the social systems.

Senator Evaxs. You mentioned the intermediaries and some of the
problems which come from these. Of course, the development of that
concept came before T was in Congress, but T would be willing to bet
what gave rise to all of this. It is so typical of what happens in a legis-
lative body that when a {)n'ob]em develops a program is started. Then
the stories start comin¥ ack of inappropriate or fraudulent use, and
Congress decides they have got to get a handle on that, so we set up a
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system of controls and direction, And T suspect that is precisely how
we got.to this particular juncture,

Do you have any suggestions as to how we can avoid this without
getting into the bureaucratic maze that we appear to have gotten into?

Mrs, Karrernacex, In conversations with the intermediary it ap-
pears to us today that they are spending more time controlling and a
lot less time allowing serviees. T myself go to the intermediary ap-
proximately once or twice a week pleading individial cases with them,
as Idesertbed the 72-year-old man. They are telling me today his serv-
ice. will he denied. T think that there are not that many people out
there who are providing fraudulent and overutilization of services.
And I think that the emphasis on fraud and abuse is mappropriate,

Senator Evaxs, As I remember from your testimony today, that
particular ease was one in which they were denying service hecanse
the recipient was no longer making progress or was stable.

Mrs. Kvrrermacey, They were denying the service that was pro-
vided during the time that he—from the time he was paralyzed to
today. And they are calling that not progressing,

Senator Evaxs. Tt seems to me with that kind of deseription, it is
an erroncous idea of what is happening in the real warld of health
care delivery. When you get to the stable position and then the denial
of service when there is no longer progress being made, is that more
a regulatory or a statutory requirement 4

Mrs, Karreritacen. T believe it is regulatory. Most agencies, Sena-
tor, when a patient arrives in a stable position, discharge the patient.
This particular patient is not stable, He is still learning to walk more
and to walk better, So, he is not eonsidered stable at this time.

Senator Fvaxs, T would guess, espeeially for the elderly, there will
be many cases where someone reaches stability but cannot he dis-
charged from a particular service. There may be a different level of
serviee required on a continuing basis, but in a good many cases you
cannot «imply be discharged from all services.

Mrs. Karreriacey, That is true. Many times an individual when
they arrive at that point, is then referred to the COTES or the Chore
Program beecatwse the Medicare Program requires an individual to need
skilled care. And usually when vou are stable, your reguirements for
skilled care are not there. So, yon are veferred to the COPES and the
Chore Program. Chore which is the social service system but also pro-
vides care for individuals. One of the problems with that is that the
elderly statistically have at least two to three disease processes going
on, as you defined. So, an individual may he stable today and com-
pletely and totally unstable tomorrow. So, having a soeial service then
witlt 2 provider who knows nothing of the healtheare system can at
times increase the problenis.

Senator Ivans, You made an interesting comment that Pierce
C'ounty seems to have more nursing home care than other areas. Won1d
vou care to speculate on why?

Mres, Karrernaaen, No,

Senator Evans. Perhaps vou know why.

Mus Karreriaaey, Ik my view. it comes from a couple of institu-
tional biases on the part of the ease worker. on the part of the dis-
charge planner in the hospitals and also on physicians, We ave work-
ing to change that, but it is going to be a long slow process,
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Senator Evaxs, On something like that, T am not certain whether
there s anything that can be done either by statute or through regula-
tion that would truly resolve that problem. Is it not more a question
of edueation”’

Murs, KarreronaceN, Not always, Senator. If there were incentives
placed upon discharge planners to put a patient in the most appro-
priate setting rather than to push the case on, you could have a better
meentive program.

Senator Jovaxs. What kind of incentives would you suggest? What
woutld work hest ¢

Mus, Karreriaces, I think that, as I went back to the recommenda-
tions I made, the vertical integration of the programm with the incen-
tives to provide care at the most appropriate level, which is not being
done today. In my view, people are being placed in the nursing homes
andl then into the Medieaid Program when they spend down their
money. It we had used the incentive in the first place of providing
services in the home, we would not arrive at the high use of medicaid.
So, 1 think that the incentive program has to be developed toward the
provider,

Nenator Jivans, Vertical integration of that type would be an in-
tegration of systems partially governmental, partially private, par-
tinlly community based. TTow would you suggest doing that ? What is
an adequate way to get that kind of vertical integration? T guess what
it really contes down to is knowledge. .\ recipient needs knowledge of
the variety of facilities or eare available and then some way to ensure
that a person is given the appropriate level of care.

Mis, KarreriaaeN. Let me point out that our social workers that
work for my organization have a notcbook this thick [indicating 4
inches] of just the social services available to the elderly in Pierce
County. There is no way that an individual can understand all that,
even the individuals that are required to do it.

So, T think that, to go on, a vertical integration could he done by
contracts. Tt could be done through a social TIMO that would com-
hine with a health eare organization. But T think you would have to
do it on a eapitated basis to provide the right incentives, T see occur-
ving today hospitals unfortunately going into home health more and
more, hut going into community-bhased serviees in order to utilize more
appropriate funding sources. So, T think we are heading in that diree-
tion, hut we 1aay not be going quite fast enough.

Senator oy, a& Do you have any snggestions either now or that yon
wonld eare to submit later that could help us speed the process?

Mus, IKarer raeey, O Thank you.

Senator Bvans, If you could, T think it wonld be helpful, beeause T
think you are on the track that we need to try to follow. The ques-
tion 1= how rapidly we ean get there. You mentioned in your textimony
also the failure or lack of participation in the hospiee program. Do
vou have particular suggestions as to what should be done to encour-
age broado» participation ? What needs to he done?

Mrs IarreriraceN. T have a lot of sugeestions, Senator, T am the
haspice representative to the National Association for ITome Care, and
we have heen working for some time to change some of the regulations,
botlu statutory and regulatory.
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First of all, the $6,500 that Congress put as a cap for hospice pay-
ment is appropriate, But when it got to the regulatory side, the in-
dividual daily rates are so low, that we will go broke in trying to pro-
vide it, And T personally do not believe that it is the purpose of a
community-based provider to go broke for the Federal Government.

Senator Evays, We are doing a pretty good job of that ourselves,
[Laughter.]

Mrs. KarreritaceN, Another problem that T bear across the country
quite frequently is the inability of a provider to obtain the contracts
that T mentioned. The legislation required that a hospice provider
have management and fiscal control of the inpatient services that were
provided. Most hospices are developed within communities working
together like a home health agency working with a hospital. Tt is the
rare hospital that will give a home health agency managerial fiscal
control over a piece of their hospital. And that is what the legislation
required. And very many programs are unable to accomplish this with-
out becoming a subsidiary of the hospital, of which many do not like
that either.

Another regulatory occurrence that is happening, the regulations
required that on admission to the hospice program the patient sign
a release allowing the intermediary to come to the patient’s home and
interview the patient. The psychology of that is just mind bogeling.
You have a dying patient that is going to be interviewed by an individ-
ual that may or may not be a health care provider and may not know
anvthing about them. Tt j..st blows your mind, in my view. And the
whole regulation, it just goes on. And I will be happy to provide a
very long list for vou.

Senator Evaxs, All right, that would be verv helpful, because that
is what we are trving to get at, doing things that we can do to help
make the process work hetter.

Mre, Karreriracey, T will ask the State organization, of which Tam
viee president. to heln me on that.

Senator Bvans, All rieht.

Mrs, Karrermacey. Thank vou.

[ Subseruient to the hearing, Mrs. Katterhagen submitted the follow-
ing material :]

Hosprce oF TACOMA,
Tacoma, WA, July 13, 1984
Hon. DANIEL J. FvaNs,
Speetal Commitiee on Aging,
Washington, DC.

Diar SExATOR Fvans : T appreciated the opportunity of testifving at your hear-
ing in Senttle, on the long-term needs of the elderly. During the question period.
we were diseussing the new hospice benefit, and you asked that I send you a list
of concerns ahout {t.

Attached s a paper describing those concerns, developed by the Washington
State Hosplee Organization [WSIO]. This paper was sent to gll members of the
Washington congressional delecation,

We 100k forward to working with vou on this lssie. We feel strongly that modi-
fieations mnist be made to both the statute and the regulations in order to assure
arcess to hogplee for the elderly.

Thank you for your help in this matter.

Sincerely,

Axne KIRCIINER KATTERITAQEN,
Ezecutive Director,

Enclosure.
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CONCERNH REGARDING MEDICARE HOSPICE BENEFIT

ADMINISTRATIVE

1. The law requires that the hospice provide and be responsible for essentinlly
all aspects of the patient's care: Care received at home, in an inpatient setting,
nll pharmaceuticals and supplies, all outpatient treatments, all medical equip-
ment used, This means that, for all practical purposes. a hospice must operate
like a health maintenance organization, 'fhere are multiple problems with this.

The vast majority of hospicey are small, community-based organizations which
are not prepared to assume the administrative burdens and costs nssociated with
such an operation. Though many small hospices are heing acquired hy Iarge
organizations, the burdens stili appear excessive, especinlly in view of the small
number of patients who are likely to make use of this program,

2. The mode of operation required by the law is in direct conflict with the
practice patterns which currently exist in most Washington communities, Few
hospices, especinlly on the west coast, are so centralized us to be able to manage
the medicare program, Most hospices work with a variety of different organiza-
tions and individuals to achieve their ends. For example, Hospice of Seattle, a
home care hospice, serves patients who would use, if necessary, any one of 17
area hospitals. The law also requires that the hospice be “professionally, man-
agerinlly responsible” for a'l aspects of care, including inpatient care, T'his
means that the hospital must allow the hospice home care provider to dictate
what goes on during the time the patient is hospitalized. Few hospitals, let
nlone the patients' personal physicians who historically have been the source of
“orders” for patient care, are willing to give up control of patient care, The
logal ramifications of such an arrangement are unknown and for this and other
reasons the American Hospital Association has recomiended to its members
that they not participate. Further, the administrative burdens of managing the
care for a h:.ndful of patients from outside the hospital in 17 different sites, are
staggeriig.

Suggestion.—>NModify the statute to ellow contracts for inpatient services with-
outt the administrative control requirement.

3. The 80/20 rule. The statute states that no more than 20 percent of all patient
days can be institutional days. All hospice providers recognize and agree that the
gonl is to keep the patient home if at all possible. Ilowever, no program can
predict what the absolute numnber of patient days, in home and in institution,
will be, Further, this is not a per patient ceiling on the number of days; it is a per
ageney ceiling. So literally, every day of the year, the hospice must compute how
many days of inpatient care they have available to “spend” on their current
patients, This is a management and ethical nightmare. Wliat does the program
do with a patient who needs to be in the hospital and they have no inpatient days
left The program must make a choice between taking the financial loss of paying
for the hospital care or deny the patient needed care.

Sugpestion.—Change to 60/40.

4. Patient election of the henefit. In order to be on the medicare hospice hene-
fit, the pationt must "“e'ect” this program and waive their rights to their tradi-
tional medicare coverage, ‘Thix will discourage many people from using the cov-
erage. It requires the person to psychologiciully acknowledge that they will soon
die. This is simply not compatilile with most peoples’ attitudes at this tiwe.
I'atients still hope, they still want access to treatment if something becomes
available, they still need to be allowed to cope with their illness in their own
way, including avoidanee of the subject altogether. Though the patient ean re-
voke the henefit, that really does not solve the problem. The stress of such deci-
sions in and out of this program iy a burden these people don't need.

FINANCIAL

Haospice care has never been delivered in precisely the manner described in the
hospice law, Therefore the data which would tell us the cost of this care is
simply not gvailable, The Health Care Financing Administration [IICFA] does
not know it, the HCOPA hospice demonstration project does not provide it, and
the hospiees don't know it, Therefore we have no basis upon whieh to evaluate
the adeqnacy of the rates. Yet the hospice must be tinancinlly responsible for
everything the patent needs. We cnnnot caleulate the actual potentinl finaneial
liability. We do know that many hospitals in this area will not contract with
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tlwlhnspl('(\s for this care hecause the general inpatient day rate of $271 i«
too low,

Supgestion.—Require H('FA to develop more appropriate levels of reim-
bursement and NOT to exceed $6.500 per patient. '

ETHICAL

Lthical concerns eoxist in two primary areas, First, day-to-day management
of patient care will be ethieally perilous because of the 80/20 split, financial
constraints, and informed consent requirements. However there are other ethical
concerns that are far reaching for our society, The public policy implications
in the medicare hospice law is that if you are dylng, you are not worth expendi-
ture of as much money as others and you may not have access to certain things.
The hogpice movement has stood for something quite different. That is that the
dying person does still matter, and that society does still care, and that the

dying will not be ahandoned.
Though all health care providers are acutely aware of the scarce resource
problem, we do not feel that such a poliey as this should be entered into ac-

cidentally—as oceurred with the passage of this law.
A few of the WSHO's members ave planuing to try to make this program
work. They however concur that this program is risky in many ways and realize

that they may not succeed.
Medleare beneficiaries need nceess to hospice care. hospices need medicare

reimbursement to survive. Unfortunately, this program is unlikely to move us
mueh closer to elther of those ends,

Senator Evaxs. Ms. Wintringham, the suggestion that medicare,
medicaid, and other publie funds supporting care of seniors must be
inteerated under a coordinated set of rules. T guess this proposal gives
rise to the same question T have asked other witnesses—whether you
think medicare and medieaid ultimately need to be merged or whether
it is just a merging of some of the regulations and riles that apply
to the two.

Ms. WixtriNanay. The most important parts clearly are the
merging of the regulatory and financing aspects. And as Mrs, Katter-
hagen pointed out, it is not just medicare and medicaid, There are
other public sources of funds that are providing or covering the care
of seniors. When we speak of medicaid, we are not referring to all of
medienid. T do not believe the intent of medicaid was to care for an
elder population. TTowever, in the State of Washington, much like the
rost of the country, 40 percent of medicaid funds are now supporting
care of individuals in nursing homes, And 40 pereent of the people in
nursing homes were not on medicaid before they went into the nursing
home. hut have spent their assets trying to remain in the facility.

So. T think what is most important to us is that the regulations and
the definitions of the programs that care for our seniors he integrated.
Whether it is one program or just an integration of the rules is less
important,

Senator Tovans. You also suggested that incentives to encourage
effciencies in the feo-for-serviee community should not undermine the
IIMO's incentives. T am not sure I totally understand that, You might
expand on that a bit.,

Me. Winrrisaia. In my written testimony T deseribe in somewhat
ereater detail a number of examples of regulatory and statutory pro-
visions that were passed not to address health maintenance organizu-
tions, but to try to promote some of the incentives we have all been
veferring to thix morning into the fee-for-serviee practice of medicine,
Unfortunately, when they are written—much as when medicare itself
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was written—the focus is on the fee-for-service practice of medicine.
And 1 think frequently the drafters forget that some of those regula-
tions also affect health maintenance organizations,

There are a number of examples where the indirect and unintended
effect hurts the health maintenance organizations even more adversely
than the rest of the community. One of the examples I cited, fr
example, is the release of proprictary information through the inter-
mediaries, and you referred to that earlier.

The decision was made to involve intermediaries in a greater ca-
pacity through contracts from the Federal Government. Most pro-
viders are now able to obtain what many consider proprietary informa-
tion about the competitors in the community. All home health agencies,
for example, are now able to obtain a great deal of information about
the other home health agencies in the community. But at least in that
scetor there is a fair sharing and an equal sharing of information on all
providers. When the delegation was applied to hospitals, hospital-
based health maintenance organizations such as the cooperative was
forced to provide marketing information, enrollment forecast, rating
information, and patterns and practices of use to our intermediary.

Our competitor 1s not a hospital or a home health agency for wl{om
we could receive information. Qur co.apetitor on the insurance side is
Blue Cross or Aetna or some other insurer, and these are the inter-
mediaries. So, here is just one example where the HyIO is disadvan-
taged. We release our information to our eompetitors, We are not in a
pogition to receive comparable information on the n. And they are the
ones who are making the decisions about whether o1:r services should be
covered or not.

Again, in our written testimony there are a number of other exam-
ples like that. And in most cases I think it is merely an unintentional
outcome, but with serious implications.

Scnator Evaxs, To correct that, which way would you go? Would
vou require that information be shared from those other suppliers,
or that the information not be required to the extent that it is from the
HMO’s?

Ms. WintriNaiay. In that particular cirenmstance we had submit-
ted a number of suggestions on how that problem might be addressed.
Unfortunately, there is not similar information on our competitors.
They are not providers of health care, They are insurers. So, there is
no information on how the care for Blue Cross’s patients—because
they do not have patients—is provided.

What was suggested as an alternative is that the information should
cither be protected from the Freedom of Information Act or that one
intermediary who is not the traditional insurer and not a competitor,
should be desienated to review HIMO’s. There probably should be an
intermediary for all health maintenance organizations, who will be-
come move adept at understanding the way health maintenance organi-
zations operate and the way that very different. rules apply to those
plans. They would be mueh more skilled in reviewing claims; they
would be muel more skilled in reviewing the practice patterns and
probably could do a better job for the Federal Government.

Senator ¥vans, What has heen your experience with the addition of
the new medieare beneficiavies to your health planning? You have had
o number of new people come aboard who are eligible and who become
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eligible for medicare, They have received their medieal care in other
ways thronghout most of their life, What is their level of satisfaction
or understanding in helonging to an HMO?

Ms. WinrriNciay. It 1s probably diffienlt for me to answer that
qlnostion. T assume that they are satisfied becanse they are staying with
the program, and the ]%rogrmn continues to grow. Part of the program
does mandate a very liberal grievance and review process to assure that
medicare beneficiaries have a second resouree to turn to if they are not
satisfied with the program. Tt is difficult perhaps for them to turn to
us and say they ave dissatisfied, But there are sullicient means to pro-
tect the beneficiary from that. And we are unaware of any circum-
stance of that occurring.

[ would just point out that there are difficult choices a bencficiary
has to make in joining a health maintenance organization under the
risk contract, It is certainly easy for an individual who has been with
s before and now heeomes entitled to medicare, Individuals not pre-
viously enrolled in the cooperative do have to give up their community
providers, and they do have to accept the lock-in provision which re-
quires that they come to onr facilities, use our services and use our
practitioners, That is a constraint on them. And the hope is that
the incentive side of the program, the reduction of premiums through
the efliciencies of the plan, are enough to counteract that disadvantage.
Later in the next panel, you will have a consmner member of our or-
ganization speak to that, and perhaps that would be a more appropri-
ate person to ask your question.

Senator Fvans, OK, good.

Mr. Wagster, in your testimony you suggest that a critical factor in
inereasing the number of medicare beneficiaries enrolled in ITMO's is
to provide safficient incentive for them to envoll when it means
the restriction in freedom of choice in physicians and hospitals that, it
nay generally have nnder medicare. You go on to say that this requires
paying IIMO’s more than their adjusted community rate for provid-
ing medicare-covered services, but, will result in TIMO members re-
ceiving greater benefits than other medicare beneficiaries.

Where would you suggest that rate be set? Are you suggesting that
the rate be set at the level a person would have to pay for alternative
services to an TIMO? And, 1f so, there are obviously, to the degree
vou provide services more efficiently or at less cost, an element that
ein be cither nsed te inerease benefits, which acts as an incentive, or
presumably to return to the trust fund. Do you have any suggestions
for what level at which that original rate needs to be set and where
that savings should go ?

Mr. Wacster. T will try to be responsive. T am not sure exactly how
to be speeifie abont responding to your question. But both the prob-
lem and the opportunity lie in what we characterize as “savings.” The
fact is that when an IIMO provides comprehensive eave, at less total
cost than the community fee-for-service—~that differentinl has up to
now bheen simply retained by the Government. And the solution, or
the opportunity, that we feel exists aud that we think onr medicare
plusx demonstration project showed conelusively ean work is this, if
that differential is used to cover the TTMO's additional benefits not
covered by medieare—despite the limitations and restrictions hovw ver
they ave perceived by the prospective members—that 65 and other peo-
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ple will in fact enroll in TTMO. We enrolled 6,000 of them in a matter
of months in the Portland aren with just that arrangement under our
medicare plus demonstration project,

The savings, then, is the differential between what our adjusted
community rate is and the IICFA average per capita cost in the coun-
ties involved. B3ut not 100 percent of that differential—at 95 percent
of it,

In other words, 95 percent of the total that medicare would expect
to pay for fee-for-service medicine for those people in communities.
That differential can be used to provide additional benefits, not paid
to the HMO for retention by the IIMO, but in fact made available
to the beneficiary through supplemental benefits as an incentive to join
our kind of program despite its lock-in provision, And we feel that
has been adequately demonstrated.

As to what benefits you ean offer in that package, that is the func-
tion of the IJIMO's cost and a function of the cost of the services which
are added to the basic comprehensive package. It is a little bit difticult
for ine to answer your quesetion specifically.

Senator Kvans. Look at it from the side of Government. We are pay-
ing u fee-for-service rate in communities throughout this country.
Presumably one of the benefits of moving more strongly toward an
TIMO would be the greater efficiency and the smaller cost. Tf we, how-
ever, pay the same rate or something close to the same rate, are we
achieving any of the savings for the taxpayers as opposed to the in-
creased beneficiaries?

Mr, Waaster, The taxpayers by definition would save § percent;
that is, 93 pereent is the maximum of the differential that would result
from comparison to the community average. Second, individuals who
belong to the TIMO's arve actually receiving greater henefits and are
Jess apt to he involved in some of the other kinds of social spend-down
problems, for example, nursing homes, that later occur by virtue of
having less comprehensive benefits available to them than members
of an ITMO. But the primary savings to the Government is specifically
the 5-percent differential.

Senator Evavs. Ts there any evidence that you are aware of to in-
dicate that the health care benefits available through an ITMO and the
way in which people use them leads to any greater health or a longer
period of time for the elderly to he independent than someone who
is operating under medicare and fee-for-serviee operation?

Mr. Wacster. [ am not aware of any study that establishes that,
nor am I aware of any study that establishes that there is less health
benefit to the individuals that belong to our kind of program.

Senator Ivaxs, Let us go backward. T have a couple of similar ques-
tions for Ms, Wintringham. Are vou aware of any indications that
the wa  in which peaple use health eare in an ITMO would contribute
to greater health than those who would go for a fee-for-service pro-
gram?

Ms, Wintrivoras, Unfortunately, efforts to document that kind
of change in outcome or change in health status would require a very
expensive, very long—what ave called Tongitudinal studies- —studving
of population over an extended period of time. T am not aware of any
studies that have done that for a senior population.

.
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In fact, the health maintenance organization movement, with the
sole exception of Kaiser and Group IHealth Cooperative and several
other plans, has not been old enough to have cnough data to have
undertaken many longitudinal studies. So, as an alternative, what
you do is look at a proxy; you look at cost. And you make sure that
short-term outcomes do not differ between two systems, There is a
wealth of documented research that shows on both an elderly and non-
elderly population—mostly the latter—that praetice patterns in a
health maintenance organization, particularly prepaid group prac-
tices like Kaiser and Group Health Cooperative do have at least the
same outcomes at significantly reduced cost. And of course the most
recent example of that is the recently published Rand study, which
shows substantial differences in cost of treating people in health main-
tenance organizations, compared to a fee-for-service comnumity, Im-
portantly, the study did carefully adjust to remove any questions
about risk selection, which has not been the case before,

So, short of doing a longitudinal study, we are looking at cost and
equal outcomes,

Senator Evaxs. Is there any indication that people in an HMO
use services to a lesser degree or to a greater degree than those on a
fee-for-service program, with special emphasis now on the clderly?

Ms. WintriNotae. There is less evidence on the elderly because
until this new legislation is put into place, there is not a great involve-
ment of medicare beneficiaries in health maintenance organizations,
again with a few notable exceptions.

There is a great deal of evidence that the actual practice patterns
in health maintenance organizations differ significantly from the fee-
for-service community. The most obvious differences are increased
cmphasis on health promotion an? health prevention, increased use
of outpatient settings instead of institutionalizing individuals, and
decreased lengths of hospital stays.

In the elderly population, if von look at the example of our risk
contract, the cost and use of services on the oufpatient setting are
cqual to or higher than the community, as you would expeet, The cost
and use of services in the hospital is much lower. That is where the
majority of the savings are generated.

Senator Evaxs, Good. Back to Mr. Wagster. You indicate also in
your testimony that regulations have just been released—why they
have taken quite as long as they have, T am not sure, but the period
of pregnancy has been inordinately long for this set of regulations.
But vou say vou have prepared comments on the regulations. Do those
regulations appear to he generallv reasonable now that they have come
out? Are they ones which are going to be inordinately difficult to work
with? Do you have any general feel or comment on the draft regula-
tions?

Mr. Wagsrer. T think we feel that a reasonably @ood job was done,
But T also think that there are aspects of them that are extremely
important to change. We really will not know how workable the regu-
lations will be until we find out how flexible or how accepting the peo-
ple at TIHS are going to be in reviewing the responses to the p_mposnd
regulations that we have prepared.! We have rone into considerable

1 See app. 1, item 1.
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detail in that regard. The changes are very important to us. And we
think our suggestions nre workable, however I suspect the original
author thought what he was putting out was workable. So, T think
time will tell from our standpoint on that.

But it was a reasonably good job. It should have been after 2 years,
1 suppose.

Senator Kvans, You also suggested that they eliminate the current
requirement thiat two new 1110(%(‘:11‘0 members have to be enrolled for
each existing medicare member converted to a risk contract. T am not
quite sure where that came from in the first place.

Mr, Waaster. T think T do. The conversion of an existing member
results in a 95-percent differential payment—that is, 95 percent of the
community fee-for-service cost—rather than what we are now receiv-
ing, which is approximately 80 percent of the community cost, some-
where in that general area.

At any rate, the regulations contain the provision that an HMO
can offer the package to new enrollees as an incentive to get more people
into the IIMO’s medicare plan, but the existing beneficiaries should be
treated the same way they have been. From our standpoint, the full
savings continuing to accrue to the benefit of the Government instead
of partially to the beneficiary, is simply not equitable, There is a cost
aspect here, hut there also is an equity issue. The savings money does
not end up with the HMO; it ends up in increased services and greater
coverage for the beneficiary, But it would be a greater cost to the Gov-
ernment for each of the existing ITMO members converted, from the
(Government’s standpoint.

Senator Evans, It scems to me if T were an existing medicare HMO
member, T would collect a compatriot and together we would both get
out and then reapply as new members.

My, Waaster. The regulations have ficured that out, [Laughter.]

Senator Evans. T figured they probably had.

Mr. Waaster. They say if you drop out of our health plan, for in-
stance, after we have accepted these regulations and are on a risk
basis, that you never can come back as a new member, You come back
as the same non-new-member that you were before,

Senator livans. So, you really end up with two levels of service
availability for IIMO members, or is it just that they all get the same
benefits, but you get two levels of payment?

Mr. Waesrer. T'wo levels of pavment. We offer exactly the same
services for everyone. But the payment levels would be different. Wo
would have obvious administrative problems. And T think your com-
ment is about what we would expeet from our regular members: “This
does not inake any sense to me, How come T do not get. to be treated in
the same way that you are treating new members?” It is o diffienlt
situation,

Senator Kvans, Mr, ITaugan, T am fascinated by your experiences in
Spokane and potential experiences now in other places, You have a
long list of services and benefits at Lilac Plaza, What is the average
cost to a resident?

Mr, ITavcan. Beeause it is low- and moderate-income—and we do
have a ceiling on the amount of money people can come——it is depend-
ent on their income. So, about half the people are low income, and they
would have to pay 28 to 30 pereent. depending on when they moved
in. But the hasic apartment——
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Senator Tvans. T am sorry. Oops, you had better go back. Twenty-
vight to thirty percent of what?

Mr. ILaveax. Of their income.

Senator Evaxs, 1 see. :

AMr. T1avaax. In other words, if they just move in. they pay 30 per-
cent. Tf they have been there before May 1, 1983, then they pay 28
pereent. 1 think it is something like this. It used to be 25 percent. But
hasically it is $145 for the apartment, $100 for the meals: $245, Tf a
person’s income is higher, the maximum he wounld pay would be $325
a month at Lilac Plaza. And that is inclnding one meal a day, no maid
corvice. But we have a complete kitehen. So, if you provide three meals
a day and maid service, you take away their entire independence.
When we started Hohinan Gardens, we could have it any way we
wanted, But we chose to serve one meal a day with the program, and
fhen a cafeteria at noon which is extra. No breakfast. And no maid
service except when they need it. Then they pay extra for it. So, that
way we can keep the cost down,

Senator Kvans. Is ITolman Gardens essentially on the same basis?

Mr. Havcan. Holman Gardens for a single person in a one-bedroom
apartment. would pay %325 a month, ineluding their meal, including
the nurse service, including a garden arca. Tt was in the testimony. So.
we try to provide a complete range of services for everyone.

Senator Ivaxs. Is there == initial fee?

Mr. Havean. At Lilac Plaza we were funded under the section 236
program where we had a long-term loan. So, there is no fee there. At
IIolman Gardens there were no 202 funds available in the Spokane
arod. So. we had to go to an innovative way. and that is the refund-
able deposit where the people pay—well, it is $39,000 for their basic
apartment. but ii is refunded. So, if the person passes away. the heirs

got overything back except 10 percent, Tf there 1s any appreciation in
10 years. they also get 75 percent of the appreciation. So, it is & new
concept, We patterned it after another church group. Maybe this is
not the place in this testimony, but a rooster from a henhouse went
over to the ostrich farm. And he rolled a big egg over underneath the
fonce. e called all the hens around and said. “I just want to show you
what they are doing at other places.” [Laughter. ]

So, that is my premise. I go around and I steal ideas from every
place T can,

Senator Evans. And you ended up with the ostrich or the chicken?
[Laughter.]

Mr, ITaveay. Well, T do not know. Maybe I laid an egg.
[Laughter.)

Qenator Kvaxs. This has all been really very helpful. T appreciate
very much the entive panel, You have contributed a good deal, and
come of the extra material you will send in +ill be very helpful to us.

Mr. ITavaay. Can T just comment ?

Senator Fvaxs. Yes,

Mr. T1ateay. Yon know. vou always forget something, Tn 1978, our
State provided $177 million a biennium for nursing homes, Tn 1982,
that figure had jumped to &34+ million. Tt almost doubled in 4 years.
T am grateful for nursing homes. But T think that we need the alterna-
tive or supplement to it such as we are providing. So, as 8 gardener
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feels good about seeing flowers growing, I feel good about saving
money, taxpayers' money,

Senator livaxs, Good. Thank you very much.

Our next panel will speak from the consumers' perspective, Hilde
Birnbauni, vice president of the Group Iealth Senior Caucus ; Luurie
Jensen, legislative chairman of the Washington State American As-
sociation of Retired Persons; and Dr, Dick Amlar, president of the
Washington State Medieal Association. If those three will come
forward.

We will operate in the same fashion we did before, We will hear
from each of the panel members, and then we will go into questions.

First, Dr. Hilde Birnbaum, vice chair of the Group Health Senior
Cancus, Dy Birnbaum has an extensive record of involvement with
health and long-ternt care issues on a Federal, State, and currently
private level. T have particular pleasure in welcoming Dr. Birnbaum,
as she served on the task foree on catastrophic Liealth eare costs T con-
vened when T was Governor, That was back in 1973, T look forward
to learning about (iroup Health Senior Caucus, how it was formed,
and what it is doing,.

STATEMENT OF HILDE M. BIRNBAUM, PH.D., SEATTLE, WA, VICE

CHAIR, SENIOR CAUCUS OF GROUP HEALTH COOPERATIVE OF
PUGET SOUND

Dr. Birxsauvy. Thank you very much, Senator Evans. My thanks to
vou, Senator Evans, Zor inviting me, and my thanks on behalf of the
Senior Caucus of Group Health Cooperative of Puget Sound.

The Senior Caucus of Puget Sound was formed to represent seniors
ina variety of ways, address their special needs, make them independ-
ent, minimize cost, provide advice to the cooperative on their needs.
We have among our enrollees 28,000—a little more than 28,000—imnedi-
care reeipients. And in our Senior Caucus, 900 of those have partic-
ipated. That is quite a large slice.

We have heen recognized by the board as an interest group with spe-
cial input. And we have been doing two things. We have initiated ac-
tion. and we have served as a sounding board both to management and
the hoard,

We have particularly worked in two areas: cost containment, which
to us also means use containment, and promoted the wellness program.

We have endorsed the risk-sharing program in spite of the fact that
it has deprived us of some services that are nsually available to bene-
ficinries of medicare, We cannot go to the Mayo Clinie just because we
like to consult them. We are limited to the Group TTealth facility, and
if we are out of the avea, we are only covered for urgent and emergency
care.

The Senior Caucus also passed a resolution, which T think was sent
to von earlier in the vear, at their annual meeting in which they toolk
some stands on the cost-cutting of medicare. We would like very much
to ceo that all health eosts be controlled rather than just medicare cost
and that costs not he rolled over to medicare recipients.

1t isregrettable that medicare takes a traditional insurance point of
view and excludes prevention and Lealth promotion costs from its cov-
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erage. It may be interesting to you to note that the only exception to
that rule is the coverage of pneumonia vaccine which was lobbied
through Congress by the Center of Health Care Technology at my in-
sistence. However, the Center of Health Care Technology, which has
been an institution which very often saved some expenses, has been
killed off in the meantime.

Another concern. due to the wording of the medicare and medicaid
statutes and regulations, is a built-in bias in favor of institutionalized
care. And you, Governor Evans, have recognized that. Entry into a
nursing home will make financial support much more likely and better
assured than freestanding care at home, Yet home care should be more
effective and less costly to society. We at Group Health and the Senior
(“aucus work to keep people in their homes, try to give them support,
help them to change life styles, and wish for provisions in medicare
and medicaid legislation recognizing the merits of these activities,

Our wellness program has been a tremendous success. It is now a
pilot program, and the demand for it is tremendous, We are training
volunteers to serve as wellness teachers, and many of the activities
that could take place in retirement homes would be sponsored by that
group,

Medicare and medicaid are not well coordinated at this time. And
support services to partially disabled or temporarily disabled indi-
viduals are generally the first ones to be cut. thus depriving patients
of independence and confining them in nursing homes—in most cases
for the remainder of their lives,

The Group Health Senior Caucus, Group Health management, and
{he board of trustees are united in their effort to keep the senior popu-
lation independent and functioning and to provide a variety o%’sup-
port activities. A Government policy recognizing the validity of this
approach would further improve our patient care, reduce nursing home
use, and would be fiscally sound an({ more humane than the present
status of legislation.

We have no exact figures about nursing home use by Group Health
members since this is not a eovered service. But from the figures that
I have been able to see, it is about between 2 and 3 percent, a little
under 2.5 percent. T would think, of medicare members of Group
Health who are presently in nursing homes. That is a little less than
half the community average, But those figures are not firm figures. The
community is generally estimated at 5to 7 percent,

What we would like to achieve is more flexibility in the pertinent
statutes and regulations. This could lead to a most siecossful partner-
ship between the Federal Governmment agencies, State agencies, and
our own suecessful private organization,

Senator Evans, you asked Ms Wintringham how new medieare
enrollees adjust to the TIMO coverage our organization provides,
Ms, Wintringham mentioned that the consumer representative might
be hetter able to respond to this question. T would therefore like to
add that it is my experience, that new enrollees need some guidanee
in using the sy=tem. Some of them have heen enrolled at Group Health
Cooperative previously through their et “syment, and hence are well
informed and happy to return,
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Others have family members who are enrolled and guide them to
and through the system, Volunteers from the Senior Caucus are also
active in describing options,

Therefore, after a short time of adjustinent, we get much praise
for our ability to aid seniors, for the comprehensiveness of the cover-
age, and last, but certainly not least, for the fact that Group Health
Cooperative’s enrollees are completely free from having to provide
medicare or medicare intermediaries with any paperwork. They also
appreciate that there has to be no anxiety that a physician’s or pro-
vider bill might be fully or partially disallowed. They praise the
peace of mind the HMQ coverage gives them, .

Thank you very much.

Scnator Evaxs, Thank you very much Dr. Birnbaum. Your full
printed statement will be included in the record.

[ The prepared statement of Dr., Birnbaum follows:}

PREPAKED STATEMENT oF HILDE M, BIRNBAUM

My name is Hilde Birnbaum, I am testifylng here as vice chair of the
Senior Caucus of Group ITealth Cooperative of Puget Sound and want to
express my appreciation and the appreciation of the Caucus for being heard.

By profession, I am a consultant on economics and professor emeritus of
economies,

My pertinent experience includes: Service on the board of Group Health
Cooperative of Puget Sound, 1935-60 and 1962-78; presldent of Group Health
Cooperative for four terms; member of the board of Group ITealth Association
of America, 197-79; member of Governor Evans’ Task Force on Catastrophice
Health Care Costs, 1973-75: member, National Counecil ou Health Care Tech-
nology. Washington, DC, 1979-82: member, coverage committee, National Coun-
cil on Ilealth Carve Technology, 1980-82: member, Visiting Cominittee School
of Public Health and Community Medicine Study, 1971 to present.

The purpose of the Sentor Caucus is clearly spelled out in its coustitution
(appendix A). The main points are:

To enable older consumers, as a group, to forimulate and express oplnions
and reconnendations concerning their welfare and health care,

To work toward the attainment of services and facilities that wlll enhance
the health and welfare of older people as well as all other Group Health
consumers.

To encourage older consumers to participate more fully in thelr own health
care,

To minimize medieal costs for older consumers. '

To provide a vehicle through which to channel action or advice on any lIssue
before the Cooperative. (For entire contents, see Appendix A.')

The Caucus ltas an active and participating membership in excess of 000
individuais and more than 28,000 Group Health members age 65 and over are
inerested in its activities, The board of Group Ilealth has officlally recognized
this group as a specinl-interest group. We have focused our intention on needs
specific to rhe older population, In addition to our own initiative we have
actively served as a sounding board for Group Health management and the
board when decisions pertaining to older consumers were contemplated,

In particular, we have initinted work to keep health care for an aging popula-
tion affordable, without putting an undue burden on Group Health Cooperative
a8 an organization or on individnal Cooperative members, For this reason, we
have endorsed the risk-sharing contract, although it deprives us of some choices
which most medicare beneficiaries enjoy, (If in the gerviee aren, we have to use
Group Health facilities and physiciang, ontside the service area we are only cov-
ered for urgent and emergeney eare.) We are proud that Group IHealth can pro-
vide health eare at a cost 25 percent lower than the surrounding community,

1 Retalned {n committee files,

!
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We also believe that we each have an obligation to our own wellness. As a
Cuuens, our activities have centered fn keeping seniors healthy, effective, and
able to take responsibility for their health, Our pilot “wellness program' has not
only been well received, but has resnlted in a tremendous demand for expansion.
It is a direct result of the Senior Caucus request that preventive health promo-
tion and assistance to stay independent are not only healthy for individuals
but also a saving for Group Health Cooperative and on - society.

We are puinfully aware of the fact that medica.re enrollees generally pay their
group health and medicare B dues out of their own pockets and that this means
that comprehensive covernge for a faumily of two seniors amounts to an expense
of about $110 a month, less than other medigap insurance but still a large slice
of average incomes. (See Senior World, May 1984,)

We are concerned that the ever increasing costy, due in large part to increases
In dednetibles and coinsurance nnder medicare legislation, are pricing a number
of enrollees out of the system. This is particularly likely in the case of people in
the twilight zone, too poor to pay these dues and too rich to be eligible for medic-
aid.

At the annnal meeting of the Senior Caucus, March 17, 1984, we passed a resolu-
tion urging Congress to control all health care costs, rather than depriving medi-
care recipients of henefits and rolling the cost over on medicare enrollees, Since
then congressional action has increased deductibles. More such cuts seem to be
contemplated and—in our opinion—will be counterproductive by squeezing in-
dividuals out of the private sector and into medicaid programs, (Appendix B,
Senior Cauens resolution, )

It iy regrettable that medicare takes the traditional insurance point of view
and exclndes prevention and health promotion cost from fts coverage, The only
exception to their rule is the coverage of pnenmonta vaccine lobbied throngh Con-
gress by the Center of Health Care Technology at my insistence,

Another concern due to the wording of medicare and medicaid statutes and
regulations ig the built-in bias in favor of institutionalized care. Entry into a
nursing home witl make finarcial support more likely and better assured than
free-standing care at home ; yet home care should be niore effective and less costly
to society, We at Group Ilealth and the Senior Caucus work to keep people in
their homes, try to give them support, help them to change life styles and wish
for provistons in medicare and medicaid legislation recognizing the merits of
these activities.

Medicare and medicaid are not well coordinated at this time and support serv.
ices to partinlly disabled or temporarily disabled individuals are generally the
first ones to be ent, thus depriving patients of independence and confining them in
nnrsing homes, in most cases for the remuinder of their lives.

The Group Health Senior Caucus, Group Health management, and the board
of trustees are united in their effort to keep the senior population independent
and funetioning and to provide a variety of support activities. A government pol-
ley vecognizing the validity of this approach wonld further Improve our patient
care, reduee nursing home use and wouid be fiscally sound and more humane than
the present status of legislation,

More gexibility in the pertinent statutes and regulations could lead to a most.
successful partnership between the Federal Government agencies, State agencies,
and our own successful private organization.

Appendix B
MEDICARE RESOLUTION

SUBMITTED TO THE ANNUAL MEETING oF TTIE SKENIOR CAUCUS HY THE SENIOR CAUCUS
EXKCUTIVE COMMITTKE, MARCIL 17, 1084

Whercag there are about 28,000 older consnmers in Group Health who are
insured by medicave and who pay monthly premiums to medicare as well as health
cal * dues to Group Health, and

Whereas medicare currently pays for only about 40 pereent of the health care
costs of these Group Health enrollees nnd some 26 mitlion older Amerienns who
have medicare coverage, and

Whercas a number of proposals have been made by President Reagan's Ad-
visory Counecil on Rocinl Recurity and Medieare which, if adopted by Congross,
would resull in even higher out-of-pocket health-care costs for all older Ameri-
eans, wonlib affect adversely or lower the quality of health care and wontd disrupt
the present medicare leatlh-care delivery system,
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Whercas these proposals by the President’s Council would deal only piece-
meat with medicare flnancing problems rather than with the overall issue of
hnw. to contain costs of the entire Nution’s health eare delivery system, and

Whereas these proposals and other proposals belug considered in Congress
wonld in effect attempt to rednce the Kederal Government deficit by placing a
heavier and nufair flnancial burden on the poor and sick elderly, and

Whereas Group Health was one of the inltial supporters of medicare as a
health care underwriter and provider for older Americans, and

Whercas Group Ilealth continues to favor good quality health care for all
Americans, therefore

Be it resoleed that the Senlor Caucus of Group Health Cooperative record its
oppesition to proposals which wovld reduce Lenefits and coverage and increase
costs for Americans now insure. , medlcare, and

Be it further resoleed that the Senior Caucus, on behalf of the 28,000 medicare
enrotlees in Group Health, ask the present members of the Washington State
delegation in Congress, ali Presidential enndidates and all candidates for con-
gressional seats from ur State in the 1984 elections to oppose such proposals,
and instead sponsor and support leglglation to preserve and enhance the quality
of the Nation's health care system and to halt ruuaway health care costs, and

Be it further resolved that this annual meeting call on all enrolled consuters
of Gronp Health to write to thelr Congressman and Senators expressing their
Individual support for the sentiments of this resolution,

Senator Iivans. Next, Laurie Jensen from the Wagshington State
American Association of Retired Persons, She is legislative chair of
the State chapter and a member of the advisory council of the Seattle-
King County Division of Aging, also a member of the Washington
State Senior Lobby Board of Directors, In 1980-81, she served as
Congressman Pritchard’s senior intern and in 1981 was a delegate to
the White House Conference on Aging, I am very happy to have you
in front of the committee,

STATEMENT OF LAURIE JENSEN, SEATTLE, WA, CHAIR, WASH-
INGTON STATE LEGISLATIVE COMMITTEE, AMERICAN ASSOCIA-
TION OF RETIRED PERSONS

Mrs, Jensex. Thank you, Senator Evans, for this opportunity to
share with you the American Association of Retired Persons [AARP]
deep concerns about the alarming escalation of total health care spend-
ing the need to develop on a National scale a strong community-base
conti™w.um of long-term care.

From the clderly’s point of view, a most significant issue in the
field of aging is long-term care. Four trends underline the need for
development of a comprehensive L'TC system: growing aged popula-
tion, increasing life expectancy. chronic disease as a dominant pattern
of illness, and changing family patterns,

Having reached 73.5 years of age. T can speak with immense au-
thority about the elderly consumers’ concerns. We are a diverse group
with diverse needs for accessible, affordable health care delivery sys-
tems. T get pauper paranoia and anxiety attacks when T read the heart-
starter statistics on spiraling health costs. We need quality assurance
and need to be asured there will be more measure of finaneial protece-
tion. The elderly are the most cost-conseions health eare consumers in
thi country. We have to be. We are not insurance insulated, as are
some of the present workers. Fewer and fewer of us are financially
able to retain supplem utal policies heeause of the high cost of in-
surance preminms, The deterioration of medicare’s protection frightens
us, We wish to live in the least restrictive environment, and do not
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want to be institutionalized in dependency fostering settings, Our
plans are for relief from the complexities and confusion of the present
health system,

Unquestionably we have established the need for an LTC system.
Let us address the how's and the who, What level of income shall he
required to become eligible for Government benefits? And we wonld
hope these would be flexible. Who gets access. Who will deliver? Who
will do the sereening and case management? AARP feels that an
evaluation of demonstration projects such as the social/health main-
tenance organizations can provide hard data and ensure final de-
cisions are uniform, Medieal care must be integrated into the overall
care to correct serious gaps in both indepth assessment of patients and
delivery of service,

Social/health maintenance organizations demonstration projects are
just beginning. These are case-managed type systems. Under the S/
HMO—and 1 just realized that as a buzz word that would come out
“shmoe.” [Langhter,]

Under S/ITMO a wide range of services, both medical and social,
would be cenirally accessable to the individuals having serious fune-
tional disabilities and impairments, This is especially important for
the chronieally ill who's medieare coverage is at best minimally sup-
plemented by the se-called medigap insurance policies. Dollars are
strong powerful medicine, So, AARDP supports the TIMO concept
because they are acconntable to their enrollees for the cost, quality,
and availability of services, and they stress appropriate use of a range
of services, They coordinate cave, Less costly alternatives to acute care,
Less intensive, Tess expensive,

ITMO’s also hospitalize about 50 percent less patients. So, thus, if
we are concerned about secondary demand, a type of case-managed
svstem may well allow for expanded benefits to enrollees at no addi-
tional cost to the publie third-party payers, This larger type system
implements the insurance prineiple of spreading the risk over a larger
poput=tion paid for by a combination of enrollee payments.

By . .is time 1 think everyone here will agree old age is not for
sissios, [Laughter.]

Health care cost containment is an overlap in the LTC picture.
We are not secking culprits, but rather solutions. There is enongh
blame to go around, We are all at fault—government, health pro-
viders, and consumers,

Muark Twain said it <o heantifully, that nothing concentrates a
man's mind more wonderfully than knowing he is going to he hanged,
And T feel health eare cost s placing a noose avound our neck.

The AARP legislative program advoeates a national cost-contain-
ment strategy that has four basie objectives:

One. rate of inerease in hospital expenditures should be limited;
and this Timit, onee established, should apply to all third-party payers,

Two, economie incentives that are causing excessive expansion of
conventional medieal facilities should he removed,

Three, government regnlatory programs with a potential to yield
sienifieant savings should be promoted, along with effective meas-
ures to promote healthy competition,

Four, health care serviee delivery should be restruetived away from
acute care institutional settings,

(AL
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Lot ns talk about the family unit, It is an important contributor
of supporting services to the Federal income tax credits which should
he made available, State and IFederal Government should work in
partnership to expand congregate care housing, respite care projects,
reeruit more adult family homes, expand funding for in-home serv-
ices, support home-sharing projects, support adult day care centers,
explore supervised living or sheltered hiving arrangenents,

DRG's—dingnosis related groupings—are felt to be n step in the
right, direction, Caveats, however, include surge of more skilled needs
in nursing homes because of the early discharge of sicker and sicker
patients, As a part of these inefliciencies to be considered in hospitals,
underutilization could be a thrust, step down or swing beds in wings
for reduced care.

The negative spinoff of too early discharge may lead to a second
level of eare, This must be carefully monitored. This prospective pay-
ment method, governing medicare’s payments, can help dampen the
rate of inerease in hospital costs only if it is extended to all third-
party payers, and must be reinforced by a strong quality review
followup.

Jonsumers: as consumers we all have responsibilities. We share
in the intergovernmental relationship witl health providers. We can
reduce health eare costs by becoming prudent patients. Adam, in the
Garden of Fden, asked Eve, “Do you love me?”?

Eve replied, “Who else?” [Laughter.]

We have choices. We can make cost-hased choices, And in my
written testimony I have listed at least 15 ways,

Prevention, let us aceent that, instead of crisis intervention. That
1s good medicine.

(hoose more healthy lifestyles, establish good habits in nutrition,
diet, exercise. Be aware of the so-called avoidable risks: obesity, smok-
ing, aleoholism. With every healtheare dollar spent, 97 cents goes for
treatment. of disease, Only 214 cents for prevention and only a one-half
cent goes for health promotion.

T have statistics that T would request be given to the—these are com-
piled by the AARP—and be given to the Senate Special Aging Com-
mittee,

Senator Evans. Thev will be entered into the record.

Murs, Jensen. Fine. Thank you.

Agirg means not much time left. We older adults can only pray for
a rensonable rate of decline so we mav work as advoeates toward an
affordable, rationnl—not rationed—T.TC! svstem. We are traveling
hopefully with strong. decisive leadership. OQur country was built on
hard. tough decisiong, Our sunset years will have quality. dignity, and
purpose, Working together we can find a potent prescription to cure
our health care dollar disease,

We ean reverse unhealthy health costs and long-term care com-
plexities, sure, Prognosis favorable. We pledge AART’s snpport, and
we will exereige our inflnence in legislation, information dissemination,
and edueation.

And,one more time, thank vou.

Senator Tovans. Thank vou very much. That was splendid testimony.

1 8ep prepared statement of Mra. Jensen,
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[The prepared statement of Mrs. Jensen follows :]

PrEPARED NTATEMENT OF LAURIE JENSEN

rhank you, Mr, Chatirman, for this opportunity to share with you the American
Association of Retired Persons [AARD’] deep concerns about the alarming eseala-
tion of total health care spending and the need to develop on a national scale, a
strong, community based continnum of long-term care services,

My name Is Laurie Jensen, chair for the Washington State Legislative Coni-
mittece of the AARP aund member of their cabinet for region IX. AARP national
membership Is over 17 million and State membership over 200,000, Using the
happy alphabet soup jargon of today, the AARP is RWA——ready, willing, and
able—to work collaboratively with our decisionmaking legislators, provider
groups, universities, business representatives, organizations, hospitaly, nursing
homes and physicians to address the complex problems of long-term cure and
health care cost containment.

From the elderly's point of view, a most significant issue in the field of aging
in long-term care, This includes & coordinated array of social and health services
provided in a variety of settinge, from institutions to private residences. Four
trends underlie the need for development of a comprehensive L'TC system: (1)
Growing aged population; (2) increasing life expectancy for the clderly; (3)
chronie disease as dominant pattern of iliness: and (4) changing famfly patterns,

Having reached 73.5 years of age, I can speak with tmmense authority ahout
the elderly consumers' concerns. We are a diverse group with diverse needs for
necessible, affordable health care delivery services. We are fiercely independent
and my personal goal is to come out even with my mouney. I get pauper pnranoin
and anxiety attacks when 1 read the heart starter statistics on spiraling health
costs, We need quality assurance and need to be assured there will be some
measutre of financinl protection. The elderly are the most cost-couscious health
care consumers in this country, We have to be. Fewer and fewer of us are
fluancially able to retain supplemental policies becanse of the high cost of insur-
ance premiums. The deterforation of medicare's protection frightens us. We wish
to live in the least restrictive environment, and do not want to he institutionalized
in “dependency fostering” settings. And our pMeas are for relief from the com-
plexities and confusion of the present health care systen,

We would like to see incentive grants to health profession schools to en-
courage training and curriculum development in geriatries. (Perhaps snbsidize
teaining of those health professionals who agree to work in medically under-
served areas.) We hope physicians would be encouraged to hecome more sensi-
tized to the needs of the chronieally ill, and in their regulations toward quality
care they would weed out negligent providers by license suspension or revoca-
tion and thereby reduce malpractice judgments and preniums, Also, Lring thelr
fees in line with what we can afford, We would like to see hasic professional
fee schedules for doctors and laboratories standardized. At present, there is a
wide variation for trenting and testing similar conditions.

Unquestionably we have established the need for an L'TC system that encour-
ages the linkage and coordination of n.anagement of services within the com-
munity. providing not just institutional eare, but a complete continunm of sery
jees, including horme-based and community-based services, Let's address the “how”
and “who" What levol of income shall be required to become eligible for govern-
ment heneflts? (We elderly are willing to swallow some bitter medieation—cuts,
copayments, ete -hut feel an equal dosage—sharing of the hurden should he
preseribed for all providers,)

Who will deliver? Who will do the sereening and case management? AARP
fecls evalnation of demonstration projects, such as social/health maintenance
organizations or cage managed systems can provide hard data and eusure final
decisions are uniform. Medical care must be integrated into the overall care to
correct serfous gaps in both in depth assessment of patients and delivery of
service,

Social/health niaintenance organization demonstration projects are just hegin-
ning  case-managed systems, Under the S/7HMO, a wide range of services, hoth
medical and social, wonld be centrally aceessible to individuals having serious
functional impairments. (lspecially important for the chronically 111 whose
medicare covernge is, at best, ininimally supplemented by privately arranged
“medi-gnp” insurance policies.)) Dollitrs are strong medicine and these case-
wunaged type programs are cost conscions. Linrollees pay a fixed premium in ad-
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vance—no large dednetibles or coprvments are charged patient. Tn addition to
primary ease and speelnlty medleal eare, these centers offer laboratory, x-ray,
pharmacy. hospital eare, and health education—practice preventive medicine.
The AARP supports the HMO concept because they are aceountable to their en-
rollees for the cost, quality and availability of services, and they stress approp-
riate use of a range of services., They coordinate care, less costly alternatives to
acute care, less intensive, less expensive,

The S/IIMO case-managed programs, are intended to correct the problems of
access (cansed by fragmentation of services) and will agsure an appropriate mix
of serviees throngh the ereation of an organized delivery system and financing
plan that maximizes both provider flexibility and aceountability. Thus, if we are
concerned abont secondary demand, a type of case-managed system may very well
allow for expanded benefits to enrollees at no additional costs to the publie
third-party payers. This larger type system implements the insursnce principle
of yprending the risk over a larger population paid for by a combination of en-
rollee payments,

By this time I think yon will agree—old age isi't for sissies.

Health care cost containment is an overlap in the LTC picture. We are not
seeking culprits, but rather solutions, Heaven knows there i8 enough blame to go
aronnd, We are all at fault—government, hospitals, physicians, health providers,
and consumers,

The AARI legislative program advoeates a national cost containment strategy
that has four basic objectives:

1) Rate of inervease in hospital expenditures should be limited to a fixed per-
centage rate that is reasonably in line with general inflation rate; and this limit,
oneo established, should apply to all third-party payments to hospital, Also,
restrictions on increase in physician fees must be imposed—bring incomes into
line with that of nonmedical professionals.

(2) Keonome fncentives that are cansing excessive expansion of conventional
medicai tueilities should be removed, for example, by imposing limits on deprecia-
tion dednctions when hospitals/nursing homes are sold.

(3) Government regulatory programs with the potential to yield significant
savings should be promoted aiong with effective measures to promote competition
in the health care industry.

(4) Iealth care service delivery should be restructured away from acute eare
institutional settings, with greater emphasis placed on community and home-
based services and be inade more responsive to consumer needs.

ALTERNATIVES

The family unit ix an important contributor of supporting services and Federal
income tax credits should be made available to provide taxpayers with incentlves
to care for their dependent elderly at home and we shouid fund and expand
respite care. State and Federai gover:ments should work in partnership to ex-
pand congregate care honsing; recruit more adult family homes ; expand funding
for in-home services; support home sharing projects ; and support adult day care
centers.

Legislation must be passed to put the brakes on out-of-control urthiealthy health
care costs, Today. older persons are paying as mueh in out-of-pocket costs (15
prercent piug) as before the implementation of medicare. The root cause of the
health care cost crisis Is the structure of the henlth care system itself. It pro-
motes inflation, It rewards doctors and hospitals with more and more income
for providing more and more care (whether needed or not) ; expansion and
more costly equnipment (whether needed or not) : inefficiency and waste are not
penniized so reasonable, realistic limits must be legislated.

DRG's are felt to be a step in the right direction (prospectlve payments as
opposed to fee-for-service). Too early to assess, however, Caveats include surge
of nore skilled needs in nnrsing homes beecause of early discharge of sicker and
sleker patients, (As a part of the inefliciencies to be considered in hospltals—
underatilization could he a thrust. Step down or swing heds in wings for re-
duced care (and less expensive), Research inneeessary dupliention of facilities
existing in hospital sector as these shonid be consoiidated and shared.) The
negative spinoff of too carly discharge, then costly reentry, may lead to gecond
level of care. These must be carefully monitored, Note: This prospective pay-
ment method governing medicare's pnyments to hospitals ean help dampen the
rate of fuerease in hospital costs only if it is extended to all third-party payers,
and must be reinforced by a strong quality review component,
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With the nursing home industry and hospital's attack of ‘‘acquisition fever,”
legislation must be pussed to prohibit or limit hospitals and nursing homes from
revolving or “stepping up” value of their properties to reflect purchase price at
the time of sale or merger 80 they can then use the higher basis on'which to de-
preciate the asset and these subsidies (allowance for depreciation and interest
at higher value) directly increase medicare's payments for capital costs.

CONBUMERS

As consumers we have responsibllities. We share in the intergovernmental re-
lationship with health providers. We can reduce health care costs by becoming
prudent patients. As smart consumers we can nake cost-based chelces. For in-
stance : We can seek second opinion when surgery is suggested ; inquire about
same day or outpatient surgery; ask doctors regarding fees and whether he/she
accepts medicare assignment ; avoid entering hospital on weekend ; make certain
tests to be done in hospital have not already been performed; use emergency
room of hospital only when a true emergency exists; inquire about emergicenters
in the community ; use generlc drugs when possible; check into use of HMO's or
PPO's (prepaid discount programs) for cost savings; make greater use of am-
bulatory clinics ; check outpatient rehab units; use gerlatric nurse practitioners;
be educated regarding home health services available; and do comparative
shopping for eyeglasses, hearing alds, etc. AAR? pledge to increase availabllity
of their brochures and publications re consumer information.

PREVENTION INSTEAD OF CRISIS INTERVENTION

That's good medicine. Choose more healthful 1ifestyles—establish good habits
in nutvition, diet, exercise; be aware of avoidable risks (obesity, smoking,
alcoholism) ; attend stress management and stress eontrol classes, etc.

Industry is concerned nbout the dramatic increase in cost of health care benflts
for their employees. (Workers have a stake here also as they are facing possible
cutbacks in thelr health insurance coverage.)

Insurance companies are alarmed about spiraling premiums, and looking for
alternatives to costly and inappropriate health care services. Since 1975, private
health insurance premiums have increased 130 percent. We must track needs,
not demands.

AARP urges Federal and State anthorities to cooperate and develop and im-
plement a comprehensive and coordinating pian to detect and prosecute medicare
and medicaid provider frand,

Medical technology needs a council to establish restrnints and evaluation and
this assessment should be included under authority of National Center for
llealth Service.

My organization has compiled statisties and we reguest that these be shared
with tiie Senate Speciol Committee on Aging.

Aging means not much time left. We older adults can only pray for a reason-
able rate of decline so that we may work as advoeates toward an affordable,
rational {(not rationed) I7TC system. We feel what we gain, what we protect
now will be our young citizens' inheritance.

We are traveling hopefully and with strong, decisive leadership (our country
was built on hard, tough decisions) our sunset years will have quality, dignity,
and purpose.

Working together we can find a potent prescription to cure our health care
dollar disease.

I'rognosis favorable,

We pledge AARP support and will exercise our influence in legislation, infor-
mation dissemination, and eduention,

One more time, thank you,




Who Pays for Older Persons’ Health Care?

1982 |
36%
Private. 45%
Payment Medicare
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Growth In Per Caplta Elderly Consumer
Payments for Health Care
1977 — 1984

)
]: TC Source lHedllh Care Finuncing Adminishallon, American Associalion of Relited Petsons
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ANNUAL HEALTH CARE PAYMENTS

.MADE BY THE AGED
Per Aged Payments as a
Parson Percent of income
1966 (Pre-Medicare) $300 15%
1977 $698 12%
1981 $1198 14%
1984 $1550 15%
1989 $2208 16%
1993 $2892 17%
$4637

Soutce Heailh Cara Fihancing Adminlsitalion, Amercun Associalion of Rellied Patsons
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Potential Impact on Elderly If Medicare Deficit
Is Shifted to Hosplitalized Beneficiaries

‘Based on Trustees’ Allernative II-B assumpt.ons.

E MC ‘Mean pet caplto figure Including oul-of-pocket costs plus pt - nlum paymenls,

“

Sources Roberl Mywrs Mematandum, Septémber 23. 1983. Thomas C Borzlllerl Memorandum, November 4. 108)

Detined here as Part A Deduchible and Part A Colnsurance (excudes physiclan services provided In hospilol).

1983 1995 1995
Current Projections Based on Projections Based on
Current Law Shift of Deficit
to Hospitalized
Beneficlaries
Cost of Average
Hospltal Stay 7 $304 + 0 $800 + 0 $800 + $4300
Total Eiderly
Consumer Payments $4455 $3310 $7640
for Health Care*:
Per Cent
of Income: 14.5% 17% 40%
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COSTS OF UNHEALTHY LIFESTYLES

e $19 billion
in lost workdays
due to
alcoholism

Wetlnoss 31 Work,
Gunningham, 1982

o $4,611 in costs to
an employer for
each smoking
employee
in medical costs,
absenteeism
and decreased
production

(R
“Smoking: A Challunge lo

Worksite Heallth Management."

Klelhaber and Goldbeck, 1981

* 30 million
workdays and
$2 billion in lost
earnings
in 1980 due to
hypertensive
diseases

ﬁ

Nalional Heal, Blood
and Lung Institule
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HEALTH PROMOTION:
AN IGNORED PRIORITY

For every health care dollar:

»
"Mr.n . T.:i""
f"— T.\
p 5
] | ]

97¢
goes for
treatment

0.5«‘.f \ 2.5¢
goes for goes for
health disease
promotion prevention

Source. “A National Health Care Stralagy”, Vol. 4.
Sehner! and Yillotson, National Chamber Foundation, 1878,




Scnator Evans, Our final scheduled witness is Dr. Dick Ambur,

president of the Washington State Medieal Association. He has been
a member of the board of trustees of that organization for the past
10 years, and he has been very active with several civic and State
assoclations dealing with health and long-term cost care containment.

Dr. Ambur.

STATEMENT OF DR. RICHARD F. AMBUR, SEATTLE, WA,
PRESIDENT, WASHINGTON STATE MEDICAL ASSOCIATION

Dr. Aupor. Thank you, Senator Evans. When you are the last one
on the panel, you think that maybe somebody is going to sa every-
thing you have had to say or plan to say and there is nothing left,
or you get, a lot of food for thought so that you can talk back. One
thing I am very happy about is for once in my life T am now listed
on the consumer side instead of the provider side. So, I am now a
consumer representative. My mother will be thrilled about that.
[ Laughter.)

Senator Evans. There is hardly a physician alive that at one time
or another does not become a consumer of your own services.

Dr. Ampur. Right. In our written testimony we have submitted a
paper which deseribes the projected increase in the number and the
particular needs of the elderly during the next several deeades, We
have supplied this information to all of our physicians—actually
throughout the country, not just throughout our State—so that they
will be more aware of the problems that we are facing and the key
issues in the delivery and the financing of care for the aged.

I would like to just address in the oral remarks a couple of ques-
tions that you asked in your letter to our association and then perhaps
answer some of them. I am sitting in sort of a dilemma here. As the
president of the association, 1 represent all of the physicians in the
State. And sometimes as a fee-for-service practitioner, I represent
the fee-for-service as opposed to the closed panel model. So, I have
to be a little bit careful in my official remarks.

The changing nature of the elderly’s demands or needs, rather, is
that they are living longer, as has been mentioned here on several
oceasions, And, as vou live longer, the machine begins to break down
and you do need more repairs. And that gets to be expensive. As we
all know. you can buy a new car sometimes for a lot less than vou
can replace all the parts of the old one. While the hady is much better
at repairing itself, sometimes the parts get to be expensive in
replacing them.

T think thot the physician population will be able to meet without
any great deal of difficulty the acnte eare medieal needs of chronie ill-
ness for the elderly. T do not see that that will be n great problem as far
as numbers of physicians into the next eentury, as a matter of fact.

As far as adapting to the changing nature, we are a serviee profes-
sion an-lhave a history of being able to adapt to what the patients need
and re.re. And we will meet that without any particular diffienlty.

When speaking of models to treat the ehronieally i1l, T think in our
State we have shown, at least on the acute side of this problem. that
hetween the closed panel models that have developed a very efficient
system and even the fee-for-service, which has the burean system,
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which is basically an FIMO since it is ¢ capitation payment, we have
shown in this State that we ean meet t..¢ needs of people and at an
eflicient cost-etfective level, 1 think we will be able to do that, if given
the opportunity to work with you in the long-term eare.

So, I would try to keep away from one speeific model as being the
best model and rather retain some flexibility, as I think I have heard
most of the speakers mention here today.

I think as far as an incentive for the physicians to go along with
this, that the flexibility would be the greatest incentive, Qur concern
usually—with the elderly and the people with long-term illness—is,
what happens to them after we have taken care of the immediate acute
problem so that they do not have to come back to us?

We are one of those few groups that try to keep people away from
us, and most people like to have you come back and get more and more
business, But we do try to get you well so you do not have to come
back and see us.

But what happens after you have broken your hip or have a heart
attack or something of that nature? This is the dilemma that we run
fato in the hospitals now, but T think in our State we are beginning to
malke some inroads in that problem. Most hospitals do have now social
sorviee coordinators who find out what is available in the community,
what there is in the way of help for people, so that if possible you can
keep them out of the strietly institutionalized setting,

From the perspective of somebody who has been practicing for over
20 years, most of my elderly patients ave coneerned primarily about
hecoming a burden either to their family specifically or to society in
general. and concernedd that if they are going tolive fora while longer,
they do not want to live stuck in a little 2-hy-1 cubicle and not be able
to enjoy themselves, espeeially if they have enough capacity left that
all they need is a little bit of help. T have lots of people who could go
home i f somebody wounld just come and cheek up on them now and then
or somebody could do the shopping or do the chores that they cannot
quite handle, This ix the flexibility that most physicians would like to
<ee in the system for taking care of long-term illness, We cannot handle
that. We have enongh to do with the acute care illness problems, but
we will be happy to work and give our thoughts and suggestions as
to a colution to it, Thank vou.

Senator Fvaxs, Thank you very much,

[The prepared statement of Dr. Ambur follows :

PrEPARED STATEMBNT oF DR. Ricirarp F. AMBDUR

The medical profession weleomes the further development of the partnership
for lone-term enre that now exists in hoth the private and government sectors
in the Ntate of Washington. Tmprovement, eneonragement and innovative change
are needed and this hearing enn contribute to this end,

We are <uhmitting for the veeord a paper which deseribes the projected in-
eeaxe in the nnmber and partienle needs of the elderly during the next several
decades. Thiw inform:tion hag heen widely efrculated within the medieal profes-
gion to provide physicians with an nnderstanding of the key issues and develop-
ments in the delivery and finaneing of eare for the aced in order that doctors
will he hetfer able to recpond to the changing onvironment deseribed,

Wo are aleo suhmirting o paper which outlnes the netivities of the joint task

foree of the Ameriean Nurses Associntion ~ Amerienn Medienl Assoelation
on Health Cave for the Aging and the Agec o it ix esxentinl that nttentton
be paid to th gey role of the rurang profes - ng-term eare, Tn this regard,

we refer you to a 1080 joint projeet of the Washington State Nurses Assoclation

%
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niud the Washington Stute Medieal Association, entitled “Colatorative Practice
in the Nursing Howe Retting,” Kathie Moritis, RN MN,, prineipal Investigator,

Excoellent aente eave for the elderly is available bnt it is obvions economie bar-
riers to ohtaining care exist, These are being addressed tnmany ways and more
needs to be doue. But the chronically i1, the terminally ill, and those who require
a very long time to recover from major acnte care experiences present different
problems, There is n need for o Federnl-State-private partnership effort to look
carefntly at ways existing government programs deal with many chronie condl-
tions, ‘These programs need to be restricetured to better meet the needs of our
older citizens both from the vlewpoint of care ansg treatment methods and pro-
wram eligibility,

Thix brinzs me to comment on what doeters are hearing from their older
pationts regarding their needs and wants, Titne does not permit detatled disens-
sinn ol this most important subject, hut to g neralize, pliysiciuns today are sceing
i wreat deal of change (nke place in tle vlderly persons’ demands for health
serviees, 'ntting acnte eare aside, physicians tind their elderly patients concerned
about possible ehironie disease, econcerned abont a debilitating aging process and
possible terminal illhiess and the care needed for these, Doctors also hear their
patients waming to have their own doetor, and the freedom to go to another
doctor it they feel a change will he move help to them in regaining sood health,
As mentioned earlier, physicians hear trom their patients abont their economie
eoncerus beigg n burden to their ehildren, nmiud a tfeeling they are viethmg of an
intlntion that eats away their iixed incomes, Physicians- - and other health pro-
fess.onals- -find it ditlienlt to deal with the admirable determination and hope
meatifested by muny elderly people tha- they will be well and feel good angain,
partienlarly in those sitnations where nil indications nre to the contrary. These
attitudes, needs, aud demands on the part of many elderly patients, wlen com-
bined with the total and global problems contiected with long-term eare, ery out
for action in developing a comprehensive seiencee angd art of geriatries, This is a
need that should be taken on a FMederal-State-private effort, right here in the
State of Washington,

All health professionuls, and among physicians, family doctors and internists,
need continuing edueation in gerintrie medicine,

There was an upsurge of interest in geeiatries but this got lost in subsequent
yeurs s other health and medieal targets were seleeted. Bt there is o new
direction being taken. Liere in the State, we have one of the first and probably
the est of iupovative geriatrie teaching and research centers, It is located at
Harborview Hospital muder the anspices of the University of Wiishington Sehool
of Medicine, Thes is o multidiseipline approaeh and its program will p, vide
a uew and impormant gerintries component in the medieal sehool enrriculum .ond
fitnee physicinns will be prepared to be effective in long-term eare, Bot more
than this is needed. That gerintrie center can produce continuing edneation
and consnltations to physiciaps and other health professionals who are practicing
now bt only it that prozeam continwes, Here is where the health insnrance
industry, health prefessionals, State government, Federal Government, and
clderly citizens ean join in a partnership to make sure the Harborview Geriatrice
Center survives and thrives, Thisx neans the DRG system of medicare payment
for hospital serviees at that teaching and researeh hospital will have to receive
special attention from the State Hospital Commission, third-party payers, med-
feare and medienid. An gaitintive is needed to assure the coulinnation of our
goeriatrie conter aud others that have started up in other pnrts of the eountry
all of which are threatened with oxtinetion in the enrrent cost rednetion treend,
Withont a basie seivnee and art of geviatries problems in long-term eare will
mommt rewaedloss of delivery system experiments.

It is important to stress (hat geriatrie training and research centers deal
with all Kinds of health practitioners, admtinistrators, and the elderly them-
selves, Investinent in them today will result in great strides toward a fuature
lone-terin eare system that all of us want, Doctors, nurses, and other health
professionals will be enthuosiastie abont o basie seience and art of gerigtries
that can come to them from sich conters, The gnestion has been asked whether
the growth in yhe elderly popnlation will reguire more doctors, 16 will be impor-
Cint to continne health persopmel stadies to assnre g supply adeguate for bhoth
acite and long terin eare. Bat the geriatvie researeh and training eenters, if
assured eontinuation, witl provide physiciat- and other health professionals
being able o adapt to the needs of the chimging population in an effective amd
mlicient manner,
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The question has been asked whether there is a preferred model for treating
the chrondeally il The evidenee ns contained in the lilerature on the subjeet
tells uxowoe <imply don't know bt that we nimst (ey to find ont, We have stated
that all alternative tinanecing and delivery systots fur providing long-tern eare
stould be tried and shoukd compete in the palitical and the consnmer macket-
place. These inelnde cost-sharing and eatastrophie health insurnuce coverage:
life eare communitios: fine tnning of one wmjority system of physician-nnesing-
hospital-nnrsing home serviees; social health maintennnee organizatious:; -
wraded nnesing homes ; visiting nnese services: hospices: and ciiore services,
However, without a new and improved <cience and art of geriatries worthy of
that name we are Tkely to be puiting a series of bandaids on the provision of
fong-term eare without getting at the roats of the sitution. Energy needs to
be unloosed in the Tong-terin carve tield. An emphasis on the avl and science of
gerintries ix an important step in splitting the long term eare aton,

A dinnl conmmnent. Wo see no ultimate improvenment in long-term eave it the
ciurrent reaction or over reaction to health care cost visos continmies, The cost
rixe eurve probably alveady has heen altered due to all of (he crphasis on cost
containment in recent yeurs, Are we sure we have onr prioritios right? With
the cost of tobaceo, aleohol, and entertaiment reported ax equaling 235 percent
of the gross national product woukl it he rational to expeet health eare expendi-
turer to equal for 18 to 20 pereent of the (iN]'Y?

Excerpt from Reports of AMA Aununl Meeting, June 1983

TIEALTT CARE FOR THE NGING ANDTTE AGED: AMAANN TASK FORCE RTUDY AND
OTuer AMA Acrivivies

I'URI'OSE

The purposes of this report ave to roaflirm the AMA'S commitmeat (o addross
medical and other health eare of the aged, (o report on the recommendations of
the AMA ANA fask foree, and to deseribe AMN initiatives in this aveg, This re-
nort i offored for information,

INTRODUCTION

Muedieal aud other health eare of the aged present a major challenge for the
wedical profession, The issues surrounding tho provision of medieal and other
chre to this sezment ol onr popilation are multifaceted, encompissing many
ditlicnlt questions eoncerning science, ethies, and qnaliiy of and aceess to eare,
The challenge mud the issnes can be expeeted to grow in proportion to the growtl
ol the pged population  a population that inereases more rapidly than the popu-
lation ax a whoele. For example, in the next 50 years, the tofal poplation is ex-
preted to inerense by 0 pereent, However, the popmlntion over 63 yvears of gwe
will more than double in that same period of time, and the population over 75
s expected to more e (riple, A< the proportion of older people in the popula-
tion inereases, the regnirements for acite aml long-tern care will inerease,

The neods for care of and services to the aeed often go beyond the purview
of the health eare professional. However, the medieal profession will be doeply
imvolved with wmany of the emerging hiealth care issues resnlting from the pro-
Jeetedd fnerease in the nnmbers of aged. and in the subsequent demands placed
on all aspects of the provision of wedieal and other services, The AMA is lnving
the fonndation to address these needs through the initiantion of several projeets,
and theonsh pavticipation inoa joint Amerienn Medieal Assoeition Aerican
Nurses” Associution task foree,

AMA-ANA TASK IFORCE

A recent cooporative offart of the Ameriean Medical Association with the
Aperican Nurses” Cossacintion foeused on the speciie probilems of chronie jlness
i elderly peoples T Mareeh 1951 an ANMA-ANA deadership gronp convened (o
disenss patiomal health issuex of wntual concern, The gronp identified ns an
iaie ol prinsiey importanee the agent need tooingeove care for the good
chromieally i1 joint AMA ANA sk Foree to Addvess the Tmprovement of
Leadtte Care of the Aged Chroniealty TH wax appointed in Jannary 1982 The
task force was composed of four physicinns ond fone nurses appointed by the
AMA and ANA vespectively, on the basix of their expertise in caring for people
who are elderly and chronically ill.
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In cnrly 1983, the AMNA ANA leadeeship group, and subseqnently the AVMA nnd
ANA boards of trastees, approved the recommendations developed by the task
foree, The recommendations are <et forth in addendum A to this veport. 'T'he
thrust of the recompuendations was to fmprove the health eare of the aged
chronieally ill in terms of aceess nnd (nality, To accomplish thls, the task force
recomitetcdntions foense on learning more ahout how henlth eare is being de-
livered to the aged ehronieally ill, investigating better alternatives, where neces.
sary, snud nsing the heatth cave professional team to its fallest advantage and
potential.

Specifieally, the Task Foree recommended :

-—8tudies of new means to provide health care for the aged.

—Development and evaluation of alternative maodels of eare,

—Development of public poliey with respeet to the eare of the elderly, hased
on the best evidence nvailable at the time; and

—Muaintenanee of the AMMA-ANN linison on health Issues concerning the aged
through an identifinble unit in each organization.

AMA DIRECTIONS

Crirrent AMA netivities, related to the aged are diveeted toward gathering
and analyzing information, These activities cover such topics ag disability among
the aged, hospice eare, the physiology of aging, aud the nutritionnl stutus of the
aged,

AMA activities currently in the planning stages focus on cooperative efforts
with other health organizations interested in providing health care to the aged.
These activitiod may inchide conferences and fermal and informal laisons with
other uational organizations, Other plaus include studies of the effects of retire-
ment on the aged, development of an aging “model,” avd fnvestigation of alterna-
{ive mechauisms to provide and to fiuance health eare fov the aged.

The board will make regalar progress reports to the House on these and other
AMA activities relating to the health and health care of the aged,

ACTION OF THE BOARD

In April 1983, the AMA hoard of trustees commended the members of the
AMMA-ANA task foree for a thoughtful report, The hoard also approved the task
force recommendations, and looks forward to their integration into the AMA
poliey activities in this report, aimed at improving the health and health care
of the aged,

AbENDUM A - Major RECOMMENDATIONS o THE AMA-ANA Task TForce 7To
ADDRESS ThE IMPROVEMENT oF IIvALTID CARE OF THE AGED CHRONICALLY ILL

1. That AMA and ANA jointly contact the National Institute on Aging of the
National Institutes of Health to recommend funding the analysis of extensive
research efforts on new health earve systems for the aged. This analysis could be
conducted most completely by suech a body as the Institute of Medieine of the
National Aeademy of Scienees.

2, That AMN and ANA fund the writing of a major reseaich proposal to test
other models of ewee, partienlarly as they Involve cooperative physician/nurse
relationshipg in eommunity-hased alternatives,

3o That AMA and ANN utilize their public relations eapabilities to plead for
time in the political arena  to retard the evratie forees which deny the selentifle
approach of study, analysis, experimentation and evaluation of loug-term care
models,

1 That the respective boards of AMA and ANN cousider ways in which their
organizations can develop the foeal eapuaeity to n ldress the crueial health ecare
issnes of concern to the aged, Appropriante strnetnres of the two assoeiations
should be mandated to maimtain an active and ongoing relntionship with each
other in their work to improve the quality of health eave for the older Awericans.

Senator Fvass, Let us go baek to Drey Birnbawm, T think T have been
strvek all through the testunony this morning and certainly through
the testimony of these Tast three witnesses with this puzzling, diflicult
tough question we are all going to have to fuce, and that s how we
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provide adequate medieal eare, responsible medical care, within a cost
we can really atford,

You zay: We at Group Health in the Senior Cauens work to keep
people in their homes, try to give them support, help them to change
lifestyles, and wish for provisions in medicare and medicaid legisla-
tion to make these activities more affordable and more successtul.

Can you provide for the committee some speeifie suggestions as to
what provisions would he helpful to accomplish these gouls?

Dr. Biexnavar 1 touched on one of them, which is moroe cmphasis on
prevention and health promotion, health edueation, which is provided
under Group Health coverage, to some extent, but is provided under
the Group Health dues, not refundable by medicare or medienid. In
particnlar the so-called medigap insurance that nobody quite men-
tioned—and we are doing quite well on this. But a faniily of two, €5
or older, pays our medicare dues, whieh are ¢lose to $40 a person, plus
$30 to medicare B, which means that the family has an outlay of $110.
And that is cheap, if you look at other medigap insurances in the
marketplace. And if preventive care were covered by medicare, we
would have a muceh better handle on getting people into the prevention
programs which we provide, And in the community, if prevention was
part of the covered service, people would avail themselves of it.

As my neighbor here said, it 1s much cheaper to pay for prevention
than for acute illness,

Senator vans, Perhaps we would have to ask this question of some
of the leaders of either the health maintenance organizations or some-
one in the cost research field, but have you any ideas at all as to what
extra cost might be involved in payment by medicare for a fairly sub-
stantial or comprehensive prevention system? How mnch might that
e to the $110 a month this average family would pay?

Dr. Birnsava T medieare paid for it, in the short run, there may be
an addition to cost, But in the long run, keeping people het.'thier would
make it cheaper, For instanee, the pneumonis vaceine that f mentioned
hefore keeps people out of hospitals, Tt costs $4.50 and it is good for 6
vears. A hospital today costs $350 or a little more.

So. prevention in the long run is cost saving, Tn the short run it may
be an add-on. But yon do not know exactly how many people vou
really keep out of the hospital with pneumonia, although it is known
that ceniors have pnenmonia quite often,

Senator Fvaxs. Tt seems to me, from what T said in my opening re-
marks. that perhaps now is an urgent time to get at this question of
long-term cost rednetion throngh keeping ])00\)10 healthier heenuse, for
the next 10 or 12 years. we are not going to have a rapid inercase in
the number of people over 65 but after that. it is going to come pretty
fast. And we had hetter he ready, and we had better have the kinds of
systems that will do the joh, Or we literally are going to be bankrupt
not just in the medieal systep, but as the Federal Government. There
are ominons signs nhead, unless we are able to do a smarter job than
we have been able to doup tonow,

Mre Jengen, voun say that in yonr AART legislative program that
one of the elements was Government regnlatory programs with po-
tentinl to vield signifieant savings <honld he promoted along with
cifective measures to promote competition in the health eare industry,
('an you provide for us some of the proposed regulatory programs
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that might be promoted? Does the organization have some specific
suggeestions along that Tine that would be helpful for the committee ?

MursoJensen, think along that line are wellness, prevention, and we
think the Government should take a greater role in that. We think
private industry has a responsibility here to promote health mainte-
nance, And we think that all of us should work together along those
lines, It is vather a smuple thing, but it certamnly has a broad
perspeetive,

Senator Ivans. Maybe we should finance a wellness program
through an extra tax on tobaceo and aleohol.

Murs, JenseN, They are avoidable risks, 1 agree,

Senutor Evaxs. It might be a good idea. You also mentioned the
proposal of Federal income tax credits for people staying within the
fanl ad within the family home, Do you have or does the organiza-
tion h...e some suggestion as to what level of income tax credit might
be required or appropriate to make that not only a good incentive,
but to make it something that would work effectively ?

Mrs. Jensex. 1 am sorry to suy I do not have any figures, I know
that in Sweden they call this type of care given a treatment unit, and
they allow moneys for it—maybe that is something we could use
comparable figures with, I know also that family sometimes gets what
we call burnout, and we feel that something along these lines would
help stall that, They would not feel so overburdened. Respite cuare is
another thing in here that we think is important, o

L will try to get for you some figures along the line of ‘what might
be a reasonable, measurable income tax credit,

Senator Evass, It would be helpful, beeanse this is an idea T know
has surfaced several times, and it should be pursued. You mentioned
burnout, and L am sure that that isa problem., 1f a family had the oxtra
benefit of an income tax credit that would result in that much more
in the way of resources for the family, it would allow even some intoer-
mittent or relief care while that person is in the home, and it might
be just the difference that would be very helpful,

One thing you mentioned which T know has been the subjeet of pro-
posed legislation in the State of Washington—I suspeet it has in other
States and may well be the subject of national legislation, although
I have not been around long enough to he aware of it—is the acquisi-
tion fever of nursing homes and hospitals and the revolving nature
of ownership of some of these with an inereasing cost hasis and result-
g higher depreciation costs, What speeifie suggestions would AARP
have with that problem?

Mrs. TenseN, We think that legislation shonld he passed to prohibit
or limit them from this revolving or stepping up the value of their
properties to vefleet the purchase price, They get subsidies from the
Government allowanee for depreciation and interest at higher value,
And this direetly increases medieare payments for capital cost, So, I
think there ¢honld be certainly oversight on this partienlar acquisi-
tion fover, ns it has heen named,

Senator Evaxs, Of course, that happens with the sale of almost any
piece of property. A building may have been built for a cortain price,
It is sold later for fonr times the initial price come years afterwards,
and it sets a new depreeiation sehedule which resnlts in inereased
rentais or benefits for the owners, Your suggestion is to seloet hospitals
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and nursing homes ont of that general authorization for stepping up
of value?

Murs. JexseN, T think vais definitely should be looked into. America’s -
health cost industry is now No. 1. It used to b oil wells and then com-
puters, and now it is the high-profit industry. And I think we have to
look toward this, and I think that is a thrust we could make, we mean-
ing Government,

Senator Evaxs, Let me turn to Dr. Ambur with something that came
ont of Mrs. Jensen's testimony. Ourv system essentially rewards phy-
sicians, hospitals, health eare providers with higher utilization in the
form of more reimbursement. Do we need a change in that funda-
mental system which we have had for so long? Is there a real incentive
to contum costs? You mentioned that physicians are in business to
get patients well. I am sure that is true, and we all hope that that is
the end result when we go to a physician. I anmnot sure that physicians
have an opportunity to get as deeply involved in the preventative or
the wellness kinds of services that should occur before anyone goes to
a physician for a particular illness or problem. What about this idea
that the health care cost crisis is the structure of the health eare sys-
ten itself. As the testimony poiats out, this system promotes inflntion.
It rewards doctors and hospitals with more and more income for
providing more and more care,

Dr. Assur. T would say to a certain extent, the problem is not
exactly the system, but it is in how 1t is paid for, The complete and
total payment of costs up front eneourages one to use the system to
its maxtmum. And T have never been a heliever in the 100-percent
prepaid health enre system unless you have a very well controlled lock-
in moadel. And T notice the Group Iealth’s testimony mentions the
lock-in: the patients mmst receive their care from that one source.
Otherwise T think both physicians and the patients must have some
consideration and sit down and talk about the costs and what they are
going to wet for the money, That way you will get the hest care at the
most efficient price, but there are a lot of other variables in there that
come up in the cost of health eare. It has recently heen estimated that
up to 30 pereent of the cost is defensive medieine, That has nothing
to do with the health cave system. That supports the legal system, So,
that is another area of cost, The incentive, T think. if we changed the
insuranee, we will get a better, more efficient system.

Can T grot to prevention?

Senator Iivaxs, Sure, Lot me just interrupt for 1 minute, Tor the
henefit of the andience who may not understand the practice of defen-
cive medicine, do T understand correetly that you ave talking about the
requirement or the physicians® felt requirement that extra fosts mav !)('
needed just to proteet against lawsuits and other kinds of attack. Ts
that essentinlly what is at stake in your comment about practicing
defersive medieine?

Dr. Aamer. It is not <o mueh to proteet against the suit, Tf some-
thing goes wrong, yan will frequently have a suit. but it i< to have it
all in paper at the time that von go hefore the lawyers, T.et me give
vou o example too, I T do not dietate into my chart---and nobody
would really think that dictation in vour chart is something that costs
monev, It T have to pay somebodv to do mv tvping and all that, T
have to dictate many things that Twould not ordinavily dictate because
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it is assumed that if it is not dictated there, it was not done when you
get to court. Socit doesn't seem like much, hut it adds up. T get up and
et dressed and go to work and do the same routine things everyday
without dictating them into a diary, and T know I have done them. So,
that is just a part of it. But, yes, it is there strictly for that reason,

On prevention, which we would like to tall about, T cannot believe
m this day and age there is anybody left in this country that does not
know or has not heard that smoking is bad for your health. T cannot
helieve that they have not been educated to that.

Senator Iivans., Talk to a Senator from a tobacco-growing State.
[ Laughter.]

Dr, Asmser, Well, yes, that is true,

And seathelts in your car, and yet only 14 or 15 percent of the people
use them. Aleohol, weight control, all those things—I cannot believe
that people do not know that that is the way they should live. And yet
how many do that ?

People do not really want to be saved until they have had their fun,
and then you can save them later. T mnean, if they really wanted to be
saved, Prohibition would have worked.

Senator Ivans. It is called : Play now, pay later.

Dr. Amner, And it did not. I will just put'it to you. We have got the
costs of tobneco, nleohol, and entertainment equaling about 25 percent
of the GNT. They are 15 pereent ahead of the cost of health care. And
that is what vou are doing to repair the other problem,

Senator Iovans, You are right, While you are absolutely right and
thit seems to he a real imbalanee, the difliculty we face is that a pretty
good <hare of the health costs are paid directly through government at
one level or another and throngh taxation, while the rest—the tohacco,
aleahol, entertainment—are voluntary expenditures by individuals,
and there is a marked difference in people’s pereeption of paying taxes
versus paying for pleasnre. And that is why it is 25 percent and the
other ix probebly 10 or 15,

If there were only some way to rebalance that whole system-—von
are right, This Nation hag the financial capacity to provide not only
adequately, but handsomely for our own wellness and for our own
health. ITowever, we have not been generated sufficiently as a total
population to put our money in the right places.

T have no iden at this point how you ean easily change that.

Mrs, JJENSEN. Senator, we have some statistics: 19 billion in lost
workdays due to aleoholism: $4.611 in cost to an employer for each
xmoking employee. And T think industry is going to got hehind these
and be more celective in their hiring. T noticed there was an article
abeut that in the paper that would be of help.

On malpractice insurance, T wonder about the de tors policing their
own group. Physicians’ liability msurance reform tareot is excellent,
but T feel too that the medical profession should work toward more
effeetive procedures to make sure that intervention in ease of mal-
practice winds up maybe in suspension or some form of punitivo——

Dr. Assrr. Are we getting into a debate? [Laughter.]

Mura, Junsen. T am sorry.

Senator Fvass, No. T do not think we had better get into a debate,

DroAsmer, Tt i< O with me if it 1« OK with vou.

Senator Iovans, No, that is at another time,
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A couple of further guestions for Dr. Ambur. You mentioned the
renewed interest now .n gerintrie education. Are we veally seeing a
big response from young physicians or medical students, an increased
real interest in geriatries as a speeialty that will prepare us for this
future when we 10 or 15 years from now see this sudden surge of
older people?

Dr, AMpur. T think we certainly are, particularly right here in this
State. We have one of the newest and most innovative and best teach-
ing centers right up the hill here at Harbor View under the University
of Washington. They have a geriatries program, Of conrse the prob-
lems seem to come up before you think about getting a solution to it.
So, they may be a few years behind in generating the people that are
specifically trained in areas of geriatric medicine, But it is here, and
this State has one of the best teaching institutions and one of the best
continiing medical education programs out at the university to keep
phvsicians aware of changes,

Senator Evans. You mentioned in your testimony that initiative is
needed to ensure the continuation of this and other geriatrie centers
which are threatened with extinetion in the current cost-reduction
trend. Where specifienlly is the cost reduction affectine those geriatrie
centers? Are those in speeial programs that are designed to aid
geriatric conters?

Dr. Ayuuvr. Unfortunately the payment system under the DRG
systenr that we have now. unless there 1s some flexibilitv that is pnt in,
will penalize centers that are spending more money of course, which
was the purpose of the DRG. But if vou are going to do research and if
vou are going to loprn something, vou are going to have to spend a
little bit of extra money to find out what yvou want to find out. And
what we are concerned is that places like the university and Harbor
View that are taking care of these problemis and studying them will
get Tumped in and will not have the funds to continue on. People who
are sick do cost monev, The healthy ones do not cost money. But each
individual is a little bit different. And that is the problem when you
try to put an artificial cap on it.

Senator Evans. T have one final question. Testimony earlier indi-
cated that {hose who were members of a health maintenanee organiza-
tion used hospitals less on a per capita hasis than those generally under
a foo-for-service. T presume that is an accurate statistie, If it is, do you
have any idea as to why ?

Dr. Aamur. T have my own ideas, ves. At least in comparin- *hat
to onr particular connty. In Kitsap County. T do not thinkit - wetly
that accurate. Our day stay is pretty close to the closed paner model.
Our tota! number of davs per 1,000, per year, are very close. Tf vou
want to know why they would tend to treat it as, suy. clective surgery,
there are all sorts of wavs von can treat arthritis of the hip. And you
ean try canes and medications, et cetern, et cetera, but we have learned
that theve i< only one way to get rid of the pain, and that is to get a
new hip joint. And if yon wait 6 months or a year. you have saved
the money over that period of time. as they do i England. Whereas
il vou come to see me and you have got an arthritis of the hip and you
want it fixed, you get it fised the next time we have an opportunity on
the schedule. That is sort of the difference in the incentive,
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Senator Kvans, This is a little off of any testimony, but some years
ngo b ran across some extensive statisties which pointed ont the rather
substantial difference in the average hospital stay for standardized
kinds of procedures between varions States and communities, I do not
kunow if you have any comment or knowledge about that, But T re-
member at the time that for a simple nncomplicated appendectomy
or for other rather common procedures, the hospital stay in the North-
west and particularly in the State of Washington was half that of
some of the Northeastern States, What causes that

Dr. Asmur. That is true all across the board for medicare and the
elderly population as well as the rest of them. I have not scen any
specifie studies as to exactly what causes it. One of the things that
canzes that difference is that in this State we do not have or did not
have in the past the excess of hospital beds as compared to the east
const, Also western medicine grew up in a different atmosphere. The
physicians out here in the bureaus ave at risk. In other words, if there
15 not any money left, they do not get paid. They are the last ones
that get paid, if you are a member of the county medical bureau. So,
they have an incentive, just as the Group Health Cooperative does,
to keep people out of the hospital unless it is an absolute necessity.
No, it is different in other insurance programs where it makes no
difference really to the physician whether they stay in the hospital
or get out of the hospital, But here in the State of Washington it
definitely does to all the physicians,

Senator  Kvans, Would that have a significant impact if there
were some way to spread that—I presume that you would suggest
that while that incentive is to get out of the hospital, no physician
would advocate that a person get out of the hospital any eavlier than
they were really able to, in terins of health. What way can we spread
that same kind of result, or is it appropriate to try to spread that
same result that we obtain out heve to other parts of the country?

Dr. Aymsur. If you have in other parts of the country the type of
insarance system that we have out here, the incentive is there, The
Bl Cross insurance system in the rest of the country is not like our
medieal serviee bureaus and Washington Physician Sevvice here,

The only other incentive to getting out of the hospital early is that
the individual has to pay a certain amount themselves. T have my
own theories as to how that should be handled. And T think if yon
wixh to pay a certain amount for the hospital, you should say that
the average day’s stay fov a knee operation is 3 dayvs. Tf you are stay-
ing 5, unless there is a specific medical complication, you pay for 1t,
becanse physicians do get put under the gun regularly. “I do not have
a ride home today.” “Nobody is there to take care of me.” “We will
pick grandima up on Monday, not today.” That happens all the time,
If the individnal has an incentive to leave. the doctor is not going
to lot them out until he thinks they are ready.

Senator Fvavs, Thank von very much, This has been a fascinating
panel and a very interesting morning. T appreciate the testimony of
alt of those who have been scheduled and who have appeared in front
of us. We are lookin:: forward to the additional information we have
requested, And this will be exceedingly helpful to the committee.
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mttee on Aging, hke other special committees of the Senate, does not
have legislation directly nssigned to it as the Energy or Iinvironment
or other committees, But it is a committee which emphasizes the search
for new solutions, and as such we ean focus our cliorts on looking to
the future and developing new ideas and to creating legislation which
can then go thorugh the regnlar procedure. 1 think that it is not only
a healthy, but a very important kind of committee strueture to have
in the Senate, and 1 am’ delighted it is one that I am privileged to
serve on,

A Vorc IF'roy Aunience, 1 have one question,

Scnator Evans. Yes,

A Vorce Frox Avpiexce, Given that committee st ructure, there is
one woman's name on the committee. Many of the long-term elderly
and other concerns highly involve women. How do woren get on the
committee

Nenator Iivans. You have to get elected to the Senate,

A Voier Frox Auvptexce. You must have some more women in the
Scrate,

Senator Kvans, There arve two women serving in the Senate,

A Vorer Froye Avpence, That says something right there,

Senater Evans, Yes, it does, There are 98 men and 2 women in the
Senate, which T think is inordinately tilted,

I might also say. just to speak a little politieally hefore we quit,
that they have often talked abont a gender gap. but the two women
in the Senate are two distinguished Republieans, T might say, Senator
Hawkins from Florida and Senator Kassebanm from Kansas,

We have just a few minutes, If there are any comments from the
audience, we would he able to take just a fow very brief ones. T think
we had better do it by having the panel retire. And then if von wonld
come forward so that we can get your comments on the record, it wonld
be hielpful,

All right, good. we have got a panel f four. Go alhead and sit and
be comfortable. And make sure von v o one of those round mikes.
If vou conld identify vourself and if there ix an organization or a
group yvou represent. do that and then tell us what yon wonld like to.

STATEMENT OF REVA K. TWERSKY, SEATTLE, WA, MEMBER,
SEATTLE-KING COUNTY ADVISORY COUNCIL ON AGING

I might just explain to those in the audience that the Special Com-

Ms Twersky. T am Reva Twersky, and T am a social worker who
tetived less than a year ago from over 15 vears as a medieal cocial
worker at a teaching hospital. And T am on the Seattle-King Clounty
Advisory Council on Aging. T am chairperson of the subeomnmittee
on lone-term eare of that organization, ITowever, our connnittee
wonld like to submit written testimony after our nest meeting, if
that is pessible,

Senator Tivavs, We would be most pleased to receive thoese com-
ment=! That really acts as the base on which we ean build our own
ideax and our own new proposals, So, all of the conunents this morn-
ing will be teanseribed. They will he part of the record. And all of
the written comments which we reeeive will be part of the same record.

! 8ee appendix 1, item 7.
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Ms, Twensky, It ix well recognized that social, emotional, and en-
vironmental factors have an impact on a person’s health and function-
ing, ‘Fherefore, T think that our system has been not to look at those
important factors, but to expend large sums of money on acute care,
which includes institutionalization. 'I'his has been highly inflationary,
and health eare costs have skyrocketed.

[ want to speak in favor of allocation of funds for health services to
Ntates from the Federal Government in which funds for all long-term
care serviees, including services provided in hospitals and by phys-
icians to persons with ong-term chronic conditions are pooled. States
should be given prospective payments, based on good estimates of the
frail population at risk of institutional placement. Such cstimates
should refleet accurate growth of the aged population each year. The
prospective allocation shounld include a reasonable, planned inflation
factor that is in line with the economy as a whole.

I view with great alarm reductions in medicare coverage which
would result in inereased out-of-pocket expenditures for consumers
while health care industry costs are left uncontrolled, DRG' is an
approach in the right direction, but will not work unless applied to the
entire system rather than just hospitals,

[alzo want to <tate that the rapidly growing, hetter educated elderly
population and their families will not tolerate reductions in needed
services aud funding as a means of containing cost, Something will
have to change profoundly. Nickel-and-diming the system will not
worl,

Senator Fvaxs, Thank you very much. Next.

STATEMENT OF MARTHANNA E. VEBLEN, RETIREMENT
COUNSELOR, SEATTLE, WA

Ms. Venren, Perhaps T am coming from a little different perspec-
tive this morning than some that we have listened to. T am coming from
a certain background of experience. T am a retirement counselor.

Senator Evaxs, Could you identify yourself first?

Ms. VeBrex. Exense me. I should say T am Marthanna Veblen, and
I am a retirement counselor, a librarian, and a research person,

As early as 1961, before I became clderly, I compiled the report
of the State of Washington for the first White House Conference on
Aging. This report was entitled, “Aging in the State of Washington,”
and it eame out as p Senate document later,

In 1976, T published a directory of the services available in the
State to the elderly, entitled, “Agimg: Where To Turn in Washing-
ton State.” And over the years T have served as a volunteer on State,
county, city, and diocesan councils and commission concerned with
the needs of elderly people, T am presently serving on the volunteer
hoard of trustees of a private, nonprofit organization about to build
a continnum of care retivement facility. Senator Evans would know
the property. Tt is within a few blocks of where you once lived, sir.
Tt is the Villa property.

A goal of the facility is to make one-third of the units available
to low income elderly, Tn addition to this, on a personal level, my
husband and T were very deeply involved with the acing process as
it affected onr parents while they were still alive, Both sefs of parents
celebrated their 60th wedding anniversary. From this background,
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I put forward the following suggestions: that this U.S. Special Com-
mittee on Aging recommend Congress combine seetions 231 and 232
of the Housing Act. Seetion 2 allows sponsors to provide meal serv-
ice, and section 232 allows spousors to provide intermediate and skilled
nursing care, Combining these two sections will make possible the
needed continuum of care retirement communities.

The second one would be: Congress authorize and appropriate ade-
quate funds for the purpose of HUD guarantee of loans to provide
financing of continuum of care facilities by private, nonprofit spon-
sors. Now, I am not sure of the year, but within the last 2 or 3 years,
the amount authorized and appropriated by Congress would, if
divided evenly between 50 States, not have provided for a single
long-term care or continuum of care residence such as I am speaking
of, that we are trying to build here in Seattle—not one in each of the
States. And it is not a fabulously large one.

L recommend also that the Washington State Legislature, as a part
of the package the State already has in place, authorize the use of
tax-exempt bonds by private nonprofit organizations to finance con-
tinum of care retirement conmunities,

I do feel the Federal Government should encourage Federal, State,
and private nonprofit organizations to provide needed long-term serv-
iees for the elderly at the lowest possible cost, By carrving out the three
recommendations, we will Le closer to satisfying the long-term needs
of the elderly, particularly the moderate- and low-income ¢ terly.

Services available in continuum of care retirement communitios by
private. nonprofit sponsors are rarely available elsewhere and then
only at great cost. an amount usually Leyond the reach of the
moderate- or low-income elderly at a cost that can only be met by the
afluent. Clearly, the three recommendations, if acted upon, will serve
a valid public purpose. ‘

Additionally, any emphasis by Congress by tax laws or otherwise,
enlancing the savings ability of people in general, will encourage more
saving and result in elderly persons entering retirement with more
assets, thus improving their ability to live independently and with
dignity,

And T really do appreciate the opportunity of being able to speak
in this manner, And T have a copy of this for the record.

Senator Tovaxs, Yes, it would he very helpful if you would submit
it, and it will be made part of the record. Thank you, Marthanna,

[Subsequent to the hearing, Ms. Veblen submitted the following
information :]
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The Honorable Daned S, Lvane

Senator, Warhington State

Chatrman, U,S.Senate Special Committee on Adging

RE: Tong Term Needs of the Elderly: a Federal - State - private
cartnership,

Seatele, Washington

July 10, 1984

Senator Evans:

I appreciate the invitation to appear before you and this committee.
It deals with a particularly ceritical area of nieed for the vlderly,
t have some thoughts on the topic and I am happy for the opportunity
to express them,

L do teel that needed services to satisfy the long term needs of the
clderly should be provided at the lowest possible cost to the elderly
prrson. This should include continuing and expanding services which
allow the clderly to remain as long as possible in their own homes.

Iam comna from a certain background of expericnce: I am a Retirement
Counsellor, a librarian and a research person, As carly as 1961 - before
I became olderly - T compiled the report of the State of Washington

to the first White House Conference on Aging. This report was entitled
Agimg in the State of Washington, 1n 1976 I published a directory of
Serviees avarlabTe in thls wHtate to the elderly entitled Aging ~ Where

o Tarnoan Washington State. Over the years T have served as a voluntoer
o state, county, " eityTand diocesan councils and commissions concerned
wiLth the needs of elderly people. I am presently serving on the

volunteer board of trustees of a private non - profit organization

about to huild a continuum of care retirement facility. A goal of the
facility 15 to make one - third of the units available to low income
vlderly. In addition, my husband and I were buth deeply involved with the
aqiny process as it affected our parents while they were still alive. Both
sety of parents celebrated their 60th wedding anniversarcy.

From this background, T put forward the following suggestions:
That this U.S. Senate Special Committee on Aging recommend:

Congress combine Sections 231 and 232 of the Housing Act,
Section 231 allows sponsors to provide meal service, and
Section 232 allows sponsors to provide intermediate and
sk1lled nursine care, Combining these two sections will
make possible the needed continuum of care retirement
comnunities.

Creative Retirement Counseling Inc.
66840 Parkpoint Way N.E,
A Seattie, Washington 88115

) (206) 524-9236
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Conyress authorize and appropriate adequate funds for the
purpose of HUL guarantee of loans to provide financing of
continuum of care facilities by private, non - profit sponsors,

The wWashington State Legislature, as a part of the package
the State already has in place, authorize the use of tax
¢Xempt bonds by private, non - profit organizations tc
finance continuum of care retirement communities.

I do teel the federal government should encourage federal, state

and private, nen - profit urganizations to provide needed long

term services for the elderly at the lowest possible coat. By carrying
out the three recommendations above, we will be closer to satisfying
the lona term needs of the elderly, particularly the moderate and
the low income eldcriy, Services available in continuum of care
retirement communities, by private, non - profit sponsors are

rarely available elsewherc, and then only at great cost, an amount
usually beyond the reach of the moderate or low income elderly.

A cost that can only be met by the aifluent. Clearly, the three
recommendations, if acted dpon will serve a valid public purpose.

Additionally, any emphasis by Congress, by tax laws or otherwise,
enhancina the savings ability of people in general ,will encourage
mor~ saving and result in ellerly pursons entering retirement

with more as cts, thus improving their ability to live independently
and with dijnity.

Thank you fov inviting me to participate in this hearing. If I can
answer any guestions or help in any way in the future I would be

happy to. -
>%4% e cai_ 6 7&(&/(\
Marthanna E. Veblen
uv640 Parkpoint Way N.E.
Seattlr, Washington, 98115
\ July 10th, 1984

Creative Retirement Counseling In4.
A 6640 Parkpoint Way N.E.
Seattle, Washington 98115

e J (208) 524.9238
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STATEMENT OF LaVERNE GIREE, SEATTLE, WA

M . GrxEe. Senator Kvans, 1 am LaVetne Girke, a past president
of the Washington State Retired T'eachers Associatio.;, but I am just
here more or less speaking as an individual, And I just wrote a few
notes as this hearing wus going on and some of the things that 1 came
up with is that we all have to realize that we are our own preventative
maintenance person. It is our responsibility to see to it that perhaps
we do not get in some of those, although disease is no respecter of per-
sons. T think there are many things that we can do, as suggested by
the physician here. to keep ourselves healthy.

And you mentioned maybe using that alcohot tax w1oney for some of
these things, but it would not surprise me at all if we spend more money
on rchabilitation for aleoholics than we do on some of the taxes we
receive. T do not know what the amount of money would be.

Also I speak personally on taking care of the elderly. I have had in
my home my father, who came with ine 1st July. He was 93. He will
be 94 in July. And T was swrprised t. .« out when I called the income
tax peonle, if T could deduct $1,000 o1 the $2,000 on iny income tax for
him; and T discovered at that particular time that although he is 94,
he is only half the worth that anybody else is at age 65. After you are
65, vou can deduet $2,000. However, at his 94 it is only $1,000. And T
just wonder if you are aware of that and why it is that maybe this
person at 94 can only have the $1,000 deduction.

Senator Evaxs, No, T am not aware of that.

Ms. Girke. Another thing that I think might be looked into-—my
sister and T are shuflling dad back and forth, and I had him 6 months
last vear, and she had him 6 months last vear. He has been here at my
house now for a year, But when I called Tnternal Revenue, they said
that you conld only deduct the $1.000, and it had to be decided upon
which one of you could take the $1.000, So, there is such a thing as a
burnout when you are working with older people. And although T am
very fortunate that my father is very healthy and is able to go and do
things himself, although he is considered legally blind, He is not the
responsibility that many elderly would be oc could be. And if people
have to shift maybe 6 months with John wad 6 months with Sue, it
might be helpful for those people to be able to have something on their
income tax that they could reduce.

I was with a nurse not too long ago, and she was talkiag to me
about some of the people in the nursing homes, and she said: One °
of the things that we have to do as a humnan being is to not—we must
avold learned helplessness. I think we do this {g)r the elderly. And
T think as & young person opens the door for us, we are very grateful,
But if we wounld open the door oursely: s and use our own muscles,
we would be much more healthy for it. When dad first eame, T just
opened the door and shut the door and everything for him. But I
have discovered wlthongh he hardly realized where he was when he
first came—beecanse my mother passed away and he had been with
myv mother for 62 vears—Iletting h..a wipe the dishes and make his
bed, »ven though it is not the greatest, and do come of the things,
go in and out and open and shut the doors and things, we can ]{0(\{‘:
these people more healthy if we let them have their exereise as mue
as their good food and so forth,

Senator Evaxs, Thank you very much,
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STATEMENT OF THELMA WISEMAN, SEATTLE, WA

Ms. Wiseman, I thank you, Senator Evans, for allowing me to
come up here. Let me introduce myself. My name is Thelma Wiseman.
[ am a social worker, and I am from the Graduate School of McGill
University in Montreal, Canada. I know something about the Cana-
dian system of helping the elderly. I am also from the Graduate
School of the University of Michigan, Institute of Gerontology and
School of Public Health.

From 1976 to 1980 I was employed for the long-term care and
evaluation unit of the State of Michigan, During those years I saw
approximately 1,000 persons each year through a six-county area
covering Detroit. T had a good idea of what the frustrations, gaps,
and insensibilities were in providing the nee ls of persons requiring
long-term care. Here I would like to cite out of those thousands of
persons only two examples, which would give you a very good idea
of how we do not meet these needs.

The first example is that of an clderly black couple living in
Ypsilanti, MI. The man is 90 years of age, the woman 85, The man
has been admitted to a rursing home. The woman of 85, fairly spry
for her age, is working as an aide in the samne nursing home. When
I o in there to review this situation, it does not make sense for the
man to be in the nursing home while his wife can obviously take care
of him. And, by the way, it is inappropriate in the nursing home for
her to work the same floor where he is situated because it could cause
a}rll e(rlnployee problem. Therefore, she is kept away from him during
the day.

Michigan has a chore provider program. In 1979 when T visited
this eouple. the law stntet{)thnt no wife could receive payvment under
the Chore Provider Program. This is an indigent couple living on
their Social Seeurity. The State prefers to keep this couple—the man
in the nursing home and the Wig‘, working as a nurse’s aide-—rather
than send them home and pay her as a chore provider.

A similar situation of a nurse’s aide who fell in love with a para-
plegic auto accident vietim took place in Ann Arbor, was spread on
the front page of the Ann Arbor News, and the State issued a waiver
so that they could go home and not live without wedlock, But in this
case I got nowhere.

I would like to cite one other case, and that is an example of private-
»ay clderly women who, beeause of widowhood, because of temporary
lhoss, under stress or strain or whatever, nothing was mentioned in
this whole 3 hours ahout mental health and the long-term care needs
of mental health. And lot me also mention that nothing was mentioned
ahout—ves. it is less expensive. but nobody said more humane. These
women enter nursing homes thinking they are there for a temporary
time. Oftentimes temporary hecomes 10 vears, T come in, find that
they are without any type of nursing needs hut-—there is a big “but’—
by 10 vears. these women who had money. no longer have anvthing left.
And it is very hard. even though they are willing to do it mentallv,
it is very hard to move a person ont into the community and set up
support ‘systems when they are without any assets whatsoever. .And
this happens time after time after time,
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Thank you.

Senator Iivans, Thank you very much, This has been a very informa-
tive morning for me, and I am certain for those in the audience this
will be helpful and, as I have expressed before, this hearing will repre-
sent some of the background we will use in the committee as wo
struggle with this tusk of providing a responsible health care system
that is equally accessible to all eitizens, with particular emphasis on
the most rapidly growing portion of that health care system for the
future, and that is the care of not only the rapidly growing elderly
population, but an elderly population that is living longer, which is
healthier generally, but collectively will eventually need some very
speeial kinds of service.

So, thank you all for coming. Before we adjourn, I would like to
make one introduction, I am happy to see Carolyn Preston in the
audience. She served as a senior intern in our oflice this spring, and
we were delighted to have her back there, And she will continue as
not ony an adviser to my office, but as a strong advocate as she always
has been in this particular field that we are talking about.

Ms. Preston, Thank you, Senator.

Scnator Ivans, Thank you, Carolyn.

With that, the meeting is adjourned.

[Whereupon, at 12:39 p.n., the comnmittee was adjourned.]




APPENDIXES

ArpeNpIX 1

MATERIAL SUBMITTED BY WITNESSES

ITEM 1. LETTER AND ENCLOSURE FROM DANIEL 0. WAGSTER, SENIOR
VICE PRESIDENT AND REGIONAL MANAGER, KAISER PERMANENTE
HEALTH CARE PROGRAM, PORTLAND, OR, TO SENATOR DANIEL J.
EVANS, DATED AUGUST 18, 1984

Dear SENATOR Evans : I appreciate the opportunity to appear before the Senate
Special Conunittee on Aging hearing which you conducted in Seattle on July 10,
1984, I have sent to the committee office the corrected copy of my testimony on
that occaslon, Enclosed for your office Is a copy of the written testimony that 18
to be included in the record.

In your introduction at the hearing you referred to the Kalser-Permanente
Oregon Region's Soclal HMO demonstration project. I do not feel that I ade-
quately covered that subject In imy testimony and, therefore, enclosed is a sum-
mary description of that broject.

During the hearing you asked me to comment on section 1876 proposed regula-
tions recently Issued by HCFA. I responded by expressing our concern about
certain aspects of the proposed regulations, but could not be specific because of
time constraints. For your information, I am enclosing a copy of the written
comments which our organization submitted to HCFA in that regard. We are
pleased to be able to acquaint you and your committee with the nature and extent
of our concerns with the regulations as proposed.

Thank you again for including Kaiser-Permanente among the organizations
asked to provide testim( .y with regard to long-term needs of the elderly. We
share with the committee interest in that important subject and we were proud
to be able to report what our organization is doing about {t.

Sincerely,
DaNIEL O. WAGSTER,

Enclosure.

Ka1ser FounpaTIioN HEALTH PLAN, INC,
Oakland, OA, July 6, 1084,
Re BERC-247-P.
Caror.YNE K. Davis, Pr.D,
Administrator, Health Care Financing Administration, Department of Healih
and Human Services, Baltimore, MD.

DeaR DR, Davis: Kaiser Foundation Health Plan, Inc. and 18 subgidlary
Health Plan organizations (“Health Plan') submit the following comments
on the proposed regulations regarding Medicare payment to health maintenance
organizations (“IIMOs”) and competitive medical plans (“CMPs'"). The pro-
posed regulations were published in the Federal Register, May 25, 1984, begin-
ning at page 22198, 'The Kaiser-Iermanente Medical Care Program (“Program”),
of which Health Plan Is an integral part, is the nation's largest organized private
health care delivery system. It consists of seven nonprofit federally qualified
health maintenance organizations, currently serving more than 4.6 million mem-
bers Including approximately 270,000 Medicare menmbers in ten states and the
District of Columbia, 'The Program has long been an advocate for establishing
the prospective payment mechanism that is the subject of these regulations. We
are bDleased that the regulations will he adopted in the near future,
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The preamble to the proposed regulations aska for comments on a number of
fmportant issunes. Comments were requested on requiring oligible organizations
to have a coordinated pen enroitment, Sinee the regulations were published,
Congress has required coordinated open enrollment as paret of this progrum. We
have a number of concerns about (he implementuation of this requirement, and
strongly recommend that it be the subject of a separate uotice of proposed
rulemaking. This will permit adequate evaluation and the development of specific
comments on the implementing regulation.

Comments also were requested concerning the possible applicability of the
brompt payment provisions in 31 U.8.C. 3001-3006 to the monthly payments made
to eligible organizations. These provisions ailow for the collection of interest
payments by an entity in the event of failure by the government to make prompt
payment under certain contracts. We support the application of these provisions
to prospective payment contracts with HMOs snd CMPs. We strongly support
provisions of section 417.584 which require HCKA to make monthly advance
payments to the HMO for each henefieiary who i3 registered in HCPA's records
as a Medieare enrollee of the organization. It would he HFCA's fallure to make
these advance payments according to its contract with an HMO or CMP that
couid trigger the interest provisions of 81 11.8.C. 3901-3906.

The proposed reguiations note that HCFA s reasonably satisfied with the cur-
rent method of calenlating the adjusted average per capita cost ("AAPCC”).
We strongly urge HCFA to refine the AAIPCC methodology by adding a disabil-
fty status adjuster In the final regulations as suggested in the preamble to the
regulations. We also encourage HCUFA to expend signifieant effort on advaneing
the state of the art in this aren so as to improve the AAPCC methodology.

While we believe that tmplementation of this prospective payment program
should begin using the existing AAPCC with the refinement noted above, we
recommend that HORFA establish a Risk Contract Advisory Committee composed
of actuarial vxperts, statlsticlans, researchers, and representatives of risk con-
tractors. The purpose of this committee would be to advive HCEFA about metiody
to improve the AAPCC. We belleve there ftire a munber of arens for exploration.
As program data and experience Increase, perlocie changes to improve the factors
used to estimate population risk (Le., age, sex, institutional status, Medicaid
eligibility) should be considered. \We commend the proposed use of Medicare Disa-
bility status, Social Security Dlsabiiity status for those age 63 or 04 could bhe an
important additional risk factor, particularly for (hnse persons just enrolling
a8 Medieare aged. If access to this SSA information requires & change in the law,
then this change should be songht. Other federally certified disability statuses
should also be explored ag measures of risk (e.g., veterans, black lung, ete.)

Those persons age 65 or over who are employed nnd have private health henefits
will no longer be covered by Medicare. Historically, these persons have been very
low users of Medicare henefits and HCFA sbould consider revising the existing
risk values by nmitting sueh bersons. The probable net effect will be to diminish
the disparity hetween persons (particularly males) age 63-69 and older bene-
ficiaries, since employment is disproportionately higher in this age group than
at older ages,

We continue to helieve that work force participation prior to age 65 is impor-
tant to examine, It is an objective and well documented enrollee attribute that
can be of considernble value in measuring health status after age 65

We recommend that HUKFA publish as o companion to these regulations a
monograph on the AAPCC, This would deseribe hosy the methodology works,
how the risk or actuarial factors were determined, how the data iy used in the
methodology and its sources, and other retevant factors that would be helpful
in developing a better understanding among HIMOs, CMPs, and others ahout
the methodology.

We recommend that HCEFA provide to cach risk contractor adeqnate infor.
mation and data for it to enlenlate ity AADPCC, Sinee this bayment methodology
ix central to the implementation of these proposed regulations, the payment
amonuts need to be veriiable by the coutracting organization. This also would
allow an HMO or CMI' to uinke more aceurate projections, whiel are hmportant
for financinl planning,

The preatnble also states that HOFA s interested in the possibility of using
the AAPCC as an overall limit on the payuients made dnrbisg u contract period
to HHMOs and CMPs with cost contracts. We strongly oppose this suggoestion
beemse it wonld subjeet TIMOs and CMI'y to standards that they either rejeeted
or were ineligible to choo.e, and would, fn effect, change the cost based rolm-
bursement that is avallable to other organizations, such as those with [ICDID
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contracts under Seetion 1833 of the Soclal Seenrity Act, Moreoveyp, sueh n
restriction would be particulurly unfabr to <iwatl HMOs aud CMP&, which during
their initinl development stages might have greater costs per enpita than the
AANPCC for an area.

Finally, we support IICFA's decision to permit organizations with risk con-
tracts to obtnin an administrative hearing regarding determinations of the
amount of program relmbursement they will receive, Mdministrative hearings
and appeals should be available to HMOs and CMI’s on the same basis as other
providers.

The following comments are addressed to speeifie sections of the proposed
regulations.

1. Neection 417.401 ineludes a definition of the AAPCC, The AALPCC is defined
as an actuarial estimate whielt *. . . represents what the average per enpita
cost to the Medieare program would be for each class of the organization's
Modicare enrolices if they had received covered services other than through
the organization in tie same geoge aphic area or in a similar aren." The preample
to the regulations on page 22205 indieates that tle cost of all eligible organi-
zntinus In the same o simiiar geographie area wonld be excluded in determin-
ing the AAPCC for the area, Section 417,688 ¢ tso supports the exelusion of eosts
of all eligible organizaticng, The Intent of the statute is that the AAI'('C should
represent only the equivalent average fee-for-service cost for Medicare benefi-
cinries in an aven. This is the method used to determine the AAI'CC for current
Qoction 1876 risk eoutracts, and the 1082 amendments to the statute did not
alter this. Section 417.101 should be modifled to exclude from the AAPCC all
costs relating to eligible organizations in the nren.

9 dection 117.401 defines geographic nrea to mean *. .. the area found by
HICFA to be the area witlun which the organizatlon furnishes, or arranges for
faridshing, the full range of services that it offers to its Medienre enrollees.”
The HIMO should estabiish its service nrea. We vecommend that this definition
be modifled to read: “Ceographic area means the areu propused by the eligible
organization and approved by HCFA. . "

3. Sectinn 417.401 provides a deflnitlon of urgently needed services. The defi-
nition should be modifled to require that such services are needed because of
an unforeseen lienlth problem or one that was not reasonably postponable, The
modifleation wonld preclude coverage when individunls who need surgery or
other treatment voluntarily leave the organization's sorvice area to obtnin sery-
fees from non-plan providers., The supplementary information section of the
proposed regulations disensses the standard for finaueinl responsibility for serv-
ives furnished outside the organization, explnining that emergency and urgently
noeded services nre those immediately required because of an unforeseen illness,
injury or condition. "To assure that this intent is met in the regulations, we sug-
gost the detinition of urgently needed services be amended to state *'. . . means
eovered services that are not postponnble and are required for nn unforeseen
illness, injury or eondition in order to prevent gerious deterioration of an
enrolle ‘s henlth when he or she . . "

4. Subsection 417.413(D) (4) provides that a gubdivision or subsidiary of an
organization need not meet the membership requiretaents, (e.g. nt least H.000
onraliees) as an hulependent unit if the organization of which it ix n part
assumes responsibility for the financial risk and adequate management and
supervision of health eare furnighied by its subdivislon or subsidiary. We
strongly support this provision beeanse it will assist in the development and
growth of small 1IMOs associated with large IIMOs withonut finuncinl risk to
the Medieare benefieiary,

5. Subsection 417.4130e) requires an organization to provide annual open
eurollment periods of at least 30 days during which Mediceare benefieinries are
eneolled on o Gest-came, firstserved basis to the limit of the organization’s
enpacity, Tt is important that au HMO be permitted to establish reasonable
enpaeity lmitations for all or parts of its service area. =o that new Medicare
enrollecs tan be properly served, We sapport the flexibility permitted In this
coction and section 17,120 concerning the determination of eapacity limitations.
1t 1< appropriate thut this determination be based oun the unigque circumstance
of eaeh TIMO or CMP,

3. Subrection HM7.H30e) (2) defines eurollment as being “substantially non-
represent ttive® v if the proportion of a subgroup to the total enrollment ey-
cooded. by 10 pereent or move, its proportion of the population in the organizn-
tion's geographie avea, . .. This definition conflicts with the definition in sub-
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section 417424(h) which sels as g standard “exceeds by at least ten percentage
points its proportion to the general populatlon in the geographie area of the
organization.” These provisions should he consistent. Nection 417.424(b) should
be amended to specify the percentage as “hy 10 perceit or more."

7. Nection 417.420 sets forth the basic rules on enrollment and entitlement. We
recommend that this section allow an HIMO or CMP to provide members who
age into Medicare the option of enrolling under either a risk or cost contract.
This would permit an organization to allow a member to enroll without a lock-
in if this was desirable,

R. Subsection 417.420(d) requires Medicare enrollees of an organization that
has contracted on a risk basis to be responsible for services received outside
the organization, other than emergency and urgently needed services, if the
services should have been furnished by the organization. This subsection should
he elarified to limit this requirement to Medicare enrollees under & risk contract
or to enrollees under a cost contract who have agreed to lock-in provisions. Many
large HMO's wili have a substantial number of Medicare enrollees who will
remain under cost contracts with no lock-in provisions until they can be con-
verted to risk contracts. As currently stated. it appears that all Medieare enrollees
of an organization with a risk contract would be subject to the lock-in rules.

9. Subsection 417.426(c¢) provides that an organization may set aside a reason-
able number of vacancies “for an anticipated new group contract that will have
its enrollient period after the Medicare open enrollment period , . ."” This provi-
slon should he broadened and made consistent with language in the preamble of
the regulations on page 22203, to include anticipated growth in existing group
contracts as well as new grou) contracts, The organizution should also be able to
reserve vacancies for anticipated enrollment in groups that precede the Medicare
open enrollment period. We recommend that subsection 417.426(c) be amended
to read: “An organization may set aside a reasonable number of vacaucies for
anticlpated new group contracts and other group contracts that will have their
enrollmenrt periods during the contract year.”

10. Subsection 417.428(a) (2) requires the organization to submit all brochures
relating to marketing and promotional and informational material to HCFA for
approval. It further provides that if HCFA does not respond within 60 days of
receipt of the material, “the organization can assume approval.” We believe 60
days is far too long a period for HMOs and CMPs to adequately carry out mar-
kotimg efforts or to make needed changes in materials on short notice. We recom-
mend that the 60-day perlod be changed to 10 working days. In addition, the
regulations should state that the materials “will be deemed spproved”, rather
than “can assume approval.”

11. Subsectlon 417.428(h) descrlbes prohibited marketing activities. Given the
potentlal for abuse, we recommend that this section be amended to  *ohibit door-
to-door solicitatlon. € :en the experience in the early 1070°s with prepaid health
plans in California, we are concerned about marketing abuses.

12. Subsectlon 417.432(h) (1) (i) requires an organization to notify HCRA at
least 90 days hefore an enrollee attains the age of 635 if the enrollee is to be in-
cluded as a Medicare eurollee, We snggest that this time frame be shortened to
45 days since many prospective Medicure enrollees may not be ready to make
A cholee so far in advance. Numerous enrollees o not apply for Medicare until
the month prior to age 63. As a result, HOFA will not have a record of Medicare
eligibility and the nceretion request will be returned to the MO, thereby increas-
Ing nnnecessary information exchange.

13. Sabsection 417.432(1) (1) (1) requires the orgnnization to notify IICFA at
least 90 days before an enrollee reaches his or her 25th month of entitlement to
goclal seenrity or railrond retirement disability benefits, Frequently an HMO
would not have information to enable it to compiy with this requirement, We
recommiend that the provision be deleted,

4. Subsection 417.422(h) provides that individunls who have end-stage renal
disense are not eligible to enroll under n risk contract, Rection 417,434, however,
implies that EXSRD members of organizations before they enter Into risk con-
tracts and enrollees who aequire KXRD after enrolling, must be allowed to con-
tinwe memhership unless they are disenrolled under section 417.460. P'roposed
reguintions, however, do not speeify the moethod of payment to a risk organiza-
tion for FSRD Medieare oligibles, We recommend adding a suhsection to section
A1TARS which deflnes o separate rate for fndividuals in the RSRD category, We
also recommend that the AAPCC ealealation for ESRD services reflect n rate
based on metropolitan statistical arena, census reglon or othey geographic area
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where ENSRD services are provided. -This will refleet Medicare expenditures
for these services wore necnrvately than an emrollee’s State of residence.

15, Subsection NT444 (€) (6) requires a plan to restriet enrollees from recejv-
ing payment direetly or on their behalf for covered items and services received
from sources outside the oc.anization. 1t may be diffienlt or impossible for a
plan to earry out this vesponsibility. Often a plan will have no way of knowing
if itx enrollees use out of plan services, Usually the only time that a plan will
know this is when the enrollee submits a claim for reimbursement, It is more
approprinte for HOFA to assume this responsibility, since it will be the paying
entity from whom payment is requested. We recommend that HCFA annotate
its membership flles in such a manuer that payment for these enrollees ean he
made only to the HMO or CMI.

16. Subsecetion 4117452 (e) (3) requlres that “the sumn of the amounts an organi-
zution eharges its Medicare enrollees for services that are not covered under
PPart A or Part B inay not exceed the ACR for these serviees.” If this parngraph
is applied to payment for Part A services for enrollees who are entitled to Medi-
care Part B only, an I1IMO or CMI? will Le deprived of its full finaneial require-
ments for the member, This results from the fact that the AADPCC will usunlly
be greater than an organization's ACR for Part A services, since an HMO’s major
cost savings Is in reduced hospitalization, The opposite is true for Part B ser-
viees. There the ACR will usually be larger than the AAPCC because of the
emplasis placed on ambulatory services by the IIMO. Subsection 417.440(h)
stutes that Medicare enrollees who are entitled to Medicare Part B only are
entitded to all services covered under that part, The regulations do not appro-
printely address liow the Part B only Medicare enrollees pay for Part A\ services
nnder a risk contraet,

To correct this serious problem. we recomuy d that subsection 417.452(c) (8)
be amended by adding to the first sentence the language, “except in the case of
a member entitled to Medieare Part I3 only, in which case the organization can
charge a premium that will permit the organization fo receive a total amount
for Medicare Part A and B sevviees which oguals 95 percent of the AAPCC for
that member.”

17. Subsection 417.448(Dh) (2) provides that the Medicare member who moves
from the organization's geographic area is no longer locked-in and may receive
Medicare covered xervices from any provider. Hewever, if the member has not
been disenrolled by the organization and the organization continues to be re-
imbursed for the member. the organization must accept respousibility for reim-
bursing a1l Medicare covered out-of-plan care. Subsection 417.460 (a) (:2) prohibits
an organization frem disenrolling it member who moves out of its service area
unless it “establishes. on the basis of a written statement from the enrollee or
other evidence ancceptable to HCFA, that the enrollee has permanently moved
out of its geographie area” aud has given the enrollee written notice of termina-
tion before it sends termination t» HOFA, To make these seetions consistent we
recommend that subzection 417.448(b) (2) be amended to read “Medicare en-
rolleex who permanently leave the geographic area served by the risk organiza-
tion as of the first day of the tivst month after an enrollee provides written
notification to the orzanization that he or she has permanently moved out of
the aren. Thisx wonld nmake the termination of the lock-in consistent with the
termingtion of ICF.A's liability to make monthly payments to the HMO on the
enrollee’s bhehalf,

1%, Section 417438 requlres an organization with a reasonable cost contract
to recoup deduetibles and coinsuranee amonnts for which Medieare enrolleed
were linble under a previons contract only under certain conditions, This pro-
vision shonld be elaritied to wonre that these amounts can be accounted for
through an adjnstment of future preminms and that such an adjustment may be
made on a granp as apposed to an individual basis,

10, Subreetinn 417.460(n) (2) requires disenrollment when an enrollee has
permunently moved out of the organization’s service area, since it will then be
impractical for the HMO to provide services to the enrollee as contemplated
nnder a visk contract. There are no provisions, however, for individuals who
split residency between two separate geographic areas. This I8 common for
clderly penple capeeinlly those living in coider climates. They will not have
moved permanently, but will be ont of the organization’s area for an extended
period, nsunlly longer than would be considered temporary. In this case, we pro-
pose that the regulations allow an enrollee who is leaving a residence in the
organization’s gevgraphic area for more than 80 uays, but who plans to return
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no later than slx months from departure, to disenroll under subsection 417.460
() 12) and to reenroll nnder section 417,426, This would enable these enrollees
to reenroll immediately and not be subject to subsection 417.426(a) (2) (which
provides for enrollment in the order in which the applleations are recelved), Sub-
seetion 417.420600) (31 <hould be amended to read “The organlzation may aecept
applieations after it has reached capacity if it places those individuals on a wait-
ing list and enrolls them in chronological order as vacancies occur, except that
an organization may immediately reenroll an individual who within the last six
months was disenrolled from the organization upon leaving the geographic area
pursuant to subsection 417.460(n) (2) and at the time of reenrollment is living
in the service area.”

20. Subsection 417.460(a) (1) allows disenrollment for failure to pay premiums,
but does not provide a basls for disenrolling an enrollee who fails to establlsh
and maintain a satisfactory physician-patient relationship within the plan. An
organization should be permitted to dlsenroll suech individuals, since neither
the member nor the plan are likely to find this situation desirable or conducive
to the provision of quality medical care.

21, Subsection 417.492(a) (1) (1) requires that the organnization provide written
notice to HCUFA ut least 90 days before the end of the contract period if it does
not intend to renew the contract. Subsection 417.581(b) (2) provides that IICFA
must provide the AAPCC 90 days before the beginning of a contract year. This
time frame wonld not permit an organization to review the adequacy of the
AADPCC in order to declde whether or not to renew the contract. Sihsectlon
417.58H(b) 12) should be amended to provide that HCFA will furnish the AADPCC
180 days before the beginning of the contract year as recommended in our com-
ment 24,

22, We strongly oppose the provisions in subsection 417.532(a) (3). HCFA
shotutld not use the adjusted average per caplta cost as a general limit for reim-
bursenent to a reasonable cost organization as stated in our introductory
comments.

23. Subsections 417.5560(c¢) and (d) address payment for emergency services
und other covered Medicare services for which the organization assumes finan-
cial responsibility and preelndes payment if the charge is greater than the rea-
sonable charge. We recommend that this section include the provisions of 42
CRE 405.2043(¢) (3) which sets forth a more reasonable requirement. That sec-
tion allows the justification of a greater amount by stating “. . . payment of the
charges of a phyxician or other Part B snupplier rather than reasonable charge
for the service defined in Sabpart E of thisx part may be justified if: The phy-
sician or other 'art B supplier furnishes services to enrollees of an HMO on an
infrequent basix, sneh charges represent an insignificant amount of total reim-
bursement to the HMO by the progrom: and suel charges do not exceed the
amonnts charged by such physician or other Part B supplier to other patients
for similar serviees” In caxes when payment for snch services is infrequent and
an insignificant part of total reimbursement, it wonld not be reasonable to expect
an HMO to determine reasonnble charge rates for the various geographic areas
to which its Medicare members travel,

24, Nnbsection 417.584(h) (2) provides that HCFA will furnish each organiza-
tion with its per capital rate of payment (AADPPCC) no later than H0 days hefore
the beginning of the organization’s contraet year. Subsection 417.592(d) requires
the organization to notify HHCKF.A no later than 45 days before the Yeginning of the
contract period of it adjusted commnnity rate, We believe that the proposed
time frames are inadequate. We recommend that the AADPCC for the next con-
traet period be provided to an IIMO or CMDP at least 180 days hefore the end
of the eurrent contract period, aud that the HMO or CMP provide its adjusted
copumunity rate to HOPA at least 120 days before the end of the current con-
tract period, and that HCRPA make a decision on the adequaey of that rate within
30 days of its receipt or the rate is deemed approved. These time frames are
neeessary in order to allow an 1HIMO adequate time to prepare its marketing and
enrollment activities prior to the beginuing of a contraet period. Ninety days
are necessary for this process, partienlarly in the initinl years of a risk .
teaet The proposed S0-day time period for HCPFA's provision of the AANPCC Lo
HAMOs minl CMPs ix meonsistent with subsection $17:432(0) (1) (i) of the pro-
posed regnlations which provides that an HMO or CMP must give at least 90
days notice of eancellation of a eontract, Clearly, the 90-day time frmne for the
AADPCC does not allow adequate time for evaluation and eancellation of the
risk eontraet if an IMO tinds the AAPCC to be Inadeqaate.

Q
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v Seetion 17955 setx forth the method of computing the AADCC. It speclfies
the basiz for the U8 per enpity inenrred cost and geographie ndjustinents. We
recommend that the regulations specify the method for projeeting these costs into
the contract year., including the methods of foreensting inflationary inereases
that will be used to establish the AAI’CC. We also urge that prior to imple-
mentation the AAI’CC be modified to include a disability status adjusted as
noted in the preamble to the regulations,

26, Ax noted in onr introductory comments, we recomimend that the regulations
require 11CFA to provide ench risk contractor adequate information and dnta
for it to ealeulate its AAICC. Since thiy payment methodology is central to the
fimplementation of this program, an HMO or (MY shouid be able to verlfy the
payment amonnt, ax well as make more aceurate projectiong for tinancial plan-
ning purposes,

27, We also recommend that IICFA publish, ag a companion to these regnla-
tions, a monograph on the AAPCC. This would describe how the methodology
works, ow the risk or netuarial factors were determined, how the data is used
and its sonrces, and other relevant factors that would be helpful In developing
a better understanding among [IMOs, CMPs and others nbout the methodology.

2%, Nubsection H17.0940e) (21 () . . . nllows the organization to make an ad-
justment to {1s community rate to refleet the differences in the complexity or
intensity of services furnished to its Medieare enrollees if the adjustment s made
equally to all enrollees.” Subsection $17.504 (¢) (2) (1) containg a similar pro-
vision  Normally an organization weuld analyze the complexity and intensity of
sorvices (o two gronps, those nnder G5 and those over G5, The requirement of
stthseetion A1T.00400)42y (i) and (1) that the ndjustment e made equally to
vall enrollees”™ amd “all enrollees and nonenrolled patients of the organization”
shoull be deleted or changed to read “all Medicare enrollees.” Without this
change, the requirements could be constdued to mean experience rating for non-
Modienre enrollees which is prohibited under the Litle X111 of the Iublic Ilealth
Nervice Aet,

a0 Spbsection 417504 (e (2) provides that the HMO may request a heuring if
it is dissatisfiod with HCPA's determination of the organization’s ACR. This
provision should be extended to include the AADCC because it also affects the
payment rate.

30. In the cage of organizations which eompute the ACR using the jnitial rate
ealrulation deseribed in snbsection 417.594(b)13), we reeommend that item (ix)
Overhead, be eliminated is a separate component of this caleulation, It should
he allocated among direet service components ax is the enrrent common practice.
Overhead is driven by and a funcetion of the direct serviee components,

31, Subsection 417004 (¢) sets forth adjustment factors to the ACR bhut refers
anly to unit of service and complexity or inteusity of services. The prospective
payment system applieable to hospital providers resnlts in a cost per unit that
may be more or less than the organization’s cost from a related provider or
charges from an unrelated provider for non-Medicare eonrollees, This cost differ-
entinl should be recognized by the regulations as an appropriate measure of
intensity for purposes of adjusting the initial rate. Such a cost differential would
be recognized by an organization in developing an ACR for inpatient servicey
provided to enrollees eligible only for Part 8 coverage.

a0 Risk organizations that reeeive reimbursement for enrrent non-risk Medi-
eare enrolloes are paid on a reasonable cost basis (4175240, Tu the ease of
MO or CMDPs who own atdd operats hospitals, it s not elear if Part A payment
will be made under the Prospeetive Payment System (PPS). We recommend
that the regulations specify that Part A payments to 11MOs and CMDPxs for care
in hospitals owned or anuder connmon control with the HMO or ¢MLDP be made
under PI'S fur rensoiible cost enrollees inan 1876 contract.

293 The risk regnliations do not take into considorable the complexities of group
ve individual enrolliments. Subsection 417452 ca) (2 allows another organiza-
tion 1o pav deductible ol colnsuranee amounts on hehalf of au enrollee, 1ow.
ever, snbsoetion 417.502¢h) (1) might indieate thal reductions in premimus aeerne
dircetly to the Medienre enrollee. If the preminm reduction eannot be puaid
directly to (he organization or group that pnid the prennum on behalf of cnrotlees,
Visk orgimizations which have group enrollees aging into Medizare eligibility for
risk mewmboership and have their preminms paid by the group will have severe
difficnttics with group enrollment, In group contracts, HMOs contraet with the
group and not the individnal envollee in the group, If an HMO with n risk con-
trnet has difienity enrolling a group's Medicare enrollees, the overall confracet
between the group and the LI O could be jeopurdized. Since the propused rules
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do not specifically address group related issue, they leave geveral unanswered
questions. Group membeors usually age into Medicare eligibility. Can groups who
py premiuing on behalf of their Medicare members recelve reductions in pre-
miums? Can reductions in premiums be paid in cash?

We recommend that the final regulations provide that groups which pay pre-
miums on hehalf of group enrollees may receive the reduction in premiums and/or
that the savings be returned to the enrollee in the form of cash. We also question
whether a group can make a decision which forces their Medicare employees or
retirees to accept a risk contract.

34. We understand that an organization with an approved risk contract can
coutinue to receive reimbursement for its nonrisk Medicare enrollees through
HCPP contracts under Section 1833 of the Social Security Act. We recommend
that the regulations be clearly amended to clearly set forth this option.

35. The proposed regulations should be amended to address the special problems
raised by federal annuitants,

3G. Some individuals who attain age 65, retire and qualify for Medicare, sub-
sequently return to employment. If such individuals age 65 through 69 are en-
rolled in a risk organization under Medicare, they would lose eligibility when they
return to work if they elect their employer's coverage as primary and Medicare
as secondary. This situation could result in enrolhment/disenrollment problems,
particularly if individuals frequently change their employment,/retirement status.
The proposed regulations should be amended to cover these problems,

We recommend that risk contract eurollees who return to employment retain
enrollee status as inactive members during their period of employment, but not
be counted for payment or capacity purposes. These individuals could reactivate
niembership upon retirement or attaining age 70 and should be counted as “age-
Ing” under the 2 for 1 enrolliment criteria. This process would reduce administra-
tive problems of enrollment, disenrollment and reenrollment,

37. These proposed regulations do not address payment for hospice services
under a risk contract. We recommenq that the proposed regulations be amended
to cover this subject.

38. Finally, we note Congressional passage of the Deflcit Reduction Aet of
1984, which in Section 2330 authorizes the use of a benefit stabilization fund and
expands the type of providers to whom Medicare can make direct payments for
HMO sgervices. We strongly recommend that provisions related to these two
provisions be included in the final regulations. As noted in our introductory com.
ments, that because of the difliculty associated with the implementation of the
requirement for coordinated open enrollment also included in this Act, we rec-
ommend that it be the subject of a separate notice of proposed rulemaking,

We appreciate the opportunity to provide these comments and would be pleased
to discuss the issues raised and to answer any questions.

Very truly yours,
KAISER FOUNDATION HEALTH PrAN,
INc,
(By) RoBERT M. CRANE, Vice Presi-
dent—Government Relations.
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ITEM 2

Kaiser-Permanente’s Medicare Plus
Project: A Successful Medicare
Prospective Payment Demonstration

by Merwyn R. Greenlick, Sara J. Lamb, Theedore M.
Carpenter, Jr.. Thomas S. Fischer, Sylvia D. Marks, and
William J. Cooper

The Medicare Plus project of the Oregon Reglon Kaiser
Permanente Medical Care Program was designed as & :nodel
for prospective payment to increase Health Meintenance Or
ganization (HMO) participation In the Medicare program. The
project demonsirated thet it is possible to design a prospec-

4 area.

Edltcr's tole

1 Saptemtuer 1982 the Hoalth Care Finarcing Administra-
fion (MCFA) awarded contracts to 21 otganizalions fof devel-

ofrahicNs i1 winch alternative health plans wiil contract with
HOF A gt prospochive capitation amounts and market benelit
pachaes in Madicare benelicianes in their service areas.
18 article descimes nna of 1've HCFA-funded contracts to
cave'op and test Health Mantenance Orgamization (HMO)
roUats under prospective capitated reimbursement. The
demunstiaions were desciibed in the Heaith Care Financing
Re. ow, Volume 3, Number 3, March 1932

WGEA 18 lunding an independent evaluation of the Kaiser
: ewcl as well as four others now In the nperational phase

wrich hindings trom the HMO demonsiralions will be pub-
1okt o tulure itsuen ol 1he Review

Bepnnt equests M B Greenlicn, Raiser Permanente Hestih
Sertesy Hesaat, b Cenler an10 S E Belmon: 51, Portlang,
(a1 R FALS

cpment and nnplementation of Medicare competiticn demon-

ol tam.s conlracts. As the evaluahons progress, reports on re-

HoAtLPH CARE FINANUING HEVIEW/Summar 198%Volue 4, Number 4

tive payment System that costs the Medicare program less
than services purchased in the community from fee-forser
vice providers; would provide appropriate payment to the
HMO; and in addition, creates a “'savings” to retufn to benefi
ciaries in the form of comprohensive benefits to molivate
them to enroll in the HMO.

Medicare Plus was highly successtul in recruiting 5,500
new and 1,800 conversion members into the demonstration,
through use of a media campaign, 8 recruitment brochure.
and a telephone information center. Members recruited were
a representative age and gaographic cross saction of the sen:
jor citizen population in the Portland, Oregon metropolitan

Utitization of inpatient services by Medicare Plus members
in the hirst full year (1981) was 1679 days per thousand mem*
bers and decreased 1o 1607 In the second full year (1982).
New members made an average of elght visils per year to am-
bulatory care facllitles.

To oider Americans, the traditional heaith care
system is a vital but bewlldering array of medical
speciaities, hospitals, nursing homes, claim
torms and unplanned expenses. No one can erase
the physical. psychological and €conomic prob-
iems imposed by advancing age. But the medical
care system can move to deal more equitably and
eflectively with the health problems which place
such heavy burdens on older Americans. (Iglehart
and Lane) '

This paper describes a project which attempts lo
deal more equitably and effectively with the health
problems of older peop'e. The Medicare prospective
payment demonstration project (known as Medizare
Plus) of the Oregon Region Kaiser-Permanente Mad:-
cal Care Program (KPMCP) 15 one of several Medicare
expenments {unded by the Health Care Financing Ad-
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Mitisitation (HCFA) The profest's goal is 1o increase
HMO participalion 1 t e Medicare program by de-
81gning and implementing a rodel for prospeciive
payment hal would allow Medicare members ol an
HMO 10 have prepaid benehts similar to HMO young-
er members Such a projec! should;

1 Cosl the Merhcare program less than services
purchased in the community lromn lee-lor-service
providers.

2 Provide apuropriate payment to the ¥ “MCP,
based on an adjustment of its comm..iity rate.

3. Provide a savings to return to beneliclaries es o
meauns ol molivaling them to eneall in the proj:
ect and accepl the KPMCP as trun . w18 proyider
of nunemergency medical services.

A basic component of current national health pol-
icy 1s 10 encourage the development and growlh of
healln maintenance organizations as a cost-elfective
alternative to the fee-for-sarvice health care delvery
System. To that end, it has besn proposed that HMOs
increase their perticipalion in the Medicare and Medi-
caid programs. However, 10 make this attractive to
group practice HMOs, it was necessary that Medicare
and Medicald be changed 1o Inciude HMO operaling
provissons.

An awareness ol the extent to which relmburse-
meat lormulas can allect costs and the failure of ret.
foapeclive cost relmbursement to embody cost con-
sciousness in the deivery of services led to Lhe advo-
cacy of prospechive payment under Medicare. This, In’
turn, led to the development of the Health Care Fi.
nancing Administration's (HCFA) experimentat pro-
gram in thid area,’ and 1o the Inclusion of prospactive
peyment legisiation In the 1982 Tax Equily and Re-
sponsibliity Act (TE ‘RA),

Sullicient Incenti e Is needed for Medicare benefi-
ctares to enroll In F MOs because to do so may mean
changing providers and possibly having less freedom
ol choice ol physic.ians and hospitals.

The Madicare P us project lests the extent to which
this can be acconiplished by paying HMOs 3 mean:
ingtul portion ol .he savings resulting from their efl}s
ciency, which than can be passed on to their Medi-
care mambers in the lorm ol added benelits, lower
rates, or both This requires HCFA to pay HMOS more
{han their adjusted communily rates for providing
Medicare covered services, bul will result in HMO
membaers receiving greater benelits than other Medl-
care benehciaries Although s Is conlrary to the
way Medicare has oporaled previously, il s ¢ssential
i HMO parlicipalion in Medicare is to be Increased.
Incentives lor enroltment in cost-elfective systems
are a bas.c requirgment (or significant dotivery sys-
lem reform It s economicaily sound to reward pru.
den! purchasers ol heallh care services

Thete are a number of melhods for paying HMQs,
two prnciples are essental tor the aclive parlicipa.
hon ol KMO4 9n 3 risk basis:

Poostmect was perlormed ynder REP HCFA 78 OpPR.
20 B
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1. The rate should be determined prospecively on
a per capira basms. Botl the HMO and the Med -
care program should know what the rate will be
in advance 10 allow eftective planning and bud:
gelting.

2. The rate should include the savings which an
HMO creates through its operationat efticien
ctes when compared to non-HMO costs in the
area.

The tnitial rate setting involves a trade-off betwean
maximum expansion of Medicare membership in
HMO's (by including all or most of the savings In the
rate) and ralnignum short.term costs to the Medicare
program.

The KPMCP, which I3 the largest prepald group
practice plan in the United States, has had extensive
experlence In providing care to Medicare and Med)-
cald bsneficiarles and In participating in the deveiop-
ment ol Federal and State regulations concerning
HMOs. Included among the 4.2 million persons coy-
ered In the nine regions of the program are 251,000
Medicare members.

The KPMCP recelves payment for Part A (hospltall-
zation) services on a retrospective cost basis using
standard Medicare relmburcement ryles. Part 8 pay-
ments are based on reltospective cost determination
in accordance with the group practice prepayment
plan provision of the Medicars Act. KPMCP Medicare
members enroll In a supplemental pian which covers
the deductible and coinsurance amounts not covered
by Medlicare and provides selected optional services,
Such as preventive health services, which Medicare
does not cover. Thus, MedIicare dbes not pay the
KPMCP a prospectively determined rate, which is the
usuai way In which an HMO receives payment; not
does the KPMCP have any contracts under Section
1876 of the Act (the Medicare HMO provision).

Although the KPMCP's total Medicere membarship
Is subslantial compared to the total size of most
HMOs, it is only about & percent of the KPMCP's total
membership and most Medicare members were mem:
bers of the Health Plan before they became antitied
to Medicare.

The KPMCP has not made substantlal elforts to en-
roli Medicare beneficlaries who are nat already mem.
bers for the lollowing reasans:

1. The benelit or rale incentives to join are Inade-
quate or uncerlain.

The existing payment provisions (SS1815, 1833,
and 1876) are retroactive, which Is Incons!stent
with the KPMCP's basic methad of operation.

3. The "lock-in" requirements of Section 1676 ere
considered ditticuit, if not irnpossible, lo impose
upon existing Medicare beneficlaries who are
not currently so restricted. .

The KPMCP is able to provide more banefils of low:
or ralos than other insurers because It assures appro-
priate use ol services, especially hospita! services.
Members use substanhally lewer hospital days per
thousand persons than comparable fee-10r-Service

2
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*Erratum:  Oregon's 65+ hospltal rales were 2,901 days per 1,000 in 1978;
4,121 days per 1,000, the number which appeared in thé publication,
is actually the national pate for 1976.

populations. In 1978, belore this project began, Ore. TABLE 2
gon Reglon members were hospitalized at the rate of
384 days per 1,000 person3 enrolled In the program. lnpnll:’nt D'V‘:"”: "02: “‘;"" Plan
This contrasts wilh the national rata in 1978 of 1,225 (Oregon Region) Membars

days per 1,000 persons. For the population age 65 and

over, the rates were 1,630 days per 1,000 for KPMCP fotal
members In Oregon contrasted with *m’ﬁays per Younger Than 65 Yoars Health Plan
1,000 for the State's aged populstion (1978). 65 Years and Over ~_ Members
A gimilar situation in utilization exists in the Medi. 1966 427 1,600 516
care program. KPMCP Medlcare members use sub- 1967 J88 1,505 473
stantiaily fewer days than Medicare beneficiaries who  1968' 355 1313 428
obtaln services trom fes-10r.service providers (see Ta: 1969 3 1,643 487
ble 1). However, under existing Medicare reimburse- 1970 kial 1,533 449
ment provisions, all savings accrue to the Medicare 1971 361 1,572 440
Trust Fund and not to Medicare baneliciaries. Tables 1972 348 1,630 408
2 and 3 compare the utllization retes of hospital days 1973 329 1,604 405
and doctor's office visits of members within the Ore- 1974 310 1,679 392
gon Reglon who are under age 65 with the rates of 1975 27 1,684 411
members age 85 and over. 1076 309 1,653 398
TABLE 1 1977 303 1,707 398
1978 296 1,630 384
Hospliai Days per 1,000 Parsons Age 65 and Ovar 1979 300 1,776 299
1980* 278 1,651 381
Age/Sex Adjusted 1981 262 1,557 382
KFHP Rates 1982 273 1,607 401

(Assuming U.S, *An sxperimental extended care facitily was in operation at

Age, Sex Bass Kaiser Hospifal and artficially reduced ulitization.
KFHP, United Populallon The Med! Plus projecl bagan en in August
NCR  States  Distribution) 1980, .
Pre-Medicare’ 2,322 3,449 2,453
After Medicare? TABLE 3
1967 2,189 3698 2,912 Doctor Office Visits per 1,000 Heeith Plan
1968 2,269 3990 2,552 (Oregon Region) Membars
1969 2,154 4,048 2,338 )
1970 2,019 3,904 2,193 Tote!
71 - 1989 3,838 219 Younger Than 65 Years  Hesllh Plan
1972 1,989 3,635 2,225 65 Yuars and Over'  Memburs
1973 1,990 3,853 2,1Mn
1974 1,797 3,963 1918 :ggg 2270 769 g-ggg
o N 5
- R S S
' ’ ! 969 3,104 4,550 3,207
o 1677 4158 1.9% 970 2,280 4566 3368
e oo e e o w (e 3
z - 1972 2,98 X 067
*Dala are for the two latest pre-Medicace periods fos which 1973 3,015 4,414 3.100
e et MR St B
of . Noriharn California, and calendar year of the ‘ ' -
US (Source: PHS Pubtication No. 1000, Saries 13, Ne. 3). 1978 3,043 4,966 3,165
*fUtilization data Through 1978 for the U.S. genetal poputa- 1976 2,995 4,899 3,123
lion age 83 and ovar are from rid-mo -ly “Hospital Indica- 1977 2915 4,907 3,051
lors” sections of Hospitals. (Sour- W7, 1978, and 1978 2761 4,660 2.891
1979: Meallh United States 1979, ' 1981 issues; 2' . '7
OHMS publicetions No. (PHS) 80-1:0.. 1) 81:1232 and 1979 ,567 4629 211
(PHS) 82.1232 ) Avarage poputation ligu:~s used Lo converl 1980* 2,546 4,984 2,734
lotal hospnatl days (o rates per 1'000 won: estimates of ~ » 1981 2,559 4,989 2,783
tesident Civitian poputation as of July U of each year.
gowco. ;‘moclv:d |s;uos of US Department of G ® 1982 2'55: 5'183 2817
ureent Poputation Reporls. ‘Includes under 65 Medicare disable
'The 1967 hospital day rale »8 age-adjusied onty Hospila) 'The Medicare Plus Project began envoltment in August
days by male-lamale dislnbutions are not available 1980,
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Project Design

Tho specilic objectives ol the Med:care Plus proj.
ecl, were to develop, implement, and evi:uvale:
1. A prospective payment system for Medicare
members of tho Oregon Region of the KPMCP;
2. A system for enrolling the new Medicare mem.
bers,

3. A service and benelit expenment to lesl the tac-

tors influencing enroliment.

Tne project design encompasses the essential lea.
tures of the exparimental capitation model outllined
by HCFA 1n tha originai call for proposals:

- 1tis consislenl with principles of prepayinent,
It provides appropriate revenue lo the HMO.

It is administratively manageable.

. It provides savings to the Federal government.
It promotes the efficient delivery of neallh ser
vices,

It has incenlives for benaficlaries to enroll.

1t promotes quaiity of zare.

- It providcs comprehensive heaith care services.
. It allows freedom of ¢cholce.

PR N -

XIS

Prospective Payment System

Undar th:s experiment, the KPMCP recsives pay-
ment from HCFA at the beginning of each month for
each Medicare Plus member, The payment includes
KPMCP's adjusted cornmunity rate for Madicare cov.
ered services (ACR), and Ihe savings which provide
addilional benefils. The ACR covers all Madicare A
and 8 services and is ad]usted 1o reflecl dilferences
In benents, uiitizalion rates, and the effective date of
the rate and time/complexity factors required to pro
vide services lor Medicare enrolless compared to
other enrollees of the Health Plan. This ACR is all
that KPMCP receives for Mudicare covered sarvices.
in addition to the ACR, the monthly paymant covers
all standard Medcare supplernental benelits, plus
payment tor speclai new member services. These ad-
ditional benelits and services are provided from the
*‘savings,” the difference betwaen the ACR and 95
percent of what Medicare caiculales il would pay for
thesa beneficiaries in the fee.for-service system (the
average adjusted per capita cos! of AAPCC).

Each year a rate of payment is calcutated for the
coming year This caiculation requires the loliowing
four steps.

1. Calculale the rates comprising the "AAPCC
ratebook."

HCFA's Othice of Financial and Actuarial Analysis
compules a singie rate for each cell of a "ratebook.”
There is a cell for each single calegory of person,
characlorized by age, sex, county of residence, wel-
fare stajus. and institutionat status, For example,
there 13 a rate 1or a woan, between age 85 and 89
ving 1n county A " not on weilare, but hving in an
nshituiton There s a rale for a man, younger than

a8
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age 65 but disahled, linng in county “B," on wellare,
but not lving 1 an instution. The rate in each cell Is
95 parcent of the projecied average per capita cost of
non'HMO Medicare benaliciaries in thal cell.

2. Forecast popuiation distribution,

This step involves forecasting the percanlage distri-
bution of aged and disabled Medicare beneficlarles to
be enrolled in the next year in each cell of the "over.
all ratebook.” This ‘vas a particular problem f¢r the
first year of the projest since (he distribution 10 be
enrolled was unknown. For the first year (1980), exist.
ing KPMCP Madicare membership distributions were
used lo project age, sex, and county distributions.
Welfars membership was projected o be 2ero and In-
stitutionaiizes membership was eslimated to be 0.5
percenl. These were conservative gslimates since the
actual membership was expecled to approximate the
characteristics of the Medicare beneficiaries ot the
community, a somewhat o'er population than the
Oregon KPMCP's, The actual characteristics of the
Medicare Plus enrolled Population were used for pro-
jections in subsequent years. .

3. Calculate composite monthly capitation rates,

This step involves taking a weighted average of the
rales to yield a singie rale of payment, using the pop-
ulation distributions trom Step 2.

4. Becalculate rates of payment retroactively.

Whiie the rates calculated in Step 1 are lotally pro-
spactive, the actual poputation distribution for each
year is used in a final adjusiment, If diftetent popula.
tion characteristics yield a different aclual rate of
payment, adjustments are made as noted below.

Developing the adjusled community rate (ACR)
each year requires the following steps.

1. Compute a program-wide community rate
(CR).

The communlty rale is |he per member, per month
revenue required 1o provide prepaid heatth care ser-
vices to enrolled membars.

2. Disaggregate the CR into specific
components,

The tolal forecasted CR is separated Into major
components of Part A and Part B services and Isep-
portioned to the Medicare ¢ost calegorles in a man-
ner consistent with current Medicare reimbursement
guidelines,

3. Develop adjustment factors.

Two types of adjusiment faclors are necessary to
properly refiect the varying cost of providing services
to specific poputations— volume factors and time and
compleuty taclors. Volume factors reflec| ditterent
use rates for lhe vanous componenls by the specific
Population. The time and complexity adjustment
lakes into account variaiions in tho amounl of time
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and rosources necossary to provide a given volume of
servicas 1o ditferant populalions. These are calcu-
laled tor both hospital and medical services.

Tabie 4 summarnizes the ACR and AAPCC calr ula-
tions for 1980-1983 in 1980 the dilference belw aen
these lwo amounts, that 1s, the dillerence beti.een 95
percent ol Medicare's average adjusted per capita
cosl {AAPCC) and the Oregon KPMCP's adjusted
community rate (ACR), was $19.71 per month. In 1981
the savings was $19.38, $16.76 in 1982, and $26.76 in
1983. This 'savings’ is returned to the beneficiary as
a "reward” for selecting a more effician! medical care
program. Under Medicare us, the Hrst priority for
use of the savings is to pay for Medicare Suppiemen-
tai coverage.

TABLEA

Summary of Payment Calcuiation’Combined
Aged and Disabled

1980 1981 1882 1983

95% of Average Adjusied
Per Capita Cosl

{AAPCC) 97.90 113.65 139.65 165.44
Adjustied Communily

Rate (ACR) 78.19 9427 122.89 138.68
Savings 19.71 19.38 16.76 26.76
New Member Enlry 1.t5 115 .50 1.00
Benelit Statniszation

Fund 338 110 <247> 1,02

Avaiiabie to Ollset
Medicare Suppiemental

GCoverage 1518 17.13 18.43 24.74
Medicare Suppiemental

Dues 1518 17.13 23.43 27.74
Required Member

Contribution 00 .00 500 3.00

Before this experiment, ali Medicare members in
the Health Plan were responsibie for a monthly prem!.
um to cover the cost of Heailh Plan covered services
not inciuded under Medicare ind of Medicare deduc:
tibles and coinsurance. The M.edicare supplemental
coverage (M-plan) was developad in order to provide
aged KPMCP members the same benelits and access
1o the program as younger members. In addition to
paying M-plan dues, the experiment enhances but
does not significantly change the care received by
Madicare Pius members and provides some new ser:
vices. The amount ailocated lor these new services in
the first two years was $1.15 per membat, per month.

Any portion of the savings which is not required for
current benefit and service packages is tetained by
HCFA In a benelit stabilization fund (BSF) to smooth
out year-to-year varialions which are caused by caicu-
iating the AAPCC and ACR independently of sach
other and making annual retroactive adjustments for
variancos betwean actuai and forecasted demograph

HEALTH CARE FINANCING REVIEWISummer 198 LVolume 4, Numbet &

1¢s. Al the ond of t980, the BSF conlained $118,616;
of 1his, $77,293 denved from the t980 payment lormu.
ia and $41,323 from the retroaclive demographic ad-
jusiment. This fund grew to $315,000 by year end
1981, and was drawn on n 1982 lo modarate the rate
increase,

Benefits Experiment

A major purpose of the benelits experiment was to
expiore the exient to which the KPMCP could attract
new Medicare enroiiees. These new enrollees would
have to give up their previous methods of recelving
medical care and agree o recelve all their medical
services through the KPMCP, except in an emergen.
cy. This obviously would be a profound change for
some older people, especialiy if they were satisfied
with the medical care they wure receiving.

To encourage them to join an HMO, Medicare bene-
ficlaries were oflered a variety of health benelits not
covered by Medicare. All project anroiiees recelved
Medicare suppiemental coverags with dues paid from
the savings generated by this demonstration. Some
Medicare beneficlaries, however, were also offered
optional benslits for small additional dues, The exper-
iment was intended lo expiore which new heaith
benelits or combination cf benclits were most effec-
tive In recrulting new Medicare members,

Persons applying during the first two months of en:
rofiment were randomily assigned to one of two ex-
periment groups. Half were offered only Medicare
supplemental coverage (M-plan} for no monthly cost,
whiie haif were offered a choice of tha M:plan alone
{at no cosl) or the M:plan pius the chance to pur-
chase one nf three optional benelit packages (see
Figure 1).

Randomization was determined by the soclal secu:
rity number for new applicants and by the Health Pian
identification 1umber for conversion sppiicants. Fami.
lies were randomized as a unit based on the lirst
number provided; thus, husband and wife were of
lered the same coverage options.

Marketing Plan

The marketing plan to recruit 4,000 members began
with a two.week media campaign designed to ensure
that all Medicare beneficiaries in the sarvice area
would be inviled to jnin the project duting the aix:
month open enroliment period. Marketing material
a1so emphasized the need lor each individual to
weigh the advantages and disadvantages of enroliing
based on his/her individual situation and require-
ments for care.

Television announcements ran in 95 spots (60 or 30
seconds) on all four local commercial stations. They
were shown about six times & day during popular
viewing times for senior citizens. The telavision an.
nount t was tul in reaching a very high
proportion of the area's sentor citizens.
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Trn A UUAKE PLUS
ot O1TONS - CHOOSE ONE |4

- Your Monthly Cost  $0 [J

COIMPREHEI\SNE MEDICAL CARE BENEFITS
including

For No Charge:

Complete hosplial services (inpaiteni and outpatient)
Including all physicians' and surgeons' services In a Kalser.
Permanente facility,

All iaboratory services, X-ray tests and therapy, casts and
dressings,

Prescribed home health and horaemakers' gervices.
Up to 100 days per year or per spell of lliness (whichever is
greater) In an approved skilled nursing facllity,
For $2 per Vislt at Kaiser-Permanente Facllities:
All physicians' services and medical office wisits,
Preventive heatth care services, Including physical .
exemination and most immunizations,
All emergency care.
Physical therapy.
Vision and hearing examinations.

Other:

Reimbursement lot medical care services lor emergency ot
unexpected conditions when you are elther traveling out of
the Portland-Vancouver ser e area of are unable |0 come
10 8 Katser-Permanente facility because of your medical
condition.

Mental health services: Paychlatrists — 82 gach outpatient
visit (Itmit 6 per year): other professionals — 92 each ,
outpatlent vislt {no imlt). Inpatient psychiatric services for
no charge (190 day lifetime timit),

All other Medicare covetad services, such as ambulance,
prosthetic devices, and durable medical equipment.

Your Monthly Cost
$6 [

COMPREHENSIVE
BENEFITS + DRUGS,
EYEGLASSES, AND
HEARING AIDS,
Including

¢ All benefits on page 4,

* Each prescription (or 30-day
supply) for 81, when ordered
by a Kaiser.Permanenie
phytician sad obtained at 8
Kalser-Permanente
pharmacy,

Hearing alds, at no charge,
when prescribed and obtained
at Kalser.Permanente
faciitles.

Eyeglasses, lenses and
frames (fom a specified
selection) at no charge when
prescribed and obtalned at
Kalser -Permanente facilities,

Your Monthly Cost

Your Monthly Cost
$9.81 []

COMPREHENSIVE
BENEFITS +
DENTAL CARE,
including

* All benefits on page 4.

* Total dental core, including
examinations, cleaning of
teeth, Allings, dentures and
other prosthetic devices at no
charge when prescribed and
obtained at Kalser-
Permanente dentat faciliies.

$15.81 (]

COMPREHENSIVE BENEFITS + DRUGS,
EYEGLASSES, AND HEARING AID
COVERAGE + DENTAL CARE, including

¢ All the benefits described on page 4 and in the two
options above on this page.
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A newspapsr announcement including a mail-in
coupon and a telephone number appeared 20 times in
malor local papers and several speclaity publications.
The medla campaign was supplemented belore and
after by regular contacts with e nelwork of public and
private agencies serving the elderly.

The major focus of the marketing plan was to en-
courage interested Medicare beneficiaries to request
Information about Medicare Plus. Applications and
brochures explaining the program were sent to those
who did so. Considerabie effort went into developing
a recruitment brochure that clearly explained the
complexities of the project énd outiined the eliglblity
requirements, the advantages and iimitations of join.
ing the program, and the procedures for enrolling.

Care was taken to fully Inform potential enrollses
of the unique features of the demonstration, such as
the need to obtain all services through KPMCP (thus
glving up Medicare payment for services performed
by other providers), Potential enrolless were informed
that the program was subject to change and that they
muat maintain thelr Part B coverags. The brochure
pages describing the program's limitations are shawn
In Figure 2 to illustrate how the wording, use of tyse,
and layout contribute to communicating clearly wivk
poteriial enroliees.

Second Marketing Campaign

The Initial target enroliment of 4,000 was assured in
July 1980, two months after beginning of marketing.
At that time the enroliment limit was ralsed to 5,500
and a second marketing campaign began to enroll
1,500 additional members by the end of the year. This
campaign featured 77 talevision announcements, a
limited number of newspaper announcements, and a
news reiease to about 60 iocal senlor citizen
agencies. An Inquiry letter was sent to persons who
had indicated intetest during the first campaign but
had not yet applied.

Tetephone Center

When enroliment began, a Medicate Plus telephone
center was opened in KPMCP administrative offices.
Temporary empioyees stafling the center were given
a two-day orlentation program and a relerence manual
80 they would provide consistent Infotrmation to
callers. Telephone response was 8o heavy during the
lirst week of the media campalgn that It became
neces. ary {0 hire and irain three additional operators
and to add thres phone fines to the existing six. A re.
cording device was installed to take messages after
working hours. The telephone center remained open
for seven months 1o respond to enroliment requests
and to coordinate the enroliment process and new
member mailings.
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To provide personal assistance to applicants, assis-
tance desks were sel up al a number of local senlor
conters and at KPMCP facliities throughout the
metropolitan area.

Conversion Members

The conversion of existing Health Plan members to
Medicare Pius was limited in ordor for Medicare to
achieve a net savings on this demonstration, Under
the demonstration contract, which is based on what
HCFA calculates it would pay for services In the fee-
for-service system, HCFA would pay more for an
existing Medicare Heaith Sian member under Medi-
care Plus than under existing taw. Therefore, KPMCP
agreed to convert only one Health Plan member for
each thres new members enrolled.

Brochures and applications were mailed to ali 9,000
nongroup Medicare Health Plan members. From the
3,000 who responded, 1,500 were randomly selected
and 300 more were put on a waiting list. These 300
additiona) applicants were accepled when It was as-
sured that new member enroliment would reach 5,500,

A small number of Health Plan members com-
plained about the conversion limitation because they
were treated less favorably than new members. Most
accepted the explanation that the conversion limita.
tion was necessary 10 achleve the goal of the demon.
stration, that is, to change Federal legistation to aiiow
all Medicare beneficiaries the option of receiving
medical care on a prepayment basis.

Other Marketing Activitles

Due to the success of the lelevision campalgn,
other marketing actlvilies were very limited. A 'etter
wlith a tear-off return postcard was sent to 40,000
Health Plan members under age 65 asking them to In-
form their frlends and relatives about Medicare Plus.
This was done after the media campaign. Approxi.
mately 1 percent responded. During the six-month
open enroliment period, a speaker's bureau was main-
tained and presentations were made to all groups
who requested them. In a special elfort to reach iow-
Income groups, recruitment material was distributed
to all public housing locations and speakers were
sent to severai public housing meetings. The eight
AAA senior citizen centers in the metropolitan area
served as Information and referral points.

Marketing Campaign Results

The media campalgn genorated requests for about
15,000 information packets. Those requesting packets
were representative of thegenior citizens living in the
area in totms of county ol residence and age (see
Table 5). Over two-thirds of the inquiries were made
by telephone, mos! ol the remaindet came from the
mall-in coupons
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IS THIS SPECIAL PROGRAM REALLY FOR YOU?

Some Limitations

[y

Before you join MEDICARE PLUS, you should -
review carefully this Important information about the
program,

’ D This program may not be advantugeous to you If you
live outside the Portland-Vancouver area for many
months each year.

D By Mﬂ!ﬁ. MEDICARE PLUS, you agree ta recelve all

of your health eare services 'ou_é}l\ ?‘lm‘
Petmanente ﬂ':lilllei E lans, and stefl,
Neither Medicase nor MEDICARE'PLUS will puy-for
care received fom other providers except lor an
emergency In which pou ¢ould nat reasonably be
expected to get to a Kaiser-Permanente facllity because
of your edical eondition.Currently you do not have
this limitation for Medicere covered services.

DMIINVYNIS FUYI HLTVIN

You wAll be Joining a large, possibly untamiliur health
care program and you will need (o learn wur way
around this system.

You must malntain your Part B Medicare coverage.

ERIC
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D The MEDICARE PLUS progran is subject to change:

Benefits could change somewhat during the
program. There Is also the possibility that you may
have to pay a small monthly charge for MEDICARE
PLUS benefits in 1981 or 1982,

The program ends on Uecember 31, 1982,

At the end of the program, you will st have your

Medicare benefits. You may choose o rensain a

member of the Kaiser Foundativn Health Plan and

convert to the stundard Medicare coordinated

coverage (which doas not Include prepaid 8
prescription drugs, hearing alds, eyeglasves, and

dental care), but you may have to pay lor It yoursell,

This coverage now cosis about $15 a month.

Professional liability or hospital liability clatms
exceeding $500 for bodily injury, mental disturbance,
or death must be submitted to binding arbitration.

While you may drop out of MEDICARE PLUS at any
time, with 30 da s hotice, you may not be able 1o
rejoin later. However, you may choose to remaln a
member of the Kaiser Foundation Health Plan and
convert to the standard Medicare coordinated
coverage but you may have to pay for it yourself,
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TABLES
Marketing information Requests, by Age of Requestor

TABLES

Percent of Packets Returned by Source of Reques)

_Number Percent . Age Percent Returned Source

415 7.0% Under 65 51.9% Telephone or Walk.in
1851 N3 65-69 39.2% Newspaper Coupons
1535 259 70-74 44.3% Staff Presentation
1135 19.2 7579 27.0% Maii-Out to Under 65

620 10.5 80-84 _ Members

2;2 :g gggg A76% TOTAL

. it P ',
i o1 9599 {n = 7508 reyuests)
8 0.1 100 or more

5921 100.0%

‘Inciudes packets requested through October 31, 1980,
Those with unknown age (2692) ware excluded.

Approximately 49 percent of the information
packets mailed by September 28 resuited in one or
more appiications buing returned for enroliment by
Octlober 31. The application response rate was about
the same for each of the five-year age categories over
age 65 and (or urban and rural areas of the five.
county area. The response rale was highest (about 52
percent) for lelphone requests; mait-in corpons had a
response rate of about 39 percent (see Table 6).

The marketing campaign was effective in notifying
the eligible participants and in atiracting people who
wera likely to enroll. It was also successiui in atiract:
ing a representative age and geographic cross sec:
tion of the senior citizen population. This is a signiti-
cant linding since some peop!e in the Federa! govern-
ment were concerned that only a limlted and specia!
subgroup of the aged population would be Invited to
Join the program,

Enroliment Resulls

The ~«4ia campaign obtained an impressive re.
spons...’. - ,ulting in 3,500 enroliment request cards
submii‘ - 1o HCFA in June and July, 1980, From
these r. ,uasts, about 2,000 new members were en:
rolled for August 1 coverage and 1,400 for September
1 coverage. For the remainder of the year, new mam:
ber enroliment leveled off at 500-600 each month; the
target 5,500 membership was reacted on January 1,
1981 and a high of 5,888 was reached on March 1,
1981. Applications received after enroliment closed
on November 30, 1980 were placed on ¢ walting list
and none of these appiications was processed until
August 1981 when dealh and nancellation experience
reduced the new membership. Conversion member
ship teached a high of 1,904 for February 1, 1881
coverage. Table 7 shows year-end membership fiow.

A total of 655 membars died or requasted termina.
tion during the first coverage year for a termination
rale of 7.9 percent. About one-third of these cancella:
tions resuited from death of the member.

TABLE?
Medicare Plus Year-End Memberskip, 1980-1982

1980 1961 1982
New Conversion Total New Conversion Tota! New Conversion Total
Base (only) 2414 800 3214 1581 563 2144 1953 678 2631
Base + SB' 1588 403 1991 2404 714 3118 2447 592 3039
Base + DNT R! 106 14 120 132 35 167 ] 24 110
Base + DNTR
+ 58 997 334 1331 1557 543 2100 1339 462 1801
TOTAL 5105 1551 6656 5674 1855 7529 5825 1756 7581
‘5pectlat Benelits consist of prescription drugs, vision and hearing ads.
'DNY R—Dental Benalit
HEALTH CARE FINANCING REVIEWISummer 1982Volume 4, Number 4 q3

ERIC

Aruitoxt provided by Eic:

103




100

Population Characteristics of Enrollees

The population enrolled i3 somewhat older than the
Heailth Plan's existing over age 65 membership (see
Tabte 8 for comparison of Heaith Pian and Portiand
populations). One-sixth of the new members are over
80 years of age and three members are over 100 years
of age. The male/famale distribution is 40/60 for mem:
bers aged 65-80 and 35/85 for members over age 80.
The proportion of disabted enroliees (4 percent) is
simiiar lo the proportion of disabied members in the
Heaith Plan's Medicare population. The enroliment re-
sulls indicate that a représentative age and geo-
graphicai cross section of the senior citizen popuia-
tion was enrolled. The 5,£00 new members represent
4 percent of the eilgibie poputation in the five.county
anroliment area. This new enroitment brought the
KPMCP's proportion up to t7 percent of the total
over age 65 popuiation in the market area served by
the Heaith Pian.

TABLES
Medicare Plus Comparative Age Distribution

Medi. KFHP65+  Portland &
care (Less Salem SMSA
Age Group Plus  Med Plus) B.P.A. Est.
6569: Maie 13.7 19.6 153
Femaie 19.5 219 19.0
Totat  33.2% 415% 34.3%
70.74:  Male 122 12.4 1.4
Female 171 14.5 15.4
o _Total  29.3% 26.9% 26 8%
7579;:  Male 8.3 6.6 7.3
Female 120 9.4 11.3
Total 20.3%. 16.0% 18.6%
80-84: Male 4.1 3.4 45
Female 6.9 6.3 8.0
_Total 11.0% 8.7% 125%
85+ Male 2.1 L9 26
Female 4.1 40 52
Total 6.2% 59% 1.8%
TOTAL 100.0%  100.0% 100.0%

Benelit Experiment Resuits

There was no statistically significant difference in
the proportion of applications returned by those of-
tered basic Medicare Plus af no charge (49 percent)
and those offered an addilional opporiunity lo pur-
chase one of three optional benelit packages (47 per-
cent). The experimental randomizalion was discon-
tinued after two months and, early in 1981, all Medi-
care Plus members were given a chance to add, drop,
or change optional benelits with the result that over
70 percent of members enrolled in une of the three
exlra packages.
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New Member Entry Program

The speciat services and materiais deveioped for
this population were designed to ensure the effective
transition of Medicare Pius members into this large,
relatively complex program. The new member ¢ Wry
program included a member handbook, a health infor.
mation form, special reserved appointment pro-
cedures, telephone injormational tapes, member
newslelters, medicai office open houses, and, most
critically, a Medicare Plus representative. The pro-
@ram was tinanced during the tirst year by $1.15 per
member per month from the savings.

A key component of the program was the Medicare
Plus representalive, who played an important role in
the devalopment of the new member entry program
and In staf! orientation. The major functions of the
repretentative were to direct new member orientation,
to sen-e as health care coordinator and ombudsman
for project enrolleas, and to intorm KPMCP operating
personnel about the speciai services, banelits, and
circumstances of project enrollees. During the be-
ginning of the project, his office handled at least
1,000 inquiries each month.

A Medicare Plus Member Handbook, designed
especially for this population, conlained step-by-step
{nformation on how to use services (including a con-
tacl guide which told the new member whal to do lo
obtain specttic services such as medical advice). In-*
formation about benetits, doctor appointments, physi-
cal examinations, prescription relilis, or emergency
service was also included The handbook was written
in sasy-to-read language and was designed using
large print (see Figure J). A service guide, including
physicians’ names, a list of tacilities and telephone
numbers, a map of facllities, and other material, was
aiso produced |o assisl new members.

A heaith information form was created to obtain
current health status information from members and
to identify chronic conditions which might need Im-
mediate medical attention. The form was designed
using large print with a few simple questions 1o en-
courage a high response rate; more than 90 percent
were completed and returned. A physician reviewed
the forms and the Medicare Plus representative made
appointments, it necessary. Appointments were re-,
served on the schedules of primary care pre-: ‘ers for
Medicare Plus members who required imm te care
or who were anxious to estabiish a patient - ctor re-
lationship. In addilion, project team members de-
signed a protocol for KPMCP pharmacles to make it
easler for Medicare Plus members to obtain neces-
sary prescription refilis during this transition period.

Recorded lelephone tapes gave information similar
to that provided in the new member handbook, and
telephone numbers for the six tapes were jisted In
the handbook as well as on a prinied card sent to the
member's home. Bi-monthly newstelters were pub-
tished to reinforce inlormation about KPMCP services
and Medicare Pius coverage and to provide a means
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WHAT TO DO

1 MEDICAL ADVICE
You don't feel well but are not sure whether you nved 1o
see the doctor or
You need advice about 3 medical problem

Phone any one of the MEDICAL ADVICE NUMBERS
lsted on pages 1214

and

Have your Health Plan Identification card handy

2 BENEFITS/“HOW TO"/QUESTIONS
You're not sure whether you are covered for the service
needed ot
You don't know how o “use the system™ or
You need help selecting a doctor

Reler to the Health Plan Setvwe Agreement or
Phone the taped telephone 9 bers listed on the
inside.back cover or

Phone your MEDICARE PLUS REPRESENTATIVE at
224.PLUS

3 DOCTOR'S APPOINTMENT
You feel sick or
You want ya.t new doctor to take ovet treatment of your
diabetes. high blood pressure, etc of
You want to become acquainted wath your new doctor

Select @ FAMILY PRACTICE or INTERNAL MEDICINE
physcun at a convemently located medical office and phone
the APPOINTMENT NUMBER for an appointment (See
pages 1218 for telephone numbers and additional
nformation )

4 PHYSICAL EXAMINATION
You feel fine, but have not had a physical exam fer 18
months of rnote

[}
Call the Health Appraisal Center at 777-4611 Tell the ap:
poiniment chetk you are 8 new MEDICARE PLUS member
and would like a phyweal or
Select a personal Kaises-Permanente physician and make

an appointment with him (See page 4 for mote informa-
tion |

5 PRESCRIPTION REFILL
You feel hne, but need a new supply of necessary
mediines

Call the pPhamory at a convenently located Kaher-
Pecmanenie medical office (See pages 17.18 for mote
formotion )

6 EMERGENCY

HEALTH CARE FINANCING REVIEWISummer 1983Volume 4, Number 4
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Go fo the neatest hospital Emergerncy Room of call
2859321 or 653 4411, (See page 15 )
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of comrnumcation tor tne Medicare Pius rupresenta:
tive.

Ass,sied by medica oltice siall, the Medicare Plus
representative conducted 15 open houses at various
KPMGP facililies. New miembsrs were inviled 10 have
their questions arswered and o fearn how o yse the
raadical offica of their choice, how to make an ap-
pointment, how to get a nprescriution, and whera ser.
vice depariments are located. Approximately 10 per-
cent ol new members aitended (a considerabiy tigher
response Lhan i$ genaratly achieved (or this typs a!
orientation of Haaith Plan members).

Utilization

Medicare Plus membars used hospital beds at a
rate ol about'1,677 days per 1,000 members per yeas
during the firat 12 monthy of service (Table 9). This
rate 1s slightly higher than that of othe* over age 65
members, but it is apgroximately what was predictad
for this poputation. Far comparison, the use rate in
this age group in the Portiang SMSA in 1378 was
3,142 days per 1,000 peaple par year, according to
data from the Oregon Stats Heallh Planning Agency

On the other hand, the annuatized utilization rate
tor oltice visits per 1,000 members is somewhat
higher than lor other Medicare marbers and Is also
somewhat higher than prodicted The da‘a tor 1980
1932 are given in Table 10.

The rsmber of visils tor this popuiation seems to
be relatively stabie; theratore, this populaticn may re-
quire sornewhat more ambulatory care than was pre-
dicted (Table 10). This, of course, has iinplications lor
both ~st and organization ol cara. For exampie, erly
data inaicate Ihat estimates of prescription utitization
for Medicare Plus mermbers with a prepaid prescrip.
tion benelit are also t¢o low. This caused a Signili-
cant increase in the prescription prepayment. rate for
1982. Skilled nursing lacility utiliration was Initialty
fower than predicted 1vd this pattern has continusd.

[
TABLE 10
Madicare Plus
Nutpatient Utitization
Visits per 1000 members, par year
Percent
Medicare Other Medicare
Pius NMedicare Pius Higher

1980
Physician 5875 4752 24
Nonphysician 2303 1568 a7
TOTAL 8178 6320 o]

1981
Physiclan 5762 4513 ]
Nonphysisian 2009 1583 28
TOTAL mn 6083 b4

1982
Physician 5780 4914 17
Nonphysiclan 20 1521 a2
TOTAL 7790 6462 2

Assessment of the dotszminants of this utifization
pattarn hau tagun and various hypotheses ase being
“itered. One hypothasis that must be considerad is
that the barriers ¢f the existing Medicare system pro-
duced a signilicant amount of unmet need that has
becomse manitest when these burriers were removed.
Another hypothosis is ihat people who are more likely
to seiecl an HMO are those with a higher propeasity
to use services. I ia possible that utitization may be
reduced after peopic become more familiar with the
system.

TABLE®R

Modicare Plus
Heapital Utilization by Discharge Days

Kaiser
Foundation  Supplemantal Nonemergency fotal Mean
Hospiials Beds Claiins Hospital Days Member Mcnths

1980’ davs 2148 157 577 28R2 1904*
Days per 1000 per year 1128 83 303 1514
1981 days 12024 266 299 12599 7505
Days pe1 1000 per yoar 1603 a5 40 1675
1982 days 11987 A -0 12027 7404
Days per 1000 per year 1602 K] -~0- 1607

‘Aug st thtough DecemSer 1980
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. Claims

One of tha problems znlicipated in the design of
the demonslration was ensuring a smooth transition
of Medicare benetliciaries from tne fee.for-service
Medicare system into the KPMCP. One significant as:
pect of 1his transition relates lo the "lock-in" provi-
sion of prospeclive payment; that 18, the requiremer:t
thal ail beneficiaries must receive afl nonemergency
care in the KPMCP. During the slart-up phase, the
number of outside ciaims posed a signiticant prob-
lem. In order tc énsure an orderly transition, the
Heaith Plan agreed to pay most ciaims for oul-ol-pian
38, even though it had a legal responsibiiity to pay
claims only for in- or out-of-area emerguncies or for
serious iiiness out-of-area. Al first and second Part A
claims for covered services received from Medicare
Plus members before June 1, 1981 were paid. Most
Part B ciaims tfuring the same period were also paitd.

A total o! 1,572 claims were paid for all outside ser.
vices used 10 1980, Thase claims tutaied $685,000, of
which 74 percent of the doilars and €5 percent of the
claims were for nonreferred services. Most of these
claim$ wouid have been rejected for other Heaith
Plan metnbers but wers paid for Medicare Plus mem-
bers during the firsl 10 months of the experiment.
While 8% percent of tive 1980 nonreferred clairns wern
Part B claims, 87 percen! of the doltars sgent were for
Part A,

Aimost 90 percent of Lthe oulside claims wers in.
curred within the first two months of memivership. A
higher proportion of oider inambers submitted claims
1han yourger members (Table 11}. The 789 inembers
{for whom 1,572 claims were pald) rupresent almost
12 percent of the 1otal ma:.nbership. (This table in.
cludes members ‘who wete referred for outside ser
vices, as well as those who submilted claims for non.
referred services,) Twenty pe:sent of members for
whom outside claims were pald ‘or service in 1980
had terminated by June 1981,

TABLE 14

Medicare Piyg
Age Distribution of Members
and Members Who Submitted Claims, Year Enil 1920

Menbers
Totai wilh

Age Groups Membership  Ciaims % of Total
Less than 65 233 38 16.3
656y 2,130 202 45
70-74 1,884 204 108
7579 1,305 169 1289
80-84 705 103 146
85 and over 199 73 183

Totat 6.656 789 118
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Severai slrateies ware geveloped o bring Lhis
problem under conliol The most irnportant was the
implementation in the region of a naw position, the
Patiet Caie Coordinator, who was charged with con-
tacting the hospitals of the communily and facilital.
ing Ihe transtar of mambers to KPMCP hospitais.

Claims decreased markedly afler 1980, The cost per
member, per month for the first six months of 1981
was $10, less than hall the amount of the praceding
period. As a result »f the policy change in June 1981,
cosls dropped further to $3.22 per meniber, per
month, excluding referred services.

Summary

The Medicare Pius project domonsirsted thal it Is
posasible to design a workable prospective payment
syslem and (nal Medicare beneliciariss can be moti
vated to jolr an HMO by offering tham a premium
$aving cr more henefits than they vsually have avail-
abje. Aithough outpationt ulifization was somewhat
higher than predicted, inpatient utilization was near
predictions for this population. tnitially high claims
experience was probably prolonged by a deilberately
lenient claimns policy, bul the problem was ccntrolled
by the end of 1he first 12 months. An annual canceifa:
tion rale of approximately 5 percent Indlcates a high
ievel of member acceptance

The enroliment of 5,500 new Medicare members in-
to the hPMCP ralses the percentage of over age 65
members from 6.8 percent in 1979 to 9.4 percent in
1981. As a result the KPMCP now =erves 17 pe‘cent
of all Medicare beneficiaries in the Portland SMSA.
The Heallh Pian's overall market peretration for 1984
was 19 percent.

These tindings indicata the feasidiity of public
polity encouraging snroliment in PMO's Oy increas.
inQ thelr participation In thie Medicare program. Thoy
also demcnslrate that increasing Medicare enrollment
in HMO's has a potential to help contin Medicare
co3ts and decrease hospital Gtilization for an increas.
ingly agier popuiation in the United States. The provi:
sions nescessary for encouragig more HMOs to com.
pote for Medi busi are now - d into law
in the Tax Equity and Fiscal Rosponsibility Act of
1982. By year end 1983, the final reguiations should
be in place to al'ow all qualified HMO'3 10 enter into
prospeclive payment contracts with HCFA. This fi;st
report on 1he payment, me “keling, and enrollmant as-
pects of the KPMCP Medicare Plus demonstration
viili be loliowed by a series of research reports of
other findings refated to utitization, membor satisfac-
tior;, and provision of new services,
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ITEM 3

AR Lyxt 1L

Survey Finds IEl;i_eJ; :‘—ﬁighly Satisfied” With Kaiser Portland's

Medicare Plus Progrun

A memborship satisfaction survey
of the three and a-half year old
Medicare Plus demonstration pro-
gram at the Kaiser Permanente
Medical Care Program in Portland,
Oreg. indicates a "highly satisfied”
Medicare Plus membership.

Data from the survey reveals
that 92 percent of the respondents
were satisfied and only 2 percent
dissatisfied with the KPMCP in
genera!. This satisfaction increased
to 96 percent, with 1 percent dis-
satisfied, when those with visits
during the past four weeks gave an
overall rating to their most recent
visit.

The findings further show that
some dissatisfaction was expressed
with the appointment process and
telephone systems, and with the
lag time between calling for a rou:
tine appointment and the date of
the appointment. And, some prob-
lems were encountered with using
the KPMCP. However, less prob-
lems and less dissatisfaction were

expressed by these now, aged mem-

bers than is expressed by the gen:
eral population in the routine
KPMCP satisfaction survey.

A total of 1,348 Medicare Plus
enrollces responded to the survey.
This reprosents an 82 percent re-
sponse rate which is considet d
"very high,” but not unexpacwed,
says the survey. Medicare thenr
bers of KPMC{® gencraliy respond
*yery well” to the ongoing
membership surveys, it points out.

Two noteworthy characteristics
were mentioned regarding these re-
spondents. The first is that 90 per-
cent of themn have lived in the
Portland metrapolitan area for
more than 10 years. ‘Ihe second is
that 55 poercent of the newly en-
rolled members said their health

was better than others around their

own oge. Thirty vight percent suid
theiwr health was Lhe same as
others. Atid 7 percent ~aicl their

health was worse. T'hese data are
similar to what conversion mem:
bers reported except that 9 percent
reﬁorhd their health as worse than
others. The survey points out that
“'more" research is needed to deter:
mine if the elderly who leave their
currept forms of medical care and
join HMOs differ in health status
from those who remain in the fee-
for-service Medicare program.

The survey's findings further re-
veal that new services and informa-
tional sources which ware provided
to assist the Medicare Plus mem-
bers in understanding their benc-
fits and In using KPMCP services
are popular and useful.

Furthermore, low cost {of premi:
ums and out-of-pocket costs) was
the most. important reason for en:
rolling in this program, but the
security of knowing that high-qual:
ity medical care is available when
needed (without creating a financial
burden) was also very important.
the survey says.

The data also show that most re-
spondents—80 percent—have a reg:
ular doctor at KPMCP and 84 per-
cent belicve KPMCP doctors are as
good or better than other doctors.
Less than 5 percent rated the
overall access to care at KPMCP
as dissatisfactory.

The survey was mailed in Decem-
ber 1981 to a 25 percent sample of
Medicare Plus units. The study
population was selected by sub-
scriber units rather than individual
health plan members, although the
survey was aent to all eligible Med:
icare Plus members in the random-
ly selected units.

The survey's data is categorized
into type of member aud medical
coverage. In the first group, mem:
bers are either newly enrolled in
the Kaiser-Permanente program or
those who converted to Medicare
Plus from their existing KPMCP
Medicare supplemental coverage.

{See Sucvey of Kaisee's Medicare
Plus Progrom, p. 12)
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Over 75 Percent of Elderly Satistied With Kaiser Portland's Physictans. Survey Finds

(Continued from p 1N

In the second, coverage is clther
regular (base coverage only) or
special benefits pertaining to
members with base coverage who
also purchased ndditionn! benefits,
for instance drugs. eyeglasses or
contact lenses. hearing aids or den-
tal care. '

More detailed findings from the
membership satisfaction survey
reven:

o {)ver 15 percent of the 1,247
Medicare Plus respondents
who evaluated the Kaiser
Permanente Program said
they were either satisfied or
very satisfied with the
technical knowledge. ability
and competence of KPMCP
physicians. Loss than 2 per-
cont indicated dissatisfaction,
with the remaining 22 percent
having no opinion;
Conversion members—those
who were enrolled in KPMCP
under an existing Medicare
supplement prior to convert.
ing to the Medicare Plus capi:
tation program—were more
satisfied, 86 percent, with the
overall capabilities of KPMCP
physicians than newly en-
rolled members, 72 percent;
More visits were reported for
the time period after becom:
ing Medicare Plus members
{an average of 4.9 visits) than
before joining Medicare Plus
(3.1 average visits per mem:
ber). After enrolling in Medi-
care Plus, new members had
more visits than conversions.
And, those with special bene-
fits had one more visit por
member than those with regu-
lar coverage (5.4 and 4.4 aver
ape visits respectively).

Of those who contucted the
Medicare Plus office, 71 poer-
cenl reporled boing very sal-
ishicd with the inforination or

Q
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assistance they received. and
21 percent were satislied. On.
ly 8 percent were dissatisfied.
Of the newly enrolled mem-
bers, 22 percent said they
have had trouble reaching the
Medicare Plus office by

phone,
With regard to the Medicare
Plus Member Handbook, 77
percent of the newly enrolled
members referred to their
handbook to help them make
an appointment; 36 percent
used it to help them select
their doctor: and 45 percent
used it to find out how to get
In touch with their doctor.

The Medicare Plus project of the
Cregon Region Kaiser-Permanente
Medical Care Program, which be-
gan in August 1980, was designed
as a model for prospective payment
to increase HMO participation in
the Medicare program. The project
tdlemonstrated that it is possible to
design a prospective payment sys
tem that costs the Medicare pro-
gram less than services purchased
in the community from fee-for:
service providers. The project
would provide appropriate payment
to the HMO. And, it could create
some financial *“savings’ that
would be returned to beneficiaries
in the form of comprehensive bene-
fits to motivate them to enroll in
the HMO.

Medicare Plus recruited 5.500
new and §.800 conversion members
into the demonstration, through
use of a media campalgn, a recruit:
ment brochure, and a tolephone in-
formation center, according to the
Summer 1983 Health Care Finane
ing Review journal in which an ar-
ticle appeared entitled **Kaiser
Permanente's Medicare Plus Proj-
ect: A Successful Medicate P'ro-
spective Payment Demonstration.™
Menihers recruited were o represen-

tative age and geographic cross

sectior. of the senior citizen popula.

tion in the Portland. Oreg. metro-
politan area.
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Marketing Experience—Wolfson, et al.

“__

In entenng this program, the Plan attempted 1o sccom.
plish the following objectives

1. Demonstrata that the Pian could market o this poputa-
ton and atiract a signih ber of enroliees.

2 Demonsirate that the Plan could operate a prepaid
Modicate program In 8 cost-efteclive manner and
achieve savings for HCFA and members,

3. Demonsirate that a program such as the *Senlor Plan®
would increass the receptiveness of health mainte-
nance organizations 1o Medicare risk programs. and

4. Demonstrate how & prepaid Medicare program coukd
be developed

successiully in a heaith mantenance
ofganization of modsrata size.

We beleve thal the three yes: entoliment of 7.200

b the rion that, among other 1aciors. the
markating formulations and techniques ussd were etfective In
{acl, the enroliment pioj were reach ¢

February and March, except lof the intiat open season, which
was conducted from February to April,

The markating siralegy was mullifaceted. The fist tech-
Mique used was a public relations campaign aimed at all
segments of the population 1t included apen houses, news
paper advartisements, radio $pols. and a speaking progtam
The general purpose of the PAIQN was lo reach Medicare
oligibles withoul 8 “Medex™ supplsment and 1o reinforce other
markeling etorts.

During each open enroliment period, tive to six open
houses were conducted on Sunday aft ol the Fation
Clinic faciliies. Thase meetings ariracted from 200 to as many
&8 700 people. Preseniations o the elderly were done in an
offort to provide clear understanding. Emphasis was placed on
use of emergency servicas. the lock-in provision. benefts,
raies, and the HMO system.

Newspaper adverlisamenis were placed in tha two city

pro} and
oach year Low disentoliment is similarly consisiant with our
belie! that there was a high level of member satisfaction.
The foliowing sections deat with ihe benefit content,
marketing concepts and membet management

BENEFIT PACKAGE
The Seniot Plan benefil packag is a comprehensive set of
beneiits made available to Medicare benelicianes in ey of
traditional Medk ge Only one high option i3 oltered
10 8ged and disabled Medicare beneficianes. it 1s nof conlig.
ured 00 & basic suppiemental format

Benelits are ofered duting an annual. ime-imiled, open
enoliment period without medical review, on a first coma, first

pApers and (n S8Veral town newspapers [t requested
Interasted peopie (o send tn & coupon asking for additionat
information. Each year the ads netied approximataly 500 to
1,500 coupons, of which one-half actually resutted i enrol)-
ment in the program.

Priot to the initial itmant and on 8
markeling representatives approached ral Senwor Citizen
groups. including apar { and church groups
These presentations were. in large part, 1o sudiences of under
50 people but they provided a sound forum lo explain Senio
Pian. Prior to the first open enroliment, a Seniot Plan Heallh
Fair was conducted. Over 4,000 Worceater residents attended
the fair which provided inf on blood p die
abetes. glaucoma, and the Senor Plan. [f was an excetiant
method of introducing & new product to the community in a

g basis,

served basis, withoul wailing periods of pre-existing cond.
L dents of YW County who have
Medicare Paris A and B are eligible for enroitment.

The Plan piovides benefils beyond Medicare and
“Medex® These benelis include prevenlive services. such as
physical examinations, nutrition services. social services. fe-
fractions, eyeglasses. and prescriplion drugs sublect 1c 8
copayment Such addiional banefits are remendousty impor:
tant 1o a populanon with kuted financial resources

Savings derived from the HMO' efficiency in detivery of
Madicare Parts A and [ services are used lo finance these
additonat benefits and maintain aordable membership dues
The present Senior Plan dues of $15.00 per manth s far
baiow the tugh option "Medex” premwum of over $34 00 per

pre g stage.

Non-group “Medex" subscribers were contac'ed thtough
the mail during the starl of the open enroliment periods. Each
tailing contained a Senir Plan brochure. an appiication and
an invitation to attend one of the open houses. There are
approximately 27,000 non-group “Medex” subscribers, repre-
santing 50 percent of the entire Medicare population The
malling aliowed the Plan 1o approach the maximum number of
Medicare sligibies in the service atea. Forly-nine percent of
the lotal Senior Pisn enroliment were fo:mer non-gtoup
“Medex" subscribers Howsver applicatons via mail increase
the danger of misundessianding of the program contenl by the
membeis Mailing of apphcat d some thorized
out-ol-Pian use because of a lack of understanding of the

month. The only out-ol-pocket pay ftom the ber s a
nogadmonl for prescrplio™ drugs Al the beginning of this year
(1984) that copayrnen! was eliminated.

MARKETING AND ENROLLMENT

Marketing Techniquea
Approptiata marketing techniques were appiied 10 each de-
fned populalion subset These segments included hon-group
“Medex” subscribers, *Medex” relites/employer groups, and

benshciaries with other carriers, of no supplementar
coverage at alt The Senior Plan was offered on a ‘dual
choice’ basis (o &8 many Med! bonet b
Four open \ ds were

88 p
d from 1980

through 1983 All open seasons were conducted from Sep.
fember (5 to November 15 fot stiective dates in Januaty,

gency proced and tha lockin provision of the pro-
gram. For the 1983 and 1984 0pen entoliment perods. all
inferested persons came Lo an open house. of came to the
Plan administrative oifices to fill out an apphcation, of were
conlacted by phone.

The employer group “Medex” subscriber enroliment was
conducted in much the same way the Plan snvolls *under 65°
omployer groups. Senior Plan maletials most cien were sent
directly lo the home of telirees by the emmpioyer A cover ietier
on Falioh Community Health Pian leftathead accompanied the
iterature package which inctuded the Serior Plan brochure
and & cover letter fom the employer inviting ther 1o &
meeting on the site  Marketing representatives
usuatly spent an hour and & hall giving the lormal presenta:
fion and answering queshons. All retinees aiso we'e inviled 10
$8veral speciat open houses conducted 8t the Falion Chnic
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GroupHealthjourtial

Reaulte of Markoeting Strutegy
Our most optimistic enroliment projections wete exceeded,
Our projection was that the pefcentage of Medicare benefici.
anes n the Plan's coveted populalion vould be equal to the
peicentaga in the sarvice area, 18 percent The Senior Plan
bership rep only 15 p t of the tolal encolimeni
because of the rapid growth of the “under 85° population.
Even though the percentage is 15 percent of the totsl
entoliment, i is the rapid growth of the “under 85° program
ard Fation Chnic capacity kmitations that beties the real
growth and attractivensss of the Senior Plan.

cost for the competing “Meden” cartificele. The remaining
companies had equal dolar contribution. The Plan was able
to ofter most local companies the Senior Plan at aubstantiai
savinge. There seems lo be no significant difference in
penatration retas between companies contributing fully and
companies requiring a retires contribution. Disenvotiment from
groups was minimal.

The markating department nol only emphasized the cost
and benetits of the Senior Plan b also the quakifications snd
commitent of tha physicians, the convenience of services
ond the sbsence of clalm forms. Duing August of 1982, the
Pian surveyed a random sampling of Senior Plan members.

ENDOPF  PLAN  “UNOER ES"  SENIOAN PLAN Vihen asked what were impariant reasons fot joining the
YEAR  ZENIOR PERCENTAGE Senior Plan, members responded as foliows:
1980 3,600 25.962 2
1981 5,200 gg‘g;; I: C“‘}w m
1982 6,300 ) 1
Additional Benefila M%
1983 7.200 41,709 15 Dotre Prevent Mediine m
A traching system was established in 1981 o indi the
matkeling method used The resulls are as loliows:
Characteriatice of the Pepulation
METHOD MEYHOD % :’o‘::ompmd lo the Worcester atea population, the Senior
members can be characterized &8 younger, dispropor.
Doan routes 1 Honalety mae, from towns close 1o Faion faciilies, less
*Meder’ Matings 2 “institutionalized”, and better insured. The AAPCE includes
“Medex' Group Subscribers 13 adjustments for these characleristics.
00 The average aga of the entolled ‘over 85° Is

‘Medex” mailing d the numbers ol p
submitting apphications at open houses and at the Plan’s
administrative offices. The percentage refiect the Plan's al.
lempls lo Sir1ongly encourage parsons {0 attend an open
house and some ol the restrictions placed on releasing
applications

The estmaled perceniage of the Senior Plan enroliees
accarding 10 thewr prior heatth coverage is as foliows:

PERCENY OF PERCENY OF
ENROLLEOC QENEMAL
POPULATION POPULATION
Group Medex 13 bk
Non-Group Medes 49 4
Non-Medex 3 46

The Senior Plan was olfered on a dual choice basis by 60

local Worcester employers (0 Madicare eligible retirees. The

ployars olering the program thus far, have oltered it as an
slternalive 10 high option “Medex’. From 1980 o 1983, 925
Medicare refirees Opted for the Senior Plan. Tivs reptesents a
p rale of 16 p t This rate hes the experi.
ence for the smployers offering the Plan lo their “under 65°
poputation.

The Seniot Pian penetration rates lor groups of over 50
refiress ranged from & iow of four percent al New England
Tetephone (o a high of 38 percent at Warner-Swasey, & heavy

t I ) company in W The targesi
ma%munNononf‘ pany fed 11 p of s 2,200
elgibie retirees. The second "‘:3"' group. Wyman-Gotdon
Company, encolied 26 percent of their 600 mirees
Most panirs ibuted 100 p t ol the p
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population
somewhel younger than the non-HMO “owver 85° population.
i ﬁ's'“;' 7 2‘7,' et mm o 4] for
population is 75.27 years as 1o over 71 years
Senior Plan population. However, the aging of the entolied
fowlmon tecuces this ditference as evidenced by these
igures.

AVERAOE A0S PERCENTAOE OF

OF SENION PLAN -0 [ { 1

1960 na .7 362
1984 7132 408 401
1982 nmn %9 426

There (s an unfavorable proportion of males Hed;
approximately 48 parcent of the enrolied population as com-.
pared 10 38 petcent of the nonHMO aged population. Males
past the age of 55 lend 10 be highet utilizeds of health care. It
appears, h that the p Hage of males has de.
creased over time from 49.7 percent of the members 10 47.9
petcent of the members. \

The urban-rurat mix of the snrotied population ¢!
spptoximales the county's distribution. Ovee 40 percent of the
Senior Plan enroliees mldlhhenydmwm er. The

penetration rates are highet in lowns within Rimity fo
B ey o B s
county. partially cau: ] upp
The encolled population also tended to

be
than the general population. Approximately 38 petceni of the
ontoled population did not have prioe *Meden® coverage.
Senior Plan has a iower portion of institutionalized patient;
Whan the general population. Some Madican beneficiaties
transfet to the Senior Plan while hospitatized. Thelr hospi-
lanzation becomes (he financial responsibiiity of the Plan on
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Marketing Experience—Wolfson, et al.
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the day coverage begins. This siluation occurred with 10
Senior Plan members in 1980.

Disenredment

Disenroliment, obviously a desp concem, has been careluily
scruinized The markeling department knows thal new enroll-
ments are Clearly tied 10 disenrotiments and ihat this may be
the bes! baromeler of membersatisiaction in this new veniure
The disenoiment rates, including
in 1980, eight percent in 1981, and five percent in 1982, In

Mo ol

wetification notice requiring B sigH and a
questionnaire. The resuils are summarzed dalow for 1981
and 1982.

REASON 1084 1982
Lock-in provision U% 19%
Dissatistaction with defvery system 2% 19%
Transporiation 14% 12%

: 19% 18
pense % &
Other 18% 8%
The ixckein provision. although nol a major daterrent to
liment, s an imp factor in ber relention. Poten:

tial members require a fuli expianation ol the lock-in provision
al all marketing preseniations and in all promotionat literature
Pant of the lock:in provision phenomenon is the desirs of
members o relun to their pravious physicians. it was
originally suspected that long sianding physician-patient mfa-
Bonships would inhibit HMO membership growth. The advan-
tages ol the savings fo the member seem 1o have

the disadwaniages ol changing physicians. However, once
entoiled, a small minority do feel uncomfortable and do relum
10 their physicians

ENROLLMENT MANAGEMENY

One of the iessons leamed from |he Senior Pian is the
importance ol repeated instruction (o members in HMO
procedures. Although the number of unsuthorized provided
services is relatively iow, the cost of such services is
dispropartionatty high. By the spring ol 1981, the marketing
slait had gathered sulficient information to svaluate the
unn'q’lhs and weaknesses of the Senior Plan membership. it
was felt a small percentage of the population were uninformed
83 10 propet Senior Plan procedures The matketing staft
alone with its Senior Plan Advisory Committes developed
educational fools and kterature which impioved awareness of
Seniot Plan ptocedures

Since Spring 1981, all existing members meceive the
following:

1. “Just a Friendly Reminder* an outiine of Plan pro-
oedures and key phone members that Senior Plan

members should have,
2. Telephone stickers (lor the cradie of the telephone)
Nling the diierent Falion Clinic emeigency phone

numbers,
3. A single identification cardholder that conlains the
Senior Plan and Medicare cards N civatly identifies

Q 18-441 0 - 84 - 8
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membera ol the Senior Plan lo non-Fallon physicians
and hospitals, The cardhoider also infotms providers
that services must be pre-authorized except for severe
omergencies. and

4. A spaciai Senior Plan newsietier sen! to 8! meinbers,
which includes articles on Plan piocedures

Since these ateps ware faken, claims for unauthonzed
services have been drastically reduced. All new members are
now given the cardhoider and telephone sticker upon enroll:
mant. Furthet procedure reinforcement designs are being

The marketing depariment pays special attention to the
Senior population. it smploys a Senlor Plan marksting spe-
ciakist, it has a special mambership service section. A Senor
Plan Advisory Commities, seiected from the membership
itsoll, contributes greatly to our insight inlo member nesds and
Pian deficiencies. One Seniot Plan specisiist deals with
marketing and envoliment activities constantly Inquiries are
:'uo addressed theoughout the year and arangemaenis made

imaly entry.

The Plans membaetship service depanment takes mam:
bers’ complainis, attempls {0 resoive membars’ problems and
educsies members on the beneit content. This department
mmmﬂy is m&m Irnm‘v mlo\: represcniatives.

incidence s is among
Pian membaers. Many ol the complaints dea) with the ac:
cossibility of physicians, thal is, the length of time H takes to
acheduie an appoiniment 10 receive medical care sefvices

SUMMARY

Fallon demonsiraied thal through a weti-orchesiraled matket.
ing and well-designed benefit package a substantial
numbet of are enroliees would join an HMO Existing
physician-patient relationships and the lock-in provisions are
not mwabb nbﬂo;hl ;?.a the “over 85~
population. A compettiively priced, tous benelit package,
marieted in a clear and und-rulu\g:&: nannet 1 a large
sudince ol Medicars beneficiaties are the key elements to
sucosssiully markei a Senior Pisn type ptogram. Envolled
mambers need 1o be educaled and re-aducated in HMO
omergency procedures and in the lock:in requiremaents. An
important resource 0r an "over 85" progtam is a membership
oetvice department designed (0 assist members with their
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ITEM 5

Field testing nalionwide is now under way (o test the feasibility of *quJ.
and social services 1o an elderly populat
(S'HMO), incorporating features of health

health
lon. The socialhealth maintenance organization
malrtenance organizations wih the home care

approach of communily soclal services, wil be financed on a prepaid, capitated basls through
premium contributions from Medicare, Medicald, and encollees It will test whether social
services can reduce medical costs and whether institutional days wan be reduced, family care

maintained, and health and quality of life enhanced.

Elder Care for the 1980s: Health and
Social Service in One Prepaid
Health Mainteniance System

Larry M. Diamond, PhD," Leuni:.d Gruenberg, PhD,? and

The policy thrust of the "new federalism propos-
als in the health care sector is to reducc the level of
government expenditure, limit demand for services,
and decentralize, if not altogether abolish, current
regulatory controls in favor of competitive market
mechanisms. This paper considers the feasibility of a
health system reform (the social and health mainte-
nance organization — S/HMO) that ad dresses each of
these goals -— a system of health and social services
for an elderly population, inciuding individuals in
need of long-term care, financed on a fixed budget
basis. It builds upon the widely held belief that more
comprehensive, integrated, and managed systems of
health care can result in significant cost savings in
contrastto the Current separation of acute and chron-
lc care fee-for-service programs which discourage
the efficient use of alternatives. Preliminary evidence
of the efficacy of comprehensive medical care ser-
vices Is seen in the recent HMO Medicare demon-
stration project (Greenlick & Lamb, 1981; Wolfson &
O'Conneli, 1981). The S'HMO combines selected
features of the Personal Care Organization (PCO)
with those of the medical model Health Maintenance
Organization (HMO), specifically, locally centralized
Case management capacities coupled with locally
centralized control of essential care and long-term
care setvices.

The social/heaflth maintenance organization
(SHMO) is a managed system nf health and long.

' Semor Resedsch Assueiate. Meallh Policy Center and Levinson Folicy
institute. Floience Heller Graduate Schuot 1o Advanced Souat Wellare
Stuthes, Brandew Univeraty, Waltham. MA 02254

'Senor Keweatch Assocaate, Health Policy Center Finrence Metler Gradu-
ale School tnr Advanced Socdl Wellaie Stuthes Brandes University, Wal-
tham. MA 02244

* Protessor Enentus Flatenite Heller Graduate Sthouk tar Advanced Sa
sl Wellare Studies Brdentens Eiveraty AValtham. AW 00254
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Robert L. Morris, DSW?

term care services. Under this model, a single pro-
vider entity assumes responsibility for a full range of
acute inpatient, ambulatory, rehabilitative, extended
care, hame health, and personal care services under
a fixed budget which is prospectively determined
(see Appendix). Elderly persons who reside in the
target service area are voluntarily enrolled through
the marketing efforts of the S'HMO provider entity.
Once envolled, they are obligated to receive all 5/
HMO covered services through S/HMO providers,
similar to operations in a medical mode! health
maintenance organization. The SSIHMO will thus test,
for the first time, the degree to which preventive
health care can delay the dependencies (if not the
infirmities) associated with aging and prevent or de-
lay institutionalization. Enrollment is voluntary but
with limits on ‘openness’ to preclude over-
enrollment of either high. or low-risk subscribers.
Although capitation levels could be adjusted when
an area has a higher than average proportion of high-
cost enrollees, a controlled enrollment procedure
will be necessary to produce a reasonable average
cost.

Financing would be arranged by pooling individual
premiums, Medicare, Medicaid, and possibly block
grant or Title |Ib funds under the Older Americans
Act. The SSHMO provider would share financial risk
with public third-party payers for costs above the
negotiated capitation bud?el. The provider would
either staff and deliver all of the required services or,
more likely, contract in advance with other providers
for some of them. Capitation financing promises the
most efficient combination of services with the least
delay in delivety and with no more risk to quality of
care than now prevails antong conventional HMOs or
elsewhere in lﬂe health care delivery system.

The S/HMO inodel is in the initial stages of field
testing at four sites as part of a nattonal demonstra-
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nun project funded by the Health Care Finanung
Adnunistration {HCFA) at the florence Heller Gradu-
ale School at Brandeis University, where the model
was ongimally concewved (Damaond & Berman, 1981;
McCatfrey & Wnn, 1978; Morns, 1971), The siles
selected are o large, mature HMO with a sizeable
elderly population, a nusing home/community ser-
vices complex; a case management entity; and an
HMO/community long-1erm care partnership. After
the sites have begun enrollment in early 1983, an
exiernal evaluator will assess enrollees in terms of
their demographic characteristics, health status on
entering, and health outcomes —- including the abil-
ity of the SIHMO to prevent, delay, andior reduce
institutionalization. Other factors will include the
kinds of services most used, the effect of the S/IHMO
on paiterns of informal care, comparative consumer
costs, and costs to each third payer.

Specifically, the S'tHMO demonstration project will
test such questions as the following: Daoes the
S/HMO reduce institutional services for the severely
impaired (i.e., prevent or delay admissions, reduce
lengths of stay, enable discharge from the hospital to
the community rather than nursing home, etc.)?
Does the S/HMO alter cost patterns? Individual per
capita? The amount individuals pay out of packei?
The amount Medicare pays for the frail end of the
spectrum? The amaunt Medicaid pays per capita?

The arguments for and agalnst such comprehen.
sive, integrated care systems are not new. We pre-
sent here only the empirical basis for belief that such
alocalized system can succeed within the cuntext of
the current debate over the "“new federalism.”

The Legal Precedent

Statutory authority to negotiate prepaid contracts
with a variety of providers for both social and medical
services already exists in the Medicaid and Medicare
programs administered by the Health Care Finance
Administration and under the new Social Services
Block Grant. Section 222 or 1115 waivers under the
Social Security Act now allow for alternative modes of
payment, services mix and reimbursement, client eli-
gibility criteria, and rale-semnf methodologies and
mechanisms for experimental medical programs.
HMOs may conltract with either Medicare or Medic-
aid on a prepaid basis while offering a benefits pack-
age that varies considerably from the services or-
dinarily covered by either funding source. Seven
experimenlal HMOs operate prepaid risk-shaning
contracts.

Recenlly, Section 2176 of the Omnibus Medicare/
Medicaiu Reconcihation Bill of 1981 provided incen-
tives under Medicaid to add community-based lonF-
term care services 10 stale programs and to simplify
the waiver process. Previously, six Medicaid waiver
demonstration projects incorporated homemaker
and chore services, nonmedical transportation,
meals. escort/companions, and respite care while
five offered housing assistance or modification.
Additionally. Older Americans Act and Sucial Ser.
vices Block Granl funds can be used to supplement
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capialed Medicare and Medicaid funding. For exam-
ple, state units on aging can contracl with SSHMO
providers to offer addihonal in-home services or
S/HMO enroflees who are recipients of Title b or
Title XX services may conlinue 10 receive those ser-
vices as supplements to the S'HMO package through
informa! arrangements with local vendors.

tn short, the legal mechanisms for pooled, prepaid
contracts for the full scope of healih and social ser-
vices to be delivered through aSftHMOare essentially
in place. However, no single provider, to our knowl-
edge, has pursued a complete package of waivers
under these authorities to manage an integrated ser-
vice system for the elderly.

Single.Stream Funding

Providers of long-term care face an almost impossi-
ble task of securing third-party reimbursements for
appropriate services from disjointed funding
streams. Nor can they implement creative, unstan-
dardized service plans linking outside supports with
informal, in-home helpers. Single-stream financ-
ing with broad latitude in service design makes the
S/HMO project distinctly attractive to providers, a
gain coupled with a likely reduction in the over-
whelming paperwork and related cash flow problems
imposedby a maze of third-party reimbursements. In
addition, there is some evidence that rates could be
set at a level close to the prevailing fee-for-service
rate and yet offer good net savings under a managed
care system (Trieger, et al., 1981). These savings
could be used for improvements and expansion or to
provide additional service benefits to enrollees.

High on the list of incentives for SSHMO enrollees
would be the elimination of the maze of confusing,
anxiety-provoking bills for services, multiple cou.
ments, and deductibles which accompany the Medi-
care program. Under the SSHMO onlya monthly pre-
mium would be charged, a fee probably comparable
to current out-of-pocket outlays. Moreover, a wide
range ol services, both medical and social, would for
the first time be centrally accessible to individuals
having serious functional impairments. Thus, for a
modest premium, the elderly could secute help for
the condltions that they most-worry about. This is
particularly true for the chronically ir~aired, whose
Medicare coverage is, at best, minimally sup-
plemented by privately arranged “medigap" insur-
ance policies.

Cost-Saving Potential

Previous Ior;g{)term care demonstrations {Apple-
baum et al., 1980; Bernier & Quinn, 1980; Eggert et
al., 1977; Horgson & Quinn, 1980) have shown that
substituting in-home for institutional services has re-
su' +d in an improved quality of life and reduced
costs for individual clients. These studies, however,
do not clearly indicate a resullant reduction of costs
to the system, nor do they cost out the effect of
expanding benefils to many new beneficiaries (Weis-
sert et al,, 1979). 1t is anticipated that the capping of
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the buuget of the provider level will molivele the
S'HMO to develop protedures for raboning the ex.
panding benefits in a way that will achieve cost-
olfective tradeofis. Whether these substitutions will
benefit clients must be addressed in the evalution of
the model.

Establishing Financial Feasibility

The following macro-level analysis oi health care
expendilure data obtained from HCFA indicates that
it may be possible to finance likely increases in
anbulatory care and in community support services
through savings in the acute hospital and long-lerm
nursing home care sectors. Table 1displays estimates
thieher, 1980; Leutz. 1981 of the national per capita
expendstures for health and social services for elderly
n 1978. Of a total annual per capita expenditure of
$2,065, more than two-thirds was spent on acute and
long-lerm npatient care. In contrast, home health
and nonmedical home care services accounted for
only alittle more than one-twentieth oftotal expendi-
tures.

In the S/HMO, it is anticipated that an increased
emphasis will be placed on ambulatory medical care
and home care services. Experience from HMOs
(Corbin & Krute. 1975: Lennox, 1978; Luft, 1981;
Waeil, 1976) suggests that an expected reduction of
25% in hospital cxpenditures is nol unreasonable
while ambulatory care costs nay be expected to be
10% higher than current cests. Estimates for home
care costs are more difficuit to obtain because the
range of services offered by home care programs is
unique to a specific population. Since the S/HMO
would enroll a broad cross-section of elderly, it is
likely that only a small proportion of enrollees (5 to
10%) would use long-term care services in a given
year because the group will represent a normal pro-
file of aged. Future utilization will depend on the
capacity of a S/HMO to maintain the same profile by
new enrollment, or its capacity to adjust capitation
rates as the enrolled population matures. To estimate
long-term care cosis for the SSHMO, it is thus neces:
sarv to extrapolate from program-specific user data.

We made these eslimates by starting with data
oblained from the Triage long-teym care demonstra-
tion program which has been in operation in Con-
necticut since 1976. Unique among such programs,
Triage opened ils doors (o all persons aged 65 and
over while largeting its long-term care scrvices
through a case-management approach. Although the
open enroliment feature of Triage would suggest a
clientele similar 10 that anticipated for the StHMO,
the reported data (National Center for Health Ser:
vices Research, 1979) show cor :iderable bias to-
wards the disabled. Thus, st was - - assary to analyze
Triage costs and utilization ra' . *or individuals of
diftering levels uf disability. standardizing them to
obtain a national cross-section of elderly (Gruen.
berg, 1981). The results are uncertain, in part because
nf the difficulty of companng loc at and national dala
that use different measures of disatnhity and in part
due to different assumptions as to the generosity

Table 1, 1578 tiderly Per Capitd Conts lor Health

and Social Services

Type of service Conl Perient
Hospital S804 42
Nursing home St 25
Physician service 3ot 18
Home health service 65 )
Nonmedical home care service S5 )
Drug and sunidrees " e
Eyeglasses. applances, other 2 2

Total $2065 100

with which a given S/HMO will dispense long-term
care services. In the following discussion, we will
assume that SSHMO home care costs, when spread
over the entire enrollee population, will be halfway
between our low and high estimates, or, in 1978 dol-
lars, $30 per month,

A comparison between expected $/HMO expendi-
tures and expenditures in the current system pre
sented in Table 2 shows that, despite a 200% Increase
in expenditure for home health and nonmedical
hor.e care, a reduction of 11% in nursing home ex-
penditures and 25% in hospitalization expenditures
would ensure that per capita expenditures in the
S/HMO, with its expanded home care and ambula:
tory care, will be no greater than in thé present sys-
tem. These cost reductions appear to be reasonable
objectives for a managed system of services after
sufficient time is allowed for such a program to reach
maturity,

As shown in a recent study (Keeler et af., 1981), the
nursing home population includes two subgroups,
one with an average length of stay of 45 days and
another with an average stay of 30 months. The short-
stayers account for nearly three-fifths of all admis-
sions to nursing homes, but the long-stayers account
for more than 90% of all patient days. Thus, the bulk
of nursing home costs are associated with the long:
stay or permanent residents.

In the S/HMO the aggregate utilization of the
short-stay group may increase since nursing homes
may be used for some patients as a substitute for
hospitals in the final days of an acute care episode.
This increase, however, will not have a major impact
on total nursing home expenditures because these
expenditures are already weighted so heavily toward
the long-stayers. On the other hand, even a modest
reduction in utilization by the long-stayers would
result in savings, as shown in Table 2 For example, if
one out of every 20 admissions were prevented and
the mean length of stay of those admitted was re-
ducea from 30 to 28 months, the required reduction
in nursing home utilization would be accomplished.
These goals appear reasonable for an S/HMO.

An examination uf hospitalization data from the
Health Interview Survey, as shown in Table 3, pro-
vides strong evidence that the high costs of hospital
care for the clderly are concentrated, to 4 large ex.
tent. in the relatively few whose condibons have re:
sulted in severe disability; these data show that more
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than 50% of total patent davs are accounted for by
17% ot the eldetly, who are unable to carry out ther
magor achivity. These data suggest that the S/IHMO.
provichng improved pnmary care, case management,
and augmented home care, may have a big pay-off in
reducng hospital costs as well as long-term care
LOsls.

Itwill be necessary to develop estimates for utiliza-
tran and costs with reference to the characteristics of
the enrollees since the S'HMO will be marketed to
indhividuals instead of groups and a wide variation in
rates of uthization can be expected. with only a small

Table 2. Companton of Projected S/HAYO Per Capila Expendilures
With Those of Current System

Current
Service system SHMO %Change
Hospral $869 $652 -25%
Physitian services 366 402 +10%
Home health and
nonmedical home care 120 360 +200%
Nursing home 518 459 -11%

Table 3. Number of Hospital Days Per Person Per Year by
Disability Level, Persons 65 and Over

Disability Levet

Limited  Unable to
No aclivity  in some carry out
Hospilal dayvs iimitatton  achivity  major activity  Totat
Number of days 1.3 1.8 8.4 2.2
% of population 520 25.7 12.2 100%
% of tonai days 224 1771 53.5 100%

of subgroup

Source. Unpublished dala for the 1977 Health Interview Survey,
National Center for Health Stanstics. DHHS, Hyattsviile, Md.

proportion ol enrollees (5 1o 10%) hkely 1o require
all of the longAerm care services and an out-of
proportion parl of primary care, 1t is essential to n-
clude health status measures in the projection
methods. A review of available data suggests that the
degree of functional impairment due to a chronic
condition. assessed in conjunction with age and sex,
can serve as an adequate basis for projecting utitiza-
ton and costs. Research is currently being carried
outusing data trom the 1977 Health interview Survey.

Pooling of Funds

Itis important to examine how public and private
sources of financing can he pieced together in a
prepard program and, ir particular, whether the pre-
mium that would be required from private enrollees
is within the range of what an elderly population will
be willing to pay for the expanded benefits. In the
current system, the financing of long-term care is
borne by the relatively sm*!l number of individuals
(or by public payers in their behalf) who reslde in
nursing homes or who remain in the community but
require household support on an ongoing basis. In
the S/HMO, these costs will be spread over a larger
population and paid for by a combination of enrol?ee
payments that may include copayments as well a5
premiums and contributions from public payers.

in order to examin~ the differences in anticipated
utilization and costs it the SSHMO between Medicaid
and non-Medicaid elderly, we carried out an analysis
of the 1977 Health Interview Survey (MIS). Data
obtained from the Health Care Financing Administra-
tion regarding the number of elderly receiving Med-
icaid were used to correct the under-reporting of
Medicaid eligibility in HIS. It was assumed that this
under-reporting affected the estimated total number
who received Medicaid but did not affect the uliliza-
tion rates. The results are shown in Table 4. Figures

Table 4. Comparison of Medicaid and Non-Medicaid Eliderly Population: Prevalence of Disability and Utz o “n . 478 for Hospital,
Physiclan Services, ynd Nursing Home Care

(Poputation in 1000's!

Disability and utihizanon rates Medicaid Non-Medicaid Total
Disatnlny*
No achvity imitanon 805 (27.2%) 11,884 (61.5%) 12,689 (57%)
Limited in some artivity 1.111 (37.5%) 4,627 123.9%) 5.237 (25.7%)
Unable 10 carfy oul
1NA107 ac ity 1.042 (35.2%) 2,279 114 6%} 3,840 117 2%)
Towl nuninsiitulional -
1zed poputation 2,957 19,309 22,265
Uttizalion
Hospital days per person
per year 5.1 21 27
Physicidn oflice visets
pet persan per year 23 47 53
Nutung home days
610 97 127

per pecson pesyrar”

Deatnlity levels are based an dala ohtamed 1eam the 1977 Health inteview Sutvey Nationat € enter for Health slatistics, DHHS,

Hyanseille Ad

"Data ablaned (i thee 1927 Natonnal Nursing Hame Survev. Natonal Center fur Health Stahistics, DHIS, Fivalisvtie, A
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for haspital days antl physican oflice visits represent
the reported utibzation dunng the previous iwelve
months tar nonmstitutionalized elderly, as obtamed
“.omthe 1977 HIS. 1 was assumed 1that the utilization
dati ot thuse reporting that they recewved Medicaid
was accurdte for the Medicad-eligible group as a
whulee, and the non-Mediaid group’s utilization was
recomputed after correcting for the under-reporting
ot Medheard ehigibility status.

As shown in fable 4, luw-income Medicaid elderly
are much more likely to expenence serious disabili-
ties: more than one out ot every three (35.2%) report
that they are unable to carry out their major activity as
tompared with one out of seven {14.6%) among
thuse with above poverty-level income. (In 1978,
15.5% ot this group was ehigible fur Medicaid, accord-
Ing to HCFAL) Not surprisingly, hospital and physi-
ttan ulihzation rates are almost twice as high for the
elderly pour and nursing home uulizatiun rates are
more than six times higher. Table 4 also shows Lhat
Medicaid elderly constitute nearly one-third of the
severely disabled living in the community, more than
one-quarter of hospital and ambulatory services, and
more than one-half of nursing home services. In de-
veloping a finance plan for the S/HMO, it is thus
importantiu separate out the financing requirements
for the Medicaid-chgible.

An examination of reimbursement practices of
Medicare and Medicaid suggest how funds from
these sources may be pooled for those elderly who
are eligible for Medicaid. Medicare currently reim-
burses HMOs based upon a formula (Gruenberg,
1981) which takes into account the Medicaid non-
Medicaid ditference in utilization of Part A and B
services. According to this formula, in the $/HMO
Medicare would contribute a per capita sum, based
upon current utilization, nearly two times higher for
Medicaid than for non-Medicaid persons. State
Medicad programs, which pay the high costs of
lung-term care. are likely to benefit from the StHMO
primarily through savings in long-term inpatient
tare. These savings and the enticement of a fixed
budget should offer a sufficient incentive for Medic-
aid 10 buy mto the expanded home-care benefit that
the S'tHMO would offer.

for those indwiduals who are not eligible for Med-
icaid, financing would rely on Medicare, sup-
plemented by individual premiums. The per capita
suni that would be required to paytor a fulllong-term
vare benetit(nursing home and home care) would be
too ligh it imposed solely on individual enrollees.
tindividuals now pay Inr these services, but only if
and when they need them, often after “spending
down’ their resources until they become eligible for
Mediwadd )

For this reason the S HMO would need either sub-
staatmt supplemeatiry tunding tor services as part of
a demonstotion program - unbikely i today’s pubt.
wal chmate - or the long-term care benetits will
need o be tmated and hmanced i part by copay-
ments Thee SHAG demaonsteation will seek o fease-
ble it oncosts dunng the it phase. induding a
hirutanon i the scope of m-home benehits careful

£52

targeting ot services, strategic marketing, and the
establshment of copayments for long-term care ser-
vites beyond a tixed doltar threshold.

Start-Up Cosls

It sevms evident that in the earlv stages of opera.
tions the S/HMO test sites will face a significant prob-
lem in arranging the financing required (or he addi-
tional home health care beneft proposed. Given the
current pohitical clumate, it is unlikely that these costs
could be met in the traditional manner wtilized for
new demonstration programs fi.e., through special
grant tunds). Instead a series of control mechanisms
will rreed to be implemented to insure participating
providers against uridue levels uf risk at the outset of
operatiuns. These will probably include some com-
bination of marketing 1o target groups, liberal risk.
sharing arrangements with HCFA and with state
Medicaid units, and initial adjustment on the scope
of long-term care benefits available contingent on
trends in public allocations plus some form of en.
rollee cost sharing. However, it is projecied that,
after the initial period of operational experience, the
S/HMO benefits package will be enlarged (with pro-
vider risk) as the advantages of the managed system
are clarified for providers, consumers, and third par-
ties.

Political Climate for Reform

Although logical and empirical evidence argues for
the proposed reform, providers are justified in
asking why they should assume the risks inherent in
adopting a syslem with several key questions still
lacking overwhelming answers. If conventional
HMOs and general hospitals have been loath 1o take
responsibility for long-term care in the past, why
now?

The answer scems 1o lie in twin pressures: (1) dis-
satisfaction in Congress and in the White House with
the uncontrolled medical costs fueled in part by a
fee-for-service system and (2) the great strain which
the elderly or long-term patient places on the acute
hospital system. Either the health system will crack,
or changes will be forced on it by external political/
économic action.

In an era when national regulation and control are
relaxing but system pressures are still mounting, the
SHMO offers a health-oriented. voluntary and local
road to reform which is based on reasonable empiri-
«al evidence and widely accepted health concepts
about contir: 4a in medical care.

Summary

This article has described a proposed new delivery
system, the S"HMO for the elderly, which inlegrates
health and social services into a single model of care.
tvidence was provided frum several secondary data
bases suggesting that the institutional cost savings
possible fiom this managed system would allow for
expanded benenits to enrollees at no additional costs
to puhbie third-party payers. The aggregate costs o
wdividual enraltees would probably be no greater

The Gerontologist
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than the level ot out-of pocket expenses that they
now hear Providers would gaim great Besibudity ar the
services alfered, manpower utihzed, amd settiogs
vployed in addtion to # badiered imtial fiancal
rish and flexible rate schedules. Finally, Medicare
and Medwaid can implemeat the finandial and reg-
ulatory changes encompassed hy the SSHMO withuut
sevking signdicant legolative changes or new dem-
onstraton aathonty.
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APPENDIX
PROPOSED MINIMUM S/HMO BENEFIT PACKAGE
CORE BENEFITS PACKAGE

Institutional Services:

+ Acute hospital — Unlimited number of days.

* Psychiatric hospital — Current Par* benefits
(no more than 190 days of care times.

+ Skilled and intermediate nursing racilities — 100
days of Medicare SNF care per spellof ifiness (no
prior hospitalization requirement).

PLUS — 100 lifetime reserve days of regular SNF
care or the equivalent value in days of ICF care.*’

IMedical and Related Services:

Physician’s services — Current Part *'B" benefits
plus preventive health visits,

Mental health outpatient visits — Current Part
"8" henefits with annual limit raised to $500.
Fant care — Current Part 8" podatry benefits
plus routine care.*

Blood — Payment for all transfusions.

Medical equipment and supplies — Current
Medicare bonefits for durable medical equip-
ment, prosthete devices, and medical supplies.
Lab and X-1ay

SCopayments dedurnlites 1 other conn channg 1y dltowed 1t discehan
DRV

[NIRITEN
abten SN dass ared S0 Can Bl ot e feguite
ANFaare the roverage ntiC) and aegular SN (e o
0l e ol heoachis oaee Meduare

Vol 21, No. 2, 1983

* Dentistiy — Current Part A’ and "B'' benefits,
extraction of erupted teeth, X-rays in conjunc-
tion with the above procedures, and emergency
care associated with covered problems.

Medical and Related Services (Continued):

+ Outpatient physical therapy and speech patholo-
gy services — Current Medicare Part "B" ben-
efits,

* Out of area services — Prior authorization
needed, except in emergencies.

« Pharmacy — Prescription drugs.*

+ Optcmetry — One visit per year for refraction.*

* Audiometry — One visit per year.*

« Lyeglasses — (Ine pair every two vears.*

¢ Hearing aids — One every twe years.*

* Dentures — One set per demonstration period. *

Home Health and Other Community-Based Services:

+ Medicare home health services - Unhimited
visits per spell of diness for medical conditions
that ineet Medicare skitted care criteria.

* kxpanded home health and community-based
senvices — Comprehensive cue for chronic or
disabling conditams which are not cunrertly cov-
cred by Medware These couditions reguie re-
habtlitation. support, and/or tmamtenance types
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ol tare Care wll be cavered up to 3 service
package value ol thausand
dullars per month, which s equivalent 10 one-
hatt the cost of alternative care n the average
atea SNE £ Services available in the expanded
patkage it de:
- VYisiting roanset
= Dccupational, specch, and physical therames*
Personal care workerhome bealth ade®
- Homemaker o ore semvices®
- Adull day careiday hospreal®
Home-delivered meals®
- Medicd transportation — Ambulance and chair
car oy he included for hamebound, disabled. *
Case marnagement - The prescrption and prowvs-
w100 ot services in the home- and community-
based services area will be overseen by a case
nmanager or case management team, Case man-

*The actual dodlas vatue ul the pack sy, will be determmed hy bocal nuesing
honecants § otts alcare mas eaceed the dollat cap tociwo months pes year
it a movement ot rusls below the cap s eapected
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agement matches services to needs and also
coordimates with pruvision of $HMO medical
services, Home- and community-based services
and (ase management will be avarlable to both
extremely and moderately impaired enrollees.

OPTIONAL BENEFITS:

Routie and preventive dentistry.

Additional transportation beneftts. *

Respite care.*

Socal day care.*

flectronsc monttonng.*

Replenishment of Ileume reserve of nursing
home days - Enrollees who use some or all ot
their 100 lifebme reserve daysof regular SN care
(or the equivalent in ICF days) and who subse-
quently return to the community can rebuild
their reserve at the rate of (for example) three
cays per month of residence in the community.

The Gerontologist
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ITEM 6

THE JOHN TENTEN GROUP

Full-Program Retirement Residences
Nonh 7007 Wiscomb Street. Spokane Washington 80208

(500) 480-7612

GUIDELINES
FOR PERSONS OR GROUPS
INTERESTED IN BUILDING
A "FULL-PROGRAM" RETIREMENT RESIDENCE
IN THEIR COMMUNITY

HOW THE JOHN TENTEN GROUP WORKS

The John Tenten group is a talent pool of specialists representing
all aspects of retirement home development: design, financing,
construction, marketing, sales, programming and administration.

They have teamed their efforts to offer communities the full range
of professional services necessary to build and operate Fulle
Program retirement residences.

The Group provides a turnkey operation - completely building the
residence from concept to completion for the sponsoring organi-
zation. The Qroup is paid normal professional fees for their
services (architectural, financial, marketing, sales, and program
& administrative setup). Upon completion, the residence 1s turned
over to the sponsoring organizat.on to fully own and operate.

The Group is an independent, professional association, incorpo-
rated in the State of Washington, working throughout the Northwest
with organizations of all types: church organizations of various
faiths, community betterment groups, chambers of commerce, civic
and social organizations, health organizations and others.

On the following pages you will find details of how the Group
functions: ’

1. Concepts for providing quality retirement.

2, Fnancing - how the residences are bought and paid for.

3. Services offered by the Group.

i, Professional makeup of the Group.

5. Building record,

6, Marketing facts.

) ¢
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CONCEPTS

There are a number of inique concepts embodied in the residences
built by the Group, which, in total, make the resiednces extremely
attractive and marketable.

"Just like home."

Apartments and amenities are built to be home-like, providing the
warmth and graciousness that retirees are used to and find comfor-
table. The apartnents are large - generally over 600 to 1000+
square feet. Each contains one or two good-size bedrooms, a large
living room / dining room, a full~-size, completely equipped
kitchen, one or two bathrooms, and ample storage. In the newer
developments, each unit has its own sundeck or garden patio.

The Full-Program concept

John Tenten residences go far beyond being just beautiful places to
live. The world is full of apartment houses and condominiums that
provide four walls, but no support programs whatever, The beauty and
power of John Tenten resirences is that they provide all the myriad
of life-giving, joy generating programs that it takes to meke life ~
not Jjust bearable, but abundant. Here are the four keystones that
make up Full-Program retirement:

1. A Meal Program The residents take their main meal each day
together in the central dining room. Its a time to dress up and join
with friends for a delicious, nutritionally balanced meal served

in beautiful surroundings by attractive walters and waitresses.

This one hearty, wholesome meal insures seniors getting the nourish-
ment their bodies need. Breakfast and lunch, they are encouraged to
prepare in their own kitchens, or they are offered, opticnally, in
the dining room.

2. An Exercise Program Regular, planned group and individual
exercise programs are offered to help keep minds and bocies young and
vigorous. A fully-equipped exercise room is provided, and newer
units contain a hot tub/spa, an indoor swimming pool, and a track
for year-round walking and jogging fitness.

3. A Prevention & Early Detection Health Program A visiting
nurse monitors residents' health watching for early warning signs
so 1llnesses can be caught before they become serious. She works in
cooperation with residents! personal physicians, renc: cing on progress
and helping with medication if needed, Frequently a doctor will
release an older patient to their own residence rather than remanding
them to a nursing home, because they know the nurse is there to
watch things and keep the doctor informed - and also because the
doctor knows his patient will eat well (see Meal Program, above)
and will be surrounded with friends to watch after them.
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John Tenton residences are not nursing homes. On the contrary, they
do everything to keep people ocut of nursing homes, ind their track
record is extranrdinary, Last year, at Lilac Plaza, with 220 resi-
dents, many of them well up in years, only five had to go to a
nursing home during the entir¢ year. That may well be a national
record.

k. Active Social, Spiritual, Educational, Recreational and
Vocational Programs "There is always something going on', say
our people. A person can have as much or as little to do as they
please, They can be with people if they want to, or enjoy the
privacy of their own lovely apartment. The magic is in having the
optionsl Loneliness - frequently the heaviest of all burdens for
retired people - simply doesn't exist, or needen't exist. John
Tenten residences have a magnificent array of planned and spon-
taneous activities, Each has a Craft Room...Woodworking Shop...
Library...lounge.,.All=faiths Chapel...Beauty Salon...Exercise
Room, « ,Game Room, .,Commissary..Laundry...and a large farm & garden
area, A Residents' Council makes decisions for programs and
activities in a democratic, participatory manner.

| Y
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EINANGING

1. Modified Condominium Concept  The residents who will 1live
in the ome, provide the Mmoney for its constructior,, Seventy percent
of retired people own their own homes, The 8ale of their home pProvides
the money for purchasing an apartment unit, With home prices as

relatively, a person usually realjzes additional equity from their
home sale, that becomes fvailable to invegt, or enjoy, Financing can
be arranged to bridge over any length of time it might take g house
to sell,

2, Refundable Purchase Price The residents purchase their
apartments, and whanever they leave, for whatever reason, their
money is refunded in full (less a 10g reserve). The refund may be
given or willeq to an heir, as the owner chooses, This ig in contrast
to traditiona) retirement homes where the money reverts to the
organization, This Refundable concept is new ang ideally suited to
our modern times and thinking, 1t ig simply a matter of building the
refund into the proforma up front, with the refund made when the
unit is resold,

In addition to the purchase price of 4 unit, the resident pays a
moderate monthly fee that covers their meals, maintenance, and all
other expenses xcept personal telephones, The fee is typically about
$325 to 375 a month for & single person; $425 to $475 for g couple,

groups, etc, ) enabling residence unitg to be offered for sale at
Just what they cost to build, Meals ang maintenance, because they
contain no profyt motivation, can be provided in an uncompromised

Where a community needs and wants a residence but has no one
organization to undertake the work, the John Tenten Group may
assist in developing a community orzanization that wil) qualjify

for nonprofit status, In some cases a coalition of different groups
can be pit together to form & sponsoring organization,

ERIC
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{page 5. - Financial continued)

All building undertaken by the John Tenten Group is self supporiing s
free enterprise, requiring no government funds or involvement.

Modifications can be made in the preceeding programs to suit local
conditions and attitudes, but it is important that the main elements
easentinl to quality retirement be preserved,
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1.
2
3
u.
5
6.
7.
b,
9

SERVICES
OFFERED BY THE JOHN TENTEN GROUP

Market feasability research

Setup of spcnsoring organization

Concept planning

Site selection, zoning, permits, other legal requirements
Architectural design & engineering

Construction supsrvision

Financing

Marketing & Sales

Staffing assistance

10. Management & operations (manual / training)

11, Quality-of-life programming (manual / training)

12, On-going consultation and quality control

2
(o8
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PROFESSIONAL STAFF OF THE JOHN TENTEN GROUP

John Haugan President of The John Tenten Croup.

Pastor, builder, author, administrator. Mationally recognized
authority on aging. Delegate to the White House Conference

on Aging. Administrator of the 175-unit Lilac Plaza and
96-unit Holman Gardens, Spokane, Washington. John has a
special gift of compassion and concarn for the elderly,

and has been a prime mover in developing many new advances,
including legislative changes, enriching the lives of
retirees.

John Molander Architect & Design Engineer.

One of the foremost designers or retirement residences
in the nation. Principal in the firm of The Molander
Associates, Spokane, Washington. John has designed many
of the outstanding landmarks in the Northwest, including
the Cheney Cowles Museum, KHQ TV & Radio Studios, over
a dozen buildings on the Whitworth and Washington State
University campuses, and many churches, schools and
commercial buildings throughout the region, His firm
now devotes its services almost exclusively to retirement
homes , having built eight of major importance.

Geraldine Brown Realtor, Sales Counselor, Public Relations
specialist. Geraldine brings over 20 years of sales and
public relations experience to the John Tenten Group. She

is responsible for selling and set! g up sales organizations
in the communities in which the Group works. She works with
rare sensativity in dealing with elderly persons, Geraldine
1s a long time director ot the Spokane Baptist Association
Homes, Inc., owners of Lilac Plaza and Holman Gardens,

Richard Muginot Marketing & Sales.

A marketing professional for 30 years; in senior management
positions in three billion-dollar corporations: Vice President
of Marketing for all Bon Marche Stores, Vice President of
Marketing for the May Company, Colorado Division. Member of
Management Board of the Dayton Company. Honored nationally

in Who's Who., Recipient of the Socrates Award for the best
advertising in America in his field. Dick now devotes his

full time to marketing and sales in the John Tenten Group.

Other Professional Associates

Financial: Roger Fruci & Associates PS, Certified Public Accountants
Thomas Brown, Financial Consultant
Helen Berglund, Financial Consultant

Legal: Clausen & Brown, Attorneys
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BUILDING PROJECTS
Lilac Plaza, Spokane 175 units
220 residents
$5, 000,000

John Molander designed and built this magnificent
high-rise apartment complex in 1972, John Haugan
has been 1ts Administrator since its inception,
It was here that “Full-Program® retirement was
developed as a concept, and then a reality by

John Haugan,

Holman Gardens, Spokane 96 units
120 residents
$5,000,000

Designed, built, marketed, sold, and administered
by the John Tenten Group for Spokane Baptist
Association Homes. A deluxe two-level condominium-
style residence , first in the nation with a fully
integrated wholistic health facility containing

an indoor walking-jogging track, indoor swimming
pool, and hot tub/spa,

Hill-Ray Plaza, Colfax, WA L2 units, 1st phase
k2 additional units, 2nd phase
$k,100,000

The first "Full-Program" vesidence to be built

in the great Palouse Country, Initiated by a group
of concerned local citizens who formed a nonprofit
community organization and engaged the John Tenten
Group to do the complete package. Construction
announced for October, 1943,

Lewiston~Clarkston 120 units
etiremen ar 150 resgidents
$5,500, 000

Land has been optioned and a community organization
formed to spearhead this first-of-its kind retirement
residence to be shared by the Idaho and Washington
cities of Lewiston and Clarkston. Startup is

planned for early 19H).

ERIC 1238
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Other Retirement Residences
built by The Molander Associates

Locations in Washington State:

Deer Park (2) Harrington
Lacrosse Chewelah
Creston (Plus Lilac Plaza

and Holman Gardens
listed previously)

38-441 0 - 84 - 9
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CRITERIA USED FOR EVALUATING
REQUESTS FOR HELP

The John Tenten Group evaluates requests for assistance, based on
the following criteria;

NEED The number of retired persons living in the area,
needing housing, The number and quality of retirement.
facilities currently in the area,

SUPPORT
The makeup and strength of the groups and
individuals in the community who will constitute the
supjport group(s) for the project,

The Group welcomes inquiries, and would be pleased to host individuals
and groups wishing to come to Spokane to visit Lilac Plaza and/or
Holman Cardens and see “Full-Program" retirement in action,

CONTACT: The John Tenten Group
N, 7007 Wiscomb Street
Spokane, WA 99208

(509) Ll9-7612 or
924-7020
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{page 11,)

HARKETING FACTS

OF SPECIAL RELEVANCE TO
SENIORS

Seniors age A5 and over represent the fastest growing demographic
segment of Americn society. This year they passed the Teenage
Group as numerically the largest age group in the United States,

The number of Seniors has doubled in the past 30 years (from
12,5 million in 1950 to 25 miililon in 1980 = a 100% increase), -

The number is expected to double again in the next 30 years (from
25 million to over 50 millTon)

In 3O years trom now, one out of every four Americans will be
65 or older,

The need f'or quality housing for Senicrs is presently considered
“Acute" in many areas of the U,S.

Retirement homes being built now are filling a great need, and

seemed destined to be in high demand both now and in the fore-
seeable future,
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LTEM 7

5719 S. Morgan Place
Seattle, Washington 98118

July 19, 1984

The llonorable Daniel J. Evane
wpeclal Committee on Aging
Washington D.C, 20510

Dear Senutor Evans:

I want to thank you for inviting me to attend the hearing of the Senate
Special Committee on Aging on July 10th and making it possible for me to
add some remarks at the close of the scheduled testimony, As I mentioned, I
am currently Vice-chairperson of the Seattle-King County Advisory Council on
Aging and Chairperson of the Council's Long Term Care sub committee. Having
worked with the elderly and thelr families for over 15 years at the Universi-
ty Hospital and the Family Medical Center at U.He, in particular, I became
very familiar with the needs of the elderly.

I want to reiterate a few points made at the July 10th hearing: many
times soclal, emotional and environmental factors have an impact on illness
and result in reduced functioning of' the elderly. Therefore, it is highly
important to provide social services including case management to the elder-
ly and their families, This,not only, will help keep the elderly from costly
institutionalizatlon, but will add to the quality of their 1lives.

Because of the complexity of soclal services: large numbers, diversity,
eligibility factors, locations, waiting lists, access and continuous changes
(services--droppped services because of reduced funding and new services,
locatlons, etc. This requires a skilled person, who is working constantly
with the agencies and the various services in order to seek out the most
appropriate and avallable service and to bridge the needy person and the
service., Follow-ug and a review schedule is necessarys are the needed ser-
vices being provided? Are there changes which would reduce or increase the
need for service or change of services? Hence, case management--Senior In-
formation and Assistance and Outreach are vital, Funding must be adequate
for these services,

I reiterate from my testimony: all health services to persons with
long-term, chronic conditions sholld be pooled. States should be given pro-
rpective payments, tased on good estimates of the frail population at risk
for institutional placement., This allocation should be based on adequate
estimates, reflecting the accurate growth of the aged population annually
and include a reasonable, planned inflatlon factor in line with the economy
as a whole,...tax credits for families carrying for the frail elderly at
risk for institutionalization would make it possible for more elderly to be
cared for at homs.

As I mentioned at the hearing, the Long Term Care sub-committee of the
Seattle~King County Advisory Council on Aging will submit written testimony
following the next meeting, August 7th. 1f 1 or the LTC committee can be of
to you, please let me know,

Sincerely,

ﬁﬂ‘vt,/

Rova K. Twersky
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ArPENDIX 2

LETTERS AND STATEMENTS FROM INDIVIDUALS AND
ORGANIZATIONS

ITEM 1. LETTER AND ENCLOSURE FROM EDGAR F. BORGATTA, PH. D,
DIRECTOR, PACIFIC NORTHWEST LONG-TERM CARE CENTER, UNI-
VERSITY OF WASHINGTON, SEATTLE, WA, TO SENATOR DANIEL 1.
EVANS, DATED AUGUST 14, 1984

DEAR SENATOR EvaNs: I am pleased to have the opportunity to supmit the
attached written testimony for the Senate Special Committee on Aging, Seattle
field hearing,

I appreciate the assistance your legislative assistant, Lisa Marchese, has pro-
vided to the Long-Term Care Center's Linison Specialist Liz Roberts in schedul-
ing mutually convenient deadlines for submittal of the Center's testimony. Ms.
Roberts represented the Center at the July hearing and will continue to be the pri-
mary contet person with your stafr.

Please let me know if you or your staff would like additional information on
the Center’s projects. We look forward to a continuing working relationship,

Sincerely,
Epear F. BoRGATTA, Ph, D.

Enclosure.

STATEMENT oF DR. Encar F. BORGATTA

I am pleased to have this opportunity to submit testimony on behalf of the
Kn‘clﬁc Northwest Long-Term Care Center to the Senate Special Committee on

ging.

As you know, the Pacific Northwest Long-Term Care Center, located at the
University of Washington in Seattle, is one of the 11 long-term care gerontology
centers funded by the Administration on Aging under the auspices of the Older
Americans Act. The Center, which was established in 1980, engages in research
and demonstration projects, works with community agencies to develop service
models, develops and offers training programs and conferences, and provides
technical assistance and information to the aging network in region X: Alaska,
Idaho, Oregon, and Washington. The Center is formally affiliated with the six
health professional schools in the Health Sciences Center of the University of,
Washington and is advised in its activities by a regional steering committee com-
posed of the four State directors on aging in region X and the region X program
director of the Administration on Aging.

The growing population of older persons, coupled with the growing cost of
long-terin care, presents a majlor challenge to government, business, philan-
thropy, and education, particularly in the Pacific Northwest. Three of the twelve
States which have had elderly population increases of at least 10 percent since
1980 are in the Pacific Northwest: Alaska. with an increase of 23.8 percent:
Idaho, with an increase of 11.6 perceut; and Washington, with an increase of
10.R percent.

Operating on the basic premise that there i{s no single answer for the needs of
the chronically ill elderly and there is no single answer for improving the long-
term care service delivery systemn, the Center {n its research. training, education,
technical assistance and information dissemination roles strives to explore mul-
tiple alternatives and options along the continuum of care. Therefore we are
working collaboratively on projects and programs in institutional and community
bused care. We are involved in rural and urban settings, in exploring models in
the academic setting and in the fleld and in providing training and education for

(129)
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the present and the future practitioner, We are in fact implementing the focus
of this hearing : partnershipy,
for the information of the committee, and other Interested persons, I would like
to provide brief descriptions of the Center's projects which have national impli-
cations. T would of course be happy to provide more detailed information upon
request.
ALTCARE

Policymakers at all levels of government are faced with decreased public re-
sources and an increased demand for long-tern care services. In their efforts to
meet this demand and to keep costs from further accelerating, they are being
forced to consider changes in the availability of services, in reimbursement rates
and eligibility criteria. To date, however, policymakers have not been able to fore-
cast the likely ramifications of their policy changes.

Alteare is a computer based planning program developed by Center staff which
we hope can be used by policymakers at the local, State, and national levels to
study policy options for long-term care services and to analyze the impact on a
broad spectrum of services.

Two major projects in the coming year will be extensions of the Altcare model.
In the State of Alaska, the original intent was to adapt Alteare for use in plan-
ning long-term care services in Alaska. However, additional opportunities arose
to gather vital information about the total population ¢ older Alaskans and to
develop tracking systems that would ultimately provide a wealth of information
needed for accurate planning and reporting.

This project has State, regional, and national implications. By providing the
State with the first set of reliable data on the characteristics of its older popula-
tion and patterns of health and social service use, the project will provide the
foundation for making critical policy decisions concerning long-term care serv-
fces, In addition, by providing a tracking system, the project will enahle con-
tinued collection of data in a form that ean he used for planning as well as pro-
viding of status reports in a cost eflicient manner. The completed tracking system
can provide a prototype for State units on aging and aren agencies on aging
throughout the Nation.

The other project which will build on Alteare is in Isiand County, WA, where
the model will he utilized ns a planning tool for projecting nursing home bed
needs, In cooperation with the IPuget Sound Health Systems ageney and the area
ageney on aging for that county, the Center will obtain data to implement Altcare
and will apply it to ohtaining infarmation necessary to address eritical long-term
care poliey decisions at the local level, Like the Alaska project, Island County
has loeal, regional, and national implications. Of specinl importance is the ability
to account for the supply and demand of community based services when address-
fng policies governing the supply of institutional services.

FAMILY SUPPORT PROJECT

The Family Support Project is a 5-year federally funded research and demon-
stration project of the Center. The purpose of the project is to determine what
types of services best help families who are caring for, or regularly assisting
their impaired elderly members, Both the [Health (fare Finuneing Administration
and the Administration on Aging have provided funding to the project, which is
based in King County, WA,

Nervices provided by the program include family edueation seminuars covering
a wide range of information useful to persons who nre assisting an elderly rela-
tive; family coordination services providing a social worker to visit and consult
with famillies and el-lerly clients: caregiver support groups for families who wish
to gshare their experiences, learn coping tactics and meet new friends through
these groups; and respite services available to families In their homes, in a
nursing home, or in an adnlt day care setting. Over 1,000 families are expected
to participate in the experience before its completion in 1986,

CASE MANAGEMENT

Iealth and social service programs for the elderly are often fragmented. Pro-
grams differ, eligibility for program participation varies greatly and numerous
organizations and agencies provide a variety of different services. This can he a
frustrating and time consuming maze for frail elders and their families as they
attempt to find and obtain needed services. To address these problemsy, case
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management has increasingly been a key recommendation for improving the long-
term care delivery system.

However, case management programs across the country differ in several
important dimensions. We have begun work on a project which will identify,
retrieve, analyze, and classify approaches to case management that have been
developed by organizations involved in the delivery of long-term care services.
Particular attention will be paid to developing an understanding of what kinds
of case management are implemented in different gettings. We will publish a
volume from this activity that it will be disseminated nationally to the aging
network.

VETERANS ADMINISTRATION/ADMINISTRATION ON AGING COLLABORATION

In 1976, there were 2.3 million veterans 65 and older ; today, there are 4 million.
13y 1990, the number will grow to 7.2 million and by the year 2000, to 9 million.
A8 they age, many veterans will need a mix of acute and long-term health care
“hat the VA medical system is not equipped to provide.

Since January 1984, the 'acific Northwest Long-Term Care Center has been a
participant in a joint working group of the Veteran's Administration and the
Administration on Aging. This group has been exploring potential collaborative
projects, These deliberations couid stimulate the development of several demon-
stration efforts between the two agencies that would enhance each agency's
capacity to provide comprehensive services to their elderly clients. At the regional
level, we have also been exploring closer coordination and cooperation between
these two systems.

ALZHEIMER'S DISEASE

In light of the growing numbers of individuals and their families whe will
suffer the consequences of Alzheimer's disense, the Center has been and will
continue to be involved in « number of projects related to this debilitating disease.
We have been participants, with oiher departments at the University of Wash-
ington, in a number of research projects including the epidemiology of Alzheimer's
and adaptation among the elderly with Alzheimer's.

Additionally the Center, in response to the Administration on Aging's initiative
on the development of caregiver support groups, will sponsor a day-long con-
ference in September for Washington State service providers and other interested
persons, titled, “Alzheimer's Disease : Supporting the Caregiver.” Building from
the conference, we also are planning the development of a public information
package to be utilized by area agencies on aging and other components of the
aging network to provide basic information on the nature of the disease, its im-
pact on families, the value of caregiver support groups, and related issues.

I have provided brief summaries of some of the service models and research
projects which we are working on. Additionally, we are, on an ongoing basis,
actively involved in educating new practitioners, providing ongoing training to
professionals in the field, providing technical gssistance to community agencies,
and disseminating information to the professional and the public,

We feel our projects will be of value ouly if they are known by legislators, by
researchers, by workers in the field. Long-term care gerontology centers have a
unique opportunity to induence the design and the cost of a major service delivery
gystemn : long-term care to the chronically ill elderly.

At the Pacific Northwest Long-Term Care Center, we have made a concerted
effort to work collaboratively with local. State, and Federal levels of government,
with private community agencies, and with other educational institutions. We are
pleased that Senator Evans is representing the Northwest on the Senate Special
Committee on Aging. We look forward to working with Senator Evans and other
members of the committee in our common pursuit of improving the effectiveness
and the efliciency of our long-term care services.

ITEM 2. LETTER AND ENCLOSURE FROM FRANK BAKER, VICE PRESI-
DENT, WASHINGTON STATE HOSPITAL ASSOCIATION, SEATTLE, WA
TO SENATOR DANIEL J. EVANS, DATED JULY 18, 1984

Dear SeNATOR Evang: I was delighted to have the opportunity to visit with
you during your time in Seattle last week, and to again share ideas about the
health care delivery in Washington. We are working on the comparative data on
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medicare costs in Washington and the national average, and will forward it to
you as soon as it is completed,

We also appreciate the opportunity to present our enclosed testimony to the
Senate Special Committee on Aging. We offer our suggestions in the context of
the unique and cooperative efforts that characterize the health care environment
in Weshington. As we have discussed, it is thls environment of collaborative
effort that contributes so much to the innovative and effective solutions developed
here.

We look forward to hearing the conclusions reached by your committee and
for continuing opportunities to work with you on these and other health issues.

Sincerely,
FRANK BAKER,

Vice President.
Enclosure.

STATEMENT oF THE WASHINGTON STATE HOSPITAL ABSOCIATION

The Washington State Hospital Association is Meased to offer testimony on
hehalf of {ts 119 member hogpitals to the Nenate sSpecial Committee on Aging.
We gre sympathetic to and supportive of desires to foster individual independ-
ence and appropriate long-term care service utilization for the elderly of the
Ntate. We also recognize the potential gocial advantages associated with the
development of noninstitutionally based long-term care programs for the future.
We du feel strongly, however, that a consideration of the implications of such
decisions on the hospitals i the State should be part of the policy/design process.

Acute-care hospitals have not, for the most part, been included in the debate
over the future of long-term care. This exclusion may seem reasonable to poliey-
makers, who already face an exceedingly complex get of gervice providers and
funding mechanisms. It I8 certainly true that the proportion of long-term care
provided at present by acute-care hospitals is relatively small. The fact remains,
however, that in 1983 12 of Washington's community hospitals operated long-
term care units, providing 125,000 days of care. On an “average"” day in 1983,
then, some 350 residents of the State received care in a unit that was designated
a8 long-term, yet was operated by an acute-care facility. At present. in three
counties (Ferry, Garfield, and Lincoln), the only formalized long-term care
rervices avallable, are operated by community hospitals. In addition to these
long-term care units, some 16 of the State's commmunity hospitals participate in
the “swing bed"” program, which allows small rural facilities to uti‘ize a specified
number of beds on either an acute or a long-term care basis, dependent upon the
needs of a particular patient.

In summary, then, Washington’s community hospitals at present play a small,
but in some areas, vital role in meeting the long-term care needs of the State’s
elderly population.

As we look to the future, however, it appears certain that demands on the
resources of many of the State's comnunity hospitals will come more and more
from the long-term care continuum, The growth in the number of elderly, if
coupled with the continued development of State ind Federal long-term care pol-
leley which discourage the expansion of nursing honies, can be expected to create
an environment in which community hospitals will provide an ever-increasing
portion of the skilled long-term care needs In the State, especially in rural
communlties,

In an effort to develop effective and efficient models of care in view of these
trends, we would add our voice to the chorus in calling for improved coordination
of the mix of providers and payers for long-term care services, A single entry
systemn of care which provides appropriate, sensitive. and efficient treatment will
be difficalt to design and maintain, It is much more likely, we believe, that such
a systemn can he developed which is responsive to the particular resources, needs,
and desires of a given community through local and State initintives rather than
through broad systemwide directives. In many communities and particularly in
rural areas, the tax-supported community hospital is the focal point for health
care, and, we belleve, the most logical coordinator for the continuum of services
which will be required in the future.

With this in mind, we would propose the following suggestions for legislation
which, from our perspeetive, would encourage effective and eflicient care,

A vertleally integrated system of care 1s essential. This involves the capability,
on the provider vide. to offer a comprehensive set of gervices to the community it
serves. The Washington State Hospital Association would propose the following
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specifie adjustments which would allow for the development of such services by
community hospitals .

(a) Eliminate certilicute of need requirements for “swing hed” participation
In rural areas, in cases where hospitals add no additional beds. The cost of pre-
paring for certificate of need review often outweighs the marginal benefits of
participation, with the result that rural hospitals are unnecessarily underutilized
and community long-term care needs are unmet.

(b) Prohibit certiilcate of need requirements for hospital-bused home health
programs. This wonld be in line with the report of the Ilouse Committee on Inter-
state and Foreign Commerce {11, Rep. No. 96-190, May 15, 1979.), which clenriy
stated the committee's position that supply of these services would respond to
market forces {f left unregulated. Similar consideration should be glven to pro-
grams for respite care and day care.

(¢) Relax statutory constraints on the size and location of hospitals which
may participate in the “swing bed" program. At present the program is limited
to hospitals with less than 30 beds in rural areus; small (100 to 125 bed) urban
and suburban hospitals are faced with difficulties gaining access to medicare-
certified nursing home beds on one hand, and occasional underutilization on the
other. A moderate expansion of swing bed utilization would contribute to effec-
tive resolntion of both prohlems.

(d) Continued discussion and demonstration projects regarding case-manage-
ment for the elderly seems both thnely and reasonable. In urban areas, in par-
ticular, this model for service coordination deserves continued attention.

In summary, we are convinced that the development of efficlent and effective
long-term care systems can be accelerated by the introduction of curefully con-
ceived and designed incentives, Iowever, the growing number of elderly will in-
crease the demand for these services, and the increasing lifespan of the elderly
Dopulation will compound the severity of their health problems. Even significant
advances in efficiency are unlikely to lower the total cost of the care system given
these realities; the best that can be hoped for is moderation in the rate of cost
increases.

This growth and aging of Washington's population presents sensitive and dif-
ficult igsues tn both policymakers in government and community health care pro-
viders. There is no question that meeting the dramatic health care needs which
are now commonpluace in forecasts for upcoming decades will require dynamic
leadership and creative adaptation in our health care facilities. Washington’s
system of hospitals is, by all common measures, one of the most efficient provider
of acute care services in the Nation. We stand ready to participate in a sensitive
partnership of citizens, public agencies, and private sector groups, and look
forward to developing innovative programs of care that will encourage the
independence and dignity of our elderly, support the invaluable aid of their
families and friends, and promote high quality, fiscally responsible systems of
care.

ITEM 3. STATEMUENT OF SUE LOPER-POWERS, SEATTLE, WA,
PRESIDENT, WASHINGTON STATE NURSES ASSOCIATION

Senator Evans and members of the Senate Special Committee on Aging,
my nanie is Sue Loper-Powers. I am speaking as the president of the Washington
State Nurses Ascociation, We appreciate this opportunity to present testimony
for the hearing, “Long-Term Needs of the Elderly: A Federal-State-Private
Partnership.”

As the profession providing the largest portion of health care services to the
senior population, registered nurses have n key to play in the creation of a more
responsive health care system for the elderly. The prediction of a burgeoning
clderly population in need of gervices in combination with the rising cost of health
care and a frightening national deficit make a national long-term plan for elder
heaiih care vital and the time frame all too short. Any plan developed must
maximize the independence of the elderly individual, sustain and support the
family and friend caregivers. and provide an adequate supply of appropriate
level services. As mentioned in earlier testimony common national goals and
objectives, stable funding sources, common eligibllity requirements consistently
applied and suflicient flexibility of programs to encourage creativity are
essential.
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The plight of elderly eitizens and their families has been clearly and repeatedly
outlined in previous testimony, therefore, we will not repeat those articulate
arguments, We will, however, note that emphasis on a multifaceted system is
crucial. This requires the building of a health care system not merely a medical
system. Medical care, the diagnosis and treatment of illness, is only che segment
of an adequate health care system for the elderly, S8ystems for the provision
of health maintenance and restoration, preventive and soclal services must be
included ir u comprehensive system.

Nursing is a health care discipline that is responsible for the provision and
planning of care, and the provision of care is the issue, Nurses assist families
and individuals to cope with fllness and ohtain their highest level of functioning.
Nurses teach coping skills. We would like to submit the following suggestions
for utilizing an underutilized resource, registered nurses, To plan a responsive
health care system for the elderly, we recommend :

(1) The establishment of community nursing centers (S, 410, Inouye and
Packwood). See attachment. We would suggest contacting ANA, 2420 Pershing
Road. Kansas City, MO, 64108, (816) 474-6720 for further information,

(2) Financial support of training programs for gerontological nurse practi-
tioners and the use of these highly skilled, cost-effective health care providers in
nursing homes, clinics, home-health care, etc. Currently, a 3-year research project
is being conducted by the Rand Corporation and Mountain States Health Corpo-
ration to study the cost and quality effectiveness of GNP’'s in nursing homes.
Contact Robert Kane, M.D,, the Rand Corporation, 1700 Main St., Santa Monica,
CA 80406, phone (218) 893-0411 or John R. Kress. senior staff associate, Moun-
tain States Health Corporation, P.O, Box 6756, Boise, ID 83707, phone (208)
342-4666 for further information.

(3) Changes in medicare regulations to enable the direct third-party reim-
bursement of nurse practitioners for scrvices provided to the elderly, Currently,
any medicare reimbursement of nursing services is tied to physician referral.
As much of the care required by the elderly is of a chronic nature, the appro-
priateness of this is questionable. We beljeve unnecessary restrietions on reim-
bursement for nursing services, particularly reimbursement of nurse practition-
ers by medicare, should be eliminated. A recent report of the House Select
Committee on Aging encourages removal of obstacles to the use of nurse prac-
titioners to improve access to quality health care.

(4) Any health care system for the elderly be designed with adequate con-
sultation and participation of registered nurses. We suggest contacting the
American Nurses Association which has neccess to the foremost gerontological
nurse experts in the Nation.

Nurses have always been providers of care for underserved populations and
have worked for years to improve health care to the elderly. Well-educated,
reg'stered nurses are presently dispersed at all levels of healthcare and are
prov'iing eare to the elderly. Their full participation in planning and adequate
uitlization in care delivery can only strengthen cost-effective service to this well-
deserving population.

ITEM 4. LETTER FROM ELAINE G. McINTOSH, SEATTLE, WA, PRESI-
DENT, BOARD OF DIRECTORS, WASHINGTON STATE HOSPICE ORGA-
NIZATIOX, TO SENATOR DANIEL J. EVANS, DATED JUNE 22, 194

DeAR SExAToR EvaAns: In earlier communications to you, the Washington
State Hospice Organization has expressed concern regarding the medicare hos-
pice henefit. T is letter gives greater detail about our concerns which are clagsi-
fled in three areas: administrative. financial and ethical. I will attempt to
capture the srecifies of our concern below.

ADMINISTRATIVE

1. The law requires that the hospice provide and be responsible for essentially
nll aspects of the patient’s care; eare received at home, in an inpatient setting,
a1l pharmaceuticals and supplies, all outpatient treatments, atl medieal equip-
ment nsed, This means that a hospiee must operate a far wider array of services
than are currcntly the usual practice in hospice. There are multiple problems
with this,

The vast majority of hospices are small. community based organizations which
are not preparcd to assume the ndmin/strative burdens and costs associated with
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such an operation. Though many small hospices are being acquired by large
organizations, the burdens still appear excessive, especially In view of the
uncertain number of patients who are likely to make use of this program.

2. The mode of operation required by the law is in direct conflict with the
practice patterns which currertly exist in most Washington communities, Few
hospices, especially on the west coast, are so centralized as to be able to man-
age the medicare program. Most hospices work with a varlety of different orga-
nizations and individuals to achleve their ends. For example, Hospice of Seattle,
a home care hospice, serves patieuts who would use, if necessary, any one of 17
area hospitals., The adminlistrative burdens of mannging the care for a handful
of patients from outside the hospital in 17 different sites, are staggering.

The law also requires that the hospice be “professionally, managerially re-
sponsible” for all aspects of care, including inpatient care. This means that
the hospital must allow the hospice home care provider to dictate what goes on
during the time the patient is hospitalized. Few hospitals, let alone the patients’
personal physicians who historically have been the source of “orders" for patient
care, are willing to give up control of patient care. The legal ramifications of
such an arrangement are unknown and for this and other reasons the American
Hospital Association has recommended to its members that they not participate.

3. The 80/20 rule. The statute states that no more than 20 percent of all
patient days can be institutional days. All hospice providers recognize and ngree
that the goal Is to keep the patient home if at all possible, However, no program
can predict what the absolute number of patient days, in home and in institu-
tion, will be. Further, this is not a per patient ceiling on the number of days, it
Is a per agency celling. So literally, every day of the year, the hospice must coin-
pute how many days of inpatient care they have available to “spend” on their
current patients. This is a management and ethical mghtmare. What does the
program do with a patient who needs to be in the hospital and they have no in-
patient days left? The program must make a choice between taking the financial
loss of paying for the hospital care or deny the patient needed care.

4. I'atient election of the benefit. In order to be on the medicare hospice benefit,
the patient must “elect” this program and waive their rights to their traditional
medicare coverage. This will discoura~~ many people from using the coverage.
It requires the person to psychologically acknowledge that they will soon die.
This Is simply not compatible with most peoples’ attitudes at this time. Patients
still hope. they still want access to treatment if something becomes available, they
still need to be allowed to cope with their illness in their own way, including
avoidance of the subject altogether. Though the patient can revoke the benefit,
that really does not solve the problem. The stress of such decisions in and out of
this program is a burden these people don't need.

FINANCIAL

Hospice care has never been delivered in the manner described in the hospice
law. Therefore the data which would tell us the cost of this care is simply not
available. The Health Care Financing Adimninistration (HCFA) does not know fit,
the HCFA hospice demonstration project does not provide it, and the hospices
don't know it. Therefore we have no basis upon which to evaluate the adequacy
of the areas. Yet the hospice must be financially responsible for everything the
patient needs. We cunnot calculate the actual potential financial liability. We do
know that many hospitals in this area will not contract with the hospices for this
care because the general inpatient day rate of $271 is too low.

ETHICAL

Ethleal eoncerns exist in two primary areas. First, day to day management
of patient care will be ethically challenging because of the 80/20 split, financial
constraints, and informed consent requirements. Ilowever there are other ethical
concerns that are far reaching for our society. The publie policy implications in
the medicare houpice law ig that if you are dying, you are not worth expenditure
of n8 much money as others and you may not have access to certain things, The
hospice movement has stood for something quite different. That is that the dying
person does still matter, and that society does still care and that the dying will
not be abandoned.

Though all health care providers are acutely aware of the scarce resource
problem, we do not feel that such a policy ay this should be entered into acei-
dentally—as occurred with the passage of this law,
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A tew of the WRHO's members are planning to try to make this program work.
They however conenr that this program is risky in many ways and realize that
they may not succeed.

Medicare bheneflciaries neeil access to hospice care, hospices need medicare
reimbursement to survive, Unfortunately, this program is unlikely to move us
much closer to either of those ends.

I am grateful for your interest and patience and hope this has helped you to
understand onr concerns. I look forward to further communication with you on
this important subject.

Thank you.

Very truly yours,
FrLAINE G. McINTOSH,

ITEM 5. STATEMENT OF RICHARD F. GORMAN, SEATTLE, WA

I am a retired senior citizen, 68 years of age. For 20 years I served on the staff
of the Washington State Medical Association. During that time I answered as
best I could many questions of the elderly and their relatives and friends on many
of the subjects being considered at today’s hearing. These were questions about
the personnl concerns which lie behind the financial and delivery problems being
discussed here.

One of the beneflts of a career in health services is that when you retire, your
similarly elderly relatives and friends contact you for advice and assistance on
their medical and health problems, including those of long.term care. As a rasult
I have found myself assisting several with chronic disease problems and termi-
nal illnesses. These experiences have provided me with a new kind of look at the
health services financing and delivery systems I worked with so closely for 25
years before retiring. Each week, now, I find more things to speak out about
regarding all that's being talked about and considered relative to the entire
health and medical care situation,

Specific to this hearing today, iy experiences lead me to strongly advocate
finding ways for us elderly to be nterdependent persons with something to give
each other in our personal human and physical environments to enhance the
quality of our healtl: care and our lives,

I understand the General Accounting Office and the Departiment of Health and
Human Services have studies showing that (0 to 80 percent of long-term care is
provided informally by spouses, other relatives and friends. Nursing home use
rates for unmarried (widowed and single) are considerably higher than for the
married elderly.

As many as 40 percent of nursing home patients could return home if appro-
priate support services were available. This means visiting nurse services, hospice
and home health services, etc. When these are provided there is little evidence
uf significant reduction {n total long-term expenditures,

I ask: Are there ways the elderly themselves can do more to help each other
to keep a high percentage of informally provided care? C'an we reduce nursing
home use rates of the umnarried? Can we return nursing home patients to their
homes? I suggest the elderly themselves can do something to provide a start on
affirmative answers,

I suggest serious consideration be given to ways and means by which the Fed-
eral Government can encourage the elderly to help eacli other, I have real mis-
givings about such an effort becoming super organized. I fcel this kind of inter-
dependent activity needs to be fostered and encouraged by community groups:
organizations of seniors, churches, unions, and others.

A very practlcal thing the Federal Government could consider is to provide that
senior citizens who glve this kind of help and service would be exempted in appro-
priate degree from the new taxes on their monthly Social Securlty checks,

Much more ueeds to be done to transiate this suggestion into onr daily life. But
this may be an ideu to start on in tapping the energies and participation of retired
persons in xoiving some of the problems connected with nging and long-term care.

I appreciate having the opportunity to make my views known and am hopeful
the Sevnate Special Committee on Aging will be able to give them further consider-
ation.
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ITEM 6. EXCERPT FROM LETTER FROM CARIL R. JOHNSON, EXECU-
TIVE DIRECTOR, COLUMBIA CLUB OF SEATTLE, WA, TO SENATOR
DANIEL J. EVYANS, DATED JULY 20, 1984

DEeAR SENATOR EvAns: My comments on the “alternative model” section are
these:

(1) Three of them weculd hardly be called models—they have existed long
enough to be called institutions.

(2) “Four models"—twnr of them, HMO's—hardly speak to the actual crea-
tivity we have here in Washington State.

(3) The Lilac Home story was a mo.¢l although it is limited to the small
percentage of the senior adult population who live in retirement homes.

I will see that your office will get more information about Columbia Club,
material which the other Congressmen have received through the years.

Columbia Club should have been an alternative model. A few of its first are:
First research nutrition site on the west coast (one of ten congregate sites in
1068), tirst nutrition site to have health screening and foot care service, first to
have hearing testing (and providing hearing aids—1973), first RSVP site and
the largest today in King County. 1 don’'t particularly like to have Columbia Club
classified as & senior center because of the connotation, Rather, it {8 more a
regional center whose “inembers” come from every area of King County plus
Pierce and Snohomish Counties, The main emphasis, in this order, is: Health,
exercise, education, and participation, Excellent linkages have been made with
several agencies to provide the needed services, Those we provide are funded
from donationy, contributions and grants.

In the area of health: Hearing and testing, health screening, foot care, diet
ussistance, hot meal at noon, health screening with a new topic each month and
the requirement that to get free screening one must attend the introductory lec-
ture. Mentai Health support groups. Counseling for groups and individuals.

In the aren of exereise: Tai Chi, Yoga, senior exercise, aquatic exercise in
shallow and deep water, senior swim, dancing,

In the area of education: Seattle Central Community College in a weekly lesson
plan, current event, Spanish language, Mandarin language, conventional Eng-
lish, Braille, Tuesday seminars,

In the area of participation: In 1988, 171 volunteers 60 and over contributed
34,430 hours—at minimum scale—an in-kind contribution of over $100,000. Duties
extend from kitchen to teaching to administrative assistance,

The services we provide are at no cost to the taxpayer, In addition to the local
contributions, we are able to encourage doctors and other professionals to volun-
teer their time, Beside being cost-effective, it helps the senior adult with scarce
dollars, Health screening is $2.50 (free if patient cannot pay). Compare that
with charges of $10, $20, or more for ximilar services by a doctor.

We are serving n popu.iiion 91 percent of whom are 80 percent of the median
income and below, and 30 percent are at 30 percent of the median and below.
Twenty percent of the population are minorities with Chinese being the largest
group, followed by Filipino, Chicano, black, and Native Americuns,

The Glaser Foundation over many years has believed in the direction we are
going and has funded a major share of the services. To its board, we will be
always grateful,

In 1974, the meals came under the King County Nutrition Program. Long
before that, we had shown that the meal was the “carrot” which brought people
out,

Professionals were hired (or volunteered) for blocks of time. Service agencies
were either paid by Columbia Club or volunteered their services. I'revention and/
or health mnintenance have been our bhagic story since 1972, All of these have
made n cost-effective program serving an average of 170 persons a day.

On top of that, there is a separnte organization known as the Downtown
fenfor Colmmbians for L. who attend. made up entirely of senior adults and
run by them. separately incorporated, 'They are politically involved with many
of the activists heing members. The Downtown Senior Columbians algso have
muade contributions to Columbia Cluh,

The model that Columbia Club projects is for every one. T have written to
President Reagan thut the model could work as wel) with welfare recipients.
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I believe a model that needs more publicity and research is the involvement
of persons with lesy than doctoral degrees. Indeed there are many services that
do not require a doctor or his high fees. I understand some hospitals have gone
to employing only registered nurses who perform the duties that LPN’s and
aides did before. This, I belleve, is going in the opposite direction.

The attachments to this letter are for your information—a letter I sent to the
Advisory Council on Aging and a copy of our brochure.

In the long run, the direction of Columbia Club will prove to be the most
cost-effective for everyone.

CARL R. JoHNSON,

ITEM 7. STATEMENT OF DOROTHY C. FLEMING, SEATTLE, WA

T was a concerned observer during this meeting. When medicare and medicald
function with the same rules and regulations; when local agencies coordinate
their various activities the 15 percent of the elderly needing care will be helped
with less trauma and expense as is now the case.

We do need a national perspective. Local community care is most important.
We must not, I emphasize this point, lose a sense of proportion. There are those
in other age brackets whose needs are also legitimate and must be met.

I am 76, a member of Group Health Cooperative of Puget Sound. Monthly dues
are no longer reasonable. Time and effort are spent on programs duplicated else-
where by local community based facilities, i.e., mental health services, nutrition
counseling, alcohol and drug abuse programs, senior wellness program, etc.

By definition when does one become elderly—5&6, 62, 65, 67?

When is an income insufficient ?

The bureaucracy rising from the long-term needs of the elderly is frightening.

O
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