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LONG-TERM CARE ASSISTANCE ACT OF 1988

FRIDAY, MAY 27, 1988

U.S. SENATE,
SuBCOMMITTEE ON HEALTH,
CoMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 9:35 a.m. in
Room SD-215, Dirksen Senate Office Building, Hon. George J.
Mitchell (chairman of the subcommittee) presiding.

Present: Senators Mitchell, Baucus, Rockefeller, Daschle, Pack-
wood, Chafee, and Durenberger.

Also present: Ms. Kathy Gardner Cravedi, Staff Director, Sub-
committee on Health and Long-Term Care of the House Committee
on Aging. : -

[’I(‘ll}e ]prepared statement of Senator Mitchell appears in the ap-
pendix. -

[ The press release announcing the hearing follows:]

[Press Release No. H-10, May 27 and June 17, 1988)

FINANCE SuBcoMMITTEE ON HeavLTH To HoLp HEARINGS ON LONG-TERM CARE

WasHINGTON, DC—Senator George Mitchell (D., Maine), Chairman of the Senate
Finance Subcommittee on Health, announced Friday that the Subcommittee will
hold hearings on S. 2306, the Long-Term Care Assistance Act of 1988. The first hear-
ing will focus on program benefits provided under the bill, and the second hearing
will examine the role of private insurance.

The hearings are scheduled for Friday, May 27, and June 17, 1988 at 9:30 a.m. in
Room SD-215 of the Dirksen Senate Office Building.

Mitchell said “The problem of providing long-term care for the nation’s growing
elderly population is one of the most serious issues facing Congress today.

“The current system causes disruption and hardship for the families of those
people needing nursing home, home health and respite care services,” Mitchell said.
‘These hearings will examine solutions offered in the Long-Term Care Assistance
Act, and will serve as a starting point for the Senate’s debate on the issue of long-
term care.”

OPENING STATEMENT OF HON. GEORGE J. BEITCHELL, A US.
SENATOR FROM MAINE, CHAIRMAN OF THE SUBCOMMITTEE

Senator MiTcHELL. Good morning, ladies and gentlemen. Today,
we begin consideration and examination of the long-term Care As-
sistance Act of 1988. The intent of this bill is to address the very
real problems faced by our citizens when they or a person in their
family need long-term care.

The emotional and financial toll exacted in the current situation
is enormous. When I speak to elderly citizens in Maine and in
other States about the concerns they have for the future, The fear
of the cost of long-term care is almost always mentioned.
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It is a fear of financial catastrophe. It is a fear of having to leave
home because they would have no way to pay for home health care.
It is a fear of being a burden on their families.

Why do we have such a problem? First, because Americans are
growing older. In 1900, one in 25 Americans was over the age of 65;
in 1986, one in eight was at least 65. The elderly population is itself
growing older. In 1986, about 40 percent of the population was 75
years old or older; by the year 2000, 50 percent of the elderly popu-
lation is projected to be over the age of 75.

In addition to the aging of the population in gereral and the in-
crease in the very elderly population in particular, a second demo-

, graphic factor has a profound impact on the need for long-term
care. That is the aging of the baby boomers, those born between
1945 and 1960.

As that group moves through the latter stages of life, its num-
bers will strain our capacity to provide health care for all of our
citizens. .

And a significant fact is that while today 12 percent of the popu-
lation is over age 65, in the year 2030 that number will almost
double. We must plan for this significant change.

As the population ages, particularly beyond the age of 85, the
need for long-term care for chronic illness increases dramatically.
While only approximately five percent of the elderly reside in nurs-
ing homes, a tremendous share of the financial resources of the el-
derly and their families, as well as of State and Federal Govern-
ments, are spent on that institutional care.

When we began work on the Catastrophic Care Protection Act,
the large void in long-term care became even more apparent. This
bill,d the subject of today’s hearing, was developed to deal with that
need.

The reality is that, as a Nation, we do not have a long-term care
policy. Services available to the elderly for long-term care are not
coordinated or adequately financed. Most elderly persons who re-
quire nursing home care must either be wealthy enough to pay for
that care themselves—and there are very few in our society who
can do so—or they are forced to impoverish themselves to become
eligible for Medicaid, insurance for the poor.

The current Medicare home health benefit is not adequate to
meet the needs of those who might be able to remain in their
homes, indeed who most often prefer to remain in their homes if a
better range of benefits were available. There is currently no Fed-
eral support for respite care or adult day care.

In short, existing long-term care services available to the elderly
are inadequate, poorly coordinated, and under financed. This bill is
the product of more than a year’s work and discussion with some
of the best minds in the country on the subject of long-term care.

I welcome the opportunity to discuss this complex subject with
many experts in the fields of aging, health insurance, and finance.
I hope this bill will stimulate debate and focus our thinking so that
we may come to a consensus on this difficult but very important
matter.

I expect and welcome constructive criticism of this bill. All as-
pects of long-term care policy ought to be explored so that a well
thought-out policy results. I lock forward to the comments of the
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distinguished witnesses here today as the next step in the impor-
tant task of developing a national health long-term care policy.

I am pleased to be joined by several of our colleagues here, the
distinguished former chairman of the committee, Senator Pack-
wocl){d..7 Senator, do you have an opening statement you care to
make?

OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S. SENATOR
FROM OREGON

Senator PaAckwoop. Thank you, Mr. Chairman. There is no ques-
tion but what Congress is going to enact some type of long-term
care bill. I don’t think it is going to be in this session of Congress,
but we will enact it surely before the next Congress is out.

And whatever we put in place will probably be what will stay in
place, even if it is a bad bill; it will be the bill that will stay in
place for a decade, a generation, maybe forever.

As I look at the way that we attempt to pay medical costs in this
country—both the way we pay them privately and the way we pay
them publicly—I find that the tax laws or the trade laws are a sea
of simplicity in comparison to the way we attempt to pay medical
costs. They are far and away the most complex part of the law that
this committee deals with, and I am not convinced they are all to-
gether fair. I am reasonably convinced they are quite inefficiently
provided.

So, now we are going to start down a road on long-term care.
Here we have a country that spends as much as any country in the
world of its total gross national product on health, if you count
what we spend publicly and what we spend privately.

And yet, I question whether we get any better health treatment
than many other countries of the world that somehow spend less;
and in some cases, they are countries that we would regard as, if
not primitive, certainly not advanced capitalistic societies and yet
have reasonably good health care.

In retrospect, I wisl: that 50 years ago employers had included
retirement health coverage with that health coverage that they
provided for their employees; and today, we would probably not
have a Medicare Program. We would have the equivalent of a Med-
icaid Program for those people who fell between the cracks; but
employers didn’t do that.

So, we have Medicare, and we should have. I wish that 50 years
ago employers had started to provide long-term health coverage for
their retirees, but they didn’t. I am not here to criticize them. For
whatever reasons, the unions didn’t ask for it in bargaining; em-
ployers didn't offer it; and we didn’t do it.

And so, we more or less find ourselves now, in terms of long-term
health coverage, where we were when we considered Medicare a
quarter of a century ago. I hope we can do everything possible to
encourage private sector participation in the providing of long-term
care, but we must not forget that there will be people who will not
have private coverage, who cannot afford private coverage, employ-
ers who do not provide private coverage.

And we cannot simply wave our hand and say, gee, that is too
bad. Too bad for Sally or too bad for Jim that they happen to work
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for the wrong employer or they happen to live in the wrong State.
Those people cannot be left out.

I hope in our desire to pass a decent bill, we do not pass one that
makes it very difficult for the private sector to get in; and I hope
we learn from many of the mistakes we have made as to how we
regulate, provide, and pay for medical coverage so that we don’t
extend those mistakes to long-term care. ‘

Thank you, Mr. Chairman.

Senator MircHELL. Thank you, Senator Packwood. In accordance
with the committee’s rules, the opening statements and question-
ing will occur in the order in which the members appeared; and
next is the distinguished Senator from West Virginia, Senator
Rockefeller.

OPENING STATEMENT OF HON. JOHN D. ROCKEFELLER, 1V, A U.S.
SENATOR FROM WEST VIRGINIA

Senator RocKEFELLER. Thank you, Senator Mitchell. Mr. Cair-
man, I alsc thank you for holding this hearing on the Long-1erm
Care Assistance Act of 1988. Your leadership on this very impor-
tant issue is admirable, as is your commitment whenever it comes
to matters of health. -

I still recall you in the recent conference on reconciliation, grap-
pling with a number of very serious issues. I think you had a tem-
perature of about 103 or 104; you were basically sick. You should
have been at home or in a hospital, but you hung in.

Senator MrrcHeLL. I couldn’t afford it. (Laughter)

Senator ROCKEFELLER. Because of what you couldn’t afford,
America is a lot better off.

The American people clearly want Congress to act on the need
for long-term health care coverage; and while it is obvious that
Medicare, Medicaid, other Government programs and private
health insurance must be expanded to cover long-term care, it is by
no means a simple or inexpensive goal to accomplish.

Thanks to the leadership of Senator Mitchell, Senator Bentsen
and the rest of our committee, we are close to enacting catastroph-
ic legislation that will primarily improve Medicare coverage of
acute care for the elderly. And perhaps there was a feeling after
that, Senator Pepper, that we could all go home and rest from our
labors; but that is not the case and that cannot be the case.

I think we knew that, when we made the commitment to focus
on catastrophic health care expenses, we would have to act on long-
term care. It is time to respond to the enormous problems that
befall the elderly, when they suddenly encounter the need for ongo-
ing long-term care at home, in a nursing home, or some other set-
ting.

Care in these cases may not require the sophisticated medical
technology of hospital care. It is as vital, however, to our elderly
and their ability to continue living, functioning, and remaining as
comfortable as possible.

Making long-term care affordable and available is, in 1ay judg-
ment, a financial and human problem of greater importance. We
must answer questions on who should pay, how much will it cost,
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and how to divide the responsibilities among Government, the pri-
vate sector, and beneficiaries, as Senator Packwood just referred to.

More specifically, we have to make it so that elderly no longer
will be forced to impoverish themselves when they or their spouses
need long-term health care and assistance. I believe the Long-Term
Care Assistance Act serves.as a fundamental first step toward solv-
ing this problem and filling in the gaps.

I should also note that I am pleased to be a cosponsor of Senator
Durenberger’s Rural Long-Term Care Demonstration Act, which
deals with concerns about the availability of long-term care serv-
ices. This legislation will test various ways of providing care in
rural areas and finding out what works best.

Some people think, Senator Pepper—and you are not one of
them—that health care for the elderly is an urban problem and
that somehow living in the bucolic settings of Appalachia or North-
ern Minnesota or other distant places puts all questions to rest.

It is quite the opposite in my judgment. Almost all of our seniors
in West Virginia are poor. When I was governor, we initiated a
very modest program called the Golden Mountaineer Discount Pro-
gram, to give seniors discounts at certain stores.

Members of the legislature thought that it was a boondoggle and
said that seniors can pay for their groceries; seniors can pay for
things the way others can. And I said fine; we will find out how
many of them are rich and how many of them are poor.

And we ran the test, and we found out that four percent of our
seniors in West Virginia were wealthy, and the rest were not. The
problems are overwhelming.

Your leadership is crucial. Your bil! is formidable. Between what
you are talking about and what Senator Mitchell is talking about
and what our various committees will do to fulfill our responsibil-
ity to the aged in the Congress, I have confidence that we will solve
this problem responsibly and humanely.

Thank you, Mr. Chairman.

Senator MiTrcHELL. Thank you very much, Senator Rockefeller. I
am pleased also to be joined by the former chairman of this sub-
committee, who served for 6 years with great energy and leader-
ship and has been a leader in the area of health care for the elder-
ly, Senator Durenberger. -

OPENING STATEMENT OF HON. DAVID DURENBERGER, A U.S.
SENATOR FROM MINNESOTA

Senator DURENBERGER. Mr. Chairman, thank you very much,
and thank you for this opportunity. You made reference to your
bill and the fact that you have some of the best minds in the coun-
try working on it; and I think all of us have been doing that for a
long time.

I had 12 hearings in January of this year with what I thought
were the best minds in the country, which were my constituents
back in Minnesota—in norithern Minnesota, central Minnesota,
southern Minnesota, and the metropolitan areas. And like all of us,
I still tend to think that some of the best sources of information on
trying to resolve this problem or take advantage of this opportuni-
ty are the constituents who, in one way or another, end up making
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the choices that need to be me e for care and then helping to fi-
nance those choices. ‘

I said yesterday, Mr. Chairman, at a hearing we had on another
generation—the problems of children in this country—that one of
the things that this generation needs to celebrate is the fact that
we have finally achieved a point where we don’t automatically po-
vertize the elderly when they turn 65.

While a lot of people go around saying—every time they write a
story—how well off the elderly are, and they show my parents sit-
ting in a spa in Senator Pepper’s home State. I think most of us
celebrate the fact that they aren’t in the poor house once they
reach 65 or 70.

But what we also celebrat~ ja this country is that medical sci-
ence and all of the technologv that has raised the price of going to
the hospital or the doctor—as for the chairman of this subcommit-
tee—has also made it possible for my parents to live so much
longer than the elderly havr ever lived before.

Invariably, in the hearings I have in my State we talk about de-
mentia and Alzheimer’s Disease. Somebody will say: Well, 10 years
ago I took my husband to the Mayo Clinic, and he was diagnosed as
having Alzheimer’s, and I thought the doctor said ‘‘old-timer’s” dis-
ease.

The reality is that today we are all experiencing a variety of
chronic illnesses that probably have always been with us. It is just
that so many more people today are experiencing them in such a
wide variety of ways, and we are committing resources to their so-
lution; but now the problem seems to be much larger, and the im-
perative is much stronger.

One of the urgencies, I suppose, in addressing this problem from
my standpoint is that we have been doing that in this committee
for the last 10 years that I have been here, Mr. Chairman. This
isn’t something new.

Maybe the focus on long-term care is new, but this committee
has spent a lot of time on this. One of the knocks on Senator Pep-
per’s bill is there haven’t been any hearings on the bill. We have
geen having hearings on this subject for the 10 years I have been

ere.

So, while we may not have had a hearing specifically on your bill
or on his bill, this committee has been having hearings on this sub-
ject for a long, long time. It is out of this committee that some of
the long-term channeling demonstration programs came, and we
have that going all over the country.

People on this committee were fighting with Dave Stockman in
1981 and 1982 to permit the social HMO demonstrations around
this country; and people on this committee continue to fight with
HCFA on Medicare waivers for community-based programs.

So, it isn’t as though we haven’t been at this for some period of
time. I think the problem that we face is that all of these demon-
strations and all of these experiments out there haven’t really
given us a clear path for us to follow. So, we tend to take whatever
is the most attractive path, in one way or another; and as our cata-
strophic efforts have indicated to us, sometimes the most attractive
is not necessarily the most beneficial.
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And I guess what the chairman is starting today on our behalf is
a path to a result that is both attractive and beneficial in a finan-
cial sense and in a way in which we can stop using these high cost
medical dollars to provide social services and housing services and
things like that for people, but do what we need to do in a way that
provides a greater set of benefits to a larger number of people.

Senator MitcHELL. Thank you very much, Senator Durenberger.

Just 48 hours ago, the House/Senate Conference on the Cata-
strophic Care Bill reached agreement, after several. weeks of in-
tense negotiations; and one of the principal reasons why we
reached agreement is seated to my right, Senator Baucus, who was
a member of the subcommittee that crafted the compromise on the
prescription drug provision and whose contributions repeatedly
broke logjams and enabled us to reach agreement on that historic
bill. So, we are very pleased to have Senator Baucus here today.

OPENING STATEMENT OF HON, MAX BAUCUS, A U.S. SENATOR
FROM MONTANA N

Senator Baucus. Thank you, Mr. Chairman. This obviously is
the next major step that this Congress and this country will take
in health care. I don’t have any lengthy statement, except to say
that I commend Senator Pepper, who has worked very long and
hard in this and other areas related to health.

I commend you, Mr. Chairman, Senator Durenberger, and others.
I hope that we can lay new groundwork this year. Even though we
will not enact long-term health care legislation this year, it is my
hope that we can make a very major new contributions to our un-
derstanding, to look forward to a solution that we will enact next
year.

So, I commend you and the witnesses, and I look forward to get-
ting on with it this year so that we can do a better job next year.
Thank you. .

Senator MitrcHELL. We are particularly honored to have as our
first witness Senator Claude Pepper, Chairman of the House Rules
Committee, one of America’s best known citizens and one who has
devoted a lifetime of public effort to improving the lives of other
Americans.

Senator, we are grateful for all you have done, for your continu-
ing contribution. By your very presence, you serve as a symbol of
what Americans can do through a long and healthy life, and we
are grateful for all of your efforts and your willingness to share
your views with us here today.

STATEMENT OF HON. CLAUDE PEFPPER, A U.S. REPRESENTATIVE
FROM FLORIDA

Congressman PeppER. Mr. Chairman and members of the com-
mittee, I thank you very much for your kind words of welcome and
for the privilege of being here before this distinguished committee.
You are to be commended for the lead in trying to provide needed
health care for the people of America, in this instance with empha-
sis upon long-term care.

Mr. Chairman, I have a prepared statement that I would like to
insert for the record, and I will summarize it for you as best I can.
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I am very grateful that I can come back here to this distinguished

forum to discuss a subject which first commanded my interest in

é238 when I, too, had the privilege of being a member of the
nate.

The Honorable Robert Wagner of New York introduced the first
bill on this subject that I know of having been introduced in the
Congress. It provided a system of national health insurance. Con-
gress did nothing about it.

Five years later, in 1943, I became concerned about the fact that
4 million young Americans of draft age were rejected from the
draft in time of war because of mental or physical deficiencies. I
thought that was a shocking commentary on our country.

So, I introduced in the Senate a resolution to set up a select com-
mittee to mnake a study of why so many young men of that critical
age were not able to serve their country in time of war. It became
known as the Wartime Health and Education Committee. For 3
years we made a study of the subject of education and health in
America.

At the end of our study in 1946, because I was chairman of that
committee, I introduced a resolution that provided a comprehen-
sive health care program—basically, what we have done since that
time. It contemplated the National Institutes of Health, which we
now have and which we have made much progress on. It contem-
plated setting up hospital faciiities with Federal aid.

It contemplated many othe~ advances in the field of health, but
at the same time, it was not approved either by the Congress of the
United States.

In 1945, President Harry Truman sent to the Congress a special
message asking for a comprehensive program similar to what my
committee had proposed for the American people previously. While
it attracted some attention and some discussion, at that time any
such proposal was regarded as what they called “socialized medi-
cine,” which intimated that it was a first cousin at least of Commu-
nism. And anybody who embraced it had questionable ideas about
patriotism in America.

Well, Congress didn’t do anything about any of these recommen-
dations until 1965. That year was a great year, as I believe this one
is also, Mr. Chairman and members of the committee, for the ac-
complishment of meaningful reform in the area of health care for
the American people.

These periods come along. There is a time for everything, the
Bible says; and I believe this is the time in the Congress of the
United States to adopt some meaningful measures that will provide
needed health care for the American people.

So, in 1965, we created Medicare. We know that that provided
hospitalization up to 60 days for the elderly; it also enabled older
people to consult a physician and provided that the Government
would pay 80 percent of the approved fees of the physician that
they consulted.

It didn’t do anything in the field of nursing home care for any-
body except the poor, and it didn’t do anything in the field of long-
term care, which is still a missing part of the American system.
But it made a very creditable beginning.
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At the same time, we adopted legislation setting up Medicaid for
the very poor—people who had very limited assets; and care under
that program is more or less comprehensive in character. There
are nearly a million people today in the nursing homes of America
who are maintained there by the Medicaid system; and we made
some enlargement in that system a little bit ago in the so-called
“Catastrophic Bill.” ’

Now comes the year 1988. That catastrophic bill has passed the
Senate and the House, and we will have it up before the Rules
Committee in the House on the 1st of June and before the House
on the 2nd of June. What does that legislation do?

It extends hospitalization throughout the whole year if necessary
and proper—365 days. It provides also that you don’t have to pay
but one deductible each year. As it is now, every time you go to the
hospital, in each benefit period you have to pay $540.

As a matter of fact, you will remember that, when we adopted
the Medicare legislation in 1965, I think the deductibles was only
$40 or $50; it was just enough we thought to keep people from
sponging on the system.

The catastrophic bill that is coming up before the House on June
2 makes a little bit of an advance in trying to meet the critical
problem of paying for prescription drugs. America’s elderly people
have to pay about $11 billion a year today. for prescription drugs,
and we in our conference have finally agreed on some assistance to
the elderly in getting the critical prescription drugs that they need.

So, all of that is to the good. We have made a commendable be-
ginning. But we have also had 23 years of experience since we
agopted Medicare and Medicaid 1965. We know what needs to
change.

We have found that trying to cope with the high cost of health
care is a problem not just of people in the lower income brackets.
People may be just a little above the eligibility level for Medicaid
and not qualify for its benefits.

I had two cases before my committee a little bit ago to show how
directly these problems affect the middle class people of America.

There was a man 83 years old; he had a wife of 55 years. He
wrote me from Maine that he couldn’t appear before our commit-
tee for the hearing on this subject, but he would like to tell us his
experience. He said, my wife developed Alzheimer’s Disease. I had
to put her in a nursing home. Then, I had a stroke; and then,
shortly after that, he said, I had to have one of my legs amputated.
Things went from bad to worse.

He said, now, Mr. Pepper, I am nearing desperation. My wife is
still in the nursing home. I have all these handicaps that I have
told you about, and we have almost exhausted our savings of
$160,000. Now, how many Americans have $160,000 in savings?

I had one other man—a fellow named Howard—from Maryland
who appeared personally before our committee. He said, I was
years old, I had a good job. My wife and I had a satisfactory home.
I had four health insurance policies, and we had $140,000 in liquid
assets. I wasn’t afraid of the future; I thought I was able to beat
any crisis that might come.

Then, he said, one day, the doctor told me—the same information
I got in 1977—your wife has cancer. I had to put her in a nursing
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home. Then, shortly after that, I had a stroke. Shortly after that, I
was trying to drive, and I had a bad automobile accident; and
things went from bad to worse.

All of my four health insurance policies yield me a total of $96 a
month in aid in paying these bills. He said, Mr. Pepper, I am des-
perate. We have almost used up our savings of $140,000.

We had a hearing not very long ago where we had six elderly
women testifying before our committee. At a time when catastroph-
ic illness struck their respective families, every one of the heads of
their families had good jobs. They had money in the bank. They
owned a heme; they had some health insurance. They thought they
were pretty safe for the future.

Then catastrophic illness struck. First went the savings; other
liquid assets followed. Finally, the last thing to go was the home. I
will never forget when one of those women, with tears streaming
down her cheeks, said, finally, there wasn’t anything else to do
except to sell our home. But she said, I dared not tell my hus-
band—who was in a nursing home—that we had to sell our home
to keep him in a nursing home. It would have broken his heart.

A million people a year in America become destitute trying to
meet the costs of catastrophic illness. That is the problem that we
are facing in America today, and that is what we are addressing
ourselves to in our respective pieces of legislation.

Now, my bill, which is shared by the distinguished chairman of
the Aging Committee in the House, the Honorable Edward Roybal,
provides long-term home care. We would like very much to have
gotten into the area of nursing homes, and I commend you upon
having included that in_your bill.

Maybe in conference, we can later work out a joint program that
will be satisfactory to us all; but we have concentrated on long-
term home care. And our long-term home care bill, we think, will
serve not only the elderly who are so deserving of it, but all the
gther people in America who have long-term illness, including chil-

ren.

When we first began to cons‘der this matter, we only concerned
ourselves with the elderly. And then we were informed that there
were at least 200,000 children that also had lcng-term illness.

And there were many among that grovp covered by Medicaid
and the people covered by Medicare who lhiad long-term illness of a
critical nature, like Alzheimer’s disexse. There are 3 million
people, as you know, in America who liave Alzheinier’s disease.
There are 5 million people who have heart trouble. At ieast a half
a million people have Parkinson’s diseise. There are half a million
people who are disabled because of accidents and the like.

And now, I don’t know how mar.y million there are who are the
victims of this terrible AIDS disease that has come to curse us in
our country. But there are millions who suffer from these tragic ili-
n}ssses, and that is the nature of the problem that is facing us out
there.

That is the reason that, in our bill H.R. 3436, we included all the
people who are chronically ill—men, women, and children.

Last year in San Francisco, I was holding a hearing. I had a
group of mothers sitting before me, each one with a little boy or
girl in her arms. I shall never forget the one who sat over here at
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the end, a beautiful little girl who had a peculiar illness that
caused her all of a sudden just to stop breathing; and in 3 or 4 or 5
minutes, she would be dead if somebody didn’t do something to re-
suscitate her.

So, the mother told of the ordeal she had had trying to carry on
her other duties, trying to provide a living, and look after that
little child who required such constancy of care.

A little bit ago, my niece from Fort Lauderdale, FL called me up
on the phone, and said a lady friend of hers from Fort Lauderdale
had called her that day. She said, my father and I live together in
our family home. I work to support the family. She said, my father
has Alzheimer’s disease, but heretofore I have been able to take
care of him by being home overnight and being home at lunch in
the daytime.

She said, now, his illness has progressed to the point of disability,
which requires somebody to be right beside him all the time. She
said, what am I going to do? If I quit work, then there is nobody to
support the family. I don’t have the money to hire somebody to
stay there with my father all of the time when I am not there.

She said, I don’'t have the money to put my father in a nursing
home. I wish you would ask your uncle when he thinks some legis-
Latlion is going to be passed by the Congress that will give me some

elp.

We regard that as a typical case.

I asked those mothers in San Francisco: Are you getting any Fed-
eral assistance in trying to take care of these children who have
long-term disabilities? One said, no, we are not getting any Federal
help. The only assistance we are getting is from the State of Cali-
fornia. That is of help to us; ) don’t know what we would do with-
out it. But, she said, we are hdving a terrible time trying to make
it caring for these children.

Mr. George Miller, a member of the House from California,
Chairman of the Select Committee on Children, is one of the
strongest supporters of our bill because it does include children.
We have 120 organizations-children’s organizations, women'’s orga-
nizations, labor organizations, elderly organizations, all kinds of or-
ganizations—in this country concerned about providing health care
for the people who have long-term illness. They have pledged their
support of our bill.

Now, Mr. Chairman, there is a little difference between your bill
and ours. We do not include nursing homes in our bill; you do not
include children in your bill. You do not include those between the
age of eligibility {or Medicare and those who are eligible for Medic-
aid. We do because we call them people who are chronically ill, and
we include all in that category.

"Now, our Lill is before the House. There is going to be some
attack upon it by the Chairman of the Ways and Means Commit-
tee, and bere is how the bill happens to come before the House in
the form that it does at the present time.

We were having a meeting with the speaker and the Chairman
of the Ways and Means Committee and Chairman of the Energy
and Commerce Committee when we were considering the cata-
strophic bill. I contemplated at that time when the bill was first
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before the House offering my bill as an amendment to the cata-
strophic bill.

But my bill would impose a new tax—as does yours—of around
$30 billion over a period of 5 years by levying a 1.45 percent tax on
all incomes above $45,000 a year. The President having indicated,
as he did, that he’d oppose any bills with new taxation of any con-
siderable amount, it became obvious that if I put an amendment on
the catastrophic bill which they thought the House would adopt, it
would make it more likely—if not assured—that the President
would veto the catastrophic bill.

The catastrophic bill does not provide all of the services that
should be provided, but I am for it. I supported it when it was
before the House in the first instance. I didn’t want to see it
vetoed; I wanted to see it become the law of the land because it
makes a very meaningful contribution to the health problems in
our country.

So, at that conference with the Speaker and with the chairmen
of the committees and other members concerned about this subject
present, the Speaker said, Claude, you have been very decent about
this thing. I know you have been an advocate of this kind of legis-
lation for a long, long time, and you are very concerned about it.
And T appreciate your_willingness to defer introducing your bill as
an amendment to the catastrophic bill.

He said, now, Claude, if your bill were introduced as a separate
bill, to what committee would it go? Mr. Rostenkowski spoke up
and said it would go to the Ways and Means Committee; and the
Speaker said, Dan, then you could report out Claude’s bill to the
House; he could get a separate vote on his bill, and he wouldn’t
je}alopag(}ize the catastrophic bill by offering it as an amendment to
that bill.

Mr. Rostenkowski said, Mr. Speaker, I don’t think my committee
would report out the bill. Well, the Speaker said, if Claude is will-
ing to defer offering his amendment to the catastrophic bill, I will
see to it that you get a vehicle upon which it can go to the floor.

The bill that we have now is the vehicle that the Speaker and we
have chosen. I thought it was pursuant to a general understand-
ing—at least many understand it the same way that I do. Anyway,
they said there have been no hearings upon our bill.

As Senator Durenberger said here a few minutes ago, this com-
mittee itself has had numerous hearings over the years. Many
other committees of the Senate, many committees of the House,
our Aging Committee and your Aging Committee, my Select Com-
mittee on Health and Long-Term Care—a subcommittee of the
Select Committee on Aging—have had scores of hearings. o

This subject has been studied in great detail by the Congression-
al Budget Office, which has come out with a favorable study of the
cost aspects of the thing that you and I are talking about—long-
term care for the people.

And so, we are not talking about something that we don’t have
knowledge of. I think we are talking about something of which we
have great knowledge, and we have great knowledge of the need.

Now, Mr. Chairman, I would like to say that we have had a poll
done by Lou Harris on the public reaction to our pieces of legisla-
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tion; and I would like, if I may, to offer for the record the summary
of the Lou Harris poll. :

The gist of it is, over 80 percent of the people—Democrats, Re-
publicans, people who voted for President Reagan, young people,
middle-aged people, old people—support our bill, H.R. 3436.

In addition to that, Mr. Harris finds, over 70 percent, of the
people—the same groups, Democrats,- Republicans, people who
voted for President Reagan, young people, middle-aged people, old
people, and even the people who would pay the tax—people who
g}ﬁke over $50,000 a year, as we do—are strong supporters of the

ill.

So, public opinion wants us to enact legislation in this Congress
that will give them the protection that we should long ago have
provided for them. A

Mr. Chairman, I think I will just say one other thing.

The Congressional Budget Office has made—as I said—a pro-
longed and careful study of the cost part of our bill. Our bill does
not require the people who receive the benefits to make any pay-
ment, as yours does with respect to nursing home care. But we do
provide protection against people coming into the program who can
care for their own families by requiring a county agency to make a
careful study of every applicant’s situation, to determine whether
or not that applicant is entitled to the benefit of our program.

So, we don’'t want to eliminate the responsibility that the family
flhould discharge to take care of its long-term ill when it is able to

0 SO.

The Congressional Budget Office tells us that our bill, by taking
revenue from 1.45 percent tax on income above $45,000, will yield
somewhere around $34 to $35 billion over the next 5 years. The
cost of our program is estimated by the Congressional Budget
Office to be about $30 billion, so there will be a surplus.

There will be no year under our bill in which the cost will exceed
the amount of the revenue derived from the tax that we impose,
and we specifically provide in strict language in the bill that there
shall be no expenditure except from funds derived from the tax
that is levied in this bill itself.

So, we are not jeopardizing the deficit, and we are not jeopardiz-
ing the debt or adding to it either. What we have tried to do is to
find a way by which, without hurting anybody, we will be able to
help millions of men, women, and children in America who have
catastrophic illness, who have long-term illness, and who desperate-
ly need help.

So, Mr. Chairman, my staff has had pleasant contact with your
staff, and we would like to work with you in the future. The impor-
tant thing is—I think—while the iron is hot, while the time is
right, while the people are for it, for us to get together to do some-
thing that we should have done long ago. At long last, this year, we
can give the American people the sort of health care they need and
deserve so much,

I thank you very much for the privilege of being with you.

Senator MrrcHELL. Senator Pepper, thank you very much for a
very powerful, eloquent, and informative statement. Each of us in
our own States have experienced the same examples that you have
cited here in parts of the country which you have traveled.
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I know in Maine, as I have traveled throughout my State, I have
met people who have not only faced but endured financial devasta-
tion as a result of illness that has caused the need.for long-term
care to be created. And it just isn’t right that American families—
whether in Maine or in Florida or any place else—should have to
go through what so many American families have had to go
through.

And I hope that working on this subject—your bill, my bill, and
a variety of other suggestions—that we can come up with an
answer to this. I don’t suggest my bill is the perfect or the only
answer. It is an effort to stimulate debate.

You are right. There are differences between our bills, but they
have the same objective; they have the same concern, and that is to
see to it that no American family has to go through what millions
now must endure when they face the financial devastation of long-
term care. -

We are honored by your presence. We are informed by your testi-
mony, and we are inspired by your life really. And we look forward
to working with you on this.

Congressman PepPER. Thank you very much, Senator. I am very
grateful to you for the opportunity of being here with you today.

Ser‘;ator MircHELL. Senator Packwood, do you have any ques-
tions? :

Senator PAckwoob. No questions, Mr. Chairman.

Senator MITCHELL. Senator Baucus.

Senator Baucus. Senator, I am just curious what you think the
priorities should be as we move into long-term care. What I am get-
ting at is this. When we set up Medicare, we started with acute
hospital care and with some Part B coverage. Then, we have ex-
tended Medicare coverage to dialysis programs, respite care, some
home health care, and whatnot.

Now, as we move down the road and start to enact long-term
health care—among the various areas of respite care, nursing
home coverage, home health care—I am wondering what you think
the priorities should be of the core beginning of long-term health
care.

What is most important? I know your bill basically covers home
health. Senator Mitchell covers nursing homes and respite care,
too. But based upon your experience, what should the priorities be
in establishing the core area as we begin to develop a good long-
term health care program?

Congressman PEpPER. Senator, I had a grave concern as to
whether to try to find some way to include nursing home care in
our bill; but we finally concluded that it was a little bit too much
to bite off at one time. It will cost about $30 billion to provide the
services that we contemplate providing to the people. )

We thought we would move into the nursing home question a
little bit later, after we have had a little more experience with the
}I}Iome care program. But we all know the old saying, “‘Home Sweet

ome.”

Most people, particularly the elderly, don’t want to go in a nurs-
ing home if they can help it. My sister was in the hospital in Fort
Lauderdale, Florida with another lady. My sister went out a little
bit and came back; and when she returned to the room, the other
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lady was crying like her heart would break. My sister said, what is
the matter? She said, while you were out, my daughter came in
and told me she was going to put me in a nursing home. I have
been after the doctor to get him to promise to get me out.

My dear mother told me many times, son, don’t ever let them
put me in a nursing home. So, people prefer to be in their own
homes if they can get substantially the care that they have to
have. Now, some will have to go to the nursing home eventually,
but a smaller number.

Furthermore, we were very much influenced by the experience
that the State of New York is having right now. They have deter-
mined to use Medicaid for home care rather than putting all of the
recipients in a nursing home. As you know, there are about 1 mil-
lion people in nursing homes who are put there and kept there by
the Medicaid program.

In New York they are finding out, at a great deal of saving, they
can put these people in homes and give them care in the home and
save putting them in the nursing home.

So, the experience that they are having and other experience
that has come to our knowledge induced us to start off at the be-

- ginning now with an adequate home care program for all the
people—not just the elderly; and you know my dedication to them.

Not just the elderly, but also children—200,000 of whom we esti-
mate need help in the home for long-term care.

So, that is the reason we chose to make home care the emphasis
of our bill.

Senator BAucus. Thank you very much.

Senator MrrcHELL. Senator Pepper, thark you very much. We do
appreciate it. We look forward to working with you.

Congressman PeppER. Thank you very much, Mr. Chairman. I
am very grateful.

[The prepared statement of Congressman Pepper and related in-
formation appear in the appendix.]

Senator MITCHELL. Our next witness is Hon. Hal Daub, U.S.
Representative from Nebraska. As Congressman Daub is takmg his
seat, I would like to call on Senator Chafee, who has joined us. Sen-
ator Chafee, welcome.

STATEMENT OF HON. JOHN H. CHAFEE, A U.S. SENATOR FROM
RHODE ISLAND

Senator CHAFEE. Thank you very much, Mr. Chairman. Again, I
want to commend you for holding these hearmgs In my State, 1
have found from long experience with the elderly that their two

_ greatest concerns are the high cost of prescription drugs and the
costs of long-term care.

We have dealt now with the high cost of prescription drugs in
the catastrophic legislation that we agreed on in conference, and
now we are undertaking the challenge of meeting the long-term
care needs of our elderly. This is something I am intensely interest-
ied in, Mr. Chairman; and I think the witnesses you have are excel-
ent.

I was glad to hear Senator Pepper; and of course, I am a cospon-
sor of your legislation, Mr. Chairman. So, I hope that from this, we
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can proceed on and make some real achievements on taking care of
the elderly and the long-term care costs that they encounter so
drastically and so frighteningly so often. Thank you, Mr. Chair-
man.

Senator MitcHeLL. Thank you, Senator Chafee. I would like to
just make a comment on Senator Baucus’ point because I think if;
is well taken about the difficulty of establishing priorities.

I have become convinced as a result of the studies that we have
made in this area that it is necessary to have the comprehensive
range of services reimbursable in some form because what has hap-
pened in our society is that medical care decisions are increasingly
based upon reimbursement policies. ,

The type, level, and cost of service that an individual receives
are increasingly based upon which type of service is reimbursable,
rather than what is the most appropriate level of service suitable
for that individual.

The result is increasingly higher cost than would otherwise be
the case. People are right now in acute care beds in hospitals who
could be in nursing homes, a lower level and less expensive type
care; but they can’t get into nursing homes because there are many
people in nursing homes who would be better off at home but are
in the nursing home because that is reimbursable, whereas home
care isn’t. -

And so, you have a ripple effect in which literally hundreds of
thousands—perhaps millions—of individuals are receiving care
that is actually more expensive than they prefer and than would
be better for them because the decisions are based upon reimburse-
ment as opposed to the individual need.

That is why I became convinced that the only feasible policy in
long-term care—and I think we have to increasingly spread it
throughout the entire system—is to provide the broadest range of
service and then control the cost by utilization controls, either in
terms of exclusionary period as in my bill or deductible or copay-
ment or something along those lines.

Senator Baucus. 1 just think the question of priorities is one
that we are going to Lave to address.

Senator MITcHELL. Yes, we are.

Senator BAaucus. I think it goes to the core, if you will, of the
final decision we make here.

Senator MrrcHELL. Yes.

Senator CHAFEE. Mr. Chairman, you have given a powerful en-
dorsement of S. 1673, my home and community care legislation——
(Laughter)

Which provides Medicaid coverage for the developmentally dis-
abled in their homes, rather than only paying for it in institutions.
The whole term ”"“Medicaid”’ means they get paid when they are in
a nrtliedical setting, when they ought to be reimbursed when they are
at home.

I hope we can move that legislation out of this committee. I be-
lieve you are a cosponsor; if not, we have an opportunity for you to
become so. (Laughter)

Senator MiTcHELL. Although that is not the subject of this hear-
ing, Senator Chafee, I think any good cause ought to be plugged at
every opportunity. (Laughter)
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Senator CHAFEE. Thank you. I wiii bear that in mind.
Senator MircHELL. Welcome, Congressman. We look forward to
hearing from you.

STATEMENT OF HON. HAL DAUB, A U.S. REPRESENTATIVE FROM
NEBRASKA

Congressman DauB. Thank you. I won’t take long, Mr. Chair-
man. I do appreciate the opportunity to be with you and members
of your Health Subcommittee, and I appreciate the opportunity to
participate today in this discussion of what can only be called the
“American long-term health care crisis.”

Surely, all present will agree that few issues are more deserving
of Congress’ attention than the skyrocketing, bank breaking costs
of long-term care. Recent estimates indicate that over 80 percent of
health care expenses incurred by the elderly relate directly to long-
term care and to, specifically, nursing home costs.

Further, it has been shown that, while eight out of ten senior
citizens are protected from acute hospital-related health care costs,
a full nine out of ten have no protection from long-term care ex-
pens(eles. This deplorable situation is unnecessary, as I also believe it
is sad.

Older Americans should not—indeed must not—be forced to
make that last terrible choice between bankruptcy and ignomini-
ous death. And so, as responsible legislators, we are faced with a
dilemma: How are we going to address the problem while preserv-
ing sound fiscal policy?

To date, most members of Congress have responded to this chal-
lenge with proposals of entitlement expansions funded by tax in-
creases. In fact, additions to Medicare and increased taxation have
been advocated by some as the sole means of amending our na-
tion’s health care inadequacies.

A case in point is the acute illness cost containment bill recently
issued by the House/Senate Catastrophic Conference Committee.
Here, Mr. Chairman, is legislation which promises to cost at least
$45 billion dollars by 1992, burden the many with outlandish new
taxes, and help the few, all in the interest of providing seniors with
benefits they in most cases—as I just outlined—already have, and
in many cases simply could do without.

Now is not the time for the reckless expansion of entitlement
programs. In my estimation, of course, there should never be such
a time. I am willing to agree that the Federal Government must
play a substantial role in the formulation of a viable, long-term
care cost solution; but I propose that there is a resource out there
which has been ignored far too often during our deliberations over
long-term care policy; and that is the private sector.

Admittedly, legitimate studies have assigned to the private sector
only a limited long-term care domain; but the fact remains that the
health care underwriting industry is an increasingly advantageous
position to help fill the void which currently exists across the range
cf approaches—the long-term care cost management.

I and my Ways and Means Health Subcommittee colleague,
Brian Donnelly, introduced some time ago a bill, H.R. 3900, which
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seeks effectively to apply the best of what both the Federal Govern-
ment and the private sector have to offer.

Essentially, my bill is divided into three sections. The first sec-
tion adjusts the machinery of our current health care entitlement
program and provides for Medicare coverage of home health serv-
ices and nursing home care costs.

This limited expansion is entirely self-financing. It demands no
premiums from eligible individuals and calls for beneficiary partici-
pation in the handling of long-term care costs through a carefully
structured schedule of deductibles. I might say briefly that that
would be if your first dollar of income in retirement eligible for
Medicare is $1 and up to $10,000.

The first $5,000 is a deductible paid by the beneficiary, and the
remaining would be paid by what we establish as a—I guess we
will have to call it a Part D now since there will be a Part C being
established, a new trust fund under the current catastrophic bill.

Then, from $10,000 to $20,000, there would be a 70 percent de-
ductible; from $20,000 to $30,000 an 80 percent deductible; and
from the $30,000 figure upward, 90 percent. You have to wait until
you get to the third part of our bill to understand that we seek to
lessen the blow of the deductible by the private sector alternatives
that we offer.

Section 2 of our bill establishes tax incentives designed to encour-
age the working age population to look to the variety of private
market insurance products and purchase independent long-term
care insurance plans. Prominent among these incentives are the
tax-free conversions of individual retirement accounts and cash
value loaded life insurance policies to private long-term care plan
premium funds.

The purpose essentially is to make that conversion a tax free oc-
currence, that is, what would be otherwise the taxable consequence
of a withdrawal from an IRA, a fixed or defined plan, a profit shar-
ing plan, and/or the conversion of inside buildup, which we call the
“cash surrender value” of whole life policies, could be laid over
onto the purchase of a premium, if, in fact, that was by definition a
life care, a 36-month, or a 3-year or a 5-year, 60-month long-term
home health plus nursing home care coverage.

- And I would actually find that we could mandate that there

must be a cash surrender value inside of that conversion in the
event you were 68 years old or 72, got hit by a truck, and never
used your life care long-term policy, the inside buildup, the cash
surrender value, or what was otherwise deferred in its former life
would still have that same attraction.

So, during your working years, when you were encouraged to
build the IRA or build the cash surrender value and then convert-
ed the tax potential of that to a long-term care plan, the incidence
of which would be tax-free, that in the event you never used your
long-term plan, it would still have that potential of being an estate
builder and being passed on to your surviving beneficiary.

That could be defined in Section 2 if it were to be elaborated
upon.

Finally, my legislation motivates employers to offer long-term
health care plans to their employees during their working years in
the workplace. Such plans would be subject to a Federal tax treat-
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ment similar to that applied to the current private pension and
general retirement programs.

I will digress from my statement to elaborate briefly that in the
Kerr Mills history, which I know each of you on the committee is
familiar with—some 30 years ago—we estaﬁlished by using the Tax
Code the opportunity for employers to provide fully funded or par-
tially funded retirement plans. That portion of which was from the
company was tax deductible as an expense of doing business.

When you left your workplace and entered into your older years,
ou had that retirement benefit and much, if not all of it over the
ast 30 years, has been tax induced. But we do not include in that

deductible portion the health care portion that may be offered as a
deductible part of an overall picture of retirement.

So, really what we should struggle with is to change the defini-
tion of “retirement” to “retirement including health care costs”
and utilize the workplace and the incentives that can come from a
tax-induced deduction or expense to provide a greater benefit, not
just to retire in Sun City and/or to take trips, but indeed to also
contemplate that expense of home health and nursing home care
that could be provided for earlier, much less expensively, and lower
the burden that we may ultimately then have to face in more fed-.
erallK funded or transfer payment types of programs, some of
which have been testified to here today.

So, it is through a combination of direct Government support and
private sector stimulation that my bill—our bill, the Daub-Donnel-
ly bill—would address older America’s most pressing concerns.

I have placed a premium on balance and fairness, and I have
above all sought to provide the means by which an ever-growing
elderly population can avoid the financial and emotional devasta-
tion of long-term health care costs.

Certainly, there remain imperfections in this bill, H.R. 3900; but
the bill’s major strength lies in its conceptual recognition of the ne-
cessity of a marriage between Federal entitlement and the private
sector. And it is in denying this union that bills such as Senator
Pepper’s, H.R. 3436, falls short of achieving a last word health
costs solution.

Please understand. What disturbs me is not so much the method
whereby Senator Pepper has chosen to finance his home health
care benefit. Indeed, our own bill makes limited adjustments to the
hospital insurance portion of the FICA tax, that is, utilizing the
1.45 percent and capping it at $50,000.

Rather, it is the construction of the benefit itself where I take
issue. H.R. 3436 would establish a massive new home health care
benefit program whose ambiguities render it virtually unworkable
while ignoring both nursing home care costs and arguablg the true
health care catastrophic problem in America today, and the private
sector, a very valuable resource, to a growing older population.

Above all, this legislation furthers the current trend of health
care socialization, a phenomenon never envisioned, I am quite sure,
by Medicare’s original designers.

Mr. Chairman, I will submit that the American insurance indus-
try might well be considered an endangered species in the very
near future if developments are permitted to proceed at their
present pace.
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Still, promising measures such as yours, Senator Mitchell, that is
S. 2305, recently have begun to receive their much deserved atten-
tion. In the distinguished Senator’s bill, we witness the implicit rec-
ognition that the Federal Government’s role is not that of obligato-
ry compensator; it is rather that of beneficial and timely provider.

S. 2305 emphatically asserts that there is ample room here for
both the Government and private industry to lend a helping hand
to the long-term care cost victim; and the bill promises to deliver
where it is most needed, both on the home care front and the nurs-
ing home care front.

I applaud Senator Mitchell’s efforts, and I hope that Congress
can look to his example in future efforts to shape sound, equitable,
cost-efficient health care policy.

Mr. Chairman, thank you once again for this opportunity. I am
confident that sincere and responsible Congressional action eventu-
ally will result in the end a long-term health care cost solution
that takes into account not just what we in Government may do,
but what the private sector can do to make a much leveler, fairer
playing field.

And those who are able to afford their own health care would
have the opportunity to do it at the private sector’s behest, rather
than turning—if they are millionaires—to what the taxpayers
could provide.

Senator MiTcHELL. Thank you very much, Congressman, for a
very thoughtful and forceful statement. Senator Packwood?

Senator Packwoobn. No questions, Mr. Chairman.

Senator MITCHELL. Any other member have questions for Con-
gressman Daub? (No response)

Thank you very much. We do appreciate your testimony.

Congressman Daus. Thank you. I am glad to be here.

[The prepared statement of Congressman Daub appears in the
appendix.]

Senator MitcHELL. The next witness will be on a panel, includ-
ing Mr. Robert Ball, the former Commissioner of the Social Securi-
ty Administration, and Member of the National Commission on
Social Security Reform; Mrs. Louise Crooks, President, American
Association of Retired Persons; and Mr. Dallas Salisbury, Presi-
dent, Employee Benefit Research Institute.

The previous witnesses, having been Members of Congress, were
not subjected to the time limitations accorded other witnesses. You
have been witnesses before this committee many times, particular-
ly you, Mr. Ball; so you are familiar with it. However, for the bene-
lf;lt_ ?{‘ future witnesses, I will restate the committee’s practices

riefly.

Witnesses are asked to limit their remarks to 5 minutes in their
oral presentation. Your written statement will be included in full
in the record.

Following the statements of each panelist, the members of the
committee will be permitted to ask questions in the order of their
appearance and will be limited to 5 minutes for each round.

I am advised that a vote in the Senate has just begun on a
motion to table the Wallop amendment. It is a 15 minute roll call
vote; so there will be Senators coming and going as you testify.
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To help you in adhering to the time limits, there is a small panel
of lights in front of me—one green, one red—they mean the same
thing that they mean out on the streets. If the green light is on,
you can just keep right on going. When the red light comes on, it
means stop. Thank you very much.

Mr. Ball, welcome. As always, we look forward to your advice
and counsel.

STATEMENT OF ROBERT M. BALL, FORMER COMMISSIONER OF
SOCIAL SECURITY, AND MEMBER, NATIONAL COMMISSION ON
SOCIAL SECURITY REFORM, WASHINGTON, DC

Mr. BaLL. Thank you, Mr. Chairman. I would like first to con-
gratulate the conferees on the catastrophic agreement. I think it is
a ix:eat step forward and very important. I know it was difficult to
achieve.

All of those of us who have been interested in this subject of
long-term care insurance for a long time are greatly encouraged,
Mr. Chairman, by your introduction of S. 2305 and your assump-
tion of leadership in bringing about a Federal program in this area.

It is my opinion that your bill thoughtfully addresses the issue
and deserves very careful consideration, that it will serve well, as
you have suggested, as a basis for consideration both in the private
area and as regards a public program,

Mr. Chairman, in the‘last several months I have reexamined my
position on this issue; and as recently as four or five months ago, I
had a different view than I do today. I originally favored a compre-
hensive approach through a Federal insurance program—not com-
pletely, of course; there would be copayments and deductibles, but
nevertheless, a generally comprehensive approach.

It seemed to me in the last few months that, given the great de-
mands on the Federal Government for new and expanded pro-
grams, the dearth of social advance, you might say, of the last 7
years, and the continuing problems of the deficit, that it behooved
me, along with others, to think through again what are the highest
priority issues in the long-term care field from a public policy
standpoint, and what parts of that issue could be reasonably ad-
dressed by private insurance.

My conclusion, for the moment, anyway, from a public policy
standpoint, there are three areas that are of the greatest impor-
tance. The first is having available help to those families that have
taken on the responsibility of caring for a disabled person at home,
so that a home health care system, along with a respite care bene-
fit, is one very high priority that I think only the Federal Govern-
ment will adequately perform.

It is very difficult to handle in a private insurance approach, and
I suspect it will be done only very partially if left to them.

The second seems to me to preserve the income and assets of
those people who have a reasonable likelihood of leaving the nurs-
ing home so that that income and assets will help them when they
are back in the community.

And third, to preserve the income and assets of those in nursing
homes who have in the community a spouse who needs that income
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and those assets to maintain the level of living that that family has
achieved. .

Beyond that, thereis of course the need for those people who are
going to be in nursing homes for a long time to protect their assets
for their sons and daughters and other heirs; but it has seemed to
me that, if we have to reduce the Federal role somewhere from my
original, more comprehensive plan, that is an area of estate protec-
tion that perhaps could best be left to private insurance.

Consequently, I have designed the outlines of a plan and financ-
ing that is attached to my statement that in effect is a comprehen-
sive home care and respite benefit, a 6 month nursing home bene-
fit, with an extended benefit if there is a spouse in the community.
And I have tested this against the discharge data in the 1985 Na-
tional Health Survey to find out who it is that isn’t covered by that
kind of a plan.

And what you find out is that the people who are not covered are
those who have almost no chance of leaving a nursing home, who
will be there the rest of their lives and who do not have a spouse in
the community. That is a group that I would encourage strongly to
have private insurance, sell to people in their 60s and 70s, of pro-
tection for those estates for those who have estates and have assets
to protect.

And beyond that, if people who are in nursing hom=s beyond the
six months or beyond the extended benefit time, to have them be
in the position where it would be considered all right under a liber-
alized Medicaid program to use as a first charge the income and
assets of such people continued in nursing homes probably for the
rest of their lives.

Senator MitcHELL. I am going to have to interrupt. Thank you
very much. The three of us will have to go vote. The hearing will
be briefly in recess, but will resume upon the return of the first
Senator to return, which should be momentarily. Then, we will
pick up with Ms. Crooks, and we will go on from there. Thank you
very much.

(Whereupon, at 10:48 a.m., a brief recess was held.)

AFTER RECESS (10:59 a.m.)

Senator Packwoop. Senator Mitchell has asked me to resume
the hearing so that we can move as rapidiy as possible. We are
going to have a series of other votes, off and on during the morn-
ing; and if we were to wait every time until he could gv oack, we
would too delayed. I don’t know how far along we were when I left.
Who was testifying?

Mr. BarL. I had just finished.

Senator PAckwoop. All right. Ms. Crooks?

STATEMENT OF LOUISE CROOKS, PRESIDENT, AMERICAN
ASSOCIATION OF RETIRED PERSONS, WASHINGTON, BC

Ms. Crooks. Thank you, Senator Packwood. I am Louise Crooks.
I am the President of the American Association of retired Persons,
and I agree wholeheartedly with you. I wish they had done some-
thing about this 50 years ago, but they didn’t; and so, it is time to
start now.
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The debate over catastrophic highlighted the need for compre-
hensive long-term legislation. Your serious attention to long-term
care will spark productive legislation and will begin to move this
critical need from a welfare-based system tc one base on social in-
surance.

Our society is already paying the costs of long-term care, but in a
way that places inordinate burdens on the victims of chronic ill-
ness and their families. The issue for Federal policy is how to
spread the burden so that the cost to the any one person will be
small, while offering protection and appropriate care to all.

AARP believes that the answer will be found in a social insur-
ance, rather than a welfare approach.

First, I want to stress that the association and its leadership are
reluctant to expand long-term care benefits for the elderly without
also addressing the needs of younger Americans. These individuals
are our children and our grandchildren.

We are as concerned about the burdens being placed on the fami-
lies of chronically ill children as we are about the burdens being
placed on families caring for the frail older relatives. We hope that
you will give serious consideration to expanding your proposal to
include these younger groups in order to stimulate national debate
on this issue.

We should build upon States’ wide experience in administering
long-term care services by giving them a significant role in the ad-
miﬁistration of the new program with appropriate Federal over-
sight. )

Both service delivery systems and the profiles of long-term care
populations vary widely between and within the States, and States
will need to have flexibility to tailor programs to meet their dis-
tinctive needs.

The bill language concerning the assessment and case manage-
ment process needs greater clarification and should incorporate ad-
ditional consumer protections. For example, it will be critical for
case managers to conduct in-person assessments in order to deter-
mine individual needs and preferences, to discuss coverage determi-
nations and service options with beneficiaries, and to permit some
choice of providers.

We are pleased that the bill encompasses new in-home as well as
institutional care services. We would recommend, however, that a
broader array of home and community based services should be
covered under the bill, including adult day care, transportation,
and home delivered meals.

This would give case managers greater flexibility in arranging
services to meet individual needs and promote independence. Evi-
dence suggests that providing a broader package of services would
not lead to significantly higher costs, provided they are carefully
managed.

Additionally, we are concerned that the $500 deductible for home
care would serve as a barrier to the use of such services by persons
with low and moderate incomes.

Happily, we expect enactment of catastrophic legislation, which
will include a modest respite care benefit. Experience gained from
this benefit will be helpful in implementing comprehensive long-
term legislation.
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We are pleased that you have included respite care in your bill.
However, we believe respite care should be regularly covered home
and community care service rather than a separate benefit. The-
legislation should simply specify that providing relief to care givers
is a legitimate reason for case managers to authorize home care or
day care services for beneficiaries who meet the eligibility criteria.

We have very serious reservations about the impact on benefici-
aries of the 2-year deductible period for nursing homes. This provi-
sion would primarily benefit upper income individuals but do little
to protect those with lower and middle incomes.

We cannot forget that the most likely candidate for nursing
home care is a nonmarried women aged 80 and with a very low
income. Even if one assumes that a substantial majority of the el-
derly could and would have private insurance, which we think is a
very generous assumption, this does not necessarily mean that
such policies would provide sufficient protection to prevent most
resic%(ents from spending down onto Medicaid before the 2-year
mark.

Policies typically have a variety of limitations which also reduce
the protection they can offer. Moreover, private long-term care in-
surance is unavailable to those with preexisting conditions and to
those age 80 or 85. We should not develop a new public/private
long-term care program that ignores those most in need.

If our Nation is to achieve a cost-effective long-term care system
which addresses the needs of our most vulnerable citizens, public
sector coverage for nursing home care must be comprehensive.

We welcome this serious proposal to reform our Nation’s long-
term care system, and we look forward to working with you and
presenting our views in the future. Thank you.

[The prepared statement of Ms. Crooks appears in the appendix.)

Senator MitcHELL. Thank you, Ms. Crooks. Mr. Salisbury.

STATEMENT OF DALLAS L. SALISBURY, PRESIDENT, EMPLOYEE
BENEFIT RESEARCH: INSTITUTE, WASHINGTON, DC, ACCOMPA-
NIED BY DEBORAH J. CHOLLET, SENIOR RESEARCH ASSOCI-
ATE

Mr. SAaLisBURY. Mr. Chairman, it is a pleasure to be here today.
I am accompanied by Deborah Chollet, a specialist at the institute
on health and long-term care issues.

Among the general population, recognition that neither Medicare
nor most private insurance plans cover long-term care has come
very slowly; and recent public opinion polls document the fact that
many still believe they have coverage in these areas.

Since few people have recognized the likelihood of needing long-
term care, most do not plan to save sufficiently to finance care or
to budget to purchase insurance. S. 2305 attempts to strike a bal-
ance between the desirable and the affordable and a balance be-
tween public, private, and individual roles.

As a result of the growing recognition of the possibility of long-
term care that comes with an aging population, a growing number
of employers are looking to insurance models to help employees fi-
nance long-term care; and a growing number are beginning to offer
that coverage to their employees.
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At the same time, organizations such as the American Associa-
tion of Retired Persons are actively marketing a program that,
based on their own press statements, they feel has the potential of
being extremely successful.

In terms of the prospects of future employer growth, there are
related issues. New accounting procedures which will require em-
ployers to recognize accruing liability for retiree health insurance
provided by employers on both the income statement and the bal-
ance sheet could influence employers’ willingness or ability to
assume responsibility for paying long-term care insurance premi-
ums.

Yet, a reallocation of overall employee benefit expenditures could
provide capacity. S. 2305 recognizes that potential capacity by pro-
viding for the provision of long-term care insurance through cafete-
ria plans, recognizing the value of choice and the value of economic
flexibility.

The limitations in the long-term care insurance policies so far de-
veloped reflect insurers’ hesitation to commit to long-term care in-
surance products as a result of insufficient data and, in other cases,
uncertainty over present tax law. S. 2305 would provide that cer-
tainty requested by many through tax treatment changes, and
while not providing the data, in the eyes of many would provide a
significant additional incentive for individual companies to create
products.

Insurers’ tentativeness about entering the long-term care market
has been matched by employers’ reluctance to institute new bene-
fits or to assume additional health care financing obligations for
both workers and retirees. The long-term care insurance being
marketed, I again note, by AARP, does imply, however, that there
is a potential for progress.

And in most recent press coverage, which was critical of the
prospects of private success, AARP itself has underlined the tre-
mendous sales success of its product as indicative of the potential
for a private complement to any public sector action.

Your bill has clearly given that balanced approach. The commit-
tee faces a very difficult challenge as they confront the complex-
ities of the issue, as the other witnesses so ably noted.

You have articulated, however, probably the clearest central
issue. The policy issue we face, I quote “is how to target our limited
resources to the elderly that are most in need.”

Ms. Crooks has noted that the current deductible approach in
your bill has certain difficulties. I would note that, as in many pri-
vate insurance products today, tying that deductible and that front
end to a percentage of income might well respond to many of her
concerns while still providing a disincentive to early usage.

Management is critical. We might income-relate the deductible,
and we should as well consider other areas of reform, such as retir-
ee medical provided by employers, and such as the preservation of
distributions from pension plans, in order to target resources in
this area.

Through tax incentives, I underline the Federal Government
now encourages a substantial and growing system of pension provi-
sion for retirees. That system -provides an important part of the



OEET
AT A

26

income that could pay for long-term care insurance and now, in
fact, does help to finance long-term care services.

We commend the committee for undertaking the challenge of re-
structuring a workable system of long-term care financing in the
United States and stand ready to assist the committee through re-
search and data in any way that we can. Thank you very much.
[The prepared statement of Mr. Salisbury appears in the appen-
dix.] :
Senator MitcHELL. Thank you very much, Mr. Salisbury, for
very informative testimony.

Before going to the questioning, I would like to recognize Senator
Daschle, a new and valuable member of the committee. Senator
Daschle, welcome.

OPENING STATEMENT OF HON. TOM DASCHLE, A U.S. SENATOR
FROM SOUTH DAKOTA

Senator DascHLE. Thank you, Mr. Chairman. I want to com-
mend you and the subcommittee for your leadership in this area. It
has interested me for some time.

[ think there are probably three certainties as I look to this
issue. The first is that there is a tremendous desire that we address
this issue, and there is a need. I think that this committee recog-
nizes that.

The second is, that within the next couple of years, we probably
will address this issue. And the third is that, however we address
long-term care it is going to be a very expensive project. I look for-
ward to working with you in trying to come up with a comprehen-
sive approach for the least amount of money to benefit the broad-
est number of people.

I look forward to the hearing today.

Senator MrrcHELL. Thank you very much, Senator Daschle. We
will now begin the questioning. Ms. Crooks, I am sorry I wasn't
here when you read your statement, but I have reviewed portions
of the written statement.

We, of course, welcome your testimony. The American Associa-
tion of Retired Persons is an important voice for the elderly in our
society and a very constructive contributor to national policy here,
as we have just seen on the catastrophic health care.

I know you disagree on the exclusionary period. I have discussed
that with you and other officials of the AARP on many occasions;
and as I have told you many times, we welcome any suggestions for
a broader benefit. We ask that they be accompanied by recommen-
dations on how to pay for it.

I noted in your written statement the words “We hope to have
the opportunity in future hearings to propose financing options
which would permit more comprehensive coverage.” And I want to
tell you that you will have the opportunity to propcse further fi-
nancing. (Laughter)

Ms. Crooks. Thank you.

Senator MiTcHELL. And we look forward to that. As I said, the 2-
year exclusionary period is obviously, to some extent, arbitrary. It
has two purposes: one to permit a portion of this need to be met by
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private insurance, and the other to deal with the problem of cost.
And we look forward to hearing from you in that regard.

Novr, I would like to ask you a specific question on that. One way
to recduce the exclusionary period, without increasing the overall
cost of the program, would be to institute a sliding scale of copay-
mer.ts based on income for nursing home and home health benefits.
What would be your reaction to that? And you may either respond
ncw orally or submit a statement in writing if you would like.

Ms. Crooks. We will be glad to submit a statement to you.

Senator MitcHELL. All right. Thank you very much.

Now, Mr. Ball, you made a good case for a front-end coverage,
and I will have a couple of questions about that in a moment. But
what would your reaction be, assuming an exclusionary period, to
my question to Ms. Crooks; that is, reducing the exclusionary
period without increasing the overall cost by having a sliding scale
of copayn.ents based on.income?

Mr. BaLL. Mr. Chairman, I am concerned about a series of devel-
opment that are putting more and more costs on middle income
and higher income people and making our social insurance ap-
proach to the health care field extremely progressive.

Now, “progressive” is a word that most people like, but I would
direct your attention to two developments. One is that in the hospi-
tal insurance program itself, the relationship between contribu-
tions and benefits is already very, very heavy on the person in the
middle income compared to lower income people.

Take the $40,000 a year worker. He pays four times as much as
the $10,000 a year worker for exactly the same benefit. Now, in the
catastrophic bill that has just been added, we have a sliding scale
tax that again hits, in retirement, those people who are at the
middle level.

Then, in the taxation of Social Security benefits—which I strong-
ly favor, and I favor the catastrophic, too—we have a floor only
above which people are taxed on half their benefits. Only about
seveg percent of the people who get Social Security benefits are
taxed.

It seems to me that we could be in danger of losing.if we contin-
ue in this direction. Let me just add another—the proposal to fi-
nance more health benefits by applying the Medicare 1.45 percent
in addition above the cap. That means that you are going to fi-
nancle a broadly based benefit by a tax on about 10 percent of the
people.

Senator MitcHELL. I didn’t hear in your presentation how you
propose to pay for your plan. Maybe you could tell us how you
would do that.

Mr. BaLL. Mr. Chairman, the two things I prefer, and I put in
the plan as my first choice, would be a surtax on the estate and
gift tax—which is similar to yours, although I would do it to a
somewhat greater extent—and then I propose directly an increase
in the deductions from workers’ earnings matched by employers—
the traditional social insurance way.

Senator MiTcHELL. Would you repeat the last portion of that?
Neither Senator Packwood nor I understood what you meant. I un-
derstood the estate tax, but what was the other part of it?
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Mr. BaLL. A deduction from workers’ earnings matched by the
employer of an amount of three-tenths of one percent, which is the
traditional way of financing social insurance. You know it as the
payroll tax.

nator PACKwooDp. An increased Social Security tax?

Mr. BaLL. Right.

Senator PAckwoobp. All right.

Mr. BaLL. Now, that I know is not a very popular proposal on
the Hill at this time, but I submit that if the country as a whole—
workers as a whole—are going to benefit from a social insurance
proposal, it is not unreasonable to have the deductions made from
workers’ pay matched by their employer. That is a good, tradition-
al way of doing it.

Now, I was really saying that in many, many ways, we are begin-
ning to finance what were broadly spread and shared costs more
and more and more on the middle income person. And although I
have favored the things that have happened so far, I am raising a
question whether pursuing this again and again we are not going
back to the well a little too often.

That is a long way of saying that I have a lot of reluctance about
an income based deductible in the health system.

Senator MiTcHELL One of the goals of my bill is to move away
from a reliance on Medicaid as the primer payer for nursing home
care now. I have structured my bill so that Medicare and private
insurance would take over the role now assumed to some extent;
obviously, there would still be some Medicaid there.

Your proposal relies on Medicaid after the up-front Medicare
time has passed. Wouldn’t we still, under your proposal, face the
same situation we now face with the Medicaid spend-down, only de-
layed for 6 months?

Mr. BaLL. I don’t think so, Senator. I, too, rely on private insur-
ance coming in and filling a major gap. The difference is that pri-
vate insurance is not quite as crucial to my plan as it is to yours.

In the 2-year up-front deductible, if private insurance fails to pro-
vide coverage for a large number of people, which I suspect it will,
there are very few who can survive that 2-year deductible.

So, before they get any social insurance at all, they will start to
have to spend down and will have the income levels of their
spouses lowered; whereas, if you put it at the end, then the failure
of private insurance to cover a large part—and I hope they cover
just as much as people have assets and want to cover it—the fail-
ure there is that you have failed to protect the heirs of individaals
who no longer have a spouse—we are talking mostly about sons
and daughters—and people who have failed to buy private insur-
ance.

The loss there is a true loss, but it is a loss to the sons and
daughters; and the individuals have already entered a nursing
home without a means test, without a spend-down, those who stay
beyond 6 months—a smaller and smaller group. Then, for them,
you would use the income and assets, liberalized—I suggested rais-
ing the income allowance to $100 and asset protection to $5,000—
you would use that before Medicaid kicked in. I agree.

And it is not a complete solution. There is a major role for pri-
vate insurance. In both our approaches, Senator, there is a residual
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role for Medicaid that could be quite large, depending on how suc-
cessful private insurance is.

Senator MitcHELL. Thank you very much, Mr. Ball. Senator
Packwood.

Senator Packwoop. Ms. Crooks, tell me about the long-term
care policy that AARP sells that Mr. Salisbury referred to.

Ms. Crooks. I don’t know that I can explain that in detail to you
right now, but we have had several long-term policies. We have a
new one now, and this is still in the pilot stage. And we are trying
to test the waters, as you might say, to see how many people can
actually afford long-term care.

This is the big problem. So many of these long-term care insur-
ance policies are ones that many people, first of all, cannot afford.
People 70 and 75 and 80 years of age can’t afford them because it is
too high a policy.

Senator PAckwoop. Is AARP trying to develop them for those
who can afford them? I am curious what you are up to.

Ms. Crooks. We are trying very hard to find a policy that would
cover these people that they could afford. Of course, as you know,
the more people we get into the program, the less it would cost.

Now, one thing, too, that we run up against is that many insur-
ance policies will not cover previous illnesses. If you had some ill-
ness or another, they will not cover that illness. They will not
insure you. People 80 and 85 are not insurable in many instances.

So, we are still working on this policy to see if we can come up
with a policy that people could afford and that people could partici-
pate in. At the present time, I don’t think that we have the total
solution. No.

Senator PAckwoon. Mr. Salisbury, you referred to uncertainty
in the tax laws as a deterrent for the moment to employer provided
benefits. What is the uncertainty?

Mr. SauisBury. There are currently ruling requests, for exam-
ple, that Senator Mitchell has referred to in his written documents,
over whether or not reserves related to long-term care insurance
policies would receive the same tax treatment as life insurance re-
serves.

And until the Internal Revenue Service makes a ruling on that,
lr)napy carriers are unwilling to move forward on any aggressive

asis.

Beyond uncertainty, there is an issue which this legislation and
other bills deal with, which is the question of whether or not long-
term care insurance premium payments could receive the same tax
treatment as health insurance premium payments, which is not an
issue of uncertainty but change. -

Senator PAckwoob. They would receive them now if they were
f?_r r;1ea11:h benefits. The question is: Is long-term care a health ben-
efit?

Mr. Savissury. The question is: Which long-term care provi-
sions, if any, fall within the definition of health. Yes.

Senator PaAckwoop. So, at the moment, you would have two
problems. One, it is not deductible from the employer’s standpoint
and exempt from income—well, probably deductible from the em-
ployer’s standpoint as a current employee expense; it may be tax-
able as income to the employee, unless it is health benefits.
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Mr. SaLisBury. Right.

Senator PAckwoobp. So, you need that certainty. Second, the in-
surance companies want to make sure that they can have the re-
serves treated like 1i% insurance reserves.

Mr. SaLisBUuRrY. Right.

Senator Packwoob. If you had those two, how much of a void do
you ;hink could rationally be filled by employer provided insur-
ance?

Mr. SaLisBUry. If you were to add a third, many of the compa-
nies are more willing to make a statement; and that third would be
the provision that would allow for long-term care insurance to be
included in a cafeteria plan, which is a provision in S. 2305, such
that—whether it be employer or employee dollars—they could be
used on a pretax payment of the insurance premiums.

If one looks at the prospect, therefore, of that type of change,
plus a change to a treatment similar to health insurance for tax
purposes, and one simply looks at the degree to which health insur-
ance is currently available to full-time workers in firms of more
than 250 workers, which is in excess of 95 percent of those workers,
one could hypothesize that that same market potential is there rel-
atively quickly for long-term care insurance.

Senator PAckwoobp. Say that again. That it is not there?

Mr. SaLisBury. I said that is your potential market place fairly
fast. Based on the relatively low pricing that has been described by
legislative proposals and others, if you were to include the full
group of workers at all ages in the insurance pool—the point being
made by Ms. Crooks so effectively.

Senator Packwoob. Thank you, Mr. Chairman.

Senator MitcHELL. Thank you, Senator Packwood. Senator
Chafee. )

Senator CHAFEE. Thank you, Mr. Chairman. I am deeply con-
cerned about the cost that the elderly might confront in connection
with long-term care. I was one of the principal sponsors of the cata-
strophic legislation, especially the prescription drug benefit, which
was adopted on the Senate floor, and then we adopted it in the con-
ference, at which I was a conferee.

Yesterday, we completed here in the Finance Committee the
third day of hearings on the health care needs of our children in
the United States, and I must say that testimony was devastating.
The children in America are the most impoverished single segment
of our society.

I have heard Pat Moynihan say this, and I am not prepared to
dispute it, that we are the first civilization in history in which we
treat the children in the worst possible fashion of all the groups. Of
the children, 20 percent have no health insurance, and that per-
centage is growing every year. Ten to fifteen percent of all U.S.
children suffer from chronic health impairments.

So, my question to you is this—and you touched on this, Ms.
Crooks—and I was glad to hear your testimony on this point. Is it
right for us to proceed in this segmented fashion of caring for one
group, which should be cared for and I support care for—that is
not the matter before the committee here—but is that the correct
way to proceed?
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In proceeding, for instance, with the legislation that has been
proposed by Senator Pepper and others, you would take from our
society probably $7 billion a year; and yet, it does nothing for chil-
dren. I am going to ask each member of the panel to please answer
this: Is this the correct way to proceed for the best interests of
America, to proceed in this fragmented fashion? We take care of
this group, but not the other group.

What do you say to that, Mr. Ball?

Mr. BaLL. I would much prefer that, if it were a feasible thing to
accomplish, to have a comprehensive plan at all age groups, cer-
tainly. I would like to say, though, Senator Chafee, that I believe it
is wrong to think of the long-term care proposals that we have
under consideration as being primarily or certainly not exclusively
an elderly benefit.

Senator CHAFEE. I agree with that, and that testimony has been
made. In your testimony, you spoke about the children who are
supporting their parents.

Mr. BaLL. Right. I mean, Senator Pepper’s bill includes other
people, but the people really at risk are the middle aged people
who will either have to pay nursing home costs for their parents or
two-career couples having to take a parent into the home—time,
attention, money, away from children.

It is a family situation that we are trying to deal with here, I
don’t think even primarily a benefit for the elderly.

Senator CHAFEE. That is an excellent point, but when I use the
term ‘“‘children,” I am using the term of those under 21, under 18
in our society; whereas when you use the term ‘“children,” you are
talking about young adults who are caring for their parents.

Mr. BaLL. No, I would say the whole family is affected by a situ-
ation. If you have to bring elderly parents into a home or pay for
them in a nursing home, those children get less attention and less
money if you do that.

Now, that is not to say that I have any disagreement with your
point whatsoever. If I had to set priorities, I would say maybe the
highest priority of all is the 37 million people who are uninsured
completely in this country and another 13 to 20 million whose in-
surance is incomplete; and the fact that there are 20 percent of our
children in that group is a national disgrace.

I would put the highest priority of all on comprehensive care for
a health plan that covered the acute care costs of these other
groups; but I don’t like to have to choose that way. It seems to me
we want to do both.

Senator CHAFEE. None of us want to choose. I just think we have
to look at the whole structure of our medical delivery system in the
country with these 37 million people who are uninsured. I was so
pleased to hear you, Ms. Crooks, representing the AARP, discuss
that very point and make it clear that you are concerned about the
children in our society as well.

Ms. Crooks. After all, Senator Chafee, we are the parents and
the grandparents of the next two generations, that is, our group is.
And we are very interested in the disabled children. On any given
day, they say there are 7 million care givers in the home, and
many of these care givers are giving care to disabled children.
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Therefore, we are very interested to“include disabled children;
and we think that it is very important.

Mr. SaLisBURY. Senator, I would describe it as more potentially
dangerous versus just unwise in that it allows the process not to be
brought together in terms of how much all of it taken together
would cost.

We have a report coming out this next week on health provision
for children and the degree to which it does not take place and is
not financed, that underlines some of the points that you have
made. I would emphasize that one of the reasons that, compared to
many of the proposals that have been discussed today and those in-
troduced to date, do not m~¢t the same, if you will, comprehensive-
ness as private employer provided plans.

The advantage of an employer plan and one of its greatest disad-
vantages, if you will, is they do not approach it in a piecemeal fash-
ion. The long-term care programs being marketed today and pro-
vided by the employers—the small number now providing them—
provide for the inclusion of children. They provide, under the defi-
nition of dependents, for the inclusion of one’s parents, as well as
for the worker and the worker’s spouse.

That is the advantage of them. The disadvantage is that makes
underwriting all the more difficult. It creates the data problem and
the uncertainty problem I mentioned, as well as it creates much
fluctuation in pricing, which is one of the reasons that market is
developing—we might say—very, very carefully and slowly.

Senator CHAFEE. Mr. Salisbury, my time is up; but I do want to
say this: No one is going to challenge my credentials in looking
after the elderly, and I am for that. But also, I am deeply con-
cerned about the other members of our society and particularly our
children.

And I want to work toward legislation that will provide long-
term care for all Americans. What disturbs me is that sometimes I
feel the train is leaving the station without a very important seg-
ment of society aboard; and I hope, Mr. Chairman, that everybody
will turn their attention to that subject as well.

Anybody who was here for those hearings couldn’t help but be
moved by the challenges that young people—children—and when I
say the children I am talking under 18—are facing in our society.

Before they are born even, lack of proper prenatal care in the
United States is shocking. And proper post natal care is dismal in
many instances.

So, Mr. Chairman, I hope we can keep our focus on .all, Ameri-
cans, as well as this group that we are deeply concerned abo \t here
today. Thank you, Mr. Chairman.

Mr. BALL. Mr. Chairman. could I make one comment?

Senator PAckwoop. Yes.

Mr. BaLL. The comment is about what Mr. Salisbury said about
employer sponsored plans as a-solution in this area of long-term
care. The plans so far—and there is a very limited number of
them—are the kinds of plans that are a big advantage over individ-
ually sold policies; but they are employee paid for. That is, the em-
ployer performs an administrative and a selling function, and that
is worth doing; but you still end up with an employee paid-for plan.
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The suggestion that Mr. Salisbury made that perhaps could be
changed by adding this as one- of the things in a cafeteria plan
means, of course, that individuals choose among the kinds of bene-
fits that they elect. And although that might extend coverage
some, it seems to me no conceivable possibility that, in choosing
among different kinds of employee benefits, that you would get
anything like the 85 percent protection fcr long-term care of the
population generally if the changes are made that he suggests.

I would guess rather like seven percent, something like that. I
just t&hought that the disagreement we have ought to be in the
record.

Senator PaAckwoopn. What if you mandated it?

Mr. BALL. Oh, mandating? Sure, that is something else.

Mr. SaLisBURY. I would go to the next step, which is simply to
point out, based on the seven percent estimate, that thus far em-
ployers even with employee pay-all are achieving rates higher than
seven percent voluntary participation; and that is in the absence of
ang tax incentive for those employees making that choice.

, while I described 95 as probably a high water point, I would
simply suggest that I think a seven percent is a bit too pessimistic.

Mr. BaLL. Okay, ten.(Laughter)

Mr. SaLissury. That is lower than has already been achieved
without any tax incentives. I would also like for the record to be
clear that your implication and choice of words that I was saying
employer plans could be the whole solution to this problem is not
what I said.

I said that they could be a component of an overall solution, and
that they probably could help in a case where there are limited re-
sources to be allocated, even as your proposal articulates.

Mr. BaLL. I agree with that. I just wanted to make a clear dis-
tinction between employer sponsored plans paid for by employees
and the employer paid-for plans because you get a very different
égind of structure, particularly about your ability to cross-subsi-

ize—— -

Senator Packwoop. Let me ask Mr. Salisbury a question. I
would assume in some of these plans that they are not totally em-
ployee paid, that the employer may be picking up part of the cost.

Mr. SaLIsBURY. In the current long-term care programs, that is
not the case; the employers are not because of the tax issues that I
have just mentioned. I think that would, in fact, change. I think,
per Bob’s point, most cafeteria plans do not—for example, in the
health insurance area—provide the option of going without any
health insurance.

They may provide the ability to just choose catastrophic, for ex-
ample; and there is absolutely no reason vis-a-vis long-term care
that there could not be a minimum catastrophic long-term care
benﬁfit as a mandatory piece by the employer of that particular
package.

So, I think that we could debate all day over the aspects of bene-
fit design, but Bob and I can do that separately.

Senator Packwoop. Let me ask you this, Mr. Salisbury, and
then I have to run pretty quick or I will miss the vote. Every time
we talk about raandating anything—whether it is Senator Kenne-
dy’s mandated health benefits—the employers are up in arms
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about mandating benefits, although we mandate workers’ compen-
sation at the State level, unemployment compensation, and Social
Security.

If we are determined—and I think we are—that there is going to
be long-term coverage, why not take care of-at least the bulk of it
by mandating it on employers? And we can decide whether we
want them to pay for it all, or half and half; and Mr. Ball is sug-
gesting a point three percent on both employers and employees—
why not mandate it?

And we would have to mandate the level of benefits then. We
would say to the employer: Fine, you go buy it from Employers
Mutual or Travelers or wherever you want to buy it. But at least,
it would keep the Federal Government out of the management of
that great portion of it.

Mr. SALISBURY. Senator, I know that one of the reasons that Mr.
Ball frequently wins more victories on Capitol Hill than some em-
ployers is because he shows much greater flexibility and much
greater recognition, at times, of what is or is not inevitable.

I mean that as a clear compliment because I think in this case, if
employers were to open up their eyes to the fact that there is an
inevitability of Government action to deal with this very, very seri-
ous problem and they took that as a reasonable given and then
were given the choice between either doing it with a mandate or
with a Government program, they would probably be more than
happy to say: Solve a good deal of the problem or part of the prob-
lem with a mandate.

Senator Packwoop. Mr. Salisbury, I have to run right now, but
please tell them—and you know them better than anybody—that it
is coming. (Laughter)

Mr. SaLissury. May I quote you? (Laughter)

Senator Packwoop. You may quote me and everybody else on
this committee. I mean, as sure as we are here, if you pick up any-
thing when you go home, it is coming. I remember what Howard
Baker once said—I mean, assuming that you don’t like this and
count it as a disaster—he once said: You know, of a dozen disasters
coming down the track toward you, don’t worry about it. He said:
Eleven of them are going off the rails before they get there, and
the twelfth one is going to ride over you; and there is nothing you
can do about it, anyway.

This one, if you don’t like it, is going to run over you; and I
would rather have you be on the train than under it. Would you
mind waiting because I think the chairman may have some more
questions.

Mr. SauisBury. I would just note, Senator, that I hope you will
insert in the record instead of “you,” “employers” since I would at-
tribute it to them in their not recognizing reality versus myself.

Senator Packwoobp. I have found you very, very realistic in all
the years I have known you. Would you just wait until the chair-
man comes back in case he has any questions? -

Mr. SaLisBury. Thank you, Senator.

[Whereupon, at 11:39 a.m., a brief recess was held.]
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AFTER RECESS (11:40 a.m.)

Senator MitrcHELL. We will resume the hearing. Mr. Salisbury, 1
just have a couple of questions for you. You commented on the tax
provisions in my bill which are intended to encourage the further
development of private insurance in this field. One of the problems
we have is in connection with attempting to estimate what will
happen. ) '

You talked about the possible market that exists, and yda re-
ferred to employers of 250 persons or more. But we, in another con-
text, have received a lot of testimony and evidence regarding the
increasing number of persons who are without health insurance
and the increasing proportion of them who are employed persons
or their dependents.

The impression is incscapable that employers, and particularly
small and medium sized employers and particularly some in some
aspects of the service industry, are increasingly not offering health
insurance, that you are not seeing a big increase. In fact, the in-
crease is occurring in the number of persons who are working but
don’t have health insurance.

I have really a two or three part question. Is that impression ac-
curate? If it is, is it not then counterintuitive to think that, if
people are not offering health insurance or at least increasing that,
they are likely to add to the benefit level in health insurance?
Won’t that work the other way? .

What is your impression of what is occurring in the country
today?

Mr. SaLisBURY. One is that you are continuing to get marginal
increases in the number of people with health insurance as well,
even though the number without is in fact increasing. As a result
of health care cost management concerns and containment con-
cerns, we are seeing employers move much more to copayments,
deductibles, and other things aimed at cost sharing, which are in-
cluding premium cost sharing that are causing some employees to
choose not to purchase family coverage because they don’t want to
pay the differential.

And we are also seeing in some growing number of cases, which
is what I will describe as one of the potential shortcomings of cafe-
teria plans, some individuals where given the option to choose no
health insurance and instead to choose more money into life insur-
ance or some other benefit, are totally opting out of health insur-
?ipce protection, or are choosing not to buy protection for their fam-
ilies.

However, choice does have its disadvantages. Senator Packwood
made a point just as he was leaving, which was, if we are talking
about .providing protections through either a public or private
means and if our means of providing that protection is one way or
the other going to be mandatory, which your bill clearly has that
comgonent to it, then his question was: If we made that mandatory
on the employer, how much could we achieve before we moved to a
direct public program?

If we hypothesize that every employer provided plan must be
provided to all workers and the worker must pay some level of co-
payment—which is a Kennedy bill proposal—if we were to say
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every individual must provide for family coverage and include
their children, if we were to go a third step and say every private
employer plan must include as a piece of that plan a catastrophic
long-term care piece, and changes such as that, then we would
achieve the levels of coverage that are in fact in place today, based
on that series of mandates.

If the choice is mandating public program versus those approach-
es to a private program, you are creating similar results in many
cases.

A piece of the process that always concerns me a bit is the
degree to which we, in some cases, write off a public approach to-
tally by saying that private can do it but leave it totally to volun-
tary; or to which we write off the private sector as being able to do
it because of the presumption that we will not change the rules for
the private sector and, because the voluntary system has holes,
those holes will continue to exist.

Versus what I put into the mouth of Senator Chafee as to his
question on a more comprehensive approach, just recognize that if
we are going to be doing these things in some way that we should
take full advantage of the structures already in place.

And if that means in some cases mandating, then so be it, in
order to achieve the objective laid out. Now, we can all argue over
what objective is the most appropriate.

I think in terms of a final comment on your three-part question,
the level of dissipation of coverage in private health insurance is
relatively ‘“minor.” As the population- grows,however, the number
of people who will not have health insurance, which depending on
whose numbers you believe—our own approximate 37.5 million
Americans today, and our numbers on children approximately 10.6
million without health insurance—those numbers will invariably
continue to grow if we stay with the set of systems and programs
in place today.

And to the degree health care cost inflation continues, most in-
surance companies this year are looking at potential increases of as
much as 21 to 28 percent on top of last year’s increases, then it is
inevitable that we will have further problems in coverage.

On the other hand, I would have to note a balance vis-a-vis
paying for proposals like those discussed here today, vis-a-vis
paying for catastrophic Medicare coverage, vis-a-vis paying for
basic Medicare coverage—those kinds of inflation rates are going to
affect those programs and those long-term cost estimates well,
which simply says it is a problem with regard to all of the pro-
grams.

I think the challenge is to be comprehensive with it, to not just
look to public or just look to private, and to figure out—as your bill
takes an extremely effective first step of doing—of trying to create
that comprehensive approach, even though as you have candidly
stated many times in your written statements and your oral state-
ments that there is a tremendous amount of room for all of us to
work very, very creatively in the months ahead towards the inevi-
Flab}efoutcome—if it is, as Senator Packwood was suggesting before

e left.

Senator MiTcHELL. Thank you very much. Thank you all for

your testimony.
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Mr. BaLL. Could I just make one comment on that, Mr. Chair-
man, on what Dallas said?

Senator MitcHELL. If you wish, yes, but we do have another
panel, and we need to try to finish here.

Mr. BaLL. Right, very fast. I just wanted to tell you, so you have
the numbers there, that between 1978 and 1984, the number of per-
sons without health insurance has increased, as you were suggest-
ing, from 28 million to more than 37 million. That is the trend.

Seﬁlator MircHeLL. All right. I don’t think there is any dispute
on that.

Mr. SarisBUury. Those are our numbers.

Senator MitcHELL. Right.

Mr. SaLisBURy. The institute was the first to present comprehen-
sive tabulations of Census Bureau data on health care non cover-
age. I will share the full report with Bob, happily.

Senator MircHELL. All right. Thank you both very much, and
thank you, Ms. Crooks.

The next panel includes Ruth Von Behren, Adult Day Health
Care Specialist, On Lok Senior Health Services of San Francisco;
Val Halamandaris, President, National Association for Home Care;
Paul Willging, Executive Vice President, American Health Care
Association; and Joan Quinn, President, Connecticut Community
Care of Bristol, CT.

Good morning, ladies and gentlemen, and welcome. We are grate-
ful to you for taking the time to come and provide us with your
advice and counsel this morning. We will begin with Dr. Von
Behren. Welcome.

STATEMENT OF RUTH VON BEHREN, PH.D., CHAIR, NATIONAL IN-
STITUTE ON ADULT DAY CARE, ON LOK SENIOR HEALTH SERYV-
ICES, SAN FRANCISCO, CA

Dr. VoN BEHREN. Good morning. Thank you very much, Senator
Mitchell, for giving me the opportunity to comment on your bill. I
applaud you for the courage that you have in bringing together the
most comprehensive legislation that up to now we have on long-
term care.

And I agree with your statements earlier today when you were
talking about what we need is a comprehensive system and that,
indeed, funding does drive the system; and we do need options.

I am speaking on behalf of adult day care, and I represent the
National Institute on Adult Day Care, which is part of the Nation-
al Council on Aging.

Our concern with your bill is with the role in which you have
placed adult day care. You have put it under the home and com-
munity based respite services. We feel that adult day care is a serv-
ice that goes beyond just the respite aspect of it. :

Farlier, it was mentioned that home and institutional services
arc important, but there is a third group within this comprehen-
sive system; and this is the community-based care. And adult day
c?re is, I think, a vital player within this community-based system
of care.

We would like to see it in~luded in your legislation as a full part-
ner and a full program under Medicare reimbursement.
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So, what we are suggesting is that we would like to-have you
delete adult day care as it now is spoken of as a respite service; but
we would like to see you bring it in under Title I of the bill, bring
adult day care in as a specific benefit as a equal service with chron-
ic home care services and institutional services.

We suggest that S. 1839, which has been introduced this session
by Senators Melcher, Bradley, and Heinz, can provide to this com-
mittee the elements necessary to define adult day care as a Medi-
care benefit under S. 2305.

I should say, incidentally, that S. 1839 is now cosponsored by 15
Senators, including your colleagues on this Finance Committee,
Senators Durenberger, Moynihan, Matsunaga, and Chafee.

S. 1839 does establish adult day care as a benefit. It has the same
kinds of detail which you have in regard to the chronic home care.
It establishes eligibility criteria; it establishes certification stand-
ards; and it establishes the service package. In other words, all the
full components of the service are included in this bill.

We think this would strengthen your bill by bringing in a com-
munity-based service as a full partner in the comprehensive system
which is needed for long-term care.

Medicare reimbursement is needed for this program. It is now
being funded by a variety of Government sources; we can find
adult day care programs in all 50 States. Forty-one of our States do
have standards affecting this program. ,

The problem is, as was stated earlier, the persons who are not
quite poor enough for Medicaid but not rich enough to buy what
they need.

Last week, I toured rural Kansas; and I met with a number of
groups of senior citizens in regard to the problems they are having
in receiving health care and long-term care. What I heard repeat-
edly is: We cannot afford it; even if the services are there, we
cannot afford it.

We do need Medicare reimbursement. I also would point out that
Medicare reimbursement for adult day care has a potential of pro-
viding a monitoring system for the health needs of the frail, im-
paired individuals that would also control and possibly diminish
hospitalization.

I will give you an example from my own agency, which is On Lok
Senior Health Services, of which adult day health care is a very
vital part. We have found that we are able to cut hospitalization
utilization for impaired elderly, who are eligible for nursing home
care. Our hospital utilization is 25 percent less than the hospital
utilization for the regular Medicare population, which is a healthy
population in general.

We do have some other concerns with this legislation, which we
have stated in our written statement. I think our main concern is
that, as we now have this debate on what are we going to do about
long-term care, we would like to see you recognize adult day care
as an option—a viable option—and included in your legislation.

['I;lhe ]prepared statement of Dr. Von Behren appears in the ap-
pendix.

Senator MitcHELL. Thank you very much, Dr. Von Behren. Mr.
Halamandaris, welcome. As always, we who have benefited from
your testimony in the past, look forward to hearing from you.

N:,??g
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STATEMENT OF VAL J. HALAMANDARIS, PRESIDENT, NATIONAL
ASSOCIATION FOR HOME CARE, WASHINGTON, DC

Mr. HaLamaNDARIS. Thank you, Senator. 1 appreciate very
much being invited to testify today. I would like to commend you
for introducing your bill, S. 2305. I think it is a wonderful start.

I would also like to commend you for the fantastic work that you
have done to make this issue the number one domestic issue in
America. Before it got your attention and the attention of the
Senate Finance Committee, long-term care ranked very low in
terms of American priorities.

Thanks to your efforts, it is now the number one issue; and I
would like to commend you for that.

With your permission, Mr. Chairman, I would like to enter my
statement in the record and summarize it briefly.

Senator MitcHELL. That will be done.

Mr. HALAMANDARIS. Mr. Chairman, long-term care has been an
obsession for me; for over 20 years, I sat on that side of the dais as
counsel to the Senate and then later to the House Committee on
Aging. I am very, very pleased to see that your bill incorporates
most of the major recommendations of the Senate Aging Commit-
tee which took 8 years and over 30 hearings to develop a suggestion
for a program of long-term care. .

What the Senate Committee on Aging recommended in Decem-
ber of 1974 is very similar to your bill. There were such giants as
senator Frank Moss and Ed Muskie and Phil Hart who put their
life’s blood into developing this report; and I think it is important
that we recognize their contribution and the fact that your bill con-
tinues their good work.

I don’t wish to give the impression that I have all the answers,
bt . there a2 a few comments that I would like to make.

First of all, I think this works ss an entitlement program and
not a mear = tested program, and your bill meets that test. Second,
it is important that we have a Fecderal program, federally adminis-
tered, and not a bifurcated Federal/State program. Once again,
your bill meets this test.

In terms of financing, I am very comfortable with the method
that you have chosen. I think I would have preferred Senator Pep-
per’s suggestion of removing the $45,000 cap and make it a Social
Security tax, more progressive.

All but five percent of the American public now pays the Social
Security tax on all of their income. There is no reason in my judg-
ment why the remaining five percent should not do the same; and I
am only talking about paying the 1.45 percent on total income.

In the past, I have also advocated the use of Federal excise taxes
on alcohol and tobacco because the connection between use of alco-
hol and tobacco and health problems is well known.

The fourth point I would like to make is that a separate trust
fund is vital, is crucial; and your bill incorporates that suggestion.

The next point that I think is crucial is that your bill makes
home care the priority. You heard Robert Ball talk about the im-
portance of making home care the first line of defense, and I think
that is crucial. That is where we have to start.
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We have to reverse the institutional bias that we have in the
United States. The Senate Committee on Aging said that 12 years
ago; and what they said is just as apropos today as it was then.

I also think that you have done a wonderful thing to include res-
pite care and day care. Those options are equally crucial and, in
my view, should be provided simultaneously.

Then, I think it is important that you have included nursing
home care; and I would include it in precisely the order that you
have, as a last resort. The American public, the elderly in particu-
%;ar, still have very negative feelings about going into nursing

omes.

As the Senate report said, going into a nursing home is viewed
by the elderly as not only synonymous with death but with pro-
tracted suffering before death. So, let’s be careful that we don’t sell
tickets to a train no one wants to ride.

It is important that we provide nursing home care and the best
of nursing home care, but only as a last resort, as you have provid-
ed in your bill.

The next point I would make, Mr. Chairman, is that it is very
important that we educate families to care for their own and not to
dump the elderly on the Stale. I think we could use some provi-
sions in your bill which would encourage families and educate
them on how to take care of their own.

Another point that I think needs to be made is that the rcal
issue in long-term care is not age but functional disability.

And I would like to make the case that you include, as Senator
Chafee pointed out, the chronically ill children in your bill. There
are not that many of them, and they need to be included. If we
don’t, it_will be a mistake; and what we are going to have is an
intergenerational conflict. I would sincerely argue that you should
consider that.

Finally, I think it is important that we have a bill that is easy to
administer, a bill that can be managed; and Medicare, with all of
its problems, still manages to run at about four percent administra-
tive costs in Part B, I guess, for around seven percent of the total.
And I think we need to keep that system.

I think one of the things that needs to be examined in your bill
is how we define case management. That is a crucial issue, as is
the issue of how we would draft fee schedules. I was concerned
about language in your bill which says “or such other prospective
system as the Secretary may determine.”

Senator Moss and Senator Muskie had a conversation to which I
was privy years ago in which the former said to the latter that the
battles that are won on the floor of the House and the Senate are
often lost in the Federal Register. And I would suggest that you
spell it out and make sure that that doesn’t happen. (Laughter)

Mr. HALAMANDARIS. And finally, I would say the comments that
I have made to you have been reinforced by the Harris poll, which
Senator Pepper alluded to, in which 80 percent of the American
public decided that they wanted a long-term care program designed
along these lines.

Again, I would like to commend you for what you have done,
Senator, and the committee as well.
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Senator MitcHELL. Thank you, Mr. Halamandaris. We invite
you to help us write it into the law and ask that you submit to us
in writing your specific suggestions in that regard.

Mr. HALAMANDARIS. Thank you.

[The prepared statement of Mr. Halamandaris and related infor-
mation appear in the appendix.]

Senator MitrcHELL. Dr. Willging, we have also benefited greatly
from your advice and counsel in the past, and we again look for-
ward to hearing from you. Welcome this morning.

STATEMENT OF PAUL R. WILLGING, PH.D., EXECUTIVE VICE
PRESIDENT, AMERICAN HEALTH CARE ASSOCIATION, WASH-
INGTON, DC

Dr. WiLLGING. Thank you, Mr. Chairman. With your permission,
{)V‘Viflll submit my written statement for the record and summarize

riefly.

I begin with a considerable amount of trepidation when I find
Mr. Halamandaris and I in general agreement about the value of
your legislation. (Laughter)

I fear perhaps I missed something in my first reading.

Senator MitcHELL. You will notice we were prepared. We sepa-
rated you by Dr. Von Behren and Ms. Quinn. (Laughter)

Dr. WiLLGiNGg. I do share in Val's commendations, Mr. Chair-
man. I think you are the first in the Congress to submit for delib-
eration not just a comprehensive long-term care financing bill, but
one which in fact deals with fiscal realities as we must deal with
them today.

I think you have done that by going beyond lip service to the
concept of the public/private merge. We hear that so often, more
often than not, the weight is clearly on one side or the other; I
think you have very well melded those two concepts together.

And you have also—and here is where I wonder whether or not
Val and I are looking at the same bill—because he suggests you
have emphasized home care as a priority; I suggest again that you
have indeed done what has to be done.

Senator MiTcHELL. Pretty good job on my part, wouldn’'t you
say? (Laughter)

Dr. WiLLGING: I think that what is clear in your bill is that you
have recognized that the 82 percent of catastrophic health care ex-
penses incurred by the elderly are nursing home care. And that is
clear; the data make that absolutely unequivocal.

I think your bill by recognizing the fact that, yes, most Ameri-
cans do wish—where possible, where feasible, where practical—to
receive their long-term health care services in the home ultimately
“;litl'l chronic debilities, the nursing home becomes the option of
choice.

Six points very briefly, Mr. Chairman, if I could; and I think in
most of these points, your bill does indeed meet what I think are
legitimate public policy interests.

As I mentioned, the first is, in fact, the merging of the public and
the private sectors. There are those who would suggest and have
suggested that a 2-year exclusionary period is too much; but I think
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that is indeed fiscally prudent but, at the same time, you are not
proposing that Medicaid be abolished.

Indeed, you are suggesting a level of effort be maintained for
Medicaid. '{hat, I think, will deal effectively with those who are not
capable of providing through insurance or other mechanisms for
that first 2-year period.

I would disagree quite frankly with Mr. Ball in his testimony
that the period for private responsibility should come at the tail
end, rather than at the beginning. Obviously, if it comes at the be-
ginning, it makes a much more definable package in terms of the
insurance product that this legislation is trying to promote.

I agree with Mr. Halamandaris; we need a dedicated funding
source. Long-term care has too long been held hostage to the vagar-
ies of annual appropriations considerations at both the State and
the national level. If we wish to preserve quality of care, we have
to recognize that the funding source itself has got to be stable.

I think I also share Mr. Halamandaris’ concerns that this is
probably the only time in history in this town—I will agree with
Mr. Halamandaris three or four times in the same testimony——
(Laughter)

On the need to make sure that, again just like the funding
source, the rate development mechanisms do not sacrifice quality
of care to budgetary considerations. We need to worry first and
foremost about the needs of the patient, the acuity levels of pa-
tients, and the legitimate costs by providers in providing the serv-
ices entailed in those acuity levels, and the geographic variations
that have to be looked to, particularly in terms of wages and sala-
ries.

I think it important as well that we recognize that rates estab-
lished for long-term care—nursing home care in particular—are
not analogous to those established in the acute care setting. At the
risk of perhaps being excessively simplistic, an appendectomy is an
appendectomy is an appendectomy.

The day of long-term care, particularly in the institutional set-
ting, can vary broadly in terms of the amenities and services pro-
vided above and beyond the base rate. And I do think it important
that consumers have the choice to be able to buy those services
above and beyond what is entailed in the rate established by the
Federal Government.

I think also, with respect to the consumer, that it is important—
if as I perceive it, Mr. Chairman—one of the purposes of this legis-
lation is to stimulate the private sector, particularly through long-
term care insurance, that we continue the process already begun to
prozide adequate protections for consumers as they purchase that
product. :

We support the proposals being circulated by Senator Duren-
berger in that regard, as we do the work of the National Associa-
tion of Insurance Commissioners.

And finally, Mr. Chairman, I think it important to continue to
look to Medicaid and not as a program in conflict with what you
are trying to develop, but a program that could be supportive of
what you are trying to develop.

I don't think in this Nation we wish two types of long-term
care—that available to the indigent, that available to those who
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are capable of providing either through your program, in concert
with long-term care insurance, a higher level of care. ’

I would strongly urge that we go beyond demonstrations and pro-
vide Federal matching to the States under the Medicaid Program if
they choose to in fact purchase insurance on behalf of the indigent
within those States.

All in all, Mr. Chairman, we think it is more than just a good
start. We think it is an excellent bill. Thank you very much.

Senator MircHELL. Thank you, Dr. Willging. I know that your
organization is, of course, very much interested in the prospective
payment plan—the method of reimbursement—under this bill; and
I invite you to submit to us your specific, detailed comments on
h&w you believe such a plan should be structured as part of this
effort.

Dr. WiLLGiNG. We will do so, Mr. Chairman. Thank you.

[The prepared statement of Dr. Willging and related information
appears in the appendix.]

Senator MiTcHELL. We welcome your expertise and interest in
that area. Ms. Quinn.

STATEMENT OF JOAN L. QUINN, PRESIDENT, CONNECTICUT
COMMUNITY CARE, INC., BRISTOL, CT

Ms. QuINN. Thank you very much. I am glad that you put me
between all of these providers. They are very essential to care for
older people and will continue to be so. Each component part is im-
portant.

I, too, congratulate you, Senator, on your thoughtfulness in the
development of this bill. I would like to speak to the case manage-
ment component in particular, having worked and developed ini-
tially under a 2176 waiver program in 1974 called Triage in Con-
necticut, a program of case management.

It was when Val was on the other side of the aisle, and Senator
Packwood was very helpful to us. He probably doesn’t remember,
but he was back in 1974.

That became a State-wide program in Connecticut called Con-
necticut Community Care. It currently serves over 5,000 older
adults each month in a community setting who have episodes when
they need nursing home care, but our focus is really on de institu-
tionalized care.

I think tnat case management is a vital component of any long-
term care program. It is a successful method to address the current
fragmented service and reimbursement system. It provides for the
clients and their families a very thorough assessment, care plan-
ning using existing providers—both in the community and in the
State—a myriad of service reimbursers, and a system that is very
complicated to try to maneuver.

Therefore, it advocates as a service for the client. There is cost
benefit because you really miatch the client to the exact services
they need in the right amounts and at the right time; and there is
very much an educational component of the program because you
do educate families and the older adults themselves and, in some
instances, younger adults as well, as to the service system and the
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reimbursement system for the service and how much they have to
contribute.

In today’s system, there is much out of pocket expense incurred
‘by the family in long-term care.

The independence of the case management function, as you men-
tion in your legislation, I feel is very important. I don't believe that
it should be tied to a provider, nor do I believe it should be tied to
the reimbursement system; and the case management agency does
have better control if it can control the resources for some of the
services ordered.

In terms of creating an infrastructure of case management serv-
ices around the country, I think that is beginning. There are ap-
proximately 10 national case management agencies that are begin-
ning to work together to develop a uniform method of providing
quality case management services.

The National Council on Aging very soon will come out with
standards for case management which will help in that effort. So, I
think the infrastructure is being developed in terms of the case
management. :

I do believe that the case manager function does save money for
the payer, as well as meet the needs of the individuals themselves.
We have a 2176 Medicaid waiver program in Connecticut that we
are administering, and there is cost saving in that program by pro-
viding community services in lieu of the nursing home services
when it is appropriate.

I feel there is a great need for creating viable service delivery al-
ternatives for relieving families of the stress that they are experi-
encing right now, that services should be provided in a diversity of
locations, and that there should be some financial protection for
older people against the catastrophic costs of long-term care, not
acute short-term care, but long-term care; and that really partner-
ships forged between the client, the private and the public sectors
are reaily a response to this problem. Thank you.

[The prepared statement of Ms. Quinn appears in the appendix.]

Senator MiTcHELL. Thank you very much, Ms. Quinn, and all of
you for your very thoughtful and informative testimony.

Senator MITCHELL. Senator Packwood, do you have any ques-
tions of this panel?

Senator Packwoop. No, I have no questions. I will just restate
what I said when you were not here hLefore, principally to Mr.
Salisbury.

A long-term care bill is coming—no question about it. For those
who want to put up their hands and say “No,” they are going to
get rolled over. Maybe we will pa- a bad bill if we don’t have their
help; but we are going to pass a b;‘l.

And I would love to have the private sector involved in this to
the fullest extent they can be involved, but, for whatever reasons
choose to be only minimally involved, it will happen.

Senator MiTcHELL. I think if I could comment on that, Senator, I
agree with you. I have seen an interesting, somewhat disturbing,
transformation occur in abuse of the private insurance industry
over the past year. I have been meeting with them regularly. I
have had dozens and dozens of meetings.
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At the outset, when I inquired as to what the most difficult ob-
stacle was to the development of private insurance in the field, I
was told it was the inability to specify or identify the risks. That
led me to the concept of a substantial exclusionary period, to pre-
cisel]y; define the risk.

When I initially proposed it—in fact we had hearings last year
on the subject—a substantial portion of the irdustry was support-
ive of the concept, not all. Gradually, over time, the industry ap-
pears to be operating on the belief th.ut they can defeat any effort,
that there isn’t going to be a bill; and their best tactical approach
would be to oppose any effort.

I have tried to make the point which you just made. I think
something will occur, and the choices very likely are to be either
the kind of exclusionary period I have proposed or something along
the lines that Mr. Ball has proposed; and I know that Senator Ken-
nedy has publicly stated his proposal—that is, first day, first dollar
coverage.

So, I think obviously everyone will act out of what they perceive
to be their self-interest, but I think there is a profound misjudg-
ment being made that could result in something that is much less
desirable from the industry’s standpoint.

I think something is going to happen. We have tried to make pro-
vision for that development here, particularly in the tax provisions,
which I think will be helpful. But I sure welcome your interest and
participation, and we are very grateful to you, ladies and gentle-
men, for your testimony.

As I indicated in my requests to Mr. Halamandaris and Dr.
Willging, we look forward to your further input on the areas in
which you have a special expertise and interest.

Ms. Quinn, I have had the pleasure of meeting with you before
and receiving advice from you; and I think case management is
going to be a critically important part of this or any other pro-
gram, both to assure quality and to control utilization.

Dr. Von Behren, I might say I had the pleasure of visiting an
adult day care center in Maine, as I was in the process of develop-
ing this legislation, to see for myself how it functioned and what
services were offered. It was a very heart-warming experience and
I am pleased that it is included in the bill; and we look forward to
reviewing your suggestions for improving it even further.

That concludes the hearing. I thank everyone very much, and we
look forward to working with you all on this in the future.

Oh, T apologize. Excuse me one second. (Laughter)

Senator RoCKEFELLER. Mr. Chairman, I had one question.

Senator MiTcHELL. Senator Rockefeller sneaked in without my
observing him, and I am very embarrassed and apologetic. Senator
Rockefeller, please, do you have any questions?

Senator RockerFeLLER. I mean, I recognize that I am junior
around here, but—(Laughter)

Senator MitrcHeLL. Well, there goes one vote. (Laughter)

Senator ROCKEFELLER. Just one question for Mr. Halamandaris.
The extended family is such a powerful concept generally, and it
certainly is in West Virginia. One wurries that if Medicare started
to pay for home care services there couid be an instinct on the part
of some families, which have been dcing so much and making so



46

many sacrifices, to retreat from this process of so-called ‘“informal
care”’ in the home.

Now, I recognize that it is not one extreme or another; but my
question is about this connection between Medicare payment and
informal family care do they conflict?

Mr. HaLAMANDARIS. Senator, I appreciate your concern. There
have been a number of studies, most recently one that was released
by the Brookings Institution, in which this was evaluated pretty
thoroughly; and the studies are unanimous in their conclusion that
that kind of substitution does not happen.

Indeed, the opposite happens, that the families continue to care
for their elderly, even to the point of breaking. In other words, the
family will fall apart—the stresses are so great—that they carry
the burden beyond the point where they are able to cope with it.

I suggested in my comments that we need to do more to educate
families on how to bear that burden and educate them on how to
care for their own. But I am not concerned that, if the Government
were to suddenly make some benefit available, that families would
begin to dump their senior citizens into nursing homes or substi-
tute the paid care for nonpaid care.

The evidence just isn’t there to support that; it is on the other
side of the ledger.

Senator RockeFeLLER. Thank you very much. Thank you, Mr.
Chairman.

Senator MiTcHELL. Thank you, Senator Rockefeller, and 1 apolo-
gize again. The hearing really is now over.

[Whereupon, at 12:17 p.m., the hearing was adjourned.]
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OPENING STATEMENT OF HON. GEORGE J. MITCHELL, A U.S.
SENATOR FROM MAINE, CHAIRMAN OF THE SUBCOMMITTEE

Senator MircHELL. Good morning, ladies and gentlemen. Today,
we will hold the second in a series of hearing on the Long-term As-
sistant Act of 1988. Specifically, we will discuss today the role of
private insurance in the development of a comprehensive long-term
care policy. We will also hear from those who administer long-term
g@re programs in the States in an attempt to learn from their expe-

ience.

When I introduced this legislation I did so to begin a national
dialogue nn the delivery and the financing of long-term care. This
bill is not presented as the ultimate solution to the problemn or
even the best solution. It is rather an effort to begin a process that
hopefully will culminate and reforming the way long-term care
services are delivered and paid for.

Nearly all States spend at least half of their Medicaid dollars on
nursing home care for the elderly. The financing of long-term care
is dominated by out of pocket cost of the elderly and the Medicaid
program, a program intended to provide basic health care to the
poor of all ages. Medicare pays for only about 2 percent of nursing
home costs nationally.

Private insurance coverage for long-term care is in its infancy.
Very few policies exist, and those that do are often inadequate to
meet the cost of care.

Under my bill, nursing home benefits would be available to those
Medicare beneficiaries who qualify, Medicare would begin to reim-
burse for these costs after a 2-year exclusionary period. After the
exclusionary period, reimbursement would be available for an un-
limited period but a 30 percent co-payment would be required.

The exclusionary period for the nursing home benefit is the sub-
ject of much debate. Some do not support this concept; others be-

“"n
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lieve a private/public partnership for long-term care is the only
feasible way to proceed.

The proposal for nursing home care is the result of substantial
consideration and is a compromise. The trade-off between benefits
and cost is real. The length of the exclusionary period is pivotal. A
short exclusionary period will provide a much more comprehensive
benefit with coverage available more generally, but with an ex-
tremely high public price tag. A longer exclusionary period de-
creases the public cost but provides less relief for those forced into
poverty by spending down into Medicaid.

My approach has been to decrease the exclusionary period as
muc{x as possible, given realistic funding limitation. Decreasing the
exclusionary period dramatically increases the cost. Moving from a
2-year period to a l-year period in 1993 will increase the cost by
$10 billion a year.

A central factor in whether or not my approach succeeds is the
response of the private insurance industry. If private long-term
care insurance becomes widely available at reascnable cost this ap-
proach will succeed. I have had many, many discussions with rep-
resentatives of the insurance industry in an attempt to determine
what level of response can be expected in the development of long-
term care insurance. The subject has been of interest to many orga-
nizations and many members of Congress.

The policy issue we face is how to target our limited public re-
sources to the elderly most in need while at the same time retain-
ing the social insurance contract that exists throughout our Social
Security system. The issue is not trivial nor easily solved.

This proposal has been criticized from two diametrically opposite
points of view: Those who prefer a program providing full and com-
prehensive coverage, that is, for reimbursement of nursing home
expenses from the first day of eligibility, they say my bill doesn’t
go far enough; those who are opposed to any Government program
and are opposed to any new revenues to pay for any such program
say it goes too far. So it is important that it be clearly understood
what this proposal is and what it is not. It is not a comprehensive
public program to provide reimbursement for all services rendered.
It is, rather, in its public aspect intended to protect American fami-
lies against the catastrophic cost of very long-term care. It is a
form of public insurance policy against the extraordinary expense
of very long-term care that will be incurred by a minority of elder-
ly Americans who cannot be individually identified in advance.

Obviously the gap in the public program is created by the exclu-
sionary period. The bill seeks to fill that gap by encouraging the
dev_elgpment of private insurance to cover expenses during that
period.

I seriously considered a wholly comprehensive Government pro-
gram, but elected the alternative contained in the bill for two rea-
sons. First, our health care system is already part public and part
private. Although there are shortcomings in that structure, on bal-
ance it has provided most Americans with ready access to high
quality medical care. This bill extends that structure to the prob-
lem of long-term care.

Second, the cost of a fully public program is very high, making
its political feasibility doubtful. It will be extremely difficult to
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gain the necessary support for ev2n the limited program suggested
in this bill. The broader the coverage, the higher the cost, the more
difficult enactment becomes.

There is a tension growing between the need to allocate our
scarce resources to meet the most urgent needs and the desire to
support the social insurance concept in which benefits are not re-
lated to income. This bill tried to do both. It is based on_the social
insurance concept that once a bheneficiary becomes eligible for ben-
efits, and the exclusionary period expires, the benefits are identical
for all beneficiaries regardless of income.

I look forward to the testimony to be presented by our witnesses
today. It will take a concerted effort by the Federal and State Gov-
ernments, advocates for the elderly, and the private insurance in-
dustry to determine the best way to develop a national policy for
the delivery and financing of long-term care.

I am pleased to be joined today by the distinguished former
chairman of the full committee, Senator Packwood. Senator, do you
have an opening statement?

OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S. SENATOR
FROM OREGON -

Senator PaAckwoob. I do, Mr. Chairman. Thank you. And 1 know
the criticism that you are taking from those on one side who feel
that you have too big an exclusion, and people are going to have to
pay too much up front, and some of the criticism that Senator Moy-
nihan took on his Welfare Reform bill, that it did not go far
enough. I come at this from a slightly different viewpoint in terms
of how it might be produced. Part of it comes from my experience
when I was a labor lawyer, bargaining contracts, representing em-
ployers. I would look at it as follows. Are the people in the country
entitled to long-term care? Do they deserve it? Do they need it?
Yes. Can they afford it personally? In most cases, no. A few can.
Even if they were to be frugal and put money aside, it is unlikely,
because the amount that they would have to put aside for any sub-
stantial stay in a nursing home is more than most people can
afford. If the Federal Government were to provide it, do we do it
any more cheaply than if it is provided by private industry? And
there I hope the argument that used to exist 20 or 30 or 40 or 50
years ago, that if we eliminate the middle man, the Government
can do it cheaper, is gone.

Anyone who looks at any GAO reports over the last 50 years or
anyone who has had any hands-on experience in Medicare or Med-
icaid or the Government management of anything where we actu-
ally are involved in the program, is hard-pressed to think that we
can do it cheaper than private enterprise. Are we more humane?
Are we better managers? I don’t think so.

I have always wondered how we won wars with a Government
army until I realized we are fighting other Government armies.
{Laughter)

And as long as we have superior productive power we can grind
them down.

We have had some successes in social bonefits provided by em-
ployers in the past. Workers’ comp is a good example. The Federal
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Government, even State governments, are not particularly involved
in the management—a few States where they have monopoly sys-
tems—but the bulk of them are not involved in the management of
workers’ compensation. They pass a statute, say if you lose a hand
you are entitled to $20,000, whatever the statute says. Then we say
to the employer, all right, Mr. and Ms. Employer, you go out, and
you buy from Aetna, Continental Casualty, or Employe’s Mutual,
wherever you want to buy it, but you have got to make sure that
your employee gets $20,000 if they lose their hand.

We set the standards; we do not attempt to manage the program.
And we do somewhat the same in unemployment compensation. A
little stronger hand on it, but, by and large, it is employer-fi-
nanced, and we give the States some leeway in the standards, and
we say as long as you have sufficient reserves, and put the money
together, and there is unemployment, people collect it. It has
worked not badly as a system.

Health coverage for the average employee is a different situa-
tion. We did not mandate it, but here is where my experience in
labor law comes in.

Years ago we changed the law so that the value of health cover-
age provided by employers was not counted as taxable income to
the employee. It makes no difference to the employer whether the
employer pays you $100 worth of wages, which is a deductible busi-
ness expense, or $100 worth of health benefits by the policy, which
is a deductible expense. It is the same $100 for the employer. But
to the employee, they pay tax on $100 in wages and they do not
pay tax on $100 in health benefits.

o in the 1950s—unions began to bargain for health benefits and
the business agent understood it very well. The business agent un-
derstood the difference between taxable free fringes and taxable
income. The employers, ironically, fought health insurance only to
the extent that they thought it made their total cost too much, be-
cause they were thinking in their mind, I am willing to pay a cer-
tain total compensation. Let’s say it is $5 now. They did not care
whether it was $4 in wages and $1 in fringes, or $4.50 in wages and
50 cents in fringes. They were thinking of total compensation. All
they didn’t want to get dragged into was some fringe benefit pro-
grams where the costs might escalate so badly, and people had
gotten used to it that they would not be able to control their costs
in the future.

And here, interestingly also, the unions had great success, and
their greatest success probably ended up producing one of their
greatest failures.

The employers, sort of half willingly but not fully willingly, went
along with this health coverage. Those employers who did not want
to be unionized went along with it because they did not want to be
unionized, and they did not want the union employers and the
union to be able to say, join our union; you will get health benefits.

And so gradually the union succeeded in providing, first, perva-
sive coverage for union employers and then pretty pervasive cover-
age for non-union einployers. And so in the 1960s when the AFL-
CIO had as one of its iop items national health insurance, they, at
the same time, were bargaining to provide—and they meant Feder-
al health insurance—through the work place. And, finally, they
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were so successful in providing it through the work place that the
demand for national health insurance disappeared.

You take the average Jane and the average Joe in this country
working at the shoe store, working at Nords Drugs, working in the
lumber mill, you go to the coffee shacks. They will ask you about
gun registration. They will probably ask in a moment about Carl
Rowan it would be my guess if we go to the coffee shack. They will
ask about abortion. They will ask about cigarette taxes. They do
not ask about national health insurance, because it has been taken
care of for the average. Not for the 35 million that Senator Kenne-
dy would cover—those are not workers; that is workers and de-
pendents; they do not have any coverage. But if you mean 35 or 36
or 37 million people in this country, counting dependents, are un-
covered, it means about 200 million people are covered.

So as we look toward long-term care, should we simply say either
the Federal Government has to provide it or encourage it, or would
there be a way that it could be mandated on ¢mployers and the
employers pay for it, because, in the long run, they are going to
pay as much, whether they provide it themselves, or whether we
tax them and provide it.

And one of the frustrations I find, if you were to say to an em-
ployer, because they opposed, of course, workers compensation
when it came on and unemployment compensation when it came
on. They oppoused social security when it came on. They.opposed
even withholding as an undue expense when we began to withhold
taxes on employees. They will argue they cannot afford it. And
then their associations will argue against any kind of Federal cov-
erage, and then they will get something they do not like, badly
managed, overly priced, for which they will pay.

So I would hope we could reach some accommodation where the
great bulk of this could be provided through the work place. And it
could, and it will not be any more expensive than if we try to pro-
vide it any other way. But if we do not succeed in providing it
through the work place, it is going to be provided anyway.

The train is coming down the track, and I would rather have the
opponents on it than under it. But it is coming down the track in
any event, and the choice is really more theirs I think than ours as
to how it is handled.

Thank you, Mr. Chairman.

Senator MircHELL. Thank you, Senator Packwood.

We are-pleased to be joined this morning by the distinguished
Senator from California, Senator Wilson, who has long had an in-
terest in this area, and has legislation affecting Federal employees.
Senator Wilson, welcome, and we look forward to hearing from
you.

STATEMENT OF HON. PETE WILSON, A U.S. SENATOR FROM
CALIFORNIA

Senator WiLsoN. Thank you very much, Mr. Chairman. Let me
congratulate you and Senator Packwood on excellent statements,
very thoughtful statements, which I think have been not only pro-
vocative but provided an interesting setting for what I wish to offer
this morning.
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I thank you for the opportunity of coming to address the distin-
guished subcommittee.

Mr. Chairman, this April when you introduced your S. 2305, I
heard you say at the time of introduction that you hoped to begin a
national dialogue on the delivery and financing of long-term care. I
want to participate actively in the dialogue and in the process of
reforming the way our country approaches ensuring access to long-
term care. -

These hearings on your long-term care bill have enormous sig-
nificance to the whole of Congress, particularly after the House
vote on the Pepper bill last week. I think defeat of the Pepper bill
confirms much that you and Senator Packwood said this morning. I
think it is a pretty clear indication that Congress still has grave
reservation about committing substantial Federal funds to finance
a further expansion of Medicare, or as you described it, a package
that is totally Government-financed as opposed to the approach
that both you and Senator Packwood have placed a strong empha-
sis upon this morning, that is, some combination of a public and
private treatment of this problem.

Most members I think would agree that Congress can find a
viable solution to this problem without imposing what they consid-
er unrealistic new expenditures upon the Federal Government or
upon those who pay for Medicare coverage. -

Now despite the very hard, and the very thoughtful, very careful
work which has gone into your bill—and I really do think that it is
a very extraordinary effort—it seems to me that there is also
reason to believe that the cost of that bill alone will likely make it
difficult for a majority of the 100th Congress to swaliow. But that
does not mean that we cannot make progress, and that Congress
cannot and will not at least take some first step, perhaps some
more targeted long-term care, so the bill can pass this year as we
continue to wrestle with the complexities of comprehensive bills
such as your own.

Everyone in this room knows the urgency of finding ways to
make affordable quality long-term care coverage available to the
many Americans who need it. And while I think that Senator
Packwood’s fascinating historical treatment of how those who pro-
posed a comprehensive treatment actually incurred a kind of pri-
vate participation that perhaps invalidated their long-term goal. It
is I think very much true that there does need to be a new ap-
proach taken. If their success no longer produces that issue as the
most topical in the coffee shop, it is, nonetheless, true that even in
comparison with so-called catastrophic illness, the knawing anxiety
of the need for long-term care, of sustained nursing home care, is
increasingly a concern of older Americans. I guess we are once
again proving what Clare Booth Luce said when she said that no
good deed goes unpunished. American medicine has been rewarded
by a great success in allowing us to live longer and in most in-
stances live better. But as we grow older and geriatric concerns
become more and more a part of medical school curricula, it is nec-
essary too that we find a way to respond to that knowing anxiety
as to how Americans, as they do grow older, will be able to obtain
and afford the kind of nursing home care that is increasingly their
expectation.
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As you pcinted out in your statement, Medicare covers only 2
percent of nursing home expenses, private insurance coverage only
1 percent. That-means that Medicaid and uninsured individuals
now must struggle to cover the majority of the financial burden
that long-term care makes necessary.

And every time I go home to California I hear stories of anxiet
and fear from the elderly and from their children concerned wit
how they will be able to provide decent care, care that they will
have to afford, along with their other burdens, for their parents.

Working individuals worry that without affordable long-term
care insurance they must save enough money to try to protect
themselves against the eventual enormous cost of long-term care.

Retired elderly who still live independent lives, agonize that at
any day they may lose everything they have worked for if they sud-
denly sustain an illness which makes unaffordable the high rates
of private insurance or the even more devastating cost of having to
try to find and obtain nursing home care for a prolonged period.

Those living now in nursing homes live in anxiety and fear as
they continually spend down their savings and risk becoming im-
poverished in the way that you have already detailed.

So while Congress labors over how to help those individuals suf-
fering right now, because they did not have the opportunity to plan
ahead for their long-term care need, and very likely could not
have, as Senator Packwood said, even had they been so prudent as
to try to set something aside, it seems to me that even in that set-
ting we can do a great deal to make sure that today’s workers, and
perhaps even today’s independent retirees, do not find themselves
in that same very distressing situation as they grow older.

I have seen many interesting proposals which would encourage
private insurance companies and employers to offer quality long-
term care coverage. The finest idea I have seen thus far has come
from the Office of Personnel Management. Senators Dole, Duren-
berger and I have since drafted and introduced legislation, S. 1738,
based on OPM’s proposal, and I hope to add other distinguished
members of this committee as cosponsors of S. 1738 because it
1seems to me that it proposes one part of the solution to this prob-
em.

OPM proposes to offer optional nursing home and home health
care coverage to Federal employees who want it, and at the same
time provide what may very well be a model that can be emulated
by General Electric, the University of California, large labor union
pension funds. Simply stated, the idea is for a convertibility of
group life insurance to prepaid long-term health care.

When a young breadwinner selects among employer-offered bene-
fit options, the kind of security that he hopes for his young family,
he or she most likely will buy life insurance, group life insurance
determined to provide security to that young family. But once
those children have begun to grow up, once they have in fact
become largely independent, that same employee, quite reasonably,
finding himself confronted with an entirely new set of challenges,
finds that he really has no way to deal with those new circum-
stances at the present time. ‘

Now what we hope for is that the Federal employee who has
been enrolled in FEGLI, the Federal Employees Group Life Insur-
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ance plan, will be relieved of that worry by having the opportunity
to convert some part of the face value what is presently group life
insurance to prepaid health care, and, specifically, to up to as
much as 3 years of nursing home care.

Once those children have left the nest, and that Federal employ-
ee is compelled to worry about his or her own independence in old
age, and about becoming a burden to those children, we hope that
OPM’s plan will allow Federal employees, regardless of their
health status, who have reached the age of 50 and participated in
the life insurance program for 10 years, to convert their life insur-
ance to long-term care insurance at no additional expense to the
Federal Government and at only a very reasonable additional cost
to the insured.

Since long-term care insurance cost more than life insurance, the
employee would have to pay a small additional premium, which we
calculate with actuaries to be about $11 per pay period. But the
Federal Government would simply redirect the contribution that it
now makes as the employer toward the employee’s life insurance to
ensure long-term care.

These two sources, plus the reserves in the employee’s life insur-
ance fund, would pay for the new benefit and keep premium cost
down. OPM would also make coverage available to spouses, al-
though the employee would have to pay the full cost of the premi-
um without an employer contribution.

There is now a pool of over 3 million Federal workers, 3.1 million
to be exact, who offer a very tempting incentive for insurance car-
riers to develop a competitive long-term care insurance program.
To date, only about 423,000 long-term care insurance policies have
been sold. Ninety percent of Federal employees participate in
OPM'’s life insurance program, and some 655,000 would immediate-
ly become eligible when and if S. 1738 became law.

This proposal alone could double the number of people in this
country who currently hold long-term care coverage.

Just as importantly, by taking the lead to create a market in this
area—and I submit that the market is there and I think your state-
ment this morning, Mr. Chairman, indicate your belief as well that
it is—the Federal Government can create a long-term care domino
effect. With more insurance carriers entering the market, and with
existing programs able to expand to offer competitive services, I
think that as a result we will find competition and that the prices,
of premiums will fall. And as they fall, if that price reduction
occurs, it will presumably make it possible for private companies
and for State and local governments to offer a long-term care in-
surance benefit plan and for individuals to purchase their own pri-
vate coverage.

Currently, private long-term care insurance does not play a
bigger role because most individuals and employers simply cannot
afford the high cost of the premiums.

And as two of today’s panelists, Alice Rivlin and Joshua Weiner,
goixft’ ’out in their excellent new book, “Caring for the Disabled El-

erly”:

Group insurance especially geared to the nonelderly population would potentially
address the problems of high cost and adverse selection. lgremiums should be lower
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in employee-based group policies because . . . people would be able to contribute over
their entire working careers, allowing reserves to build.

Plans such as OPM’s will make long-term care insurance avail-
able to the middle class and take it out of the realm of a benefit
available only to the wealthy.

Currently, Congress does not have a concrete understanding of
just how far the private sector can go to meet future long-term
care needs. It is difficult to decide what role the Federal Govern-
ment must play in filling the gaps before the private sector has
fully defined what it is willing and able to do before it has fully
devealoped its potential.

Mr. Chairman, in your bill, you create a public/private partner-
ship in meeting the Nation’s need for long-term care insurance.
The vote on the Pepper bill signaled that Congress hesitates this
year to move ahead in defining the public side of that partnership.
But I believe members are ready to facilitate development of the
private partner and afford the private sector the opportunity to
define just how large a role that it can and will assume. S. 1738
does just that. The data that will result from increased private
sector activity in this area will be invaluable as Congress considers
more comprehensive proposals in the future.

Thank you again, Mr. Chairman, for the opportunity to speak on
a subject of critical importance, and thank you for your very
thoughtful pioneering work. I look forward to working with you to
develop a national policy on long-term care. It seems to me that S.
1738 offers a very substantial opportunity to the private sector to
respond to a very real need, and thereby perhaps reduce the
impact that taxpayers will ultimately have to pay for those who
cannot participate in this manner of insuring themselves.

Senator MrrcHELL. Well thank you very much, Senator Wilson,
for a very thoughtful statement about what I think is a very inter-
esting and thoughtful bill. And I know that all of the members in
this committee will seriously consider that as part of the discussion
of long-term care insurance. And as you suggest, moving in that
area may provide us with data that will help us in establishing a
broader policy later. So I am very grateful to you for coming today
and for presenting your legislation.

Senator Packwood?

Senator PAckwoob. No questions.

Senator MrrcHELL. No questions. All right. Thank you very
much, Senator Wilson.

Senator WiLsoN. Thank you, sir.

C1_[’Iihe prepared statement of Senator Wilson appears in the appen-
ix.

Senator MitcHELL. I would ask the first panel to take your places
at the witness table. Joshua Wiener, Senior Fellow, and Alice
Rivlin, Senior Fellow, at the Brookings Institution; Charles Atkins,
Commissioner of the Massachusetts Department of Public Welfare,
testifying on behalf of the American Public Welfare Association’s
National Council of State Human Service Administrators; Robert
Dobson, Chairman of the Committee on Health, the American
Academy of Actuaries; and Ricbard Curtis, President of the Center
for Health Policy Development, and Executive Director of the Na-
tional Academy for State Health Policy.
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And we are pleased to be joined by Senator Heinz, who both as a
member of this committee and as a long-time chairman of the
Senate Committee on Aging, has been one of the most important
contributors to care and protection of America’s elderly. So. Sena-
tor Heinz, we are pleased to have you here this morning. Do you
have a statement you would like to> make?

OPENING STATEMENT OF HON. JOHN HEINZ, A U.S. SENATOR
FROM PENNSYLVANIA

Senator HeEinz. Mr. Chairman, I would ask unanimous consent
that my statement be a part of the record. I look forward to hear-
ing our witnesses this morning. I just want to take a moment to
commend you on these hearings and on the legislation that you
have introduced as chairman of this subcommittee. A number of
us, including myself, are pleased to cosponsor your legislation. We
do so in recognition of the fact that this is a subject that is a very
serious one for a growing number of people. It is one which has re-
ceived very little attention except in academic circles over the last
5 or 6 years for several reasons. Probably the most imporiant
reason is that for the most part senior citizens, in particular, and
their families, in general, generally thought that Medicare covered
them for most of their health care needs.

As recently as 1984, the AARP membership, which is in excess of
20 million senior citizens, thought that Medicare would take care
of their long-term costs. This, fortunately—I said fortunately—is an
attitude that has changed, in part to the discussion of the cata-
strophic illness legislation where there was a great effort made on
all our parts to make clear that Medicare and the catastrophic in-
crement of it—which is only that, an increment of acute care cov-
erage—did not in any way attend to home health care or nursing
home care. Second, is the fact that Americans are living longer;
that there will be in 20 or 25 years as many Americans over age 80
as there were over 65 when Medicare was enacted roughly 20 some
odd years ago, gives us an idea of how our population and its needs
is changing. And it is a fact of life that if you are fortunate enough
to get up to four score years, let alone four score years and five,
that you are a candidate at an increasing rate of risk of the need
for nursing home or intensive home health care.

And for those reasons this subject is no longer an academic
matter. It is a subject that more and more Americans will be
coming face to face with. And the purpose of these hearings is to
make sure that we are prepared. And I commend you, Mr. Chair-
man, for your work in that regard.

Senator MircHELL. Thank you very much, Senator Heinz.

We will begin with Dr. Wiener and Dr. Rivlin, appropriately
enough, since they have just completed a 3-year study published by
the Brookings Institution last mo.:th entitled “Caring for the Dis-
abled Elderly, Who Will Pay,” and who are recognized as two of
our Nation’s foremost authorities on this subject, both of whom
were consulted and whose contributions are reflected in part in S.
2305. I don’t want to tie you too closely to it so you can feel free to
criticize it. As they say in the foreword to most books, ‘“The advice
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is yours; the final views are mine.” And we now look forward to
receiving your views. -

I say to you, both of whom have been before many congressional
committees and are familiar with the rules, and for the benefit of
all other witnesses, under the committee rules, all written state-
ments will be placed in full in the record. In order to encourage
and exchange between the members of the committee and the wit-
nesses, we limit oral remarks to 5 minutes per witness. And to
assist you in determining that, the panel of lights before me oper-
ates just like lights on the road. The green light means keep going;
the orange light means slow down; and the red light means stop.
So we will begin with Dr. Wiener. Welcome. Are we going to begin
with Dr. Rivlin?

Dr. RivLIN. Actually I get to read the statement and he gets to
answer all the hard questions.

Senator MitcHELL. All right.

STATEMENT OF ALICE M. RIVLIN, Ph.D., SENIOR FELLOW, THE
BROOKINGS, INSTITUTION, WASHINGTON, DC, ACCOMPANIED
BY JOSHF.A M. WIENER, PH.D., SENIOR FELLOW, THE BROOK-
INGS INSTITUTION, WASHINGTON, DC

Dr. R.vLIN. Mr. Chairman, we are delighted to be here to assist
the committee in any way we can as you tackle this hard issue.

The reasons why long-term care is such a serious issue have been
so eloquently stated by you and by the other Senators that I don’t
think I need to go into them. We have, as you say, just completed
this study. We are very pleased to make it available to the commit-
tee and to draw on the findings as you consider the bill, S. 2305.

We strongly support the general approach to long-term care fi-
nancing embodied in S. 2305, especially in two important respects.
First, we share the view that long-term care expenses should be
recognized as a normal risk of growing old. They should be planned
for; they should be insured against.

Second, we believe that solving the problem of financing long-
term care will require major efforts of both the public and the pri-
vate sector. There are those who contend that the private sector
can become the dominant form of long-term care financing. Our
analysis suggests that this is unlikely. Even with fairly generous
assumptions about who would participate and the willingness of in-
surers to offer policies, private sector approaches are unlikely to be
affordable by the majority of the elderly, to finance more than a
modest proportion of total nursing home expenditures, and to have
more than a small impact on Medicaid expenditures and the
number of people who spend down to Medicaid financial eligibility.

At the other end of the political spectrum, there are those who
argue that we should have very comprehensive public long-term
care, but that also seems unlikely and undesirable, unlikely in the
present state of the budget and possibly undesirable for the reasons
stated by Senator Packwood.

So S. 2305 reflects a new view which we share: Neither public
nor private sectors can be expected to carry the full burden of
paying for long-term care. We need to increase the roles of both.
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A key element, as the Chairman pointed cut, in S. 2305 is a 2-
year elimination period before the public program begins to pay for
nursing home benefits. On average, this amounts to a $44,000 de-
ductible, and in some areas of the country considerably more than
that. Thus, the universal availability and aggressive marketing of
inexpensive private long-term care insurance to cover the elimina-
tion period is crucial to this approach.

If affordable private insurance is not widely available, many
people will continue to impoverish themselves during the elimina-
tion period, much as they do under the current system.

The reason for choosing such a long elimination period, of course,
is to moderate the size of the incremental taxes necessary to pay
for the catastrophic portion of the program.

From the prospective of potential nursing home patients, howev-
er, this is a risky strategy. As has been pointed out, only about 2
percent of the elderly have any private long-term care insurance at
present. So the crucial question is whether a large majority of the
elderly would buy the insurance necessary to cover the 2-year
elimination period.

The bill reflects the hope that reducing the time period for which
an individual would need private insurance coverage to 2 years
would make such insurance more affordable. That is clearly right.
Two years of nursing home coverage should be cheaper than, say, 6
years.

Assuming that all the elderly who had at least $10,000 in non-
housing assets, and who could afford insurance at 5 percent of
their income bought one of the currently available 2-year private
insurance policies, then, by 2018, we estimate that perhaps 70 per-
cent of the elderly might have coverage. Given that 72 percent of
the elderly currently have some Medicare supplemental insurance
coverage, it is unlikely that private long-term care insurance will
exceed this level of market penetration.

Now that is a lot, but there are some important caveats to this
estimate. The insurance policy that we simulated has limitations to
it and making it less limited would make it more expensive.

The Social Security Administration actuaries estimate that a
year nursing home insurance policy with a 90-day elimination
period, but without the other restrictions that the current policies
have, would cost significantly more than the insurance policy that
we modeled, and that, therefore, fewer people would be able to
afford it.

There we also substantial supply side questions which I will not
go into here about whether the insurance industry can get itself to-
gether to market these kinds of policies. I think it is an open ques-
tion. And if one were to move ahead with this kind of bill, there
would be other protections that we would suggest, detailed in the
statement, to protect the population against being pretty much in
the same situation they are in now necessary to impoverish them-
selves to get down to Medicaid.

Thank you, Mr. Chairman.

[The prepared statement of Drs. Rivlin and Wiener appears in
the appendix.] ) ’

Senator PAckwoob. Doctor, thank you. Mr. Atkins.
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STATEMENT OF CHARLES ATKINS, COMMISSIONER, MASSACHU-
SETTS - DEPARTMENT OF PUBLIC WELFARE, TESTIFYING ON
BEHALF OF THE AMERICAN PUBLIC WELFARE ASSOCIATION'S
NATIONAL COUNCIL OF STATE HUMAN SERVICE ADMINISTRA-
TORS, BOSTON, MA

Mr. Atkins. On behalf of my fellow welfare commissioners from
across the country I would like to congratulate the committee for
the tremendous progress you have made drafting thoughtful legis-
lation to restructure the delivery and financing of long-term care.
With demographic projections pointing to a rapidly growing elderly
population, it is certain that total long-term care cost will increase
dramatically, as you well know, from about $40 billion a year now
to as much as $120 billion annually by the year 2020. It is far less
certain how we will pay for this care or whether the dollars spent
will provide the best quality care and the most appropriate setting.

Your bill would take us a long way towards a system that can
control costs and distribute them fairly. It increases the public in-
vestment in cost effective community-based care which will gener-
ate savings by reducing reliance on more costly nursing homes and
hospitals. Equally important, it creates incentives for families and
individuals to finance part of their own care, limiting the up front
public investment required to generate long-term savings. And per-
haps of most import it seeks to relieve some of the burden on Med-
icaid, allowing Medicaid to do a better job for the low income fami-
lies and children whom it is primarily responsible for serving.

I have submitted for the record a statement outlining the Na-
tional Council of State Human Service administrators position on
the bill’s specific provisions, and I wanted to take this opportunity
to share with you our efforts in Massachusetts to invest in afford-
able cost effective long-term care while at the same time develop-
ing alternative financing measures, including long-term care insur-
ance.

This year, the Massachusetts Medicaid program will spend
nearly half of our Medicaid budget on institutional long-term care
in nursing homes and chronic care hospitals. Medicaid is by far the
largest buyer of long-term care, funding some 70 percent of all
long-term care beds in the State. If the number of elders grows at
projected rates and Medicaid share of cost does not change, Medic-
aid’s liability for nursing home care in Massachusetts could soar to
$1.5 billion by the year 2020. To try to slow this enormous potential
cost increase, we are developing a new program called ‘“Elderly
Choices” that identifies elders at risk of nursing home placement
and provides them with community based support. They need to
remain at home with lower costs.

Elderly Choices is based upon our experience with the Employ-
ment and Training Choices program, known as ET, which we
began in October 1983. Through ET we proposed to place 50,000
welfare recipients into jobs and save $150 million over 5 years.
Next week, three months ahead of our 5-year plan, Governor Duka-
kis will announce ET's 50,000 placement. Just for the job place-
ments made through last calendar year, we estimate that after de-
ducting all program costs, ET has saved $132 million in reduced
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welfare benefits and increased revenue since these former welfare
recipients are now taxpayers themselves.

The relevancy of ET to long-term care is that when we first
started ET we spent more on the up front investment than we
saved. Despite losses in the first year, we were able to win support
from our legislature for additional resources in the second year by
demonstrating that welfare recipients were getting good jobs
through ET and leaving welfare. And by the end of the second year
we more than broke even.

It is this kind of investment and savings strategy we are pursu-
ing with Elderly Choices. This new program aims to ensure that
elders have access to a wide range of health services provided in
their homes or in the community, such as home health private
duty nursing and preventive health care. And to coordinate the
care and control otherwise fragmented system of community serv-
ices with many points of entry, Elderly Choices includes centralized
in—take offering one package of services, followed by ongoing case
management and managed care.

How will a program like Elderly Choices in the legislation before
you today save money or at least slow the growth of long-term care
cost? In four ways;

One, preventing or delaying expensive nursing home stays which
cost, an average of almost $25,000 a year compared to an average
of $10,000 or less for most community-based care;

Two, coordinating previously unmanaged community-based care,
reducing duplication and inefficient use of services;

Three, risk sharing with providers of community-based services
through performance-based contracts just as we developed in our
ET program that reimburse providers for services at a flat fee
amount for recipients.

And, four, high cost case management. Elderly Choices will be
linked with an overall Medicaid effort to identify hospitalized,
high-cost patients who may be more appropriately cared for in
community-based settings or even at home, again at lower cost.

Mr. Chairman, your committee’s leadership in attempting to
reform the delivery and financing of long-term care has put the
issue squarely in the public spotlight. Since Congress has recently
moved to support catasfrophic coverage under Medicare, I am
hopeful it would also move forward with your bill.

If our experience in Massachusetts with ET and Elderly Choices
is any indication, taxpayers will support a plan which can finance
itself such as you have proposed, not just from premiums and co-
payments and other direct revenue measures, but by creating in-
centives and resources for the growing elderly population to
remain in their homes longer and avoid costly nursing home place-
ments.

I believe that better cared for elders and savings like these are
critically needed and will be warmly welcomed by the American
public. Thank you.

[The prepared statement of Mr. Atkins appears in the appendix.]

Senator MitcHELL. Thank you very much, Mr. Atkins. Mr.
Dobson. —
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STATEMENT OF ROBERT H. DOBSON, CHAIRMAN, COMMITTEE ON
HEALTH, AMERICAN ACADEMY OF ACTUARIES, WASHINGTON, DC

Mr. DossoN. Good morning.

Senator MrtcHELL. Good morning.

Mr. DoBsoN. I am a consulting actuary employed by Towers
Perrin in Jacksonville, FL, but I am speaking here today on behalf
?f ;:lhe American Academy of Actuaries whose committee on health

chair.

We are pleased to have the opportunity to participate in these
discussions concerning the additional possible public financing of
long-term care.

As citizens, we are concerned about the staggering cost and
uneven burden of long-term care. We applaud this bill as a begin-
ning of a discussion on this topic.

Since our written comments will be made a part of the record, I
am going to limit my oral testimony to only one point taken from
the written testimony, and that is this. Health insurance programs,
whether they are private or public, affect overall expenditures by
their very existence. This is the basic insurance principle that actu-
aries deal with every day. Medicare is perhaps the best case in
point. Of course, this makes cost estimates very difficult, but that
is the essence of actuarial science and that is our business.

I think most people recognize the cost will increase for long-term
care over time as the proportion of the elderly increase because of
advancing medical technology that will allow the elderly to live
longer and as the cost inflates. However, what we are really saying
is more than that. We are saying by the very existence of an insur-
ance program demands will increase from a couple of factors. One,
families will do less perhaps; second, fewer people will do without
services that they may need now but cannot afford once public fi-
nancing is available. At the same time, the supply.will increase as
the health care industry responds to the additional financing avail-
able and devotes more resources towards providing long-term care
services. -

I am not suggesting that any of that is bad or that anything
about this bill would create those effects any more than any other
public or private financing of long-term care. All we are really sug-
gesting is that costs will inevitably increase because of additional
financing, and we hope the policy makers will keep this in mind as
they proceed in the discussion.

We certainly would welcome the opportunity to respond to any
questions or to continue to be part of the discussion as you proceed.
Thank you.

Senator MircHELL. Thank you very much, Mr. Dobson. Mr.
Curtis, welcome. We look forward to hear from you as well.

[The prepared statement of Mr. Dobson appears in the appendix.]

STATEMENT OF RICHARD E. CURTIS, PRESIDENT, THE CENTER
FOR HEALTH POLICY DEVELOPMENT, AND EXECUTIVE DIREC-
TOR, NATIONAL ACADEMY FOR STATE HEALTH POLICY, WASH-
INGTON, DC

Mr. CurTis. Thank you, Mr. Chairman.
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In my prepared remarks I focus lergely on the potential of State
developed case management systems like that alluded to in Massa-
chusetts for long-term care insurance. What can insurers learn
from this sad experience; which of those systems might be applica-
ble. You might also want to consider the application of such sys- -
tems and concepts to the public financing sections of your bill.

As you know, a long-term care insurance market is developing
now, but elderly persons do nct just want to protect themselves
from the cost of extended nursing home stays. They have consist-
ently expressed a strong preference to remain in their own homes
if at all possible. Of course, the structure of your bill reflects that
preference.

The major question that has been facing insurers, just as the
major question that faces you, is how to meet that demand for
home-based care in a way that is affordable. Many States over the
last decade have wrestled with essentially that issue, and they
have designed alternative home- and community-based systems to
maintain low income elderly persons in need of long-term care in
their own homes. In virtually every instance where a State has suc-
cessfully implemented such an affordable statewide system, case
management has been a critical element. It is used to assess cli-
ent’s needs for care under State guidelines, identify and coordinate
the multiple services often needed by frail elderly persons, author-
ize the amount and type of services that will be covered under an
individual plan of care. And this is probably the most important
point. It allows the States to make available a broad array of alter-
native services that can be used to best meet an individual’s specif-
ic needs and express preferences while controlling the total cost of
care.

It was sensible to ask how private insurers might benefit from
that State experience, and, in fact, in the State of Washington, the
Blue Cross plan has basically bought into the case management
structure that was developed under the State’s financing system.

Now my testimony briefly alludes to that experience and then
further describes the results of a symposium of leading experts
from the insurance industry, States and the research community,
as they discuss the potential application of those systems.

I think one point that is particularly interesting was the concern
over data. There is little or no long-term home care coverage data
that would be applicable either to estimating the cost of your pro-
gram or private insurance coverage just because there have been
no such coverage other than a means tested programs like Medic-
aid. A number of people at that symposium thought it made sense
to move forward with a demonstration project now to cover imme-
diately 80 year old and above people and very high risk individuals
who we have a better notion of what happens in a social insurance
or private insurance context. We just do not know that now..

If you don’t mind, I would like to vary a bit from my written tes-
timony and amplify somewhat on a point that Dr. Rivlin and Dr.
Wiener alluded to and amplify a bit in their own testimony, and
that if you are going to rely on Medicaid in the first couple of years
of coverage you are going to need to revise the program somewhat.

Now as you know, it is a very strictly means tested program. It
requires people to largely impoverish themselves with the excep-

‘
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tion now of a spouse at home, which you have largely fixed, and
with respect to the household. The point here is that we have ex-
plicit policies which require people to basically do away with all
the resources that they have saved over a lifetime to become eligi-
ble in terms of official policy, but on the other hand, we also allow
them to divest as many resources as they want 2 years before be-
coming eligible. And while there are no numbers available on that,
estate planners and attorneys routinely advise people to do that,
and in some of the States, particularly Northeastern States, they .
think that there is a very large problem there.

That could be fixed. You could reinvest some of your savings
from Medicaid that results from the second year out and somewhat
loosening the severity of these financial eligibility criteria, and at
the same time make it more equitable by tightening some of these
loopholes. And in addition, you would be helping with respect to
development of a private long-term care insurance marketplace be-
cause insurers have consistently pointed to that divestiture loop-
hole as the major Medicaid-induced impediments to development of
a private long-term care insurance market.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Curtis appears in the appendix.]

Senator MitcHELL. Thank you very much, Mr. Curtis.

Before we proceed to questioning to questioning, I would like to
ask Senator Chafee if he cares to make an opening statement. I am
pleased that he has been able to join us.

Senator CHAFEE. Well thank you very much, Mr. Chairman. I
will just submit it for the record.

Senator MitcHELL. All right.

Senator CHAFEE. And I want to thank you for holding these hear-
ings, the second one.

Senator MrtcHELL. Thank you. Then we will begin questioning
and proceed in the order in which Senators appeared, and it will be
limited to 5 minutes per round. We will continue as long as there
.are questions.

Mr. Curtis, I begin not with a question but with a request with
respect to your last point on improving Medicaid should such a pro-
posal as this legislation be adopted. Would you provide the commit-
tee with a specific written suggestion explaining in detail what you
said and carrying it further?

Mr. Curris. I can amplify on the problem and suggest some alter-
native policies as a result of it, yes, sir.

Senator MiTcHELL. Yes. I wish you would do that.

Mr. Dobson, similarly, you warned against the likelihood of cost
increases, something which we are all concerned about, and sug-
gested that persons now needing but not receiving care will receive
that care and that families may do less. Those are, I think,
common sense suggestions. They are something we all feel intu-
itively. Are you able to, and if so, will you provide us in writing
with some specific estimation of that, some quantification if you
can do so?

Mr. DossonN. I am not sure we can do so on that specific point,
but we could certainly use Medicare as an example of how cost in-
crtfa_lased beyond just increasing the number of the beneficiaries and
inflation.
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Senator MiTcHELL. All right.

Mr. DossoN. I would be happy to put that together.

Senator MrrcHELL. Thank you. If you would do that in writing.

[The information appears in the appendix.]

Senator MiTcHELL. Now to Dr. Wiener. In your written testimony
you and Dr. Rivlin suggest that one method of decreasing the ex-
clusionary period from 2 years to 1 year would be to increase the
copayment level for those who receive benefits after the exclusion-
ary period is over. Are you able to now, and if not, will you provide
in writing some estimate of how much the copayment level would
have to increase to offset the increased cost resulting from a de-
crease in the exclusionary period?

Dr. WiENER. I am not able to give an estimate at this time, but I
would be happy to provide one.

Senator MitcHELL. All right. We appreciate that.

Second, Dr. Wiener, you mentioned that changes in the tax code
should be made so that employers find it more advantageous to
help pay for long-term care insurance. Besides those changes al-
ready included in the bill, would you provide us with any addition-
al recommendations that you may have to advance that objective?

Dr. WiENER. As I understand it, the bill primarily makes changes
designed to clarify the tax treatme:'t of reserves. What we had in
mind was more changing of the tax code so that employers could
not only contribute to private long-term care insurance but that
the build-up of reserves would then not be taxable as well. I think
"~ we need to put both acute care retiree health benefits and long-
term care retiree health benefits on a prefunded basis, and right
now employers face substantial costs if they do that. Some of the
restrictions put in place by the Deficit Reduction Act make it diffi-
cult to move in that direction.

Senator MitcHELL. And would you suggest if we adopt the con-
cept in the bill that that be permitted for benefits which are in-
tended to fill the gap created by the exclusionary period?

Dr. WIENER. I think that would be a good idea. I think the OPM
plan I think could easily be changed to a kind of 2-year deductible
period and would fit in nicely with your bill.

Senator MiTcHELL. Now you also mention in your testimony that
subsidizing the purchase of insurance by lower and moderate
income elderly may be a strategy that could make insurance more
available for these people. Would you provide us some writing with
some specifics in that, in what form, in what amount, how many
people would benefit from different levels of subsidies, so that we
can then measure it in a more specific way?

Dr. WiENER. I would be glad to do that.
hSenator MircHELL. If you would I would very much appreciate
that.

Mr. Atkins, I have got a bunch of questions for you, and since 1
see my 5 minutes is almost up I will defer to my colleagues and
then get to you on my next round.

Mr. Atkins. Certainly.

Senator MITCHELL. Senator Packwood.

Senator Packwoob. Dr. Wiener, 1 was also intrigued with your
idea of subsidizing insurance. Are you familiar with President
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Nixon’s comprehensive health insurance plan of almost a genera-
tion ago?

Dr. WiENER. I am afraid I am not.

Senator Packwoob. It was basically the Senator Kennedy man-
dated plan 10 times over. It mandated employers to provide health
insurance. It was not long-term care. It suggested getting rid of
Medicaid, privately insuring it, and the Government would pay the
premiums on a sliding scale based upon need, which sounds to me
sort of what you are talking about in terms of subsidized premi-
ums.

Dr. WiENER. That sounds like it would be somewhat similar.

Senator Packwoop. When you did your investigation, did you
find any reason why private insurance has been so long in getting
into this field? They have very rapidly over the last 30 years come
into the general health insurance field, but why not this field?

Dr. WIENER. I think there are several reasons. First of all, the
elderly have historically been disproportionately poor; thus, those
kinds of financing mecﬁanisms that required a substantial out of
pocket cost basically were beyond the financial reach of most elder-
ly. Clearly, the financial position of the elderly has improved sub-
stantially in the last 20 years, so it is now plausible to be talking
about them making significant financial contributions towards in-
surance products.

Second—and we are still basically in this problem—insurers
have been concerned about moral hazard, a possible increase
in—

Senator Packwoob. Concerned about what?

Dr. WIENER. Moral hazard.

Senator PAckwoob. Moral?

Dr. WieNer. What in the insurance jargon is called “moral
hazard”. Basically, as was indicated when people have insurance,
when they have to pay less for a product, they tend to buy more of
it. It is a traditional conventional economic theory. But we do not
have much experience as to how much that increase would be.
Much long-term care is provided by the families. Even among the
most severely disabled, probably half of them are not in nursing
homes, so the potential for increase is substantial.

There is also the potential of adverse selection. And then, finally,
I think one point that probably has not gotten enough attention,
and if we are going to move in the direction of employer-based
products, it needs to be really considered, and that is if you buy a
product when you are age 40, you will probably not likely to use
the benefits until you are 85. That is 45 years down the road. A lot
of water goes under the bridge in 45 years. And the potential for
changes in mortality rates, disability rates, use rates, cost of the
services, are all enormous, and there is a considerable amount of
risk. And the problem that the insurers face is that at age 85 that
policy that they sold to that 40 year old, that is basically set, and
they are not going to be able to go back and change those premi-
ums to take into account whatever problems they had in setting
those premiums originally.

Senator Packwoob. Out of curiosity, how does that differ from a
normal annuity policy when you don’t know how long people are
going to live 45 years from now?
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Dr. WieNeEr. Well I think the problem is basically the same
except that you have it compounded by a variety of other things.
With an annuity, your basic question is: How long are you going to
live? But with long-term care it is how long are you going to live.
Disability rates, use rates, the cost of services, all of those things
are vastly compounded.

Senator Packwoob. In your study, if I understand it correctly,
you have estimated that private insurance would cover no more
than 45 percent of thé elderly and pay no more than 12 percent of
the nursing home cost. How did you conclude that?

Dr. WieNeEr. Well we built a complicated computer simulation
model and made some fairly generous assumptions about how
much people would be willing to pay for private insurance, and
then looked at the policies and figured out through the computer
simulation what proportion of nursing home expenditures they
would pay for.

Basically, you have many more people having insurance than
you have a proportion nursing home cost paid for two reasons. One,
the policies typically have substantial restrictions which limits the
degree of financial protection they offer, in particular, prior hospi-
talization requirements, and policies that are not fully indexed for
inflation. And, second, one of the problems we face with long-term
care is that there is just a very, very long lead time. The people
who are 65 now are going to be with us for the next 20 to 30 years.
So it is going to take a long time for that insurance to filter up to
the age group most likely to need long-term care.

Senator Packwoop. When you did your study did you consider
the possibility of mandating employer coverage of long-term care?
And if not, why not?

Dr. WIENER. I can’t say we gave it a whole lot of consideration.
We tried to look at a wide range of options. I guess I have three or
so thoughts about it. One is an employer mandated benefit. Basical-
ly, the relatively regressive way of financing the benefit, because
everybody would essentially have to pay the same price for the
same benefit. One of the things we do in both Social Security and
in Medicare is that we actually do a fair amount of income redistri-
bution. It is hard to do that in the private sector.

The second is, again there is a very long lead time. People who,
mandating private coverage for a 35 year old may solve his prob-
lem, but for the person who is 50 or 60, the costs would still be very
substantial for a fully private program.

Senator Packwoob. Thank you, Mr. Chairman.

Senator MITCHELL. Senator Heinz.

Senator Heinz. Mr. Chairman, thank you.

What I would like to do is ask each one of you in turn to rela-
tively briefly answer the following question, which is, if there was
one change that you would like to make, only one change in Sena-
tor Mitchell’s bill, S. 2305, what would that change be? Now that is
the easy part. Here is the hard part of the question. And either
how would you pay for that change and/or who should pay for it
and why? Mr. Atkins.

Mr. Atkins. I had hged I wasgoing to get to go last again.

In my testimony, nator, I have stated for the record four
points that I would refer you to on pages 9 and 10 that the Nation-
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al Council of State Human Service Administrators would ask you
to look at in terms of the changes, we would like to see in the bill.
So I would like to address and answer more to the question of who
would pay for this, because, to me, that is the critical issue.

Senator Heinz. All right. Go ahead.

Mr. Atkins. As I have tried to describe——

Senator HEInz. I have only got 5 minutes and that means that
everybody has only got 25 seconds.

Mr. Atkins. I will be very brief.

As I tried to describe in my statement, we are quite concerned as
the people responsible for trying to serve not just the elderly and
disabled through the Medicaid program but in a much larger
number, poor women and children across this country, that we
have the dollars to provide the latter group the health care serv-
ices that they need. So we are quite encouraged by the efforts that
we see in this bill to try and get some of the financing of long-term
care services which we totally agree are much needed.

Senator HEINz. Who should pay for the improvements you favor?

M.. Atkins. I believe more and more of the people who are using
those services ought to pay for their care.

Senator HEINz. So it should be the elderly age 65 and over?

Mr. Atkins. No. I believe, as I think Josh Wiener has talked
about, if we start at a much earlier age with all of us understand-
ing that we are going to have to pay into some system where there
is long-term care insurance or some other means of funding
through Medicare, that all Americans ought to be paying for the
long-term care, not just the elderly. )

Senator HEINz. Is that through general revenues or some other
means?

Mr. Atkins. I think it is through a spectrum of means, including
the sale of long-term care insurance, the purchase of community
care retirement centers and general revenue.

Senator HEiNz. Thank you.

Dr. Rivlin.

Dr. RivuiN. I think if I had to choose one I would liberalize the
Medicaid, existing Medicaid somewhat to make it less onerous. And
I think you could pay for that out of what Senator Mitchell’s bill
would save in Medicaid expenses. I just don’t know the exact offset,
but it is going to save a substantial amount to Medicaid anyway.
And one thing is to figure that out how to use that, and I think the
best use is making Medicaid a little less awful.

Senator Heinz. Dr. Wiener.

Dr. WiENER. I would agree that we should liberalize Medicaid if I
were to try to pay for it by further raising the estate tax beyond
what Senator Mitchell had proposed. -

Dr. RivLIN. I would not disagree with that.

Senator HeiNz. Mr. Curtis?

Mr. Currtis. Well I already mentioned that one so I guess I need
one more. I get one more. I would substantially expand the range
of non-medical home care services covered under the bill, and I
would pay for it by doing it through a case management structure
in those States that happen to have an extensive system in place.
And there are a number. I would use those systems. And it has
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been demonstrated through those systems that it is quite afford-
able if there is a case management structure.

Senator Heinz. If they happen to have a cost effective case man-
agement system.

Mr. Currtis. Right.

Senator Heinz. Which is not the case in some instances as well.

Mr. Curtis. That is true. But we know enough to replicate in
many other parts of the country.

Senator HEiNz. Mr. Dobson.

Mr. DossoN. I don’t believe we would suggest any specific
changes. Our concern is that the overall cost will be larger than
what is currently estimated, and that that will be too great of a
burden on the elderly; therefore, it will have to fall on the working
population in one form or another and that it should be weighed in
with other national priorities.

Senator HeINz. Now, Doctor, then you did suggest reducing the
elimination period from 2 years to 1 year, as I recollect: Did you
not? You and Dr. Wiener.

Dr. RivLIN. Yes.

Senator Heinz. If we were to do that, how would you pay for it?

Dr. RivLIN. Well we suggest one way in our testimony, which is
to raise the copayment for the longer period.

Senator HEINZ. I wasn’t quite clear on which period you were
thinking of. Is that the period, between the end of year 1 and 2?
What period is that?

Dr. WiENER. Basically, we were thinking of people with very long
stays by 5 or 6 years. The copayment level currently on the bill is
30 percent. Maybe you could set that somewhat higher, recapture
some of those costs.

Se};ator Heinz. Starting when, at the second year, the third
year?

Dr. WieNEr. We would have to——

Senator HEINz. Somewhere in there.

Dr. WiENER. Somewhere towards the very back end.

Senator HEinz. All right.

My reaction to that is that you may end up with a situation
where you are raising the copayment on people who do not have
any resources with which to copay. And you may quickly find that
they are on Medicaid, and that wiat was a savings becomes a cost.

Dr. WIENER. That is a potential.

Senator Heinz. Mr. Chairman, thank you.

Senator MITCHELL. Senator Heinz, thank you. Senator Chafee.

Senator CHAFEE. Thank you, Mr. Chairman.

I would just like to make a statement, and that is that I feel very
strongly that when we are looking at long-term care we have got to
think of those who are under 65, that we should not solely restrict
this to those who are on Medicare. And that is why I am attracted
by what Mr. Atkins said and some of the other also.

People who have chronic illnesses and require this care are not
all over 65. Some of them are children. Some of them, of course,
have tremendous expenses with no private health insurance. And
so the personal savings to the families are just completely ab-
sorbed. go I think it is important for the committee and everybody
else to bear that group in mind. -
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And one of the things that worries me is that if we do not in-
clude that group, then the sources of potentiai funding are going to
be consumed, so there is nothing left for the children. And that
would be very unfortunate in our society.

Dr. Rivlin, in your studies you solely dealt with those who are
elderly, didn’t you?

Dr. RivLIN. Yes, we did. But that is not a judgment that there
aren’t a lot of people with very great need who are under 65.

Senator CHAFEE. And, Mr. Atkins, your testimony shows that
concern, recognition likewise.

Mr. Atkins. Yes. We find there are a large number of middle
class elderly in Massachusetts who are going on Medicaid and be-
coming impoverished in order to do so, so that we will pay for their
nursing home care, whereas, if we offered them some other alter-
natives, especially earlier on, perhaps purchasing long-term care
insurance or other means to provide for long-term care services, we
woudld in fact free up the money to take care of some of these other
nexds.

As you know, Governor Dukakis signed into law just 2 months
ago a bill in Massachusetts that would provide universal health in-
surance to all of our citizens, especially the disabled group who, as
you say, are often children who are now not covered by insurance
because of preexisting conditions and other restrictions. And we
are trying to free up the money, at least in Massachusetts, to pro-
vide them care.

And I think you are absolutely right, Senator, it is terribly im-
portant.

Senator CHAFEE. And the other factor I think we have always got
to bear in mind is that we shouldn’t always be looking toward
nursing homes. We want to keep_these people out of institutions,
out of nursing homes. Keep them at home and direct as much of

ble.

Thank you, Mr. Chairman and thank the panel.

Senator MitcHELL. Mr. Atkins, one of the most difficult questions
with which we must deal in this legislation is Senator Heinz’ ques-
tion, one alternative. This is obviously of importance to you, as you
suggest in your statement that there is a competition for resources.
I wonder if you might, given your national reputation in this field,
personally, and you are speaking for a large association, might not
devote some more time to that, and give us the best effort that you
can make in that regard, in both areas, what you think might
result in savings and how you best think we can Fondle them.
What do you think we should do with them?

Mr. Atkins. Thank you very much, Mr. Chairman, for those kind
remarks.

Let me try and answer it as you have suggested as the Chair of
the Health Care Committee of the National Council of State
Human Service Administrators, but perhaps replace it with statis-
tics from Massachusetts.

Senator MitcHELL. But what I want is not just your oral response
now. I would like a somewhat more detailed written response later
when you have had a chance to think about it.

Mr. Atkins. I would be delighted to follow up.

the funding foi the encouragement toward that direction as possi-

ok
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Senator MiTcHELL. And, Mr. Curtis, I would like to have you do
the same thing. Go ahead, Mr. Atkins.

[The information appears in the appendix.]

Mr. Atkins. I would very much appreciate that.

Nationally, we believe that if we can by working with some of
the ideas you have presented in your bill and you have heard here
this morning be able to implement some alternatives for the way
we currently finance and deliver long-term care services, that if we
can cost avoid, if you will, even 5 percent of that $40 billion a year
that we are now spending, that is going to free up obviously a sub-
sﬁantial amount of money that we could be devoting to other
things.

From the parochial point of view, if you will, of the American
Public Welfare Association, we would, in speaking on their behalf,
propose that that money be spent on some of the populations that
we have been discussing who very much need to get additional
services. We are obviously quite pleased, and I did want to take the
minute just to thank the members who are here for the vote last
night of 93 to 3 of passing that welfare reform legislation, where
my fellow welfare commissioners and I are obviously quite excited
about that. That will take more resources as we well know. So that
would be the first area I would suggest to you that savings that
might result from the Medicaid program in addition to paying for
some of our other health care needs as we have been discussing,
such as the disabled, to use to help those poor women and children
get off welfare. We think that is fundamentally important.

Senator MitcHELL. Thank you very much. Thank you all, gentle-
men, and Dr. Rivlin. We appreciate very much your testimony.

Senator PAckwoob. Could I ask Dr. Atkins just one question?

Senator MrtcHELL. I am sorry, Senator Packwood.

Senator Packwoob. Mr. Atkins, should we—I'll go back to the
Nixon plan in 1971—abolish the Medicaid program, fund it through
private insurance. The Government pays the premiums on a needs
basis. Assuming here you are not going to put any further burden
on the poor than you are putting them on now. You are shifting
the method of management administration of it. Is that a wise di-
rection or not?

Mr. Atkins. I think it is a very wise concept to keep in mind, to
keep the pressure on government to make sure we are running the
Medicaid program as efficiently as we can. I was very much taken
by your opening remarks about how sometimes government cannot
do things very well, including fighting wars. And as a manager of
complicated human service programs, I worry about the same prob-
lem. And we have actually looked quite closely over the past 5
years that I have been Commissioner of Public Welfare in Massa-
chusetts of the alternative of privatizing, if you will, following the
lead of the Federal Government of some of our services like the
Medicaid program. And we have actually explored with some insur-
ance companies the notion of perhaps offering as an alternative to
a Medicaid card some private health insurance.

I have been convinced by looking at it very carefullg over the
past 5 years that in fact government can do a better job than the
private sector can do of managing health care costs. We have built
in a lot of utilization review and cost controls into the Medicaid
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program in Massachusetts. There are clearly certain areas that the
private sector can do better in this field of health care than govern-
ment can. But I do think it demonstrates an area where, if we put
our talents to work, we can in fact manage those resources in the
health care field even better than the private sector can do. But it
is a very important concept, again, I would say to keep in mind be-
cause it will ke2ep the pressure on government to make sure that
we are running those services efficiently.

Senator Packwoob. Thank you. Thank you, Mr. Chairman.

Senator MitcHELL. Now, gentlemen, and Dr. Rivlin, there may be
additional questions submitted in writing by members who are
here and members who could not make it this morning. If you re-
ceive them, I would appreciate your responding in writing at your
earliest convenience.

Thank you all very much. We are very grateful to you and we
look forward to working with you.

The next panel includes Mr. Bernard Tresnowski, President,
Blue Cross Blue Shield Association; Mr. Bruce Boyd, Vice Presi-
dent, Teachers Insurance and Annuity Association/College Retire-
ment Equities Fund; Miss Gail Shearer, Manager, Policy Analysis,
Consumers Union, and Mr. Daniel P. Bourque, Senior Vice Presi-
dent, Voluntary Hospitals of America, testifying on behalf of the
U.S. Chamber of Commerce. .

Good morning, Miss Shearer, and gentlemen. You all have testi-
fied here before and, therefore, are familiar with the committee’s
rules. We welcome you, look forward to your testimony, and we
will begin with Mr. Tresnowski.

STATEMENT OF BERNARD R. TRESNOWSKI, PRESIDENT, BLUE
CROGJS BLUE SHIELD ASSOCIATION, WASHINGTON, DC

Mr. TresNowskI. Thank you very much, Mr. Chairman. I noticed
particularly Senator Packwood’s sense of nostalgia this morning. I
too had a sense of nostalgia when I walked into this room. I recall
sitting here at this table in 1972 when the Senate Finance Commit-
tee held an oversight hearing on the Medicare program. I was on a
panel sitting next to Sister Irene Kraus, who was then chairman of
the American Hospital Association. And she admonished Senator
Long for the Government’s inability to address the subject of long-
term care. It is now 16 years later and here I sit. And I want to say
that I think that the recent debate on catastrophic coverage under
Medicare highlighted the subject, and I want to congratulate you,
Mr..Chairman, and the committee for focusing on this subject.

I think the primary difference today over what has happened
over the past 16 years is the concept that is embodied in your bill,
and that is what kind of a viable public/private sector relationship
can be developed to address this significant question?

The subject in the Blue Cross Blue Shield organization is one of
very serious interest for us. We have now got 12 of our member
plans who are in the marketplace with long-term care products and
two more will be out there very shortly. The range of benefits cov-
ered and the role that we at the Association have taken on are
enumerated in my written statement.
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In preparing for initiatives in this area, we did an extensive
amount of market research and actuarial analysis, and what that
told us was that the Government had a role to play in order to sup-
port the private insurance industry, We have laid that out in our
testimony in some detail, but let me just summarize.

We felt it important that the Government clarify that long-term
care insurance products be taxed on the sarie basis as non-cancela-
ble accident and health insurance. And I realize that that is a pro-
vision in S. 2305 and we support that. Also that the continued reg-
ulatory flexibility at all levels of Government be characteristic of
the way we proceed here. I don’t want to be misinterpreted on that
point because we do not disregard consumer protection. In fact, the
Blue Cross Blue Shield Association is very concerned that consum-
ers receive good protection. For this reason, we have recommended

-that insurers would have to meet certain requirements based on

the NAIC model act and regulation in order to qualify for favor-
able tax treatment.

We also think the Government has a very significant role to play
in clarifying for individuals the nature, extent and risks of signifi-
cant long-term care expense. The catastrophic bill provided that
there be an educational program. We think that is an extremely
important matter. The public just does not understand what is and
what is not available.

And, finally, we believe that the Federal Government should con-
tinue to encourage the collection and availability of cost and utili-
zation data on long-term care services. Now that is one of the
major deficits for anybody, whether it be the private sector or the
Government in taking an initiative in this area.

Whereas, we believe that the private sector can increase signifi-
cantly the number of people protected under the cost of long-term
care, there are certain segments of the population that the private
sector will not be able to get to. Individuals already 85 years old—
and that segment of the population, as we indicated in our testimo-
ny, will triple—people already suffering from chronic illness, as
Senator Chafee indicated in his comments; and the low income,
generally. These are segments of the population that probably will
not be able to qualify for private insurance coverage.

Specifically with respect to S. 2305, as I indicated, we strongly
support the section of the bill related to clarification of the tax
treatment of long-term care products. -

The essential issue before us in this debate is what should be the
nature of the public/private relationship, the partnership? And I
would pose it in the form of a question. Should there be a Federal
entitlement with time and dollar deductibles filled by the private
sector, such as you suggest. Or should the public and private sector
focus on population segments?

Part of the answer to that question is a very practical consider-
ation of linking private benefits with the Government entitlement
program when the Government entitlement program is unpredict-
able. It is all right now with a Medigap coverage with the Medicare
program, but when you are trying to set premiums 20 years ahead
of the event, the uncertainty about where the Government is going
to go—is it going to be 1 year, 2 years, 3 years—while eligibility
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requirements change, matching that over a 20-year level premium
is going to be a very difficult consideration.

In any case, we very much welcome the opportunity to engage in
this debate and to pursue an effective relationship. Thank you, Mr.
Chairman.

['I;llqe ]prepared statement of Mr. Tresnowski appears in the ap-
pendix.

Senator MrrcHELL. Thank you, Mr. Tresnowski. Mr. Boyd.

STATEMENT OF BRUCE L. BOYD, VICE PRESIDENT, TEACHERS IN-
SURANCE AND ANNUITY ASSOCIATION/COLLEGE RETIREMENT
EQUITIES FUND, TESTIFYING ON BEHALF OF THE HEALTH IN-
SURANCE ASSOCIATION OF AMERICA, NEW YORK, NY

Mr. Boyp. Good morning, Mr. Chairman and members of the sub-
committee. The HIAA is pleased by the interest in finding a solu-
tion to the problem of financing long-term care expressed by your
subcommittee and the recognition that the private sector can play
an important role. And we applaud the introduction of S. 2305. We
believe it will serve as a catalyst for further discussion and ulti-
mate consensus on appropriate public/private financing roles. And
we welcome the opportunity to speak with you today and we will
be pleased to work with you further as you proceed on this impor-
tant issue.

All here are aware of the problem. Our Nation is aging with the
fasted growing segment being age 85 and older. Since there has
been little planning for the cost of long-term care, virtually all is
being paid either out of pocket or by Medicaid. And not everyone
will need long-term care services. Many elderly will never enter a
nursing home, and of those who do, about half will stay for more
than 90 days.

So long-term care we believe is suited to insurance. It is difficult
to predict for any one person. It is relatively infrequent, but poten-
tially very expensive. The cost, when spread across a broad seg-
ment of the population, can be relatively small.

While there has been a small market for long-term care insur-
ance for sometime, because of the level of consumer awareness, the
lack of relevant data, and regulatory uncertainty, it has been a
slow growing market. But I have been amazed by the activity
during just the last few years.

More than 80 companies are now writing long-term care insur-
ance, and there are about six to eight available in each and every
State, with more than half a million people apparently insured.
And the products themselves are changing. Early products tended
to be limited, gencrally covering only nursing home care, and only
then after a hospital stay. But the new products offer nursing
home and home care often without a prior hospitalization, and
some of the newer products do provide protection against the infla-
tionary cost of care.

I think that this trend toward liberal benefits will continue.

The recent introduction of employer-sponsored plans offers the
potential to reach people during their working years when premi-
ums are more affcrdable. It also gives us the oppc *unity to include
dependence.
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The enrollment experience today shows an average age of around
40, which is strong evidence that younger people can and will pur-
chase long-term care protection. So we have a young and growing
but still small industry.

A few comments on the specifics of S. 2305. There is much in the
bill that we endorse. The enhancements to Medicaid; tax clarifica-
tions for long-term care insurance; and the coverage of benefits for
nursing home, home health and respite care, just to mention a few.
However, we do not favor a program which provides benefits based
on a specific time period, such as the 2 years contained in the bill
for nursing home benefits. We believe that tends to over assist indi-
viduals with sufficient resources to pay for their own care and it is
inad:&;uate for those who cannot pay for the full exclusionary
period.

Most of the insurance being sold today provides benefits for 4
years or longer.

We believe a time period tied to an individual’s own resources
would be preferable. But public/private partnerships need testing.
We do favor projects designed to test the optimum balance of
public/private financing before any national program is imple-
mented. We also believe a program should encourage prefunding
for care during one’s working years rather than relying on funds
available during retirement. And there is a need to clarify such
things as the coordination of benefit eligibility between public and
private programs and who will be responsible for case manage-
ment.

Let me close by saying that the HIAA believes that the flexibil-
ity of private insurance offers the preferred approach to prefunding
long-term care for the majority of Americans, providing maximum
choices and flexibility to informal care givers. But even if we
cannot come to immediate agreement on the optimum mix of
public and private financing, I would suggest we can agree on such
things as the approximate cost of care, both now and in the future,
need for consumer information education and protection; and the
importance of informal and community care.

Thank you very much.

[The prepared statement of Mr. Boyd appears in the appendix.]

Senator MiTcHELL. Thank you, Mr. Boyd.

A roll call vote is now underway in the Senate, and it will be
followed by another immediately thereafter. So we will have a
recess which should last approximately 10 to 15 minutes, and we
wilt resume with Miss Shearer. I will return as Soon as the second
vote gets underway. We will be in recess briefly.

[Whereupon, at 11:05 a.m., the hearing was recessed.]

AFTER EECESS (11:28 a.m.)

Senator PAckwoop. We will come back to order, please. Mr.
Boyd, do I understand we finished your opening statement?

Mr. Boyp. Yes, Senator.

Senator PAckwoobp. Then we will take Miss Shearer next.
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STATEMENT OF GAIL E. SHEARER, MANAGER, POLICY ANALYSIS,
CONSUMERS UNION, WASHINGTON, DC

Ms. SHEARER. Thank you, Senator Packwood.

Consumers Union appreciates the opportunity to present our
views on the Long-Term Care Assistance Act of 1988. We commend
Senator Mitchell for his leadership on this important issue.

My testimony today will focus on the role private insurance
would play under the Long-Term Care Assistance Act of 1988. The
key points are as follows: First, the private long-term care insur-
ance market is not presently meeting consumers’ needs and will
not do so in the future without substantial government interven-
tion.

Second, there are several very good policy options for improving
raarket performance to enable it to meet consumers’ needs.

A key premise of Senator Mitchell’s proposed bill is that private
insurance will be marketed and purchased more aggressively to
protect consumers against the uncovered costs of the first 2 years’
nursing home stays.

Consumers Union believes that if Congress chooses to allow the
private insurance system to be a major player in the solution to
the long-term care problem, then Congress must take unusually
strong steps to assure that the private market provides high value
products. Neither the unguided free market nor the current Na-
tional Association of Insurance Commissioners regulations will be
sufficient to improve the performance of this market.

In May 1988, Consumer Reports published an in-depth evaluation
of 53 private long-term care insurance policies. What we found was
disappointing. All 53 of the policies we looked at had at least one
major flaw. All of the policies were expensive. Some of the key
findings of the article are:

People with existing health problems are often denied coverages;
the policies are expensive, with premiums for a 65-year-old as
much as $100 a month; some policies cover only skilled and inter-
mediate care, and not custodial care—the potentially longest last-
ing kind of care—many others restrict the benefits for custodial
care; while 61 percent of the patients enter a nursing home with-
out being hospitalized, 72 percent of the policies examined required
prior hospitalization before any benefit could be provided; few poli-
cies had protection against inflation, which can seriously erode the
value of the policy over time. Only one company had built-in infla-
ti%n protection, and less than half offered an optional inflation
rider.

Another disconcerting fact about private long-term care insur-
ance is the amount of money that is diverted from the pool of
funds availabie for benefits to pay for the costs of marketing, ad-
ministration. and profits. Forty to 50 percent of premium dollars
are expected to go towards these costs.

Another disturbing conclusion one must draw from the Consumer
Reports article is that the variation in policy options is overwhelm-
ing to the average consumer, and denies the consumer the opportu-
nity o compare the merits of alternate policies in a rational and
effective way.
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For example, daily policy benefits range from $40 to $100, or
might be a percent of actual charge, or might vary by level of care.
Inflation protection varies. Type of facility included varies. Re-
quirements for prior hospitalization vary.

The degree of variation does not serve consumers well. Consum-
ers are precluded from comparing the prices of similar policies. Too
many things vary from one policy to another.

We recognize that budget constraints may force Congress to
enact a long-term care program that does not cover all of the long-
term care costs. In the interest of providing constructive sugges-
tions, I will outline three options for enabling Congress to signifi-
cantly improve consumers’ “bang for the long-ternt care buck”
without burdening the Federal budget beyond what is proposed in
Senator Mitchell’s bill.

The first option is a voluntary Medicare Part C. Under this
option, the Medicare-eligible could buy voluntarily long-term care
protection through the Medicare program in a way similar to Part
B. However, unlike Part B protection, 100 percent of the costs of
the program would be paid through the premium. There is no ques-
tion that the premium would be high, but should compare favor-
ably with private insurance premiums since the Medicare program
has a solid history of very low administrative costs.

In contrast to the relatively low-efficiency of the private market,
Medicare returns 97 percent of revenues collected in the form of
benefits.

Premiums could be scaled to income or partly ‘“flat” and partly
income-related.

The second option could also have relatively low administrative
costs, but could allow for a larger private sector role in implement-
ing the program. Under this approach, the Government could
design a standard long-term care policy, with three or four option
levels, and would allow private insurance companies to bid for the
right to market the policy on behalf of the Government. The com-
panies that would win the right to market the policy would be
those that could assure us that they would not divert substantial
funds away from the money available to pay benefits.

The third public policy option could provide an even greater role
for private insurance companies and is likely to significantly in-
crease the value consumers receive for their long-term care dollars.
This option involves standardization.

Under standardization, the Government would establish uniform
definitions fcr key policy terms and restrict the variations allowed
for other insurance policy provisions, such as length of waiting
period or inclusion of home care.

Policy standardization should be distinguished from minimum
standard types of regulation. With minimum standards, insurers
are free to offer benefits greater than the rminimum standard. This
approach has been tried in Massachusetts with Medicare supple-
ment insurance and the results are very =ncouraging. Thank you.
d_[’Iihe prepared statement of Ms. Shearer appears in the appen-

ix.

Senator MitcHELL. Thank you, Miss Shearer.

Before hearing from our last witness, I would like to acknowl-
edge the presence of Senator Baucus who has been very much in-



i

volved and has been interested in the area of health care for the
elder;ly. Senator, do you have a statement you wish to make at this
time?

Senator Baucus. I have no statement, Mr. Chairman, but I do
have a question.

Senator MitcHELL. Thank you. Then we will hear, finally, from
Mr. Bourque. Welcome.

S
STATEMENT OF DANIEL P. BOURQUE, SENIOR VICE PRESIDENT,
VOLUNTARY HOSPITALS OF AMERICA, TESTIFYING ON
BEHALF OF THE U.S. CHAMBER OF COMMERCE, WASHINGTON,
DC ’

Mr. BourQuUE. Thank you, Mr. Chairman and members of the
committee. ] am a senior vice president for Voluntary Hospitals of
America, but I am here today as a member of the U.S. Chamber of
Commerce Health Care Council, having served earlier as chairman
of the HSS Task Force on Long-Term Care Health Policies.

Mr. Chairman, the Chamber applauds you and commends you for
continuing the dialogue on long-term care in a sincere effort to find
a workable and affordable set of solutions. The need for Congress
to address the issue of long-term care I think is indisputable. The
realities of our demographics ensure that the problem is only going
to grow in the future.

Mr. Chairman, the business community recognizes the serious
nature of this issue and that employers have an important role to
play in its possible solution. Business, as has been mentioned earli-
er, has been the backbone of this Nation’s private health insurance
system and has been a focal point for many health and social
issues. But there are many competing interests vying for limited fi-
nancial resources, the problems of the uninsured, AIDS victims,
and other health care issues. Some must set some priorities and
sort through all the possible alternatives and finally devise a plan
that balances our needs with our resources, both from the public
and the private standpoint.

Among the many options which have surfaced thus far to ad-
dress long-term care financing, the promotion of private financing
vehicles, such as long-term care insurance are the most compatibie
with the Chamber’s views. The proliferation of long-term care
plans offered by insurance companies and their improved design is
a promising sign.

The recent introduction of employer-sponsored plans offers the
potential of extending the availability of this protection to millions
of Americans. Employer-based plans are an effective means of
making this type of coverage readily available, attractive and af-
fordable to large groups of individuals.

A survey by the Washington Business Group on health fcund
that more than half of the companies surveyed—and these are
large employers—bad investigated or were planning to investigate
the long-term care insurance market within the next 2 years, and
many were considering offering a long-term care benefit to their
employees and/or their retirees.

Such coverage undoubtedly becomes even more attractive if ap-
propriate tax incentives exist. Federal tax policy couid significantly
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enhance the growth and the breadth of the employer-sponsored
long-term care market.

Your proposal, Mr. Chairman, incorporates severzi important tax
changes that will go a long way toward clarifying the tax treat-
ment of private long-term care insurance. The Chamber supports
adoption of these tax changes.

Further options could also be considered. For example, employees
could be offered the option of directing a portion of their vested re-
tirement ben: .its, or pension benefits, or their IRA benefits, to the
purchase of long-term care insurance.

The Chamber does have reservations about a major new entitle-
ment program at this time. Long-term care is viewed as one facet
of a very complex health policy picture. The business community is
being faced with a number of concerns in this area—coping with
the COBRA changes of 1986, a consideration of mandated health
benefits on the general insurance side—and, therefore, has decided
to put together a task force to look at all of these issues at what
appropriate role the business community can play. And when those
considerations are finalized, I am sure they will be happy to bring
those forward to this committee. Thank you.

['Iihe prepared statement of Mr. Bourque appears in the appen-
dix.

Senator MiTcHELL. Thank you very much, Mr. Bourque. We ap-
preciate that.

Would you not only provide us with the results of the effort you
just described at the conclusion of your remarks but also if you
could, after further reflection and consideration, provide us in writ-
ing some recommendations on how we could encourage employers
to offer long-term care insurance and with two points of view? One,
I know you do not support the legislation which would establish an
exclusionary period with the Government program picking up the
costs thereafter. But I would ask you whether you could not in
good faith make suggestions as to how we could encourage employ-
ers to offer insurance to meet that gap if we do go with such a pro-
gram. And in the alternative, if there is no program, just to move
in that area generally, if you follow the gist.

Mr. BourqQuUE. Yes. I would be pleased to do that.

I would also like to mention that the National Chamber’s Foun-
dation, which is a private arm of the Foundation, did put together
a task force report 2 years ago on catastrophic and long-term care,
and have listed a number of alternatives in here, many of which
have been discussed already this morning.

I do want to respond in one way. I think that the efforts that can
be made by the Government and others to improve education in
this area—that is, the risk of long-term care to the population, and
available sources of financing, what the Government’'s program
cover and do not cover, better understanding of Medicaid—will go
a long way to improving the employer side, because, frankly, the
employers are likely to be more responsive to what their employ-
ees concerns are. And if those concerns are elevated by an aware-
ness of their long-term care risk, then in that bargaining process
you will see more pressure being brought to bear on the employers
to voluntarily offer this kind of coverage. So I think the educaticn



79

process is extremely important to furthering the availability of
these benefits.

Senator MitcHELL. Well thank you very much, Mr. Bourque. As
always, your testimony is very helpful, and we look forward to
working with you in this area.

Mr. Boyd, I believe that the most reliable predictor of future
human behavior is past human behavior. Given the record of pri-
vate insurance in this field—first, the notable lack of effort and
then the description of the policies that exist, given by Miss Shear-
er, and in a very comprehensive report that is far longer and more
detailed than the brief summary she gave here—what can you pro-
vide to us in the way of evidence to support the view that we
should do nothing in the way of a Government program, that is, a
public/private partnership? And that, in essence, as I take your
statement, we should adopt the tax changes in the bill, and then
leave it up to the private health insurance industry. And I would
ask you what can you offer us that would lead us to accept that
point of view?

Mr. Boyp. Well perhaps I can answer that in two ways. First of
all, using- a historical perspective, I would liken long-term care to
other insurance in their early periods, such as health insurance. I
think when health insurarce first came out it provided relatively
limited policies. We now have health insurance that covers millions
of Americans, largely through employers, and offering very com-
prehensive coverage.

As to doing nothing, the thrust of what I think we would like to
recommend is that there are States that are, doing experiments
right now. The Brookings Institution has finished phase 1 of a very
impressive study and are launching phase 2. I think we have a lot
yet to learn before we implement any broad scale national policy.

I think until we do that, we should concentrate on areas that we
all seem to agree on, and one is expanding Medicaid to do a better
job of helping the needy. Two is tax incentives to try to encourage
a young but developing insurance industry. -

Senator MitrcHELL. Well there is no doubt we need more informa-
tion. That is always true. But perhaps the most difficult aspect of
those of us who are involved in the establishment of public policy
is to determine when the evidence is sufficient to justify action,
and when the cost or risk of inaction is higher than the cost or risk
of action. We are obviously never going to get to the point where
every single fact is known, every single-question answerable. And
we look forward to working with you. We do have a different point
of view, but we certainly appreciate the contributions the industry
has made until now, that they will continue to make, and hope
that out of this all can come a cooperative effort to deal with what
I think we all agree is a serious problem that must be addressed.
So I thank you for your comments. Senator Packwood.

Senator PAckwoop. Bernard, I was intrigued with something you
said. That the employers know the needs of their employees on a
uniform plan more trlan perhaps the Federal Government does. I
experienced that also when I was bargaining. It wasn’t just the em-
ployers, it was the unions. It would depend upon the demographics
of the union, and whether it was princif)ally male or grincipally
female. But in 1958, 1959, 1960 and 1961, if you were bargaining
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with the food clerks, as food and commercial workers are now
called, the retail clerks—in the food industry they are principally
female—and they were very interested in sick leave. It turned out
it really wasn’t sick leave for them so much as having a sick child
or a child that they could not place someplace during the morning,
or the baby sitter didn’t show up, and they needed to take half a
day off. And we called it “sick leave’’ in the contract, but it was to
accommodate a particular demography.

Also in bargaining at the very same time in the very same area
with the building trades, it was all male. They were not wild about
their wives working in the marketplace. They didn't care about
sick leave in the same sense. They weren’t going to take care of the
child. Their wife was supposed to take care of the child. And you
could see the difference in the contracts as to who needed what for
the circumstances. That is one of the reasons today that day care is
one of the biggest issues in the Nation, is because in many areas
we have not taken care of it.

And I want to quote a couple of your statements. “The Chamber
believes that to the extent possible the private sector market for
long-term care, like health coverage generally, should be encour-
aged because of the efficiencies of pooling risks and the internal
build up of accumulated reserves, insurance provides an efficient
means,” and whatnot. “Employer-sponsored markets is the most ef-
fective way to expand rapidly the availability of long-term care of-
fering this insurance through employment as an effective means.”
Why not just mandate it as we do social security, as we do workers
compensation, and say, you provide it. Here is the minimum level
of benefits you have to provide. If you and your employees want to
provide beyond that, that is your business. Why not do it like we do

#workers compensation, and the Federal Government won’t be in-
volved in it at all other than the minimum level of benefits? And
give you the tax incentives to do it. I am not talking about just
man‘)dating it and no offsets on the cost, but why not do it that
way?

Mr. TrResNowsKIL. Well I think the business community is trying
to come to grips with the mandated aspects of general health insur-
ance.

Senator Packwoop. Well they have come to grips with it. They
are opposed to it. (Laughter)

Mr. TrEsNowsKI. That is correct, Senator. (Laughter)

What they are trying to do is to propose a series of alternatives,
one of which includes trying to shape up existing public programs,
like Medicaid, liberalizing the Medicaid program to take care of
those who are the least fortunate.

Mandated benefits are a difficult issue for the business communi-
ty because it is hard to draw the line. You know, which benefits
ought to be mandated, which ones should not. Should we start with
the uninsured?

Senator PAckwoob. Let me ask you right now, you are familiar
with the theory that employee fringe benefits are really paid for by
the employer anyway. They would otherwise pay them the wages,
and if they don’t pay them that much in wages, I mean pay fringe
benefits, they pay that much less in wages.
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In my experience in bargaining, that was actually true. When I
was sent in by the employers, they would say—you know, again, it
was 30 years ago—the most we can pay is $4.80 an hour. That is all
we are going to pay. You can divide that up in fringes as you want.
You agree with the theory?

Mr. TresnowsKl. And I think that, you know, we have seen the
proliferation of the benefit on the general insurance side. And I
think that we are now to the point we are having covered so many
people on a voluntary basis with the proper incentives.

Senator Packwoob. Well if you agree with the theory, here is
what I am thinking. In that case, employers are now paying $59
billion a year for Medicare, 1.45 percent on the employee, 1.45 per-
cent on the employer. But if you assume that the employer pays it
all, $59 billion, Mr. Tresnowski, what could you do with $59 billion?

Mr. TREsNOWSKI. When was that?

Senator PAckwoob. Pardon.

Mr. TresNnowskI. Which $59 billion was that?

Senator PAckwoob. That we now pay for Medicare. If instead of
running it through the Government we had mandated minimum
benefits and said to the employer you pay Blue Cross $59 billion a
year, could you match what we are doing in Medicare now?

Mr. TresNowskI. That is a tough question to answer. It would
depend on whether we could do the kinds of things that Medicare
h}?s done in terms of provider payment policies and those sorts of
things.

Senator PAckwoon. You mean whether or not we kept hands off
your cost containment policies.

Mr. TrResnowsKI. That is right. ‘

Senator PaAckwoob. Given that, do you think you could do it?

Mr. TRESNOWSKI. A categorical answer on that, I don’t know. I
really don’t.

Senator PAckwoobn. Now let me ask Miss Shearer. Your 97 per-
cent pay out on Medicare, what is your source of that? I have not
seen a figure that high before.

Ms. SHEARER. It is the Medicare/Medicaid fact books that comes
out every now and then and I can provide you the exact cite.

Senator Packwoob. I would like it. On Social Security I have
seen that figure, on the pension benefit. But that is because there
is no discretion in the Government, as how old were you? How long
did you work? How much did you make? Here’s your check. And
we computed every year and that’s it. But I have never seen that
high a percentage on Medicare.

Ms. SHEARER. Yes. ] forget the exact name, but it is a Medicare/
Medicaid fact book put out by the Department of Health and
Human Services.

Senator PaAckwoob. If you could get me the cite I would appreci-
ate it. '

Ms. SHEARER. I certainly will do that.

[The information appears in the appendix.]

Senator PAckwoop. Now your statement as to 40 to 50 percent
cost on insurance for long-term care, in your studies, has Consum-
ers Union found roughly the same type of percentage on general
health insurance policies?
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Ms. SHEARER. I am not aware of any studies that we have done
that address that question. But I am familiar with the Medicare
supplement insurance market, which now has average loss ratios of
60 percent for commercial Medigap policies. The variation is very
great and some loss ratios are much lower.

Senator PAckwoob. Can I assume that if it isn't 50 or 60 percent,
you would presume that there is some fair percentage of marketing
administrative cost in apparently private policies that you think do
not adhere in public policies?

Ms. SHEARER. Absolutely. And this is an issue with which this
committee should be concerned. It is a major difference between
the way the public sector and the private sector--—

Senator PAckwoop. Well in that case—and then I will conclude
with this on this round, Mr. Chairman—if that indeed is a fact,
why shouldn’t we opt for eliminating all private insurance and na-
tionalize it so that we could reduce costs?

Ms. SHEARER. I wouldn’t argue with that, but some other people
in this room might. I wouldn’t argue with that, but some other
people on this panel might. , :

Senator Packwoobp. You would not argue with that. You would
think the Federal Government could do it cheaper if we went to
national health insurance.

Ms. SHEARER. I have outlined three proposals in my testimony
with varying degrees of involvement for the private sector. One of
the proposals would be a voluntary Medicare Part C, 100 percent
premium financed, but administered through the Government.
There are other ways that you could have a private sector role, but
reduce the amount of premiums that goes to administrative cost.
But the way we are regulating now—-the NAIC model regulation—
will not achieve significant savings. We can predict, based on the
Medicare supplement insurance experience, that if we continue
with the current system we are going to be having loss ratios in
the range-of 50 to 60 percent if we are lucky.

Senator PAckwoob. Thank you, Mr. Chairman.

Senator MiTcHELL. Senator Packwood, if I could just interject to
point out that a recent poll published I believe about a month or
two ago show that 67 percent of the American people favor a na-
tional health insurance system, but 77 percent of them are opposed
to any substantial taxes to pay for it. (Laughter) B

That is the difficult part.

Senator PAckwoop. Well the reason I asked the question is that
we used to have an outfit in social security called the Division of
Direct Reimbursement. I can see Linda nodding; she remembers it.
When we went into Medicare, and we had the intermediary carri-
ers, the argument was they were going to cost us so much and
charge us so much that we would be better off to get rid of them
and we pay hospital costs directly. And the Government had this
Division of Direct Reimbursement. The New York municipal hospi-
tals used them and a couple of others did, where we paid them di-
rectly, until the GAO finally did a study of what it cost. Blue Cross
of Maryland—and this was a good example to use—would pay a
claim as opposed to the Division of Direct Reimbursement, because
the Division of Direct Reimbursement was located practically
across the street from Blue Cross of Maryland, the same traffic
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conditions, drew from the same labor pool. The difference was out-
rageous. And the Division of Direct Reimbursement was finally
abolished. It could not match Blue Cross of Maryland by as far as I
recall. Like a $12 versus a $4 difference in cost for paying per
claim doing the same thing, reimbursing hospitals and providers
for Medicare. I do not understand where people come to the conclu-
sion that the Government is a pinnacle of efficiency.

Ms. SHEARER. I will get you the cite because I tf‘llink that is very
important.

enator PAckwoob. All right. Thank you, Mr. Chairman.

Senator MiTcHELL. I think the reason for the 97 percent figure is
that it is—and is, of course, the principle which underlies the social
security system—that the government is the only mechanism by
which you can assemble a pool large enough to establish those effi-
ciencies, that is, you get everybody involved. And no single private
insurance company can do that.

Senator Packwoob. That assumes that the absolute be-all and
the end-all of the efficiency is the size of the pool, period. And I
would be willing to put up a pool of $1.5 million to $2 million
against a pool of $20 million and bet you the $20 million is not any
more efficiently operated then the $2 million.

Senator MitcHELL. That may be.

I will just conclude this by saying that at least in my State which
borders on Canada, it is not correct to say that people are opposed
to a national health system. There is a widespread familiarity with
the Canadian system. And while I am personally opposed to a na-
tional health system here, a very large number of my constituents
do not agree with me on that. They are familiar with the Canadian
system. They think it works. They like it. They would prefer it to
the system in this country.

Senator Chafee, we have intruded on your time.

- Senator CHAFEE. No. I thought it was a very interesting philo-
sophical discussion. (Laughter)

And I wasn’t surprised how the sides divided up. (Laughter)

Mr. Tresnowski, I believe it was you in your testimony that said |
we just don’t have much data on this. And I have a feeling that we
are going into this business of long-term care for the elderly, which
I think is a need, as we all do, that has to be met, without knowing
much about what the facts are going to be for the future. Every-
body has said the number of people over 85 is going to double be-
tween now and the year 2000, 12 years away. All right. But has
anybody—and this is a question addressed to the panel—has any-
body done any work on keeping people healthy so they will not go
into nursing homes? And I am talking of those 80, 85 I mean 1§
there any data that shows if you walk four miles a day you are
better off than somebody who does not. Or if you have access to a
swimming pool. Or I see data that says if an elderly person has a
pet that that person is more likely to remain fit, and alive and
alert. And I think these are very, very important points.

I don’t think we should just throw up our hands and say every-
body is heading for a nursing home and that is the way to go, be-
cause I think there should be some data on what happens when an
individual stays with his family, or what happens if somebody is in
a more temperament climate? Do people over 85 do better in Flori-
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da than they do in Minnesota? I don’t know. Has anybody got any
statistics? And if .g'ou don’t have it, is there any place where you
could direct me to?

Mr. TresNowskl. Mr. Chafee, I would answer that two ways.
First of all, I would underscore what you said at the outset about
the data. I indicated in my testimony that we had done an actuar-
ial analysis, and, quite candidly, the actuaries came back and said
that this is a risk that is really quite unpredictable, There just isn’t
enough data to know what the nature of the risk is.

Your second question though, as given that fact, what do we
know about what it takes to keep people healthy so they don’t
w}'lind up in long-term care, there really is quite a bit of data on
that.

Lifestyle changes, nutrition, exercise, smoking cessation, diet.
There is a lot of evidence to show that does promote good health.
In fact, the evidence is before us in the changing demographics of
our Society. The fact that people are living longer, that people 65,
75 and even 85 are healthy today is a direct result of the changing
lifestyle and the kinds of things that happen. However, I would
simply point out that it underscores the importance of the subject
before this committee, and that is long-term care, because the
longer people live, no matter what the reasons are that cause them
to live longer, the greater probability there will be for them to
need long-term care of some kind. Not nursing home care necessar-
ily, but home health services, respite care, the kinds of things that
experts in this business talk about are going to be needed for that
population down the road. .

Senator CHAFEE. Well I agree with that, except I think you can
well have a situation where people will live longer with bad health
habits. It is just miserable health, and have to be in some kind of
custodial care. So I don’t think that necessarily if people have good
health habits that that just means they are going to live longer
and have the same period of disability at the end. When they are
90 they are going to have 4 years in a nursing home, or wherever it
be, because they have remained healthier.

But does anybody else have any contribution? In other words, it
seems to me that we should have in any program a preventative
factor with some attention being given to keeping these folks
healthy and well and out of these places. What have you got to say
to that, Mr. Bourque?

Mr. Bourque. Well I couldn’t agree with you more. -

Senator CHAFEE. Everybody agrees with me but nobody does any-
thing about it. (Laughter) )

Mr. Bourque. Well I think the data is starting to come out on
various studies. And again, I cannot cite the sources myself. But
you read almost every other day now of new studies indicating
what some of these health promotion activities do. It seems to me
that if we are going to invest in some research in this area, par-
ticularly through the Federal Government, that this might be one
of the things that the committee urges the Department to look at
more intently.

There is am Office of Health Promotion Disease Prevention, but
I don’t know whether they have focused on the population over afe
65 and those kinds of factors that could be reduced to promote well-
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ness. And I think that that would be money well spent, because we
are talking a problem that we are going to be living with.

Senator CHAFEE. This is my point. It seems to me that we accept
without argument that we must take care of the elderly with X bil-
lion dollars. But if somebody turns around and says, let’s put more
money into communal facilities for the elderly where they can go
and receive a meal at a modest cost 5 days a week with ceramics
and whatever it might be in different activities, that is always
looked on as a dubious expenditure or one that should be scruti-
nized carefully. Yet, if we had some facts that would show us the
cost savings that comes from having these community centers for
the elderly, we might wake up and say that’s where we ought to
put more money. Bat we don’t know, except some kind of empirical
evidence that comes around that we think that is right, but we are
not sure.

Mr. BourqQuEe. This has been the problem under the traditional
Medicare program. It has been very difficult to move preventive
benefits into the acute care program because no one is quite sure
what works and no one is willing to spend the up front money be-
cause it does take an investment in order for the potential savings
down the road. In fact, it was always amusing to me that the actu-
aries would always say that it would cost money because you are
adding years of life. So every time you promoted a preventive bene-
fit, it ended up being a cost item rather than a savings item, which
always baffled me.

Senator CHAFEE. That’s a ghoulish way to approach it. (Laughter)

Thank you, Mr. chairman.

Senator MiTcHELL. Thank you. The representatives of the actuar-
ies in the audience laughed loudest at that suggestion, Senator
Chafee. Senator Baucus.

OPENING STATEMENT OF HON. MAX BAUCUS A U.S. SENATOR
FROM MONTANA

Senator Baucus. Thank you, Mr. Chairman.

I would like to ask the panelists where they agree on the basic
questions of what the public/private mix should be in providing
long-term care. It is clear to me that this Congress next year will
enact a fairly comprehensive bill. It is also clear that the American
people regard this as probably the major health issue this year and
next. And it is equally clear that we are going to have to answer
the basic question of what the mix should be between how much
insl;llt_'ance is provided by the private sector, and how much by the
public.

You all represent different points of view, but we are going to
have to agree on a bill. It will not be four different bills passed by
the Congress.

So I would like to know where you agree; not where you disagree
but where you agree. What should that mix be, roughly? And just
give us idea of where you tend to agree. Mr. Bourque.

Mr. BourqQuk. I think from the Chamber’s standpoint, Senator
Baucus, if public resources are to be invested in this area—and I
think that most people agree that there is a strong push for that to
happen and is likely to happen—it probably ought to be in improv-
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ing the Medicaid program, improving the program for those who
are most disadvantaged, and making changes in that program that
would perhaps reform the current method of financing and the
kind of impoverishment that takes place in order to be eligible for
that program.

Senator Baucus. That is low income though. What about the
bulk of America?

Mr. BourqQuek. I think that is where it becomes more difficult.
And I do know that a number of the States are playing with this
public/private mix in terms of insurance. And I think that those
are very valuable demonstration and we need to learn from that.
But I am not sure that anyone is comfortable yet as to how those
things can intersect.

Senator Baucus. I am not asking whether they are comfortable
yet. What might be some of the public programs that you think
might make sense of long-term health care for middle income
Americans?

Mr. BourquEe. Well it is clearly going to cost money to support
tax incentives and any kind of premium subsidy. If we want the
private market to proliferate in terms of financing vehicles, it is
going to take a public investment. And I would think that that
might be a place to start, as well as mentioning the Medicaid
reform. But beyond that, I am not sure we have any other solution.

Senator Baucus. Mr. Tresnowski?

Mr. TresNowskKI. You said when you asked the question that we
each represent a point of view. I represent six points of view. Be- _
cause this subject is not clear in the minds of people. It is so new in :
terms of your insurance: principle involved that the debate still -
rages internally. For example, there are those in my organization
who are quite concerned about the insurability of the risk at all.
And we would be very supportive of defining the risk along the
lines of S. 2305, whereby you have a 2-year period and it is fairly
well defined. There are some technical problems with that which I
mentioned earlier, but there are those who feel that way.

There are others who feel, on the other hand, that we need some
time to take the products that we have got into the narketplace
today that we have just begun with, and find out whether in fact
those products can be insurable. And so they would argue let’s not
immediately make a decision to go to an entitlement program and
eliminate the private sector. Let’s buy some time to find out wheth-
er it can be done.

So that the debate is really very much in front of us. Nobody
knows exactly what is to be done. I cannot sit here today and tell
you that don’t do anything because Blue Cross and Blue Shield is
going to solve the problem of long-term care in this country. I
would not do that because that is not what is going to happen.
Alice Rivlin said that when she reported on her study and that is
true. But there is a role for the private sector. What precisely that
is is something that we are going to have to look at very carefully
over the next year or two and figure out how we can match up ap-
propriately between the private initiative and the Government.

Senator Baucus. All right. But how far do Wu think we should
go in addressing the public sector side of it? Where do you think
we are going to end up?
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Mr. TrResNowskl. Well you are either going to end up with an en-
titlement program with some kind of a front end with either years
or dollar deductibles, or the Government is going to carve out pop-
ulation segments, either the old-old or the poor or the chronically
ill, and allow the other segments of the population to-move in and
take care of the other.

I think there is a lesson to be learned here from the Medicare
program and, more particularly, with the recently passed cata-
strophic bill. If you trace the history of the Medicare program and
catastrophie and the privacy sector’s lap filling around those, you
begin to understand that there is not an absolute answer. It is kind
of an evolutionary thing. People said that when catastrophic passed
the private sector is out of the Medigap business. Well that is not
true. In fact, it offered a number of opportunities for us.

Senator Baucus. That is true. That is right. My time is about up.
{)f I fc‘:lould ask, Mr. Chairman, a couple of more questions just very

riefly.

Ms. Shearer, doesn’t the private sector have an important role :o
play in long-term health care?

Ms. SHEARER. Consumers Union favors a public social insurance
approach, and if there are any gaps left, let the private sector fill
them. We do not support the private sector being the major actor.

Senator Baucus. I know that you do not support it, but where
afl% you coming together? Are you saying you aren’t agreeing at
all?

Ms. SHEARER. There is little agreement here. I think that if there
is going to be a major private sector role it is very important for
Congress to play a major role in improving the way the private
sector is working. I think that we made a big mistake in Medicare
when we let the Medicare supplement insurance market, as you
know, evolve. We have tried to regulate it for 20 years. We are still
not doing a very good job. And we don’t want that to be the model
for a supplemental market for long-term care insurance. And we
feel that it is very important for Congress to address this now.

Senator Baucus. Mr. Boyd, how far would you go in advocating a
larger public sector?

Mr. Boyp. Well not surprisingly. I think we are more in line with
Mr. Bourque. I think we do feel —

Senator Baucus. Well I know that. (Laughter)

But I would like to know more where we tend to agree so we can
come together here, so we are not spending too much time fighting
among ourselves but get something passed and get on with it.

Mr. Boyp. Well I would, and it would be repetitive. I would
repeat I think an expansion of Medicaid to better cover those who
must rely on it is in order.

Senator Baucus. How about average income Americans?

Mr. Boyp. I think there that I would probably divide the problem
in two, those who are currently quite old and those who are not. 1
think people who are currently working, who are currently aware
of the problem and for which we are building insurance products, I
think they should provide for their own long-term care cost. I think
for people who are currently much older, they don’t have that op-
portunity, and I would say that would be an area of concentration
for the public sector.
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Senator Baucus. Well I urge all of us to put ourselves in the
other guy’s shoes a little bit so we do tend to come together. We in
this country spend too much time fighting among ourselves. We
tend to think the world revolves around Americans. Meanwhile,
other countries, within their own borders, often tend to work better
together. And [ suggest that all of us just try to put ourselves in
the other guy’s shoes to better understand his point of view so that
we find agreement more quickly than we would otherwise. Thank
you, Mr. Chairman.

Senator MitcHELL. Thank you, Senator Baucus.

I will submit additional questions to each of you in writing and
ask that you respond in writing at your earliest convenience.

{The questions appear in the appendix.]

Senator MiTCHELL. Senator Packwood has additional questions
for members of the panel now. '

Senator Packwoob. It will just take me about 5 minutes.

Mr. Tresnowski, Blue Cross Blue Shield would sell health insur-
ance policies in competition with Mr. Boyd’s association, correct?

Mr. TrResNOWSKI. Yes, indeed.

Senator PAckwoob. Yes. And it would do so rather significantly.
Now I want to ask the two of you a question. I am going to leave
out Mr. Bourque because he has already come to grips with this
issue about mandating. From your standpoint—let’s take Senator
Mitchell’s bill. You have got a 2-year hiatus—if we were to add to
it a mandate on employers, that, they would somehow have to rea-
sonably cover that 2 years—we would put down whatever the mini-
mum benefits are, and leave some discretion among different kinds
of industries because the needs are not the same in each kind of
industry—and say, all right, Mr. and Mrs. Employer, you have got
to provide this, why wouldn’t that be a benefit to you and Mr.
Boyd’s association because now it is going to give you an immense
pool and you are going to have to compete for it to provide the ben-
efits. Why wouldn’t Blue Cross Blue Shield and Mr. Boyd’s organi-
zation, why wouldn’t HIAA support that?

Mr. TresNowskKI. Well let me say that the same principle applies
to whether you are talking about mandating long-term care insur-
ance or whether you are talking about mandating health benefits
in general. -

On the surface it is very attractive to us. In terms of the unin-
sured, you are talking about $23 billion of new money. That is a
tremendous thing. But you have got to get past what appears to be
a very favorable initiative from our standpoint.

There are a couple of things you have to loock at beyond that.
One is, what kinds of incentives do you set in motion as a result of
the mandate? In fact, do you create a counterproductive initiative
to employers in order to get out from under these mandates, do all
kinds of crazy things like put people on part-time status, not hire
people who are high risks, and on and on and on. That is one real
concern we would have about the mandate. I am not saying 1
oppose it, but in designing such a mandate you would want to
design it in a way that you do not create those kinds of incentives.

The second concern we have is that, you know, it is like the old
phase, I am here from the Government; I am here to help you. And
as soon as the Government comes into the program, what do they
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do to redesign the insurance market? One of the concerns we have
about Senator Kennedy’s bill is that he would regionalize the deliv-
ery of health benefits to regional insurance carriers. Well that pre-
sents a very significant problem for us. One, there would be cross
subsidization among States. Our ability to respond effectively
under those circumstances, in other words, the regulatory struc-
ture that flows with that may be such that it would be so onerous
that it in fact would be counterproductive to our involvement in it.

Now all of that is against the backdrop of saying to you that
mandates may be a perfectly good solution to this problem. A lot
depends on how it is designed.

Senator Packwoop. Mr. Boyd?

Mr. Boyp. Our own association is made up of probably a much
g}?_r?dheterogeneous group of members than is Blue Cross Blue

ield.

Mr. TREsNOwsKI. Don’t count on it. (Laughter)

Mr. Boyp. I think there are those, and at the extreme, people
who specialize in reinsurance, for instance, and who do specialize
in insuring long-term risks. For them, I think this would not be a
very attractive time period, the 2 years. They would probably
prefer something up front and insure the longer-term.

I think some of the other membership would indeed react to
that, and probably would develop products to fill in the 2-year
period. I think all——

Senator Packwoop. Well let me interrupt. For those of your
members who do not want to do it, they don’t have to sell it if it is
to be mandated.

Mr. Bovp. I am just trying to—that is true. I am just trying to
respond from a broader perspective than maybe my own.

The second point I would make is I think that all would fear that
that 2-year period would change over time. And I think all insurers
would be a little nervous about jumping into a product develop-
ment and spending the resources to develop and market a product
where the environment may change. And I think that is especially
true with what has happened to other Government benefits. So I
think there would be some reticence in developing products to get
into a time period.

Senator MircHELL. May I interrupt for one more question?

Mr. Boyd, why would that not be the case now with respect to
long-term care generally? On the one hand, you oppose any legisla-
tion and say that the industry will develop polices in the field. But
with respect to the 2-year period, you say we may be retarded in
developing policies because the Government may act to change it.
But that principle applies with even greater force to action in the
area generally. .

It seems to me you are making two diametrically arguments to
fend off the different points of view.

Mr. Boyp. I would say it does apply to some extent now. But I do
think that with—right now I think companies are looking at the
opportunity to develop fairly differentiated and broad policies. And
most of them, as I mentioned, are providing policies of 4 to 6 years
duration. Some longer.

I think as you compress that, I think people are going to look at
this as a much more limited opportunity, and I think, no matter
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which way it goes, there will be some fear of a Government pro-
gram. But if you walk us into a 2-year gap, knowing that is there, I
think it is just a much more limited opportunity.

Senator MitcHELL. Well I would just say to you that political re-
alities are such, it seems to me indisputable, that the likelihood of
some action in the first instance to deal with the problem generally
is much more likely than action to change a 2-year period once
that has been established.

Mr. Boyp. My reaction is that, sir, is I think that we would like
to be very much part of the dialogue in trying to develop the appro-
priate relationship.

Senator MiTcHELL. Yes. And you are. That is why we invited you
here today. )

Mr. Boyp. Yes. And I appreciate it.

Senator MiTcHELL. And we look forward to working with you. I
didn’t mean to interrupt you, Senator Packwood. I wanted to make
that point.

Senator Packwoob. No. I was through.

Senator MiTcHELL. Well I want to say that we are very grateful
to you all. It is obvious there are different points of view. Each of
you have represented a different point of view here. It is a very se-
rious problem, a very difficult one.

I repeat what I said at the outset of the first hearing. I am con-
vinced that the problem is of sufficient scope and importance that
there will be some action. I recognize that many of you represented
here at the witness table and in the audience prefer that nothing
occur. But I invite you, notwithstanding your preference, to cooper-
ate with us in doing the best job possible to serve what is our
common objective and that is to see that all Americans can enjoy
the benefits of the longer lives they are leading and live those last
years with some degree of dignity and self-respect. And we all have
to remember, we hope to be there someday ourselves

Thank you all very much. Thank you, Senator Packwood, for
your contribution.

[Whereupon, 12:17 p.m., the hearing was concluded.]
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ALPHABETICAL Li1ST AND MATERIAL SUBMITTED

TESTIMONY OF CHARLES M. ATKINS, COMMISSIONER

MASSEACHUSETTS DEPARTMENT OF PUBLIC WELFARE
and

CHAIRMAN, HEALTH CARE COMMITTEE
NATIONAL COUNCIL OF STATE HUMAN SERVICE ADMINISTRATORS
AMERICAN PUBLIC WELFARE ASSOCIATION

My name is Charles Atkins and I am Commisaioner of the
Massachusetts Department of Public Welfare. I am here today in
my capacity as Chair of the Health Care Committee of the National
Council of State Human Service Adminjstrators, of the American
Public Welfare Association (APWA), which is comprised of welfare

commissioners from around the country.

WELFARE AND HEALTH CARE REFORMS:
Three years ago APWA called for a major reevaluation of public
commitments to poor children and their families. We issued a
report, "One Child in Pour," in November, 1986, recommending
sweeping reform of the nation’s welfare system. We view welfare
reform as critical to our efforts to reduce poverty by
strengthening families and promoting self-sufficiency. The
governors and members of the Senate Finance Subcommittee on
.Health have played a major role in the current debate. We would
like to commend you, Senator Mitchell, for your leadership on
welfare reférm and for your strong support for the WIN program.
It has been the successes of WIN demonstration programs including
our Employment and Training (ET) Choices program in Massachusetts
that has shown us we can effectively use our welfare syatem to

promote individual self-sufficiency.

91-983 0 - 89 - 4 oy

NN



92

Welfare reform is, as I said, an important step toward reducing
poverty in this country. For those on welfare to achieve self-
sufficiency and independence they must also have access to health
care. APWA plans to issue a report on providing access to
health care for the poor and uninsured and to propose how to

reform the long term care system.

while it is generally assumed from a public policy perspective
that more can be done to provide better long term care services,
it is also true that there are limits to the public funds
available for such care. Costs of providing the social and
medical services required for long term care have increased in
recent years, due in part to a growth in the number cf people
eligible for services and the rising costs of health care in
general. A national strateqgy, involving all levels of government
and the private sector, is- needed to meet the needs of our

citizens for long term health care coverage.

APWA and the National Council of State Human Service
Administrators commend the committee’s continuing interest and
efforts on the issue of health care in general, and long term

care financing reform in particular.

THE NEED FOR LONG TERM CARE FINANCING REFORM:

Long term care, particularly the financing of long term care, is
a critical issue for state human service Commissioners for two
reasons. We are concerned that the elderly and disabled have
access to lcig term care services without facing the possibility
of financial ruin. Even more directly, given our responsibility
for the Medicaid program, we are concerned th&t an increasing
proportion of public funds dedicated io health care for poor
women and children are being used to provide long term care

services.

Let me be even more specific, as Commissioner of the

Massachusetts Department of Public Welfare, I manage an agency
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with an annual budget over $2.5 billion that has responsibility
for administering cash assistance programs for the poor, as well
as for the Medicaid program. This year we will spend in excess
of $700 million on long term care services -- roughly half of our
entire Medicaid budget. That is more than 20 percent of what we
will spend on AFDC -- our key cash benefit program for poor women

and children.

You have previously heard téstimony on the sobering demographic
facts of the rapid growth of the elderly population in our
society. While more resources are required to meet the needs of
this group, poor women and children have faced a real decline in
benefits since many states have not been able to adjuit their
eligibility limits or cash payments to meet increases in the cost
of living. ~his dragtic imbalance in our national method of
financing long term care presents a very real dilemma -- we must
either reduce state budgets intended for poor children and
families, or place an intolerable financial burden on the elderly

who require long term care services.

Nationwide, the Medicaid program finances nearly half of the
roughly $25 billion spent annually on nursing homes for the
elderly and disabled. The rest of the enormous costs, with few
exceptions, are met by individuals who use these services and
their families, at an average cost of $25,000 a yea:j If these
elderly are not poor when they enter a nursing home, they

unfortunately may become so shortly thereafter.

The role of Medicaid in the financing of long term care has
developed cver the years. Medicaid was not originally designed
for this purpose and this large role has placed strains on the
program to meet its original mission. We believe that if the
country is going to review the financing of long term care, it
should review the role of Medicaid and seek to put the program
back on its original course -- primary and acute care for the

disadvantaged.
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We in government must be able to provide cares to our most
vulnerable citizens. But poor women and children should not be
put in the position of having to compete with the elderly for
vital services that they depend upon for their health and well-

being.

GOALS FOR LONG TERM CARE REFORM:

As I have testified previously before this Committee, APWA and

the National Council of State Human Service Administrators

believe that reform of the long term care financing system

should seek to achieve certain goals, including:

[ enhancing the private sector long term care insurance
market and products.

o developing a private/public long term care financing mix.

<] promoting self-sufficiency and independence among the
elderly in need of care by eliminating the current
institutional bias of long term care financing and
service arrangements.

o providing for client choice among medical and social
services that will meet individual needs.

o relieving the financial stress on Medicaid programs so
that more funds can be dedicated to acute and preventive

services for poor children and their families.

In order to adopt appropriate reform, we must recognize that the
Medicaid program now serves as the safety net for many of those
who face chronic or disabling conditions. This includes many of
the elderly, most of whom-are unaware that they will be dependent
for their long term care needs not upon the Social Security
System or Medicare -- into which they have paid during their
working lives -- but upon Medicaid for long term care. We need
new financing methods that will remove most of the long term care
expenditures from Medicaid so that these funds do not compete
with the needs of poor women and children. We need to assure

that state and local administrators have the flexibility to
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provide cost-effective and high quality health care to all
families and children in need.

To try and slow the enormous potential growth to Medicaid costs
in Massachusetts, and to improve our ability to provide the
elderly with affordable: care and alternatives to costly
institutional placement, we have bequn to design a new program
called Elderly Choices. This new program emphasizes many of the
same features that have made our Employment and Training (ET)
Choices program 8o successful: aggressive marketing,
comprehensive case management, cl. . 't choices, and performance
based contracts. with the private sector. Through improving the
coordination of current services and amploying case management
servicas, Elderly Choices will ensure that elders have access to
a wide range of services provided in home or community settings,
such as home health, private duty nursing and preventive health
care. Institutional care will be available, when needed, to
those who to need such care. The Elderly Choices program will
also pursue selective performance based contracting with nursing

homes.

This new approach to managing the long term care system will
enable more elders to live independently and provide better
alternatives to institutionalization. It will enable us to offer
long term care services at less cost than our current limited
service options: primarily institutional care in nursing homes or

chronic care hospitals.

At a national level, we believe that the government and public
would be be;t sérved by the development of private long term care
insurance and the sharing of public and private funding
arrangements. Long term‘care policy must include a comprehensive
plan to finance the effort a&equately. It must target feasible,
available financial resources, creating an on-going funding
mechaniem that will provide equal access to benefits for all

eligible persons.
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THE LONG TERM CARE ASSISTANCE ACT:
We are greatly encouraged by the variety of proposals being
introduced this year to address the long term care needs of our
society. - The Long Term Care Assistance Act, s.2305,'plays an
important role in translating ideas and suggestions into
legislation. Other proposals put forth this year concerning
aspects of long term health care have also focused attention on
the need for reform, including Senator Kennedy’s LIFECARE
proposal.

I am pleased that S. 2305 meets many of the goals that human

service Commissioners believe are critical to long term care

reform legislation. This legislation, in our view, takes a

critical first step toward addressing this country’s uraent need

for development -of a long term care policy by offering an array
of medical and social services -- from occasional assistance in

Eome settings to complete institutionalization -- along with

recommendations for funding the undertaking. Certain aspects of

this bill parallel the goals of APWA including:

o emphasizing client choice, based on need and preference, of
social and medical services provided through both public and
privat; programs;

o maintaining the self-sufficiency and independence of
elders, while recognizing the need for respite care and
supportive services for informal caregivers;

o employing a uniform eligibility assessment and
certification process, with responsibility for conducting
assessment resting with the states, or independent
organizations that will not benefit from placement
decisions;

o requiring case management for all benefits, ensuring that
all appropriate, available care is provided in the least
restrictive setting. This enables us to use the most cost-
effective approach in meeting the diverse needs of elderly

and disabled clients;
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o fostering development of private insurance products for
long term care as a partial solution to financing
community-based and institutional care. _

) promoting a public/private sector partnership for. sharing

. the costs of long term care services.

AREAS OF CONCERN:

While the Long Term Care Assistance Act satisfies many of the
goals 9/: APWA for long term care financing reform, there are soma
aspec‘ﬁ‘.‘s of the bill that raise questions and concerns for the
state"&, primarily related to the possible fiscal impact on the

Medicaid program.

We believe that S. 2305 would benefit from a close look at the
impact of this legislation on state revenues and the implications

for other populations currently served by Medicaid.

There will undoubtedly be relief for the Medicaid system through
Medicare coverage of extended nursing home stays. While these
extended stays are not the norm, t‘hey do consume a significant
portion of Medicaid funds. However, other provisions of the bill
would prolong, and likely increase, the long term care financing
burden on state Medicaid programs which now struggle to provide

services to address the unmet needs of poor families. We find

troubling the provision that would limit the use of any realized
Medicaid savings by stipulating that states maintain current
funding levels for elderlf services. We would propose inatead
‘that states be permitted to rededicate those funds for expanded
services to poor children and their families -- a population in

great need of acute and preventive care, as this Committee well
knows .
We also do not believe the legislation sufficiently recognizes

that many states have been developing effective long term care

strategies and have structures in place to administer programs.
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Finally, it is important in our view to point out that many of
the Medicaid savings assumed by the bill may not be realized.

Several factors undercut the savings assumptions.

‘o Lack of Affordable Private Coverage -~ The recently
released Brookings Institution study estimates that only about
30 percent of the elderly population will be able to afford long
term care coverage in future years. This low percerntage concerns
us. The Brookings projection is based on the assumption that
long term care costs will increase significantly over time while
the fixed incomes of the elderly -- particularly the incomes of
the very old who are most in need of long term care services--
will not grow commensurately. This disparity between income and

costs is likely to pose a significant burden on Medicaid.

o Nursing Home Costs -- Expanded Medicare coverage for
nursing home care, as the bill proposes, is important. However,
it is unclear to what degree the Medicaid financing burden will
be eased by this expansion. The two-year exclusionary period
contained in this bill, together with the fact that the median
nursing home stay among current residents is slightly less than
21 months, indicates that many people may not benefit from the

services provided in the legislation.

o Underserved Individuals -- It is widely believed that
significant numbers of people living in the community who need
long term care services do not currently receive at;ch services
through either Medicare or Medicaid. It can be assumed that
many more elderly will become eligible for home health and
respite care based on both the more flexible Medicare eligibility
criteria and expanded eervices included in the bill and the
expected elderly population growth. Many of those newly eligible
for services will likely be low-income which would result in

higher Medicaid expenditures.

2ok
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0 Premiums and Deductibles -- Medicaid would cover the
costs of additional premiums, deductibles and coinsurance for the
dually eligible under this bill. Medicaid expenditures will
increase as these costs are added on. Even the minimal\increases
in premiums will have an effect when spread over a iarge

population.

CONCLUSIONt

Mr. Chairman, the underlying issue in my remarks is that, for the
most part, the elderly and disabled, with the support of their
families and friends, want to live independently in the community
ox to live with dignity in an institution when no other option is

appropriate.

We encourage your efforts to structure rew benefits and programs
that empower the elderly to obtain help where they want it and
when they need it rather than spending too much money for
institutional care that might have been avoided or postponed. We
welcome further efforts to affirm government’s commitment to long
term care by encouraging new financing mechanisms that could slow
the growth of these expenditures within Medicaid budgets and
permit us to better serve the health care needs of poor families

and children.

The APWA hopes you will consider the issues we have raised. This
committee has, on previous occasions, acknowledged the importance
of developing sound and responsible long term care policy because
it will be in place for years to come. Great care must be taken
to develop and 1mpiement long term care financing reforms. We
support this'Commlttee's effort to further the debate and hope to

be of assistance in seeking solutions to the problem.

Thank you for the opportunity to present these views today.
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NATIONAL COUNCIL OF STATE HUMAN SERVICE
ADMINISTRATORS

July 22, 1988

The Honorable George Mitchell

Finance Subcommittee on Health

United States Senate

Russell Senate Office Building, SR-176
washington, D.C. 20510

Dear Senator Mitchell:

The attached information is in response to your request at the
June 17, 1988 hearing on the Long Term Care Assistance Act of
1988. At the hearing you asked that I respond for the American
Public Welfare Association’s (APWA’s) National Council of State
Human Service Administrators on how best to use any potential
Medicaid savings that would result from enactment of §$.2305.
These recommendations are attached.

The APWA believes that states need some relief from the costs of
providing long term care for the elderly and disabled. These
costs place a significant strain on the Medicaid program and
states’ ability to provide services and coverage for other
populations in need. We believe that states should have the
flexibility to redirect any savings to other areas of need, as
identified by each state.

The APWA supports the concept of long term care financing reform.
We have established a task force which is expected to make
recommendations about such reform in the near future. The APWA
supports and appreciates your continuing interest, and effort, in
this area. If you have any questions, please call me, or have
your staff call Jane Horvath at APWA.

Sincerely,

i L -
tada Jians

Charles M. Atkins
Chair, NCSHSA Health Care
Committee, and
Commissioner
Massachusetts Department
of Public Welfare
CMA:st =
cc: Robert Crittenden

An affiliate of the American Public Welfare Association
1125 Fifteenth Street, NW., Suite 300, Washington, D.C. 20005 (202) 293-7550
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Uses of Potential Medicaid Savings:

Rather than require states to continue to fund long term care
services for the elderly at current levels, states should be
afforded the flexibility to redirect funds to other populations
whose needs have gone underserved or unserved and to other
purposes. Alternative uses of these funds include:

Financing Welfare Reform -- Successful reform of the welfare
system will require substantially greater funding than is
currently available. Potential Medicaid savings could be used by
states to extend the Medicaid transitional coverage.

Extended Medical Assistance Eligibility -- Any long term care
savings could be redirected to allow more states to ccver
infants and pregnant women up to 185 pexcent of the federal
poverty level. Only about eight states currently employ this
option while many of the others are limited in their ability to
do so. State Medicaid savings could also be put toward ‘extending
medical assistance eligibility to older children and youth. Many
states would like to have funding to provide better outreach for
medical assistance, such as placing eligibility workers at
provider sites but they currently are 1limited by inadequate
funding.

Amount of Medicaid Savings:

The National Council of State Human Service Administrators is
concerned about how great the savings to state Medicaid funds
would be under this bill. There are two major considerations.

Increased Demand for Home and Community-Based Care -~- There
would be greater financial access to home and community-based
care services under S. 2305. Recent data indicates that some 19
percent of the elderly population are functionally impaired and
live in the community. Of this impaired population living in
community, only 15 percent currently receive any public
assistance or services. The potential new demand for covered
services may be great. The deductibles and coinsurance for the
low-income elderly who become eligible for services may cause
8significant Medicaid cost increases in some states.

Nursing Home Care -- The two year exclusionary period as
contained in S.2305, may not reduce the Medicaid burden
significantly. The median length of stay among current nursing
home residents is slightly less than 21 months. The burden on
Medicaid for such services will most likely continue to grow as
the elderly population increases. The people currently most in
need of extended nursing ~are are the very old who, concurrently,
are without the resources to support the cost of this care. 1In
the future, it is this population who most likely will not be
able to afford private long term care insurance.

Administrative Issues:

The administrative issues involved in determining the amount of
state expenditures for long term care services for the elderly
may prove very complex. The difficulty in this determination for
purpogses of recouping savings may prove detrimental to some
states if the calculations are not accurate.
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STATEMENT OF ROBERT M. BALL
MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

My name is Robert Ball. I was Commissioner of Social Security from 1962
to 1973 including a time when the Social Security Administration had
rasponsibility for Medicare as well as for the cash benefit program, Old-Age,
Survivors and Disability Insurancs (CASDI). I was a career amployee of the
Social Security Administration for some twenty years before I was appointed
Commissioner. Mora recently, I was a menber of the President’s National
Commission on Social Security Reform, the Greenspan Commission, whose
recormendations resulted in the 1983 Amendments and restored the financial
soundness of the Social Security program.

\ I'am pleased that the Committee has asked me to testify on this subject
since I believe that improvements in the quality and availability of long term
care services and family protection against the cost of the services are very
important sccial goals. This area has been long neglected in the United
States but is now beginning to receive widespread attasntion. The passage cf a
Federal long term care plap may well ke one of our very next major social
advances.

Those of us who have been interested in long term care for some time, Mr.
Chairman, are greatly encouraged by your assuming a leadership role in seeking
passage of a Federal program. S. 2305, in my judgment, thoughtfully addresses
the issue and deserves the most careful consideraticn. It will serve well, as
you have suggested, as a base for discussion as consideration of private long
term care insurance and a public pregram continues.

It seems clear to me, as I believe it does to this Committee, that the
problem is of a size and difficulty that calls for a partnership of private
and public effort. Voluntary private insurance cannot alone meet gpa need for
most people, and reliance on private insurance as the major instrument
ot advance protection would mean that Medicaid would continue its dominant
rola. At the same time, public protaction provided without a means test need .
not do the whole job to be effective. Private insurance can play an important
iz limited role.

Insurance is surely a better approach than individual saving. Although
everycne is exposed to the risk of needing long term care, either at home or
in a nursing home, only a minority will actually need expensive cares. For
example, at age 65 there is a 40 percent risk of being in a nursing home
sometime before death, but for most people the stay will be relatively short.
Oonly 10 percent will be in a nursing home for over a year, and yet it is this

group which accounts for 90 percent of nursing home expenditures, including
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the expenditures incurred by this group during the first year. With a
distribution of costs like this, it is wasteful for each family to txy to save
for the worst case. Protection can be achieved by paving a premium equal to
the average cost. This is the essance of insurance.

Privatae insurance having discovered the long teram care insurance market
in the last few years is producing a large number of new and improved
products, and just about every major insurance company s now active in the
field. This development is very encouraging, and I believe that private
insurance can play a subatantial role in meeting the need. It would be a
mistake, however, to extrapolate the progress made and assume that privata
insurance can meet the need alone. We need;a partnership between private
insurance and a un.versally available public program with an improved Medicaid
means-taested preogram available for those for whem the universal public
program, private insurance and their own income and assets prove inadeguate.
Such an approach to long term care is similar in concept to the nearly
universal provision of cash benefits on retirement by Social '
Security, supplemented by private and government occupational pensions and
underlying the whole the means-tested Supplemental Security Income program.

Trers are many reasons why private insurance cannot be relied on to do
the whole job, but one of the most important is the cost to the individual.
The cost of an adequate policy when measured against the other needs to be met
cut of the wages of middle- and lower-income workers is necessarily high and
there is no way through private insurance to temper the costs for those with
below average incomes. Policies paid for by the individual, as distinct from
the employer=-paid-for acute health care group policies now in existence,
necessarily charge premiums as closaly related to individual risk as possible
in order to aveld a competitor taking away the business of those whose
premiums are too high when ma§sured against the individual’s perscnal risk.
This means that there is no way to cross-subsidize, as in employer-paid-fcr
group insurance of all kinds, and that the full ccst of the flat premium
charged falls on each family alike regardless of their akility to pay.

A flat payment, the same for all, is, of course, much harder for middle-
income and lower-income pecple to pay than for higher-income pecple. It is
the most regressive form of payment, and is in sharp contrast to financing
through govermment, which, for example, in the case of hospital insurance
charges the $£40,000 a year worker four times as much for the same protection
as the $10,000 a year worker. Consequently without employer help with
tinzncing (and I know of no one who seriously expects employers to take on
this added health insurance cost), large numbers of people will not be able to

afford private insurance. Moraover, large numbers with relatively low

S
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assets will find little reason to buy the policies even if they could just
manage the payments.

A second major limitation of private insurance is that there is no gocod
wWay to provide protaction against inflation at a cost people would be willing
to pay. The flat premiums of private insurance will have to be regulasly
increased to cover future inflation unless the purchasing power of the
benefits are allowed to greatly deteriorate. On the other hand, government
financing, say the income tax or the payroll tax, rises automatically with
inflation. There are, of course, other well known problems facing insurance
companies when they sell protection individual by individual. For example, to
avoid adverse selection they must set up underwriting rules that are ne« 1ssary
from a business standpoint but prevent some people from getting the couverage
they need. Even using extraordinarily optimistic assumptions about the
purchase of private insurance--essentially that all those who could pay the
prexmiums with five percent or less of their incomes would actually buy
policies--the conclusion of the recently issued Brookings Institution study
was that by the year 2016 private insurance would be paying between 7 and 18
percent of nursing home costs.

But let me balance these limitations of privata insurance when viewed as
a total solution by emphasizing my belief that private insurance can work as a
supplement to a public program for those who are relatively well off and have
significant assets to protect.

What then does this add up to? What should be *he roles of private
insurance, a universal public program, and the means-tested Federal/state
Medicaid program? S. 2305 proposes one arrangement: a social insurance
program protecting against the cost of home care and respite care and
a nursing home provision with a 30 percent copayment and a two-year waiting
pariod during which private insurance would be encouraged to sell protection
to fill the gap. Medicaid would continue for those who did not buy private
insurance covering the first two years and did not have anough in the way of
income and_assets to pay their own way and would also continue to fill in
copayments for low-income peopla.

I have an alcternative arrangement of the public/private partnership that
I would like to suggest for your consideration. I believa it has some
advantages., I would propose the same sort of coverage for home care~--that is,
a comprehensive home health and respitae care benefit available after only a
short waiting period, say a month, and with a small, parhaps 15 percent,
copayment lasting as long as needed. The difference arises on the nursing
home bensfit. For the same cost, or perhaps somevhat less, it would be

pessible to provide a nursing home benefit covering the first six months cf a
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nursing home stay for everycne with a 13 gerzent cspayment plus 'n cxt;;ded
benefit with a 30 percent copayment fcr thesa who had a spouse living in a
private or semi-private arrangement (i.e. a private residence, a room and
board home, or a retirement 'iome). Those not fully covered by such a plan
would be almost entirely those who could be expected to stay in a nursing home
for the rest of their lives anc, by definition, who had no spouse in the
community. The insurance needs of those in this group with assets would be
the protection of those assets fovr their heirs, primarily sons and daughters.
Although important, this objective scems less a public purpose than a private
one and thus ideally suited for private insurance. Those who fail to buy
private insurance and those who have little in the way of assets tq protect
and who therefore would not be interested in private insurance would

have their costs met by Medicaid following the six months paid for Sy the
Federal plan (or extended coverage in the case of those with a spcouse in the
community). Income atove a personal allowance of, say, $100 and assets above
a protec:ed amount of, say, $5,000 wculd first be used %o pay for nursing home
care before Medicaid paid the rest of the bill.

Therae would, of course, be substantial savings to Medicaid in covering
the first six months of nursing home care and in the extanded benefit for
those with spouses in the community. I wculd propose that part of those
savings be used to liberalize the Medicaid nursing home provisions as just
described and to insure an upgrading in the quality of care. Medicaid would
also continue to fill in copayments for lcw-income people unable to afford the
pavments. The remaining Medicaid savings wculd %e retained, not for the
financing of Ehe long term care program, but rather <o extand the coveraga and

inmprove the quality of services provided by Yedicaid to grsups other than the

o

lderly, particularly children.

At cne time, Mr. Chairman, I favored a more ccmprehensive, non-means-
tested Federal program to meet the long term care problem, but in view of the
many other pressing needs for new and expanded gcvernment programs, and in
view of the continuing deficit, it now seems to me impcrtant to design a
universal plan for long term care that meets only the highest priority public
policy purposes and leaves a major part of estate protection to private
insurance.

In thinking about this I came to the conclusion that the most important
public purpose long term care needs are (1) providing help to family members
who have taken on the responsibility of caring for sericusly disabigd people
at homae: (2) protecting the income and assets of nursing home patlen;s
when they return to private or semi-private living arrangements and thus have

a continuing personal need for their income and assets: and, (3) the
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protection of the family income and assets for the use of spouses of nursing
home patients. Of overriding importance is the provision of quality care to
the impaired person, whether at home or in a nursing home, and whether for a
short or long period, care designed to support the highest possible level of
independent functioning. Any Federal plan must provide for the upgrading of
sarvices, an emphasis on the restorative and preservation of independent
functioning at the highest level possible and choice for the family in
determining the setting and services needed. The Federal plan must also
contain adegquate dedicated financing and a strategy for cost control. This is
true for all plans.

The plan I am offering for yocur consideration is based on the thesis that
those who stay in nursing hoasmes more than six months, ars not married, and are
severly disabled seldom return to living in the community, and, therefore,
tha* the six months benefit plus an extended benefit as long as a spouse is
living in a private or semi-private residence would be sufficient when
combined with home health care and respite care to meet the highest public
priorities as I defined them earlier.

To test whether the limited nursing home benefit fulfills these highest
priority needs, let us look at some unpublished discharge data from the 1985
National Nursing Home Survey. In the twelve months prior to the survey, there
were 877,000 live discharges. Of these, 284,900 patients had been in the
nursind home for more than six months. Of this group, 35,700 vare'discharged

to private or semi-private residences and the rest to another health
facility (183,100 to a general hospital, 32,900 t> another nursing home). -

Following through on those discharged to a private or semi-private residence,
25,900 were not married and under the proposal would have lost their
eligibility for sccial insurance protection, but it appears that only 10;600
of this latter group would have met the kind of severe disability eligibility
standards contemplated by the plan--that is, inability to perform alone three
of the activities of daily living ,ADLs, (such as moving from place to place,
eating, dressing, toileting) or the equivalent in disability from a
combination of saveral ADL limitations or who need constant supervision
because of a mental condition. For the survey data, it is necessary to use a
proxy for this level of disability: those who were either incontinent or
needed help with mobility but that would seem to be a reasonable enough proxy
for this broad purpose.

In all probability, few of those discharged to ancther nursing home,
general hospital or other health facility after a six months stay in a nursing
home, are unmarried, and with the degree of disability indicated would ever

return to a private or semi-private residence. They will either die in the

4
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hospital or go back to a nursing home. Thus of the 870,000 live discharges,
the six month plan and the extension for those with spouses would have failed
to protact only a little over one percent from the priority risks of either
having their income and assets used when they wera needed by a spousa or
having their income and assets used and then themselves being discharged to a
private or semi-private residence. Laft out of the Federal plan after six
months would be almost entirely those long stay cases who do not have a spouse
and who are not going back to a private or semi-private residonco.:

In the light of other priorities, it may well be reascnable in the c;s‘ of
this group to use any income above a $100 personal allowance and assets above
a $5,000 exemption to pay for the cost of any nursing home care not covered by
private insurance, with a liberalized Medicaid program paying the residual
costs.

The alternative of private insurance for the protection of those with
significant assets should be encouraged and could be built on top of the
Federal program. The appeal of private insurance would be to individuals in
their 60s and 70s and their heirs who want to protect the oldér perscn’s
assets and who would know that the government plan did not provide protection
against the cost of nursing home stays of more than six months when only one
spouse survived.

The role of private insurance would be impertant fcr those wi“h assats,
but not crucial for public policy purpceses. Under the proposal, the absencs
of effective private insurance would be the loss of assets to an heir, but the

rail elderly and disabled and their spouses would be protected. No one would
have to "spend down" or meet any kind of means tast before being admitted to a
nursing home, although income and assets would contribute to the cost for the
nursing home in the case of long stays if there vwera nc spouse in the
community and no private insurance protaection.

Public insurance with a long waiting pericd, such as a year or two, on
the contrary, depends crucially on the ability of private insurance to fill in
the one or two yaear gap. Without private insurance, most people would have to
turn to Medicaid before the expiration of the one to two year waiting period.
They would become eligible for a Fedaral benefit only after they hiq already
used up all or part of their assets and their spouses had typically Scon
forced to greatly reduce their standards of living. For a very large
number of pecple, the Federal program would come too late.

In closing, let me stress that protection against the costs of long term
care is a family benefit, not solely or perhaps even primarily a benefit for
older and disabled people. It is the middle-agud sons and daughters and their
children who are most at risk. They are the oneun left to strujgle, frequently
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more or less alcne, with caring for disabled parents at home with consequent
disruption of the careers of a two-earner couple and the loss of time and
money for children. They are the ones usually who must help pay for nursing
home cara. And the heavy burden falls on a minority who now experience high
long term care costs. We need plans that spread the risk to all and thus make
the cost bearable.

I have attached an outline of the sort of plan I have proposed, together

with suggestions for possible financing.

QUILINE OF A FEPDERAL PROGRAM FOR LONG TERM CARE

Bepefita
I. Home Health Cale

Home health care would be available for all eligibles after a
one-month waiting period following application and would be
available indefinitely. The cost of an annual plan for each
individual would be limited to 65 percent of the average cost of
skilled nursing homes in the area. Persons unable to perform two
or more of the activities of daily living (or the egquivalent in
disability from a combination of several ADL limitations) or who
need constant supervision because of a mental condition would be
eligible. There would be a copayment of 15 percent of the cost of

services.

The annual cost of the benefit for the first full year after
the benefit was fully implemented is estimatad to be:

$7 Billion

II. A Reapite Care Benefit

For the usual caregivers of those eligible for a home health
benefit, a respite care benefit wéuld be available for charges up
to $3,000 annually, with a 30 percent copayment. The benefit
would provide full time in~home care or day care (even though the
regular approved plan for home care did not). Short-term nuriing
home care would also be available Zor the purpose of relieving the
family members who are primary caregivers.

The annual cost for the first full year is estimated to be:

$1.5 Billion
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III. Muzaing Home Care

A nursing home benefit would be provided for six months for
all eligibles unable to perform three or more ADLs (or the
equivalent in disability from a combination of several ADL
limitations) or who need constant supervision because of a medical
condition and whose circumstances make nursing home care

preferable to home care.

Thers would ba a copayment of 15 percent of the cost of
services and a one month waiting period fcr thosa admitted
diractly to the nursing home rather than after a three day stay in

a hospital.

A patient would be eligible for a second six months of
nursing home care only after a period of 60 days in a private or
semi-private residence (i.e. not a hospital, nursing home, or

other medical facility.)

The annual cost of the benefit for the first year once the
program is fully in effect is estimated to be:
$9 Billion

I1I. Extended Nursing Home Care

An extended benefit with a 30 percent copayment would be
provided beyond the six months as long as there was a spouse
living in a private or semi-private residence (i.e. board and room
homes or retirement homes). For this purpose, a spouse would be
defined as one who had entered into a marriage with the eligible
patient at least two years prior to the time the patient meets the

disability standards for benefit eligibility.

The annual cost for the first full year is estimated to be:
—81 Billion
TOTAL $18.5 Billion

¥ioancing
I. An estate and gift surtax of 10 percent could be imposed on
the transfer of assets by gift or inheritance in excess of
($200,000) and earmarked for long term care insurance.

Income the first full year: $s Billion
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IXI. An increase of 0.3 percentage points in the Social Security
and Medicare tax on both employee and employer could be dedicated

to long term care insurance.

Income for the first full year: 814 _ Billion
TOTAL $19 Billion

There are many alternatives. A $5.00 a month premium paid by
the elderly would raise $1.8 billion in the first full year; ih.
hospital insurance tax of 1.45 percent applied to earnings
above the Social Security limit ($45,000 in 1988} and earmarked
for long term care insurance would raise $7 billion in the first
full year: there could be a dedicated surtax on the income tax;
taxes on alcohol and tcbacco could be increased and the income
dedicated to long term care; Medicare could te axtanded to the 130
percent of state and local employees not now covered with the
savings to Medicare (about $2 billion) dedicated to long tarm
care; Social Security benefits could be taxed in a manner similar
to the taxation of contributory private pensions and government
career plans with the income dedicated to long term care
insurance; the taxation of capital gains at death could be
dedicated to long term care insurance, and there are, of course,

other possible scurces of revenue.

Relationship to the Medicaid Program
The financing proposed for the universal Federal long term
care plan duves not depend on retaining the savings to Medicaid.
These savings might amount to about a fifth of what Medicaid would

otherwise spend on long tarm care.

A maintenance of effort provision would require the states
(with Fed;ral matching) to liberalize the Medicaid program for
elderly and disabled people by requiring the states (1) to
increase the personal allowance for those in nursing homes from
$30 a month to $100 a month and to increase the asset retention
cash allowance from $2,000 (in 1989 for an individual) to $5,§00
before patient income and assets could be used for the paynont-of
nursing home costs, and (2) to upgrade Medicaid nursing home
standards to assure quality care for federally rsimbursed
services. The rest of the savings to Medicaid would be used to
improve the benefits and coverage of Medicaid for other groups,

particularly children.
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PREPARED STATEMENT OF RuTH VoN BEHREN

Senator Mitchell, Honorable Committee members. I am RuthV on Behren,
Chair of the National Institute on Adult Daycare (NIAD), a membership unit
of The National Council on the Aging, Inc. (NCOA).

The National Council on the Aging, Inc., founded in 1950, is a national
nonprofit organization. Its membership includes individuals, voluntary
agencies and associations, business organiz;tions and labor unions united
by a commitment to the principle that the nation's older people are entitled
to lives of dignity, security, physical, mental and social well-being, and
to full participation in society.

The National Institute on Adult Daycare is the only national organization
composed of professionals in the field working to develop and expand
adult day care, to advocate for those who rely on adult day care for daily
and continuing support and care, and for those working to eﬁsure that adult
day care is of the highest quality, based on professional standards of
excellence and available throughout the nation.

Thank you for giving us the opportunity to comment on the provisions
of S. 2305, the Long-Term Care Assistance Act of 1988.

Last week I toured Western Kansas meeting with various groups of elderly
service providers and advocates to identify problems in obtaining health
care and long-term care services in rural areas. Over and over I heard,

“We can't afford the services, even if they were available." For the poor
there is Medicaid; for the rich -- whatever money can buy; for the majority,
a lack of quality, affordable health care.

We are grateful that the Congress is seriously addressing the need to
adjust Medicare to provide long-term care services, including home care,
such community-based services as adult day care, respite and chore services
and institutional care. Unfortunately, the lack of a national long-term
care policy has created a distorted array of long-term care services under
Medicaid, largely biased toward institutional care. Your bill, Mr. Chairman,
will go a long way toward realigning Medicare services to fit the altered
needs profile of Medicare beneficiaries.

Senate Bill 2305, the "Long-Term Care Assistance Act of 1988," provides
a comprehensive framework for addressing these needs. For the first time,
albeit after an extended exempt period, chronic nursing home care will
become a Medicare benefit, as will chronic home health care.- . Your bill
addresses the need for a respite benefit far beyond the limited range included
in the pending catastrophic Medicare Conference Report. It will provide
for Medicaid buy-in to protect the interests of poor Medicare beneficiaries,
Each of these components, if enacted, will comprise important components
of an emerging national long-term care policy.

At the same time, we believe that aspects of S. 2305 require additional
review by this Committee toward changes which NIAD considers essential to
sound. long-term care legislation. )
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We believe that S. 2305 does not appropriately portray qdult day care
as the professional, skilled health system that daily is segving thousands
of Americans requiring long-term care services.

We believe that the bill errs in slotting adult day care solely as
a respite service for caregivers, with severe dollar limitations and
co-payment requirements contained in the section on Home or Community-Based
Respite Care. Inﬁtead. we urge your consideration of shifting adult day
care services to complement chronic home care as a direct beneficiary service
with important, but secondary, respite consequences for caregivers.

We believe that such a change will not fundamentally alter either the
fiscal impact of this legislation or the core intent to array sufficient
community-based services to allow impaired adults to remain in their own
homes. In fact, we believe that our recommendations will greatly expand
care options for beneficiaries, families, attending physicians and case
management agencies on a cost-effective basis. We also assert that the
services rendered under an adult day plan of care will meet the same standards
which this legislation will require of services provided at home.

Finally, we suggest that there is pending Medicare legislation which
could provide to this Committee models for incorporating adult day care
as a long-term care service option. In short, we believe that our recommendation
will not impede, in any way, the progress of this bill toward passage within
this Session.

Adult day care is a structured day program provided in a safe environment
where functionally impaired adults can receive the social, health and
supportive services needed to restore or maintain optimal functioning.
Hallmarks are an individualized, comprehensive assessment and a plan of care,
involving multidisciplinary staff. Attendance is planned and regular. The
primary target population is the impaired adult. The intent is to forestall
inappropriate or premature long-term institutionalization and to return
the beneficiary in an improved condition to his or her own home.

Services provided at the typical adult day care center include nursing,
personal care, social services, physical and occupational therapies,
nutritional counseling, transportation from home to center, ‘noon meal, family
counseling and support and therapeutic recreation. Medical supervision
is usually provided by either the participant's private physician or a
consultant staff physician.. Additional consultant services include speech
therapy, podiatry, psychiatry and dentistry. These services, provided on
a cost effective, group basis, meet, at minimum, professional and quality
assurance standards required of home health care agencies under Medicare
and Medicaid.

Mr. Chairman, adult day care is not a new, arcane or remote service
unknown to the states. In fact, 41 states now apply standards for licensure,
certification or funding of adult day care. Such services to adults under
Medicaid, the Older Americans Act, state long-term care resources and
through private payments and co-payments are provided in all 50 states.
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NIAD will provide to this Committee extensive documentation, including
numerous state and privately sponsored evaluations, demonstrating the
availability of these services across the nation under requirements meeting

federal standards.

Adult Day Care Services

For the Participant:
Adult day care restores or maintains optimal functioning of impaired

adults. Every center car provide information about small miracles
that occur, for example, a person formerly in a wheelchair now walks.
A state of California evaluation study in 1982 found that 87-96%

of adult day care participants maintained or improved functioning.

For the Caregiver: .

Business surveys are identifying, in iﬁcreasing numbers, the impact

of caregiving on their employees. Adult day care is recognized as

a valuable asset, as it provides respite to the caregiver and relieves

stress, enabling the caregiver to continue providing care and helps

employee productivity.
For the Government:

By utilizing the benefits of a group setting, adult day care costs

less than the one-to-one provision of home health care{' On a monthly

basis it costs less than a nursing home. Reports from states such

as California, Hawaii, New Jersey and Massachusetts indicate state

satisfaction with adult day care's costs and effectiveness.

On Lok Senior Health Services, my agency, has found the use of Adult
Day Health Care (ADHC) a vital component in the reduction of hospital
utilization. On Lok, a capitated, at risk comprehensive long-term care
system, funded by Medicare and Medicaid, sees the ADHC center as the focal
service delivery site. The monitoring and supervision of Health status at
the ADHC center enables On Lok to prevent small health problems from
becoming major problems needing hospitalization. The hospitalization rate
for our elderly persons certified for nursing home care is .7% of enrolliment
days, less than one third the average rate for this population, and even
lower than that for a general 65+ population {1.1%). In our current
replication program, authorized by Congress in 1986, all prospective On
Lok model sites must develop ADHC if it is not already in place.

Based on this extensive experience of meeting the long-term care
needs of hundreds of thousands of impaired adults, we recommend two major

=

changes in S. 2305:
o delete adult day care as a respite service under the Home or
Community Based Respite Care section;
@ incorporate, under Title I of the bill, provisions to add
adult day care as a specific benefit and as a companion service
to chronic home care services.
We suggest that S. 1839, introduced this Session by Senators Melcher,
Bradley and Heinz, can provide to this Committee the elements necessary
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to define adult day care as a Medicare benefit under S. 2305. Incidentally,
S. 1839 is now co-sponsored by 15 Senators, including your colleagues on
this Finance Committee, Senators Durenberger, Moynihan, Matsunaga

and Chaffee.

S. 1839 establishes adult day health care as a distinct Medicare service
with service and eligibility requirements, certification stéﬁdards developed
by DHHS with consultation from NIAD, eligibility determination by state
pre-admission or Medicaid long-term care agencies, and surveys by the
appropriate state agency. While S. 1839 limits adult day care reimbursement
to 100 days annually, we would suggest that it be reimbursed on the same
basis as chronic home care.

Recent further analysis of the NIAD 1985-86 National Survey indicates
that many centers will have no difficulty in meeting the service requirements
of S. 1839.

Particularly noteworthy is the fact that all centers, regardless of
licensing or funding source, do provide at least two of the following
professional services: nursing, social services, physical therapy and
occupational therapy. Even more significant is the provision by 40% of .
our centers of one or more of the following medical services: physician
assessment and treatment, psychiatry, podiatry and dentistry. These figures
represent only services provided by staff or contract, and do not include
the informal alliance with participants' private physicians, which is a
part of every adult day care program.

Medicare reimbursement, as outlined under S. 1839, would increase
center resources, thus enabling those centers that wish to qualify for
certification to add additional services if needed.

Medicare funding through S. 2305 is needed for the following additional
reasons:

1. Medicare coverage for adult day health care will make the service

accessible to those low- and middle-income persons who do not
meet the income eligibility requirements for Medicaid or the
Social Services Block Grant program, but cannot afford to pay
for these services.

2. Medicare is a trend-setter for private health insurance coverage.

Medicare coverage will point the way towards inclusion of ADHC
in supplemental long-term policies.

The private sector is just beginning to offer coverage for adult day
care in insurance policies. Three companies, Travelers, Aetna and Prudential -
(for AARP), already include adult day care as a benefit for;éither group or
individual coverage. Others will follow if Medicare leads the way.

NCOA/NIAD acknowledges the leadership of these companies. However,
insurance policies are long-term. Persons who need ADHC now will not be
accepted by any long-term care policy. Insurance policies will reject
persons currently eligible. Also, premiums for persons of advanced age are
higher, making the policies unaffordable. Therefore, although such policies
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should be strongly encouraged, the needs of our current long-term care
population cannot and should not be ignored.

Program Growth
I have worked with ADHC since 1975 and have experience both as state

administrative official and provider. The "woodwork" theory has been
raised numerous times. I have yet to see it happen. There are several
reasons why:
1. Admission to ADHC implies that the participant and the caregiver
need help. Neither 1ikes to admit they can't function independently,
so they put off admitting this until a crisis is imminent or actually
occurs.
2. ADHC is a service-intensive program. The major reason for being
in an adult day care center is a service need.
3. Eligibility controls and case management standards will ensure that
only persons who need the services will receive them. NCOA/NIAD
feels there are adequate controls.

The "woodwork" theory has also been applied to providers. There is
fear that uncontrolled growth will occur if Medicare reimbursement is
available. There are several reasons why eitremely rapid growth is not
likely:

1. The start-up and development time involved in establishing an ADHC

center. -

2. Past experience of other providers when Medicare reimbursement

began.

ADHC is a complex program involving facility renovation; equipment
purchase; licensing and certification application and review; policies and
procedures development; staff recruitment, hiring and training; and,
marketing and outreach. In California, it takes a minimum of a yeayg and
often much longer, to bring an ADHC center from design to operatioﬁ. If
funds for development are lacking, the developmental period may double or
triple.

NCOA/NIAD has other concerns relating to S. 2305:

1. Case management is required for eligibility. This requires more

specific guidance as to placement and structure.

2. The Eligibility review process to determine an individual's

eligibility for these Medicare long-term care benefits allows
up to 60 days for the decisicn. This is far too long for a
chronically 111 individual who needs services immediately.

3. The two year waiting period for Medicare coverage of chronic

nursing home care is far too long. According to the House Agirg
Committee, nearly 70% of single elderly persons would be financially

impoverished after just 13 weeks in a nursing home; within a year, 94X%.
For 34% of couples, impoverishment occurs after one spouse has

spent six months in a nursing home; for 78% at the end of a year,
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4. The $500 deductible for chronic home health care and the 50% match
for respite care will result in many persons not able to use the
services because they can't afford the deduc¢tibles. I am especially
concerned with Tow income persons who have not qualified for
Medicaid.

5. NCOA/NIAD would also like to suggest that the definition of
“institutionalized spouse" in 81923, Treatment of Income and Resources
for Certain Institutionalized Spouses, be expanded to include spouses
of persons receiving chronic home care and/or adult day care, as
specified in Title 111, 8301, 31(B)ii, your definition for “qualified
facility."

Mandating such provisions only for institutionalized spouses once again
gives an incentive to place }he spouse in an ICF or SNF. Equal treatment is
needed for spouses who seek to prevent institutiona]ization;by using adult
day care and/or hcme care.

A recent poll of 2001 Americans over the age of 45 commissioned by the
American Association of Retired Persons and conducted by Hamilton, Frederick
and Schneiders found that a federally administered long-term care program
similar to Medicare or Social Security is preferred by 84% of the respondents.
Respondents are also willing to pay for it with a $20 to $58 per month
increase in So<ial Security tax (depending on income) to cover the costs.

Senators, the need is there; the time is right. RCOA/NIAD commends
you for addressing these long-terr) care issues.

NCOA/NIAD asks that you develop a Medicare funded comprehensive long-
term care system which includes in-home, community-based services, including
adult day care and institutionalization.

We ask that barriers of high deductibles be removed and this system
be accessible and affordable to those needing its services.

Thank you for giving me the opportunity to present NCOA/NIAD views
on this important legislation. i
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for the
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Daniel P. Bourque
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Mr. Chairman and members of the Subcommittee, my name is
Dantel P. Bourque. I am Senior Vice President for the Voluntary
Hospitals of America, the nation's largest alliance of nonprofit
hospitals. I am also a member of the U.S. Chamber of Commerce's Health
Care Council and I served as the Chairman of the Task Force on Long-Term
Health Care Polictes of the Department of Health and Human Serviees
(HHS), appointed by Secretary Otis R. Bowen, M.D. I am pleased to appear
today on behalf of the Chamber. I am accompanied today by
Frederick J. Krebs, Director of the Chamber's Employee Relations Policy

Center.

Mr. Chairman, the Chamber applauds you for beginning this
important dialogue on long-term care in a sincere effort to find a
workable and affordable solution. Finding the best solution will require
input from as many sources as possible. The Chamber appreciates the
opportunity to present its views on this important topic.

I would 1ike to focus my remarks on the Chamber's perspectives on .
the ways to address the need for long-term care coverage, on the
recommendations of HHS's Task Force on Long-Term Care Policies, ard on
S. 2305.

The Need for Long-Term Health Care

The need for Congress to address the issue of long-term care is
{ndisputable. Many elderly Americans and their families already face
impoverishment as they strive to meet the costs associated with nursing
home or extensive home health care services. Frequently, middle-income
elderly find themselves “spending down" to eligibility for Medicaid — a
program designed for the nation's poor. The average nursing home stay
costs $22,000 annually — a large burden for almost any family to bear if
they lack some form of private or public fnsurance coverage.
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The realities of the demographics of our population ensure that
this problem will onl} grow in the future. Today there are 2.2 million
Americans over age 85 and approximately one-fifth of them reside in
nursing homes. By the year 2000 — only twelve years from now -- the
population over age 85 will more than double to 5.5 milifon, and we can
expect a commensurate increase in nursing home residents. HHS estimates
that the lifetime risk of entering a nursing home {s now between 20 and
45 percent. And for the elderly who spend more than $2,000 of their own
money annually on health care, 80 percent goes to nursing home care.
Obviously, the need tou find affordable ways to pay for this coverage is
paramount and urgent.

The high cost of such care and the demographics of an aging
population make "pay-as-you-go" financing far less desirable than
prefunding for long-term care needs. Few individuals are able to finance
an extended nursing home stay or other long-term care service entirely
out of their assets and income. Given the current federal deficit
picture, the same could be satd for government's ability to finance a new

tong-term care program.

Business has been the focal point in addressing various health
policy tssues. Indeed, employers do have an important rote to play in
this and other health care policy debates. B8ut with many competing
interests vying for limited financial resources, we must set priorities.
HWe must sort through all possible options and devise a plan that takes
into account all of the needs and resources -- both public and private --

available to us.

fortunately, despite the enormity of the national challenge to
provide long-term care, there are positive steps that can be taken teo
help the elderly, today and tommorrow, meet their long-term health care

needs.
Gereral Principles

To deal effectively with the issue of long-term care, we should
all recognize some important points. First, there is no single way to
solve this problem. Its solution will require multiple strategies and
demand the best in innovation and resources from both the private and
pubtic sectors.

Mr. Chairman, you are to be commended for developing a response to
this need that combines private and public approaches. Health care
coverage in this country is, and rightly should be, a private and public
sector partnership.
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For those individuals whose modest means prevent them from
securing private long-term care insurance, a firm commitment to a variety
of public financing programs is necessary. But the Chamber believes
that, to the extent possible, the private sector market for long-term
care -- tke health care coverage generally -- should be encouraged.
Public policies should encourage and help make possible the purchase of
long-term care coverage for those who can afford it. Mr. Chairman, in
recognition of. thc important role private coverage must have in
addressing the nation's long-term care needs, your bill provides
incentive to encourage the expansion of this market.

Second, addressing the questions of financing alcne will not
satisfy our long-term care needs as a nation. The complexity and
magnitude of the problem will require new and expanded Jelivery systems,
effective methods to contain costs, and research breakthroughs to reduce
disability and improve the quality of life for those in need of long-term
care.

Third, public potlicies aimed at addressing the need for long-term
care should not discourage the extensive network of informal care that is
currently provided by family members and friends. In fact, policies
should support and encourage such informal care. Again, Mr. Chairman,
your bill's provision for respite care recognizes and reinforces this
important role.

Fourth, education of the public on the importance of seeking
protection from long-term financial catastrophe is vital. Too many
people simply do not understand what Medicare does and does not cover.

We cannot expect consumers to make informed choices without sufficient
information on the types of coverage tney are entitied to already. There
is strong evidence that with education, younger people can be encouraged
to protect themselves from future long-term care expenses.

The HHS Long-Term Health Care Policies Task Force that I chaired
issued a report to Secretary Bowen in September of 1987. The report
contained 41 recommendations for meeting the challenge of long-term
health care. The Chamber supports a number of the Task Force's
recommendations, the most important of which I will discuss today.

The Private Market for Long-Term Care Insurance

I cannot stress enough the vital role that private long-term care
insurance potentially can play in meeting the financial concerns of the
elderly. Because of the efficiencies of pooling risks and the internal
buildup of accumulated roserves, insurance provides an efficient means of
meeting financial risks that are too great a burden to bear alone.




120

In the past three years alone, there has been a dramatic growth in _
the private insurance market for long-term care polictes. The number of
insitrance companies offering such coverage has grown from about 20 in
1983 to more than 80 today. And the number of individuals covered by
these policies has increased from 100,000 to nearly half a milltion.

During this time, we also have witnessed a substantial change in
the types of policies being marketed and sold. Ffor example, policies now
include features such as inftation adjustors, case management,

- alternative home and community-based services, and eligibility criteria
based on the limitations of the insured person's ability to fulfi'l
certain daily 1iving activities. 1Ir addition, exclusions for specific
conditions such as Alzheimer's disease and prior institutional stay
requirements are being removed. Increasingly, the typical idemnity
benefit policy with a permanent fixed daily dollar 1imit for
fnstitutional or nursing home care is betng augmented with products more
responsive to consumer's desires and needs.

Another important and recent development is in the area of
employer-sponsored long-term care insurance. A year ago, virtually no
employer plans were available. Today, more than half a dozen large
employers offer this coverage to their employees -- including American
Express, Proctor and Gamble, the states of Alaska and Maryland, Aetna,
and John Hancock -- and the 1ist is growing. A survey by the Washington

"Business Group on Health found that more than half of the companies
surveyed had investigated or were planning to investigate within the next
two years the possibility of offering a long-term care benefit to
employees and/or retirees.

The early experiences of these employer plans have been
encouraging. Enrollment rates have reached nearly 15 percent, even when
the employee is asked to pay the entire premium. The average age of
purchasers has ranged from the low 30s to the low 40s and the percentage
electing spousal coverage has been high. Some plans even allow employees
to purchase coverage for their parents.

The HHS Task Force underscored the importance of the
employer-sponsored market as the most effective way to expand rapidly the
avaflability of long-term care insurance. Offering this insurance
through emplovment 1s an effective means of making it readily available,
attractive, and affordable to large groups. Not surprisingly, it becomes
even more attractive if the appropriate tax incentives are available.
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T The public and private sectors should take immediate steps to
encourage the expansion of long-term care protection. The current
heightened awareness of the need for financial protection against the
potentially ruinous costs of these services makes this an ideal time for
stimulating growth in long-term care coverage. The market will need time
to develop, and the sooner we begin, the better.

i velopm f Priv -Term Care Mark

Federal policies could significantly enhance the growth and
breadth of the employer-sponsored long-term market. The HHS Task Force
recommended the use of tax incentives to encourage the purchase of
long-term care insurance. Obviously, we all must be sensitive to the
potential lost revenues resulting from tax incentives. However, a range
of tax policy options exist that would assist the private market in some
way, each with a different federal revenue impact.

Mr. Chairman, your propcsal incorporates several important tax
incentives for long-term care insurance. S. 2305:

o Clarifies the tax treatment of long-term care insurance
reserves and the investment earnings credited to them.

o Gives long-term insurance the same tax status as health and
accident insurance.

o Clarifies the tax treatment of long-term care insurance to
employers offering group coverage and to employees receiving
long-term care benefits.

o Provides that long-term care expenditures and insurance
premium payments are deductible medical care expenditures.

The two-year exclusionary period for nursing home care provided
for in S. 2305 would help to stimulate demand for long-~term care
insurance to cover the exclusionary period for the benefit, the copayment
requirements, and other long-term care costs not addressed in the bill.
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Other options are also possible. For example, long-term care
insurance plans could be linked with other insurance programs and with
pre-paid health plans -- such as Health Maintenance Organizations and
Continuing Care Retirement Centers. One proposal suggested by the Task
force would permit employees the option of directing a portion of their
vested pension benefits, including Keogh plans, Individual Retirement
Accounts, and 401(k) plans to the purchase of long-term care insurance.
These tax incentives would encourage individuals to take fimancial
responsibility for their future needs.

The commensurate savings in the Medicaid program over time may
more than offset the tax expenditures needed tc stimulate the private
insurance market. In 1986, outlays for nursing home care amounted to
more than $38 billion -- and more than $15 billion of these costs were
Medicaid expenses. These public expenditures would oe reduced
signifcantly as the private system prospered. The HHS Task Force, using
a Brookings Institution model, projected that by the year 2020 $1 of tax
benefit for stimulating long-term care insurance would yield $2 of
savings in Medicalid spending to the federal government.

The long-term health care dilemma is complex and assuredly will be
expensive to solve adequately. The Chamber, however, has reservations
about a major expansion of Medicare at this time. Long-term care is one
complex facet of the broader and even more complex health policy picture,
which includes the needs of the uninsured and underinsured. We must
determine how to best allocate our limited resources among competing
interests. ~The Chamber is currently establishing a panel to examine
these important issues and make policy recommendations on how to meet
U.S. health care needs.

nclusion

Mr. Chairman, in introducing S. 2305 and conaucting these
hearings, you have provided an excellent starting point for this debate.
The Chamber applauds you and the other members of this Committee for
drawing needed attention to this problem. We pledge the Chamber's
assistance in your search for workable and affordable methods to meet the
nation's need for long-term health care protection.
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Good morning Mr. Chairman and Members of the Subcommittee.
I am Bruce L. Boyd, Vice President, of the Teachers Insurance
and Annuity Association and College Retirement Equities Fund.
1 am manager of the Group Insurance Operations Division which
provides over 2,000 group disability, life, and medical plans
to colleges, universities and other educational institutions
for their employees, and insures over 500,000 people. )

I am pleased to testify today as Chairman of the Long Term
Care Task Force of the Health Insurance Association of
America. The HIAA represents some 350 insurance companies
which write over 85 percent of all commercial health insurance
in this country.

HIAA applauds Senator Mitchell’s interest and that of the
Subcommittee, in addressing the important national problem of
long term care and his recognition that the private sector
should play a role in paying the natf-n’s long term care bill.
We also understand that S. 2305 has been introduced as a
vehicle to begin a national discussion on financing long term
care and that many views will be considered in shaping the
ultimate structure of the bill. In the Chairman’s own words,
the bill "is not a panacea"™ but "rather, a sincere effort to

reform the way long term care services are delivered and paid
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for." HIAA welcomes the opportunity to work with the Chairman
and his staff as the provisions of S. 2305 are refined.

JThe'insurance industry is justifiably proud of the role it
has*played in the evolution of the largest private insurance
sysgem in the world. The overwhelming majority of adult
Americans now have private life and health insurance and the
great majority of the "ERISA workforce" participates in pension
plans. o

This situation didn’t occur overnight. It evolved, mainly
after World War II, as the nation’s growth and productivity
increased national income and allowed people to look beyond
cash income to securing themselves against premature death,
unexpected illness or disability, and planning for retirement.

Now, we are entering the next logical phase of this
evolution. The advances in both medical technology and general
health that are increasing the lifespan of the elderly are also
increasing the number of people who may require treatment for
chronic illness. Simultaneously, rising income, particularly
among the elderly, makes insurance against the costs of long
term care both desirable and affordable. The time has come to
begin folding long term care into this country’s extensive
private insurance systen.

Our testimony will focus on four areas: -

o the nature of the long term care problem and why it
lends itself to insurance coverage;

o the new developments in long term care insurance
products;

o the challenges we face in attempting to meet the need
for long term care insurance; and

o the specific provisions of S. 2305.
Nature of the Problem

When we speak of "long term care," we are describing a wide
range of medical and support services provided to individuals
who have 16;: some or all capacity to function on their own due
to a chronic illness or condition and who are expected to

require these services for an extended period of time. About
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70 percent of the noninstitutionalized elderly with long term
care needs receive their help solely from family members and
friends. However, others need paid home care services and
nursing home care,

Long term.care is the major catastrophic health care
expense faced by the elderly today. On average, for those
elderly with out-of-pocket health care expenses over $2,000 a
year, 80 percent.goes toward nursing home care. With nursing
home costs estimated to average $22,000 - 25,000 per year, such
expenses can indeed cause financial ruin.

Over the last three decades, both the public and private
sectors have focused their attention on the enormous tasks of
improving the scope of coverage for acute health care and the
financing of pension plans. The public and private sectors are
just beginning to focus on the need to establish a systematic
program of insuring long term care costs. Currently, nearly
half of all nursing home costs is paid for by Medicaid and the
other half is financed out-~of-pocket on a pay-as-you-go basis.
There has been very little .prefunding of private resources to
minimize this financial drain. As a result, middle income
people are forced to impoverish themselves, "spending down"
almost all of their resources and becoming eligible for
Medicaid -- a health care program intended for the poor. This
all-or-none financing approach also encourages some people to
divest themselves of assets in order to qualify for Medicaid
benefits.

Not everyone will need paid long term care services. For
exanple, it is likely that somewhere between 60 and 75 percent
of the elderly will not enter a nursing home. Of those that
do, about half will be institutionalized for more than 90
days. Therefore, long term care embodies many of the
characteristics of a situation suited to insurance: a
potentially very expensive event, difficult to predict for a
given individual, and for which the frequency is sufficiently




126

low that the cost per person, spread across a large group, can
be relatively modest.

Private insurance, however, cannot provide the answer for
everyone. Insurance products are not designed for nor do they
lend themselves as financing vehicles for some segments of the
population such as those with low incomes. Providing care for
this population should be the objective of public programs and
reforms are needed to improve the government’s ability to act
as a responsible safety net for those who must rely-on it.

HIAA supports the Medicaid reform provisions in S. 2305.
We believe that the Medicaid program must be enhanced for those
individuals who are unable through insurance or their own
resources to provide for the cost of their care. These

incremental Medicaid changes are necessary regardless of

whether or when a final financing solution is developed and are

clearly critical ingredients for a comprehensive bill such as

S. 2305,

w Developments in long Term Care Insurance

There has been a small private warket for long term care
insurance in this country for some time. However, widespread
consumer misunderstanding about the extent of Medicare
coverage, coupled with other, higher priority uses for their
funds were two of the primary reasons why spending for private
long term care insurance has had little appeal.

Recently, that has changed dramatically, zs evidenced by
the number of companies developing long term care insurance
products, the number of individuals covered and the variety of
products being developed. There are now about 80 companies
selling a long term care product and almost all of this growth
is since 1985. Today, there are about one-half million
policyholders. Some companies report doubling their number of
policies in force each year.

More importantly, the products themselves are changing

rapidly. Because of the lack of experience, the early products
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tended to be more limited. For instance, they covered only
stays in a nursing home and then only following a hospital
stay. But virtuaily all of the newer products offer nursing
home and home health care, frequently without a prior
hospitalization. 1Instead, benefits are triggered based on
functional limitation measures. In addition, some pol@cies are
now providing inflation protection against future long term
care costs. We will see a continued trend toward more
comprehensive and liberal benefit provisions as private sector
insurers and the consuming public become more sophisticated.

The recent introduction of employer-sponsored plans is
particularly promising. Such plans offer the opportunity to
efficiently reach a large number of people during their working
years when premiums are more affordable. A year ago when we
testified before your Subcommittee, only one employer plan had
been introduced. Six months later, at the end of 1987, there
were five more. Several employers have expressed interest in
offering a plan in 1988.

The enrollment experience to date has shown the average age
of the employees electing this coverage is in their early
40’s. This is strong evidence that with education, younger
people can and will purchase long term care protection. And,
most of these plans provide coverage to the elderly including
retired employees and parents of the worker and worker’s spouse.

The insurance industry is moving rapidly to serve more
people and offer a wider range of services. Clearly, the
availability of home and community-~based care are highly
desirable from a social perspective and can also be
cost-effective under the appropriate conditions. HIAA is
pleased to see that S. 2305 recognizes the importance of
noninstitutional long term care services by offering home and

respite care benefits.
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Challenges to the Long Term Care Insurance Market

There are several factors which have inhibited the
development of long term care insurance. 1In varying degrees,
these factors still operate today. The most important of which
are:

o A low level of consumer awareness about the risks and
costs of long term care, coupled with a widespread
belief that Medicare and supplemental Medigap policies
cover long term care costs.

© A lack of usable data by insurers regarding the use and
costs of long term care services, particularly in an
insured environment, which makes actuarially sound
pricing of products difficult.

© An uncertain public sector tax and regulatory

environment for companies developing long term care
insurance.

consumer Awareness

The need for better consumer education is the
responsibility of both the private and public sectors. It
should begin early, so that people can purchase insurance when
they are younger and premiums are more affordable.

HIAA has undertaken a number of initiatives in this area.

I have submitted for the record one example of our efforts, the
Consumer Guide to Long Term Care Insurance. HIAA remains
willing to work with all levels of government to further these

communication and education efforts.

pata Needs .
The development of an effective plan design and the

appropriate pricing of policies relies on a good body of data.

The data that do exist are fragmented and in many areas are
lacking. For example, there are almost nc data on the rate at
which private pay patients exhaust their resources to become
Medicaid eligible. And, information on the lifetime use of
nursing home care is also limited.

Our knowledge gaps make it very difficult to predict the
future costs of a publicly funded long term care progran.

Furthermore, these uncertainties strongly suggest that the
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private and public sectors take the several incremental steps
necessary to develop the components of a rational long term

care system in order to create a sound national policy.

Federa]l Tax Environment

long term care insurance is a new product which has an
uncertain status under the current federal tax code. In order
to stimulate the growth of private insurance, especially
employer sponsored coverage, and to reduce the costs of long
term care insurance, it is necessary for the federal government
to clarify the tax status of long term care insurance and to
remove barriers to several logical and effective product
designs. HIAA is pleased that S. 2305 tecognizes_the -
importance of these concerns and we support the bill’s
provisions that would address the current obstacles created by

these uncertain tax issues.

8tate Regulatory Environment
Long term care insurance is a new product that continues to

evolve. Insurers need a state regulatory environment which is

sufficiently flexible to allow for the development of new and
diffeient products but is equally effective in protecting
consumers. In December 1986, the National Association of
Insurance Commissioners (NAIC) adopted model legislation thatc
successfully balances these two objectives. In the last 18
months, 13 states have passed the model bill and another 8 are
expected to pass this bill by the end of 1988. HIAA supports
this critical legislation and is working actively in those

remaining states for its passage.

Specific Provisions of 8. 2305

HIAA supports the comprehensive approach taken by S. 2305
and many specific provisions of the bill. However, we believe

that it is premature to consider a government entitlement

P

oy
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program that is structured to pay benefits based on length of
use rather than financial need. After thoughtful analysis and
discussion, HIAA has concluded that an approach such as the
2-year exclusionary period proposed in S. 2305, is premature

for several reasons. These reasons include:

o A time period is an arbitrary measure of need; it
over-assists individuals with resources to pay for care
beyond the time period and it is inadequate for persons
who cannot manage the cost of the "exclusionary" period
in a nursing home. And, the vast majority of private
insurance plans provide coverage in excess of 2 years.

o The cost of private insurance is determined more by the
age at purchase than the length of time for which it
provides benefits. Affordability is enhanced by
purchasing at younger ages, accruing funds over an
extended period, and spreading risk over a large
population.

o There are many uncertainties about long term care
including the extent of future long term care use,
especially for home and community-based care; the most
cost-effective case management methods; the resources
avajilable to those who enter nursing homes; and the
impact that third party payment could have on all of
these issues. We therefore, believe it is preferable to
pursue potential public-private partnerships through
smaller scale, controlled demonstrations that can be
adjusted and modified to provide insight into the design
of a successful national program.

o An entitlement program that leaves the insurance
industry with only a gap-filling role would certainly
limit the progress and experimentation currently
underway in the private market. Fitting the gaps of a
federal program would require that most features of the
products be standardized or virtually identical.

¢ Given the recent experience with Medigap and
catastrophic legislation, insurers are reluctant to
devote large resources to a new product line that could
greatly diminish over time. Under S. 2305, private
insurance benefit structures funded over an extended
period could prove inadequate or redundant when needed
if government, as often happens, changes the rules of
the partnership over time. Not only could this have an
adverse affect on consumers, it also will tend to limit
the number of companies willing to experiment and fund
the development of long term care policies.

© The proposed stop-loss structure could have a negative
impact on the fledgling employer group market. Some
insurers believe it could discourage insurers and
employers from offering any long term care coverage
because of the uncertainty of future government programs.
In general, HIAA is more supportive of a government program
that would provide needed benefits after individuals have used

some designated portion of their own resources to pay for




7
I

131

.

care. In this way, government policf would be focused on —
helping individuals based on the adequacy of their own
resources, rather than a preset time period. Such a policy
should also prevent individuals from impoverishing themselves
as they currently do under Medicaid.

In addition, HIAA believes that the deductible for the
nursing home and home care benefits should be combined to
minimize incentives for overusing home care services because of
its significantly lower deductible. This deductible period, in
total, should be based on an individual’s resources rather than
a preset time period for nursing home care and a less costly
dollar deductible for home care. The home care benefit should
also be offered in a way that will minimize the substitution of
paid care for the vast amount of care that is currently
provided by informal caregivers.

HIAA continues to support state experimentation to develop
the most efficient and effective long term care financing and -
delivery system between the public and private sectors. We
believe that the evaluation of “hecs projects will provide
valuable knowledge to policymakers. In this regard, HIAA
supports federal legislation that would permit these state
experiments to take place.

In addition to questions raised about the general structure
of the néw program proposed by S. 2305, HIAA believes that the
linkage between the private insurance plans expected to fill
the 2-year exclusionary period and the public long term care
program needs further consideration. We welcome the
opportunity to sit down with you or your staff to more clearly
define and address these issues. Questions about the
coordination between the private and public sectors include:

o Why are different eligiblity criteria specified for
private insurance plans versus the proposed federal
program? How would beneficiaries be affected by these
different eligibility requirements across the two
different payors? ‘

o Who is responsible, both functiohilly and financially,
for the case management of patient services? Is the
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private sector responsible under private insurance and
the public sector responsible under the proposed federal
program? How will the process be made uniform and
consistent to serve the beneficiary in the most
cost-effective manner?

!

o Why are different provider eligibility criteria
specified for private insurance plans versus the
proposed federal program? How would this affect
beneficiary access to appropriate care?

Finally, HIAA questions whether this proposal is the best
way to spend an initial $18 billion to solve the nation’s long
term care financing problem. Given Medicare’s current
commitments and future promises, the cost of this new proposal
must be considered within the context of Medicare’s existing
fiscal responsibilities and costs. For example, the Part A
Trust Fund remains financially unstable, Part B premiums have
risen dramatically in recent years, and the new catastrophic
legislation will increase premiums and income taxes
substantially.

Given the aging population and health care cost inflation,
Medicare costs will continue to escalate in the future.
Because S. 2305 is financed on a pay-as-you-go basis, premiums
to cover the cost of the new program will skyrocket-or become
inadequate very quickly. HIAA supports the objective of S.
2305 to be ficscally responsible and we believe that other
public and private financing alternatives that rely on full

prefunding of benefits should be closely examined.
summary

In summary, HIAA believes that S. 2305 will serve as a
strong catalyst for further discussion on solving the nation’s
long term care financing crisis. Specifically, we believe that
the incremental recommendations for Medicaid reform and long
term care insurance tax clarification should proceed as a

necessary component of any responsible financing solution.
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And, in designing the structure of a future public and
private Qector financing arrangement, HIAA believes that more
_analysis needs to be done to determine the most effective model
for a shared responsibility and to determine the most fiscally
responsible system over the long run. We need to explore more
ways to achieve this balance before settling prematurely on an
untested concept.

HIAA believes that the flexibility of private insurance
initiatives offers the preferred approach to prefunding long
tern care for the majority of Americans. Private initiatives
also provide maximum choices and flexibility to informal
caregivers. And, over time, we believe private insurance will
help reduce public spending for this care.

Thank you, Mr. Chairman, for the opportunity to talk with
you today. We look forward to an on-going dialogue with you

and your staff as the bill moves forward.
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Foreword

hopping for health insurance can
be a very complicated matter.

There are always a lot of unfamil-

iar words and phrases to wade through
and differing costs of coverages to
understand.

Probably the single most con-

fusing aspect of it all is long-term care.
Because contrary to what most people

think, Medicare provides only very lim-

ited coverage for long-term care. It
covers only care of short duration, the
kind people may need right after
they've been in the hospital. This can
either be in a skilted nursing facility or
their own home. _

What most people aren’t
covered for—either by Medicare or
most private Medicare supplementary

policies—is long-term care in nursing
homes that serve people who will usu-
ally be there for the rest of their days.
Medicaid covers this but only after
people’s savings have become exhaust-
ed,

You owe it to yourself to
examine carefully all aspects relating to
this coverage and its cost. This bookict
will tell you in plain language r.uch of
what you need to know. I recommend
it for your careful reading,

Ww ns,

Otis R. Bowen, M.D.
Secretary
Department of Health
and Human Services
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any people want to know

how to buy insurance cover-

age that will protect them
from the potentially catastrophic
expenses related to long-term care.
However, most people do not know

what their chances are of ever needing
long-term care services, how expensive
these services can be or whether their

present health insurance coverage will

take care of them.

What is Long-Term Care?

of day-in, day-out help that you

could need if you ever have a
chronic illness or disability that lasts a
long time and you are unable to care
for yourself. You may never need
lengthy care in a nursing home (which
most people think is the only kind of
long-term care) but it’s possible that
some day you will need help at home
with daily activities such as dressing,
bathing, or walking.

To meet a range of long-term
care needs, there are many kinds of
long-term care services in addition to
the care associated with lengthy stays
in a nursing home or health care you
may need at home. Other services
include: aduli day care; respite care
(which helps family members cope
with caring for older persons at home);
care given in senior citizens or congre-

L ong-term care refers to the kind

gate housing; aide or chore services;
and friendly visiting services.

Some or all of these services
may be available where you live now
or plan to retire. However, this booklet
deals mainly with the two kinds of
long-term care covered by private long-
term care insurance policies that are
currently available: nursing home and
home health care.

The Consumer’s Guide to
Long-Term Care Insurance will also
help you gauge whether long-term care
insurance policies can help you meet
future expenses related to chronic ill-
ness or disability. To make this guide
easier to understand, technical terms
are ftalicized and defined the first time
they appear in the text; also, these
terms are defined in the Long-Term
Care Glossary in the back.

Medicare and Long-Term Care

T he fact is that neither Medicare
nor private Medicare supple-
ment insurance (or the health
insurance you have through your
employer) will pay for most long-term
care expenses,

Medicare supplement insur-
ance (Medigap) is private insurance
that is designed to help cover some of

the gaps in Medicare coverage—but
not long-term care. Some retirees are
covered by their group health plan
which ccmplements Medicare, but
these plans generally do not cover
long-term care either.

Although you may have Med-
icare as well as other health insurance,
you will be covered for expenses relat-
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ed to only a limited amount of skilled
nursing care. Skilled nursing care
refers to the kind of daily nursing and
rehabilitative care that can be per-
formed only by, or under the supervi-
sion of skilled medical personnel. The
care received must also be based on a
doctor’s orders.

This means you will not be
covered if you need the kind of
extended, intermediate or custodial
care associated with long-term nursing
home stays or if you need prolonged
bome bealth care on a daily basis.

Intermediate care refers to
occasional nursing and rehabilitative
care that must be based on a doctor’s
orders and can only be performed by,
or under the supervision of skilled
medical personnel. Custedial care is

care that is primarily for the purpose of
meeting personal needs such as help in
walking, bathing, dressing, eating or
taking medicine. It can usually be pro-
vided by someone without professional
medical skills or training.

Home health care may
include care received at home such as
part-time skilled nursing care, speech
therapy, physical or occupational thera-
Py, part-time services of home health
aides or help from homemakers or
choreworkers.

At present, there are a limit-
ed number of long-term care insurance
products available that do cover these
kinds of expenses. However, insurance
companies are developing more prod-
ucts as the demand for this kind of cov-
erage increases.

Will You Need Long-Term Care?

y the year 1990, about 7.7 mil-
B lion Americans over age 65 will

likely need some form of long-
term care.

But those 85 or older are the
most at risk for needing long-term care
services. In fact, statistics show that, at
any given time, 22 percent of those age
85 or older are in a nursing home.

At the same time, it is esti-
mated that 2 of 5 people age 65 or old-
er risk entering a nursing home. More
than half of those will need to stay 90
days or fewer; yet about 40 percent
will need to stay on average 2% years.
Only a small number ever stay over

five years.

While you may never need
nursing home care, home health care
or other long-term care services, you
still may wish to consider purchasing
insurance that covers many of these
services because of the risks posed by
the need for long-term care and the
costs involved.

Insurance, by definition, is a
way for you to share the costs of possi-
ble economic loss by contracting with
an insurance company to assume the
risk of such a loss in exchange for a
premium.
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How Expensive is Long-Term Care?

ong-term care can be very
l expensive. In 1986, a year in a

nursing home cost an average of
$20,000 to $30,000 (the cost often
depending on the area in which the
home is located) or about $2,000 per
month. At the most expensive nursing
homes, the annual cost could be as
much as $50,000.

Home health care provided
on an unskilled basis (help with groom-
ing or dressing) by a home health aide
three times a week for a year can easily

cost $440 a month or $5,300 a year.
Skilled nursing home care visits can

cost even more with three visits per
week for a year running as much as

$680 2 month or $8,200 a year.

It’s difficult to know' what
kind of care you may need or what the
costs will be, but knowing you will be
responsible for the majority of
expenses, you can begin to consider
what kind of insurance coverage you
need to buy.

Elderly Out-Of-Pocket Expenses
over $2,000/Yr

81%
Nursing Home

1.7% Dental
1.2% Drugs

10% Hospital

6% Physician Services
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Who Pays for It?

n 1987, over half of nursing home
I care expenses alone were paid

out-of-pocket by individuals or
families. Medicare paid for less than
two percent of the nation’s $41.6 bil-
lion annual nursing home bill and pri-
vate insurance paid even less.

In fact, Medicare will only help pay
for:

® Skilled nursing care up to 100 days,
and your admission to a facility must
be within 30 days of a three-day hos- _
pital stay. A physician must show
that your admission is necessary.*

@ Part-time skilled home health care
{but only if you are homebound, a
physician certifies the care is neces-
sary and provides a treatment plan
and the agency is Medicare partici-
pating). This is a very limited benefit
and does not cover services you may
need on a daily basis over an extend-
ed period of time.*

The other primary payer of
nursing home care expenses (over

42% ) is Medicaid, the government pro-
gram that is meant to provide help
with medical expenses to the poor. To
qualify for Medicaid, you (or your fami-
ly) either must already be “poor” or lit-
erally impoverish yourself—*“spending
down"” virtually zl! of your assets
(except your house). That happens to
about one half of the people who enter
nursing homes as “private-pay”
patients. A recent study showed that
those who pay for nursing home care
out of their own pockets are often
impoverished within six months to a
year. They then must turn to Medicaid
(public assistance) to pay part or all of
their expenses.

For those over the age of 60,
expenses for some home care services
are available under the Federal Older
Americans Act on 2 limited basis, such
as Meals on Wheels, homemaker and
home health aides. If you need such
services, contact the local Area Agency
on Aging listed in the phone book for
more information about them.

What Kind of Insurance is Available?

ou can buy private insurance
i that helps to cover major

expenses for long-term care.
(See Page 11 for where to write about
available policies.) There are a limited
number of policies on the market
today, but at least one is available in
each state. These policies help pay
expenses that may pose the highest risk
to ycu.

Almost all available policies
are “indemnity” policies, meaning they
pay a set amount (usually a certain dol-
lar figure per day) for care in a nursing
home or for home health care. No poli-
cy, however, provides blanket coverage
for all expenses and most policies on
the market today do not automatically
adjust ior inflation. This means a poli-
cy's bent fits are not necessarily tied to

*Legislation currently pending in Congress is expected to change Medicare's present skilled nursing
care and home health care benefits. All Medicare beneficiaries will be receiving details from insur-
ers and the federal government once the law goes into effect.
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future increases in the costs of long-
term care.

Each policy is priced differ-
ently. In 1986, costs ranged from about
$100 a year in premiums to more than
$2,500, depending on several factors:
Age—In general, the younger you are
when you buy a policy, the lower the
premium.

Elimination or Deductible Periods
—These periods are defined as the
number of days you must be confined
in a facility or the number of home
care visits you must have received

before policy benefits begin. Usually,
the longer the elimination or deducti-
ble period, the lower the premium.

Amount Paid and Duration of
Benefits—These vary from policy to
policy, but in general, the more money
the policy will pay or the longer the
benefit period, the more you will pay
tor the policy. For example, a policy
that pays $100 a day for up to five
years of nursing home care will cost
more than a policy that pays $50 a day
for three years.

What Kind of Care is Provided?

ong-term care policies may pay
l for skilled, intermediate or cus-
todial care in a nursing home.
Each policy may define these levels of
care differently and the definitions are
not the same as Medicare’s.

Some policies require you to
be hospitalized first before covering
nursing home care, and many require
that you receive skilled or intermediate
care before they will pay for custodial
care expenses.

Policies generally pay only for
expenses in facilities that:

® Are licensed by the state and partici-
pate in Medicaid and/or Medicare;
and

@ Meet the policy’s definition of skilled,
intermediate or custodial care.

This is why it's very impor-
tant for you to find out the kinds of
nursing homes in the area in which
you live or plan to receive care before
you buy a policy. Check the nursing
homes in your area to make sure they
fit policy definitions. If they don’t, you
may not be eligible for benefits.

Also, policies often cover
home health care services such as
skilled or non-skilled nursing care, and
homemaker and home health zides
although some policies require a prior
nursing home or hospital stay before
they will cover home health care
benefits.

What Kinds of Limits
11 policies contain limitations
and exclusions in addition to
age, elimination or deductible

are There?

periods, or the amount and duration of
benefits. Others you should study
before making a purchase are:




142

Pre-existing condiions—When you
apply for long-term care insurance, you
may be asked questions about the pre-
vious and current state of your health.
This is because an insurance company
generally requires that 2 certain period
of time pass before the policy pays for
care related to a health problem you
may have had when you applied. Such
health problems are called pre-existing
conditions. At this time, most compa-

nies use a six-month pre-existing condi-

tion limitation period. In some cases,
you may be denied coverage because
of your health status.

Eligibility—After a certain age, you
will be unable to buy a policy. Each
company sets its own age limit—usual-
ly around age 79. Most policies are
only available to those over the age of

55. It’s possible that both age limits
may change in the future, as new poli-
cies are developed and sold.
Renewability—This policy provision
is normally found on the first page of
the policy. It tells you under what cir-
cumstances the policy can be cancelled
by the insurance company or how pre-
miums can be raised. Most policies are
guaranteed renewable and cannot be
cancelled.

Exclusions—Policies may not pay for
long-term care related to mental or
nervous conditions, alcoholism, mental
retardation, or certain other health
conditions or situations. However, Alz-
heimer’s disease, and other organic dis-
orders, leading causes of nursing home
admissions, are generally covered.

What Kinds of Questions Should You Ask?

efore you consider buying long-
B term care insurance, you should

determine what kinds of
resources you have or plan to have to
take care of your long-term care needs.
For example, do you have savings, life
insurance, a pension that would help
pay for them? Would other family
members help you if necessary or
would you qualify for community serv-
ices that are income-related?

Be sure to read policies you

are considering carefully and compare

them. Don’t be afraid to ask an insur-
ance agent about anything that doesn't
seem clear in the policy. There is no
one solution for everyone in planning
for the future, but your financial plans
should include consideration of your
long-term care needs.

Here is a table to help you
compare and evaluate policies you may
wish to consider. Use it as a basis for
questioning an insurance agent or for
asking questions about promotional lit-
eratu~2 you may receive in the mail.
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Policy A Policy B

What Does Long-Term Care Cost?

1. What kinds of nursing homes are there in your area and how much do they charge for:

skilled nursing care? s permonth S per month
intermediate nursing care? s permonth $_______ per month
custodial/personal care? s permonth $_________ per month

2. What do home health care agencies in your area charge?

unskilled care $ ___ permonth $_________ per month
skilled care $________  pumonth $________ per month

How Much Does the Policy Pay?

3. What is the maximum amount the policy will pay for:

@ skilled nursing care $ —  perday § per day
® intermediate nursing care s per day ——per day
® custodial nursing care s perday $ — per day
® home health care H per day § per day
How Much Does the Policy Cost?
4. How much will the policy cost you over time?
1 year $ $
5 years $ s
10 years ) $
15 years $ $
5. Can the company raise your premium over time or under other circumstances?
Yes (] No [ Yes [ No (] !

If so, what are the circumstances?

What are the Benefits?

6. Does the policy provide benefits for the following long-term care expenses? If so, check which

kind.
® skilled nursing care Yes [] No (3 Yes [J No [}
® interm=diate care Yes [J No (] Yes (] No [
® custodial care Yes [] No (] Yes (1 No[J
® home health care Yes (3 No (D Yes [} No []
- T S S S
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Policy A Policy B
7. For how long will the policy’s benefits last?
® skitled nursing care? ——days days
@ intermediate nursing care? days days
® custodial nursing care? ———days days
[ hor;xc health care? days ——days
® alf of the above services? days e days

8. Does the policy cover Alzheimer’s disease if you developed it after you purchased the policy?
Yes [ No (3

Yes [] No (]

9. Does the policy provide benefits if you need care away from the area in which you live or if

you move to another state?

Yes (J No (] Yes (3 No O
10. Will the policy provide benefits if you have similar coverage with another policy?
Yes [1 No [J Yes [] No (J
What are the Limits?
11. What is the elimination or deductible period before benefits begin?
® nursing home care days days
¢ home health care days days
12. What is the pre-existing condition limitation period?
months months
13. Can the company cancel or refuse to renew the policy?
Yes [1 No (] Yes ( No [J
If there are conditions, what are they?
14a. Is a prior hospital sta'y required before the policy will pay for:
# days # days
® skilled nursing care Yes (] No (3 Yes (] No D
® intermediate nursing care Yes [J No Yes [J No []
® custodial nursing care Yes (] No [] Yes (] No OO
b. Is a prior skilled nursing home stay required before the policy will pay for:
# days # days
® intermediate care Yes (] No O Yes (] No [
® custodial care Yes [J No O Yes [] No[J
. Is a prior nursing home stay required before the policy will pay for:
# days # days
® home health care Yes (G No [J Yes (1 No [
15. Are there other limitations or exclusions that concern you?
Yes [J No O Yes [J No (J

® If so, what are they?
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Long-Term Care Glossary

T he following definitions of com-
monly used long-term care
terms may differ somewhat from
those found in long-term care policies
you may consider. In many cases, they
also differ from those definitions Medi-
care and Medicaid use:

Skilled nursing care is daily nursing
and rehabilitative care that can be per-
formed only by, or under the supervi-
sion of, skilled medical personnel. The
care received must be based on a doc-
tor's orders.

Intermediate care is occasional nurs-
ing and rehabilitative care that can only
be performed by, or under the supervi-
sion of, skilled medical personnel. The
care reeeived must be based on a doc-
tor's orders.

Custodial care is care that is primarily
for the purpose of meeting personal
needs such as help in walking, bathing,
dressing, eating or taking medicine. It
can be provided by someone without
professional medical skills or training,
but must be based on a doctor’s orders.

Home health care may include care
received at home such as part-time
skilled nursing care, speech therapy,
physical or occupational therapy, part-
time services of home health aides or
help from homemakers or chorework-
ers.

Skitled nursing facility is one

licensed by the state and one that may
be certified by Medicare and/or Medi-
caid to provide skilled nursing care. It
may also provide intermediate or cus-
todial care.

Intermediate care facility is one that
is licensed by the state and one that
may be certified by Medicaid to pro-
vide intermediate care. It may also pro-
vide custodial care. It can provide Mcd-
icare or Medicaid-covered skilled
nursing care only if it has been certi-
fied to do either one.

Medicaid is the joint state and federal
program that states have adopted to
provide payment for health care serv-
ices to those with lower incomes or
with very high medical bills. It does
provide benefits for custodial and home
health care, once income and assets
have been “spent down” to eligibility
levels.

Medicare is the federal program that is
designed to provide those over age 65,
some disabled persons and those with
end-stage renal disease with help in
paying for hospital and medical
expenses. It does not provide benefits
for long-term care.

Medicare supplement insurance
(Medigap) is private insurance that
supplements or fills in many of the gaps
in Medicare coverage. It does not pro-
vide benefits for long-term care.

10
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Who Offers Long-Term Care Insurance?

here are policies available now
T in every state and many compa-

nies are in the process of devel-
oping policies.

You may wish to contact
your state insurance department or
insurance agent for more information.
Or, for a list of private insurers offering
products in your state, write to:

Health Insurance Association of America

Information Services

1001 Pennsylvania Avenue, N.W.
Washington, D.C. 20004-2599

Additional Reading

dditional publications about
health care coverage and long-

term care are available to older

American Association of Homes for
the Aging

1129 20th Street, N.W.

Washington, DC 20036

Telephone: 202/296-5960

Brochures describing continuing care
communities.

American Association of Retired
Persons

Health Advocacy Services

1909 K Street, N.W.

Washington, DC 20049

Telephone: 202/872-4700

Booklets and pamphlets on long-term
care choices for older Americans.

American Health Care Association
1200 15th Street, N.W.

Washington, DC 20005

Telephone: 202/833-2050

Various pamphlets about long-term
care facilities.

Americans or their adult children from
government agencies and other organi-
zations.

Council of Better Business Bureaus
1515 Wilson Boulevard

Arlington, VA 22209

Telephone: 703/276-0100

Written materials on home care and
nursing homes.

Health Insurance Association

of America

1001 Pennsylvania Avenue, N.W.
Washington, DC 2000-4-2599

Heaith Insurance Hot-Line:
1-800-423-8000

Booklets on health insurance in general
and how private insurance works with
Medicare. Health insurance hotline.

National Consumers League
815 15th Street, N.W.

Suite 516

Washington, DC 20005
Telephone: 202/639-8140

Consumer’s guide to life care
communities have health and -
ambulatory factsheets on Medicare.

11
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National Council on the Aging
600 Maryland Avenue, S.W.

West Wing, Suite 208

Washington, DC 20024

Telephone: 202/479-1200

Several guides concerning long-term
care and Medicaid, community
resources, housing options and long-
distance caregiving.

State Insurance Departments

Some have consumer education
programs for older Americans about a

range of insurance-related topics,
including Medicare, Medicaid, Medigap,
and long-term care insurance. Contact
the department in your state for further
information.

Social Security Offices

(Most Cities)

Several publications including Your
Medicare Handbook as well as
brochure«, pamphlets on Medicaid, and
other government programs for the
elderly.

12
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STATEMENT BRY
SENATOR JOHN H. CHAFEE
AT
HEARING OM
S. 2305, LONG TERM CARE ASSISTANCE ACT DOF 1877
ON
JUNE 17, 1888

Mr. CHAIRMAN, | COMMEND YOU FOR HOLDING THIE SECOND HEAREING
oN S. 2305, THE LoNG-TERM CARE ASSISTANCE AcT of 1988. | aM prouD
TO BE A COSPONSOR OF THIS LEGISLATION AND AM GLAD TO HAVE THE
OPPORTUNITY TO HEAR ADDITIONAL COMMENTS ON HOW WE MIGHT IMPROVE OUR
BILL.

EvERY DAY | RECEIVE LETTERS AND CALLS FROM RHODE ISLANDERS
CONCERNED ABOUT THE GAPS IN OUR HEALTH CARE SYSTEM. THE BIGGEST
FEAR OF OUR SENIOR CITIZENS IS HAVING TO DEPLETE THEIR LIFE SAVINGS
ON THE HIGH COST OF PRESCRIPTION DRUGS AND LONG-TERM CARE. [HE
CATASTROPHIC ILLNESS PROTECTION ACT THAT THE SENATE PASSED LAST
WEEK 1S A POSITIVE FIRST STEP TOWARD ADDRESSING THESE PROBLEMS AND
PROVIDING MORE COMPREHENSIVE LONG-TERM CARE FOR OUR ELDERLY
POPULATION.

BUT WE HAVE A LONG WAY Tu GO-. | RECENTLY HELD A HEARING
IN RHODE ISLAND THAT FOCUSED ON HOME HEALTH CARE SERVICES AND LONG-
TERM CARE. THE TESTIMONY REINFORCED MY BELIEF THAT MOST PEOPLE DO
NOT WANT TO LIVE IN AN INSTITUTION OR NURSING HOME, OR GO TO THE
HOSPITAL EXCEPT AS A LAST RESORT. PEOPLE WANT TO LIVE IN THEIR OWN
HOMES, WITH THEIR FAMILIES, FOR AS LONG AS POSSIBLE. THERE IS
CURRENTLY AN INSTITUTIONAL BIAS THAT PERVADES OUR ENTIRE HEALTH
CARE SYSTEM IN THE UNITED STATES. OUR SYSTEM SEEMS TO SAY THAT If
YOU ARE REALLY SICK AND NEED HELP YOU WOULD BE IN A HOSPITAL OR
NURSING HOME RATHER THAN LIVING AT HOME. NOTHING COULD BE FURTHER
FROM THE TRUTH.

| BELIEVE THAT IF WE ARE INTERESTED IN TRULY ASSISTING THE

ELDERLY WHO FACE A SERIOUS ILLNESS, WE MUST RESTRUCTURE AND EXPAND
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OUR EXISTING PROGRAMS TO PROTECT THE FINANCIAL INDEPENDENCE OF THE
ELDERLY AND PROVIDE A BROAD RANGE OF COMMUNITY AND HOME-RASED
SERVICES TO HELP THEM REMAIN IN THEIR OWN HOMES FOR AS LONG AS
POSSIBLE. AND PROVIDE ACUTE CARE, INSTITUTION BASED SERVICES WHEN
NECESSARY.

THe LoNG-TERM CARE ASSISTANCE ACT MEETS THESE GOALS. It
EXPANDS THE MEDICARE PROGRAM AND PLACES THE EMPHASIS WHERE IT
BELONGS -~ ON PROVIDING SERVICES IN THE HOME. RESPITE CARE AND HOME
HEALTH CARE WILL RE AVAILABLE WHEN THEY ARE NEEDED. HOWEVER, THIS
EMPHASIS 1S NOT CREATED AT THE EXPENSE OF MORE INTENSIVE NURSING
HOME CARE. OUR PROPOSAL WILL PROVIDE FINANCIAL ASSISTANCE FOR
NURSING HOME CARE AFTER A TWO-YEAR EXCLUSIONARY PERIOD. THIS WwILL
ENABLE EVERY INDIVIDUAL TO PLAN FOR THE FUTURE BECAUSE THEY WILL
KNOW IN ADVANCE WHAT THEIR FINANCIAL LTABILITY WILL BE IN THE WORST
CASE SCENARIO.

BECAUSE OUR PROPOSAL WOULD CREATE A DEFINED RISK, WE HOPE IT
WILL ENCOURAGE PRIVATE INSURANCE COMPANIES TO BEGIN TO OFFER LONG-
TERM CARE COVERAGE- [NDEED, IN ORDER FOR THE SYSTEM TO BE
SUCCESSFUL, PRIVATE SECTOR INVOLVEMENT IS ESSENTIAL.

IN OUR DISCUSSIONS TODAY WE MUST REMEMBER ALSO THE
CHRONICALLY ILL POPULATION UNDER 65. MANY OF OUR NATION’S CHILDREN
ARE WITHOUT THE HEALTH CARE THEY SO DESPERATELY NEED. MORE THAN
ONE THIRD OF THOSE WITHOUT ANY HEALTH CARE INSURANCE LIVE IN
FAMILIES WITH INCOMES BELOW THE POVERTY LEVEL, ANOTHER ONE THIRD
LIVE IN FAMILIES WITH INCOMES BETWEEN 100 AND 200) PERCENT OF THE
POVERTY LEVEL. FOR FAMILIES WITH A CHRONICALLY ILL CHILD, EVEN IF
THEY DO HAVE PRIVATE HEALTH INSURANCE, THEIR PERSONAL SAVINGS AND
INSURANCE BENEFITS CAN BE QUICKLY EXAUSTED. THEY HAVE NOWHERE TO
GO BUT INTO POVERTY TO QUALIFY FOR MEDICAID RENEFITS.

OUR HEALTH CARE SYSTEM IS A PATCHWORK OF PROGRAMS WITH MANY
HOLES THROUGH WHICH MILLIONS OF PEOPLE ARE FALLING. S. 2305, THE

SUBJECT OF OQUR HEARING TODAY, FILLS ONE OF THOSE GAPS-.
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STATEMENT
of the

AMERICAN ASSOCIATION OF RETIRED PERSONS

Thank you, Senator Mitchell. My name is Iouise Crocks, and I am the
President of the American Association of Retired Persons (AARP). On behalf
of the more than 29 million members of AARP, I want to cammend you for your
strong and positive leadership an the issue of long-term care. As with
your efforts to improve quality of life in nursing homes, to prevent
impoverishment of the spouses of mursing hame residents and to add a
prescription drug benefit \,o Medicare, I believe your serious attention to
camprehensive long~-term care will spark productive legislation. The
Association is pleased that your long-term care bill begins to move this
critical need from a welfare-based to an insurance based systenm.

There are few catastrophes which can strike a family that lead to
greater financial and emctional devastation than a long-term disabling
illness. And there are few for th.ch society offers so little help. Our
cauntry's only long-term care program, Medicaid, is a welfare program which
often robs families of dignity and independence. Our society is already
paying the costs of long-term care, but in a way that places inordinate
burdens on the victims of chronic illness and their families. The issue
for federal policy is how to spread the burden so that the costs to any one
person will be small, while offering protection and appropriate care to
all. The answer will be found in a social insurance rather than welfare
approach.

I will focus my remarks on four areas: (1) eligibility requirements;
(2) review/case management; (3) home and community-based benefits; and (4)
rursing hame benefits.

AIMINISTRATION

Long term care is potentially needed by persons of all ages, not just
the elderly. Seven million American households today have a child or adult
member who is chronically 111 or disabled. Millions of chronically 111
children and adults who need long-term care are outside of the current
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Medicare/OASDI system and not covered urder private insurance. The lack of
coverage of in-home and cammmnity services, in particular, poses enormous
burdens for these families. The Association recognizes that providing
long-term care coverage for these groups under Medicare will raise the
overall cost of the program, and we hope that we will have the opportunity
to propose possible financing sources during future hearings on this topic.

I want to stress that the Association and its leadership are
reluctant to expand long-term benefits for the elderly without also
addressing the needs of the yourg. ﬁn@hﬂivid@smw&il&mam
our grandchildren, and we are as concerned about the burdens being placed
on families of chronically ill children as we are about the burdens being
_ placed on families caring for frail older relatives. We hope that you will
give serious consideration to =xpanding your proposal to include these
younger groups in order to stimulate national debate on this issue.

The Association concurs with your decision to base eligibility for
benefits on cognitive as well as functional impairments. Because the
definitional issues are camplex, we neoaxmend that an expert commission be
established to assist the Secretary in refining eligibility criteria and in
developing a national, uniform assessment scale. How, for example, will
inability to perform activities of daily livj.r;g (ADLs) without human
assistance be measured? How will fluctuations in an individual's ability
to perform certain activities at different times of the day or in different
settings be rated? What training will be needed by those conducting the
assessments? It will also be critical for such a commission to examine who
would and would not be included under the definition of functional
impairment specified in the bill and to assess various measures of

cognitive impairment.

Review/Case Management
The process of case management seems to hold the best promise for both

helping individuals secure services most appropriate to their needs and
controlling any i:hppmpriate utilization. The states with the most
canprehensive long-term care programs have found that providing for

i
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individual needs assessments by indeperdent case management agencies allows
goverrment to meet long-term care needs in a cost-effective manner.

The bill would establish "eligibility review organizations" to
determine eligibility for benefits uder the program. It is not c%ea:
whether these organizations would also coordinate services for individual
clients, contract with providers to deliver care, and monitor the quality
of care provided, all of which are important case management functions.

It is noted that the Secretary of HHS would certify and contract with
agencies or organizations for case management services. We are not
certain if this provision would take full advantage of states' exprerience
in administering long-term care services provided under Medicaid, the Older
Americans' Act, the Social Services Block Grant(SSBG), and other programs.
Because states have a "track record", we believe they should be given a
significant role in the administration of the new program with appropriate
federal oversight. Both service delivery systems and the profiles of long-
term care populations vary widely between and within the states, and
states will need to have the flexibility to tailor programs to meet their
distinctive needs. In a poll comducted for AARP and the Villers Foundation
this past summer, voters indicated by a 5 to 3 margin that they would
prafer a federally funded long-term care program administered at the state
rather than the federal level.

In determining eligibility for the program, in-person assessments and
interviews with caregiver(s) will be critical to gathering accurate
information about individuals' functional amd health status, social
supports, and preferences about living and service arrangements. And in
developing care plans, it will be critical to focus on individuals'
strengths rather than weaknesses in order to maximize their independence.
The provision in the bill which would permit eligibility determinations to
be limited "in aépropriate cases (as determined by the Secretary) to a
review of documents" could encourage paper reviews leading to inaccurate
ard inequitable coverage determinations. Even in exceptional
ciraumstances, such as when individuals are both bedridden and cognitively
impaired, we believe they should have the right to discuss their needs and
preferences directly with case managers. Similarly, case managers should
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be required to discuss coverage detemmiriations with beneficiaries amd to
give them same choice in providers. 4

The "eligibility review organizations" would be required to notify
applicants of their eligibility within 60 days, a period we think is far
too long. Older persons experiencing a major illness or other life crisis
camnot wait that long for a decision.

We welcome the language in the bill entitling beneficiaries to appeal
decisions made by the eligibility review organizations, and the fact that
benefits will be contimued beyord the reconsideration and administrative
law judge stages. We would favor an additional stipulation that the
reconsideration decision ke made by sameone other than the indivicual or
individuals who made the initial denial. Further, we would urge
contiruation of benefits through one additional level of review, i.e., a
Bureau of Hearings and Appeals ruling.

PROGRAM BENEFITS
We are pleased.that the bill encompasses in-hame as well as
institutional care services, but are concerned that the benefit package for
hare and cammunity sexvices is not broad enocugh, and that many older
Americans will find the two-year deductible period for mursing hame
benefits very burdensaue.

Home & Commnity Care

The bill would add homemaker and chore aide services to current
Medicare hame health benefits. The Association believes that a broader
array of home ard camunity-based services should be covered under the
bill, including adult day care, transportation, companion services, home-
delivered meals, and home adjustment egquipment.. Since the bill is intended
to provide the maximum opportunity for older persons to remain in their own
homes as long as possible, it will be critical to give case managers
flexibility in arranging services to meet individual needs. In addition,
case managers must be able to substitute less costly, non-medical services
whenever appropriate. In same cases, for example, campanion services may
be less costly and equally as effective as hamemaker/chore aides. And it
may be less costly to-provide home-delivered meals to a hamebound person
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than to pay a homemaker/aide to cook arxd prepare meals. Adult day care can
also cost less than the one-to-one provision of home health care. For
example, in South Carolina's Medicaid waiver program, an adult medical day
care package, including physical therapy as well as personal care, meals,
and other services, costs $40 per day campared with a $60 charge for one
physical therapy session in the home.

Evidence suggests that providing a broader array of services would
not lead to significantly higher costs. In the channeling project
demonstration sites where case managers were able to purchase a very wide
range of services to meet client needs, services such as those mentioned
above represented only 14% of average monthly expenditures per client. The
services to be covered under the bill, including hamemaker/personal care
aides, skilled nursing care, and hame health aides, represented 86% of
these monthly costs. Thus, while cost savings might not be achieved by
adding new services, these data suggest that any cost increase would be
small. Yet such services can make a crucial difference in maintaining
independent living. A broader service package would also maximize
individual case managers' creativity in arranging service packages and give
consumers more choice.

Language needs to be added to the bill to assure that the post-acute
services currently covered under Medicare—-home health care, hospice, and
skilled nursing facility (SNF) care—will not be reduced or duplicated -
under the new benefit. We would recammerd that the current program be the
primary payer in situations where a person is eligible for benefits under
both this program and current Medicare post-acute services. It will be
important to assure that new home care benefits be permitted to supplement
current Medicare benefits, without' jeopardizing coverage under either
program. We also-believe that currently covered Medicare SNF days should
be counted toward the 2 year deductible for institutional care.

AARP is concerned that the $500 deductible for home care benefits will
be a barrier to the use of such services by lower and middle income
individuals. Upper income individuals would have incentive to purchase
high cost services in order to meet the deductible in less than one month.
In contrast, many poor and middle income persons could not meet the

L,
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deductible for a much longer pericd, or might forego needed services. It is
important to underscore that the disabled elderly living in the comumnity
are more likely to be poor. While those below the official federal poverty
line would be protected due to the Medicaid buy-in provision in the bill,
those just above the poverty line would be hard pressed to meet the
deductible. Recent data from the 1984 Supplement on Aging of the National
Health Interview Survey indicate that elderly persons with incames between
100-149% of poverty are more likely to experience ADL limitations (28%)
than those whose inccmes exceed 200% of the official poverty line (18%).
Yet ancther prcoblem with a dollar deductible is that it does not reflect
regional variations in the cost of hame care services.

The bill limits hame care services to those provided in a place of
residence used as a individual's hame. Because board and care hames and
supportive housing arrangements often house large mumbers of severely
disabled persons, we favor language that explicitly includes these
settings.

The Association is pleased that the payment cap will be determined an
an armual rather than a monthly basis. Many camunity care coordinators
report that costs are almost always higher during the initial period of
eligibility, which often follows an acute health care crisis or
hospitalization and when patients need more intensive rehabilitation and
support. Amnrwalized costs should allow for variation in client needs over
time. In addition, concideration should be given to determining if there
are particular groups of beneficiaries who have extraordinary needs and
whose costs should be permitted to exceed the cap, e.g. up to 90-100% of

the cost of SNF care.

Respite Care

Happily, we anticipate enactment of catastrophic legislation which
will include a modest respite care benefit. Experience gained from that
benefit will be instructive for the manner in which respite care is fully
implemented in camprehensive long-termn care legislation. We believe that
given the proposed expansion of hame care benefits in the Mitchell bill,
respite care would more appropriately be listed as one of the services
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available, rather than as a separate benefit. Respite care defines the
goal of care—which is to provide short-tem relief to caregivers—-rather
than the service itself. It way be provided in a variety of settings,
e.g.,the hame, an adult day care center, nursing home or hospital.

As drafted, the bill would require a 503 copayment for respite care
services up to a maximm of $2,000 per year. Medicare beneficiaries would

be eligible if they reside with ane or wore family members who provide
unpaid assistance in the perfonmance of 2 or more ADIs. We are not
certain how this provision would be differentiated from the
homemaker/chore benefit, in which persors with 2 or wore ADL depndencies
wauld be eligible for homemaker services following an annual deductible of
$500 per year and a 20% copayment thereafter. For those who have a
caregiver, homemaker assistarce would represent both a hame care benefit
and a respite benefit. Would the beneficiary pay a 2(-)& or 50% copayment?
Ancther possible problem with t.he proposed benefit structure is that it
would not be fair to deny hame care benefits to otherwise eligible persons
simply because they have a family caregiver available. Since we recammend
adkding day care to the list of covered cammnity services, we see little
reason for a separate respite care benefit for in-hame or day care.

In order to make the program cost-effective and to encourage contirmued
family support, case managers should make efforts to arrange informal
services before authorizing formal services. At the same time, the program
must recognize the stresses experienced by family caregivers and their need
for relief. Thus, the legislation should specify that providing relief to
caregivers is a legitimate reason for case managers to authorize home care
or day care services for beneficiaries who meet the eligibility criteria.
Since respite care would fall under the cap on allowable costs, and
because there is wide evidence that caregivers underutilize those respite
care services which are available, this change would not lead to
significantly higher costs, and perhaps to cost savings.

: I I i

Wo have very serious reservations about the distributional effects of
the two year deductible period for musing hame care. Data from many.
sources show that the great majority of mursing hame residents would "spend

ke
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down" onto Medicaid before the deductible is met and would not benefit from
this aspect of the program. Instead, the likely beneficiaries would be
upper middle and upper income individuals. We question whether it is wise
social policy to allow new public dollars for this benefit to accrue
primarily to chose who are most able to pay, particularly when Americans of
allwamicstauswillbeaskedtoconttibutetmrdthecostsoft;he
program.

In considering the impact of this proposal, it is important to remember
that nursing home residents are disproportionately poor, female, single,
and old. According. to the 1985 National Nursing Hame Survey, persons aged
75 ad over account for 84% of all residents, ard persons aged 85 and over
for 45%. Three—quarters are women, and 89% are urmarried (widowed,
divorced, or never-married.)

Qurently, 40% of mursing hame residents rely primarily on the
Medicaid program to pay for care in the first month of a nursing home stay.
According to an analysis conducted for the House Aging Camnittee, 67% of
persons aged 65 and over would deplete both their income and financial
assets within one year of mursing hame care. The recently published
Brookings study irdicates that the median incame and financial assets of
those aged 65-74 in 1986-1990 (about $32,000) is just barely sufficient to
meet the cost of one year of nursing hame care, which averages around
$24,000 per year. The average for those aged 75-84 (about $18,000) would

not be sufficient, and that of those aged 85 and older (about $13,000) is
only about half of what would be required to meet a one year deductible.

Because the vast majority of nursing hame admissions (72%) are under
two years, the vast majority of those who need such care would not be
eligible for the new benefit. The primary beneficiaries would be the
minority whose length of stay exceeds two years apd who do not became
eligible for Medicaid within mis_period--tmse in upper incame groups.
While lowering the deductible period to one year would be an improvement,
it is also important to note that 63% of musing hone admissions are under
one year. )

Another serious concern is that the structure of the proposal will
risk retaining the current "two-class" system of care under which Medicaid
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patients have difficulty cbtaining access to mursing hame care. Since the
bill does not affect certificate of need limitations and bed shortages,
providers will be able to pick and choose among the highest bidders. As in
the case of hospital "dumping", mursing home providers may try to minimize
adnmissions for uninsured beneficiaries. In addition, the approach will
perpetuate and possibly exacerbate the two-tiered delivery problem, where
private pay and insured residents receive better food, private roomws, and
additional amenities campared to Medicaid beneficiaries. Finally, pre-
screening of nursing home applicants, as called for in the bill, is
critical but problematic with a 2 year waiting pericd.

If our nation is to achieve a cost-effective long term care system
which addresses the needs of our most vulnerable citizens, public sector
coverage for rnursing hame care must be camprehensivg, as opposed to
providing solely "front-end" or "back-end" protection. While we have very
serious concerns about providing coverage only after the two year mark, we
also have reservations about providing such coverage for only 6 months.
Each approach has different strengths and weaknesses, but both risk setting
uptwotiexedsystensofcam, creating perverse incentives, and having a
number of unintended consequences.

THE ROLE OF PRIVATE INSURANCE

Since the role of private insurance will be addressed in a future
hearing, we will camment on this aspect of the bill only briefly.
By providing for a very substantial deductible period, the bill apparently
assumes that a substantial proportion of the elderly would and could
purchase private lorg-term care insurance to protect themselves during this
period. This assumption, however, ignores the limitations of the private
insurance marketplace. First, for many older persons, the premiums for a
policy that would adequately cover the deductible period may be
unaffordable. Moreover, the Brookings study has shown that those who are
able to purchase such policies are not, by and large, the same pecple at
the greatest risk of institutionalizatiam.

Second, private insurers camnot sell to those with potentially
disab! ing medical conditions and those who are at high risk of needing such
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care. Unlike a more comprehensive approach, the bill offers virtually no
protection to the hurdreds of thousands of elderly persons with pre-

existing conditions.

Third, private insurance is essentially unavailable to the old old.
Most insurers do not offer policies to those over age 80 or 85, or, if they
do, the prices are very high. We should not develop a new, public/private
long-term care program that ignores those most in need.

And, even if one assumes that a substantial majority of the elderly
can afford private policies (which we think is a very generous assumption),
this does not necessarily mean that such policies will provide sufficient
protection to prevent most residents from spending down onto Medicaid
prior to the two year mark. Policies typically have a variety of
limitations which reduce the protection they offer, such as prior
hospitalization requirements and indemnity levels that do not increase with
inflation. ‘mile it is true that the newer generation of policies is
providing samewhat better protection, the inability of insurers to
adequately predict future utilization pattems will mean that they will
move forward cauticusly.

CQONCLISTION

The Association welcames this serious proposal to reform ocur nation's
long term care system, and we look forward to working with members of this
Camittee in improving it. We share the Camittee's concerns that any
proposal must be fully funded and not add to the federal deficit, and hope
to have the opportunity in future hearings to propose- financing options
which would permit more comprehensive mursing hame coverage as well as
coverage for younger Americans.
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STATBMENT OF

Richard E. Qurtis

on
Long Term Care Insurance
Mr. Chairman, ny name is Richard E. Curtis and I am President of the

Center for Health Policy Development and in that capacity, serve as Executive
Director for the National Academy for State Health Policy. The Center is a
non-profit organization recently established to encourage the developnent of
innovative financing and delivery strategies to improve health outcomes. A
principal function of the Center is to provide analysis and staff support to
the Academy, which has been formed to bring together the best state policy and
operational expertise to analyze health and long-term care issues, and develop
strategies that will iuprove accessibility, quality and affordability. Each
of the Acadeny's standing conadttees are cmposeci;f accomplished individuals
from a range of agencies, including insurance commissions, aging and Medicaid

agencies, health departnents and state university health policy institutes.

Mr. Chairman, your leadership in seeking a substantually improved and
workable federal role in long-term care financing is to be commended. 1
appreciate the opportunity to pr;vide infoomation that I hope will be useful
to you and other nembers of your subcommittee as you further consider the role

of private long-term care insurance vis-a-vis the roles of federal and state

governtent.

My coaents will focus on the potential for long term care insurance of
case managenent systens and concepts developed by states, and are largely
based on a report for the John A. Hartford Foundation developed by nyself and
Ed Neuschler of the National Governors' Association Center for Policy Research
(where until recently I was Director of Health Policy Studies) and Diane
Justice of the National Association of State Units on Aging. You nay also
wish to consider the potential of such state systems and concepts for further

refinenent in the structure of benefits under your bill. .
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Largely in response to the growing awareness that long-term care is the
leading cause of catastrophic health care cost for the elderly, a market for
private LTC insurance is efterging. The mmber of insurance companies known to
be offering such products has grown from 16 in 1983 to around 80 earlier this
year, while growth in the mumber of policies in force has been from about
158,000 to 500,000 during the same period.

As the structure of your bill xec:ognizes, however, eldefiy persons do not
just want to protect their assets from being depleted by an extended nursing
hone stay. They ge};erally express a strong preference to remain in their own
hones if at all possible. This preference is reflected in market pressure on
insurers to develop and offer policies that cover long term, supportive care
in the client's home as well as institutional care. The major question facing
insurers interested in meeting this dunand is how to design products that will

provide the services people want at premiums they can afford.

Many states have wrestled with essentially the sawe issue, as they have
designed alternative hone and conmunity based care systems to maintain
low-incone elderly in need of Long Term Care in their own hanes, and thus
avoid or at least delay placement in nursing homes at greater public expense.
In virtually every case where a state has successfully implemented such a
system without signficiant LTC cost increases relative to growth in the
elderly population, case management has been a critical elenent. Is is used
to: assess clients' need for care under state guidelines; identify and
coordinate the multiple services often needed by frail elderly; authorize the
awount and type of sarvices which will be covered under an individual's plan
of care; and control the total cost of such individual care plans while making
a broad array of alternative services available to best meet an individual's

specific needs..

Because our country's experience in developing and financing such hare
based long term care systems has been through state prograns, it is sensible
to ask whether and how insurers or their clients could benefit from state

experiences in developing LTC products. A recent initiative in Washington
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State provides an important example for potential public and private sector
partnerships in this arena. Blue Cross of Washington and Alaska has
contracted with the sane network of local LTC case managenent agencies used by
the state for its public LTC programs to perform needs assessnent, to develop
plans of care, and recommend whether or not to activate benefits for its LTC
insurance plan, "Lasting Care™. Many program standards and definitions
developed by the state to govern case management under public programs are
being adopted or adapted by Blue Cross.

The Blue Cross/Washington State initiative illustrates the potential for
private insurers to benefit from the state experience in developing and
financing conmunity based LTC systens, and provides an exanple of how the
public and private sectors can each further their own objectives through
collaboration. It specifically exenplifies, at least in part, the most direct
and extensive use that insurers (or the federal govermment) could nake of

state LTC experience: contracting with the state developed system. It should
be noted that Washington State has developed one of the nost comprehsnvie
statewide systems of publicly financed conmunity care systens in the country.

Other such states include Maine, Oregon and Arkansas.

In the context of current federal program structures, an important
question for state policy is whether the Blue Cross/Mashington State
initiative could be replicated elsewhere or, more generally, how private LTC
insurance plans could benefit from state hone and connunity based LIC
experience. To explore these question, a day-long synmposium was convened in
Janaury 1988, Symposium participants, chosen for their individual expertise
in LTC issues, included insurers (both Blue Cross and conmercial), state and
local LTC program managers, private consultants and researchers, ard a

consuner group staffer.

A brief sunmary of the insights provided by individual expertise and
collective interaction of symposium participants follows. In general,
insurers are under strong market pressure to develop LTC products that cover

hone care,“but most insurers do not have in-house expertise or previous
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experience of their own in this area. Thus, insurers at the symposium
generally expressed great interest in learning what they could from state BIC
experience. They were not interested in approaches that had not yet proved
their worth in the field, but they did want hard information about what
technologies had worked.

Because insurers do not know where to find information on state LTC
program elements and technologies that might be useful to them, a national
clearinghouse on "best practices" in home and community based LTC was
suggested. Many exanples of state—of-the-art practice exist, but no one
person or organization knows about all of them. Such a clearinghouse was also
seen as greatly benefiting public program managers in states where alternative
LTC programs are not yet well developed and as potentially invaluable to a

federal LTC program.

while many elements of such state LTC programs might be useful to
insurers, the discussion at the symposium focused largely on case managetent
functions, i.e., client authorization, care planning and coordination. (Those
current insurance plans that do provide substantial coverage of hone care

benefits typically leave it up to the client to find the covered services.)

One traditional function of case managenent in which insurers are very
interested is assessing the client's need for care. Care planning and
coordination is the other case manaagenent role of interest to insurers.

There are two ways of viewing this aspect of case nanagenent: as a benefit to
the client and/or as a risk/cost managetent tool for the payer. Help with
locating and organizing care is sotething potential clients are aware they
will need and want their insurance policy to cover. Insurers indicated they

“would plan to market case management as a benefit to the client, even if they
also plan to use it for risk/cost managerent purposes.

A major dialogue ensued over whether case managetent is an effective risk
managerent tool. Although insurers present were not fully convinced that case
managetent can control utilization of LIC services, state officials generally
expressed satisfication that case management has allowed them to affordably

offer hone and conaunity based services to state program beneficiares.
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Concern was expressed by some insurers that the current state of the case
management art is too subjective and non-standardized to project expected
utilization and develop actuarially sound rates. Further, sone insurers fear,
the perceived subjectivity would make them liable to lawsuits from clients
dissatisfied with their care plans. A clear agreement was not reached on this
issue. Practitioners®' response to these concerns differed for the two rain
aspects of case man:gement. The technology for assessing client functional
status is relatively well developed, it was noted. Several instrunents are
available; and high degrees of inter-rater reliability have been reported,
once app_ropriabe training has been given. While care planning was seen as more
variable and subjective, this was viewed as appropriate to neet individual

client circumstances and needs.

Several reasons were offered as to why an insurer might want to buy into
an existing case management system developed by a state (as in Washington
State) . Significant start-up costs would be required for a separate system
and, since service volure is expected to be quite low in the early yzars of a
new LTC product, sharing a system offers economies of scale. Insurers may
value access to the local provider network, and clients may be less likely to
feel that an independent case manager has a financial incentive to deny

tenefits. However, insurers would not even consider contracting for case

managenent services provided directly by a state agency because they believe
that potential clients would nog buy such a product. Instead participants
discussed a system, similar to that used in Washington State, under which both
the state financed public LTC system and private insurers offering LTC
products would use the same local case management agency to assess clients'
need for care and arrange services. Blue Cross plan officials generally
thought a joint statewide system similar to that in Washington State (i.e.,
using the same local case management agency) might be a possiblity.
Conmercial insurers were nmore skeptical and raised the question of whether any
state-based system could be sufficiently uniform nationally to neet the needs
of national insurers. The developnent of a public/private partnership to
enhance continuity between public and private systems was encouraged by state
officials. Noting that, to date, LTC systems developnent has been
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acconplished largely by states, they urged insurers not to try to re-invent
the wheel, especially since insurance is not going to replace state LTC
prograns; rather, they will operate on parsllel tracks with much interaction.

Because many states do not have fully developed, statewide, conprehensive
c.';se management systens in place, an initiative like that in Washinéton State
is not possible everywhere. States wanting to promote joint public/private
case managed commmunity care systems should enter into a dialogue with insurers
early on in order to reach mutually acceptable resolution of a mmber of
issues. Significant economies and efficiencies and a more rational system may
be possible for both the public and private sectors if they talk about the
desirable specifications and characteristics of case management organizations
and about issues such as definition the insurable event (i.e., assessing need
for care).

Another major topic for discussion was the need for data. A critical
elenent in developing a LTC insurance plan is estimating likely utilization of
benefits and associated costs in order, first, to determine whether marketing
a product is feasible given its probable cost and, secorxl, to develop the
precise premium structure. Because little or no long term care coverage has
been available (outside of the neans tested Medicaid program), little
information about the potential use of hawe care services under LTC insurance
has been available to date. As states have expanded coveragé of in~home
supportive servics for persons in need of LTC they have begun to acquire
significant amounts of data on use and cost of in-home and community based
services. However, few state da_xta systems are structured in such a way as to

readily provide information directly useful to.private insurers.

Another approach, more directly applicable to an insured environment,
would be to provide inmediate coverage of older (8d+), very high risk
individuals. Given how heavily underwriiten current insurance products are
and how few insureds are likely to use services over the next decade, it would
otherwise be many years before we would know what utilization is going to look

like and how well case managenent works. One way to compress the tine frame
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would be to initiate a demonstration project that covers older and higher risk
clients now. It would get them into the system and using services so that
utilization data would be available very quickly. Coverage could be provided
through several different financing and delivery structures to offer insights
on the cost and use implication of alternative system designs.

Mr. Chairman, the developnent of major improvements in this country's
financing and delivery of long term care is both greatly needed and inmensely
challenging. A large part of that challenge will be to strike the appropriate
balance between public and private sector responsibilities, and determine the

goverment roles that can be best perforned at the federal and state levels.

I hope that the information we have provided is useful to you and your

subconmittee as you further refine your strategies.
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TESTIMONY OF THE HONORABLE HAL DAUB
BEFORE THE SENATE FINANCE HEALTH SUBCOMMITTEE
LONG TERM HEALTH CARE HEARING
MAY 27, 1988

MISTER CHAIRMAN AND MEMBERS OF THE HEALTH SUBCOMMITTEE:

I APPRECIATE THE OPPORTUNITY TO PARTICIPATE TODAY IN THIS
DISCUSSION OF- WHAT CAN ONLY BE CALLED THE AMERICAN LONG TERM

HEALTH CARE CRISIS.

SURELY, ALL PRESENT WILL AGREE THAT FEW ISSUES ARE MORE
DESERVING OF CONGRESS' ATTENTION THAN THE SKYROCKETING,
BANK-BREAKING COSTS OF LONG TERM CARE.

RECENT ESTIMATES INDICATE THAT OVER 80% OF HEALTH CARE EXPENSES
INCURRED BY THE ELDERLY RELATE DIRECTLY TO LONG TERM CARE AND

NURSING HOME COSTS. ,

FURTHER, IT HAS BEEN SHOWN THAT WHILE EIGHT OUT OF TEN SENIOR
CITIZENS ARE PROTECTED FROM ACUTE, HOSPITAL-RELATED HEALTH
COSTS, A FULL NINE OUT OF TEN HAVE NO PROTECTION FROM LONG TERM

CARE EXPENSES.

THIS DEPLORABLE SITUATION IS AS UNNECESSARY AS IT IS SAD. OLDER
AMERICANS SHOULD NOT =-- INDEED, MUST NOT -- BE FORCED TO MAKE
THAT LAST TERRIBLE CHOICE BETWEEN BANKRUPTCY AND AN IGNOMINIOUS

DEATH.

AND SO WE AS RESPONSIBLE LEGISLATORS ARE FACED WITH A DILEMMA:
HOW ARE WE TO ADDRESS THIS PROBLEM WHILE PRESERVING SOUND FISCAL

POLICY?

TO DATE, MOST MEMBERS OF CONGRESS HAVE RESPONDED TO THIS
CHALLENGE WITH PROPOSALS OF ENTITLEMENT EXPANSIONS FUNDED BY TAX
INCREASES; IN FACT, ADDITIONS TO MEDICARE AND INCREASED TAXATION
HAVE BEEN ADVOCATED BY SOME AS THE SOLE MEANS OF AMENDING OUR
NATION'S HEALTH CARE INADEQUACIES.
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A CASE IN POINT IS THE ACUTE ILLNESS COST CONTAINMENT BIFL
RECENTLY ISSUED BY THE HOGSE-SENATE CATASTROPHIC CONFERENCE
COMMITTEE. HERE, MISTER CHAIRMAN, IS LEGISLATION WHICH PROMISES
TO COST $45 BILLION DOLLARS BY 1992, BURDEN THE MANY WITH
OQUITLANDISH NEW TAXES, AND HELP THE FEW -~ ALL IN THE INTEREST
OF PROVIDING SENIORS WITH BENEFITS THEY IN MOST CASES ALREADY
HAVE AND IN MANY CASES SIMPLY COULD DO WITHOUT.

NOW IS NOT THE fIME FOR THE WRECKLESS EXPANSION OF ENTITLEMENT
PROGRAMS. 1IN MY ESTIMATION, THERE NEVER WILL BE SUCH A TIME.

I AM WILLING TO AGREE THAT THE FEDERAL GOVERNMENT MUST PLAY A
SUBSTANTIAL ROLE IN THE FORMULATION OF A VIABLE LONG TERM CARE
COST SOLUTION. BUT I PROPOSE THAT THERE IS A RESOURCE OUT THERE
WHICH HAS BEEN IGNORED FAR TOO OFTEN DURING DELIBERATIONS OVER
LONG TERM CARE POLICY: THE PRIVATE SECTOR. -

ADMITTEDLY, LEGITIMATE STUDIES HAVE ASSIGNED TO THE PRIVATE
SECTOR ONLY A LIMITED LONG TERM HEALTH CARE DOMAIN. BUT THE
FACT REMAINS THAT THE HEALTH CARE UNDERWRITING INDUSTRY IS IN AN
INCREASINGLY ADVANTAGEOUS POSITION TO HELP FILL THE VOID WHICH
CURRENTLY EXISTS ACROSS THE RANGE OF APPROACHES TO LONG TERM
CARE COST MANAGEMENT.

I AND MY WAYS AND MEANS HEALTH SUBCOMMITTEE COLLEAGUE BRIAN
DONNELLY INTRODUCED SOME TIME AGO A BILL, H.R. 3900, WHICH SEEKS
EFFECTIVELY TO APPLY THE BEST OF WHAT BOTH THE FEDERAL
GOVERNMENT AND THE PRIVATE SECTOR HAVE TO OFFER.

ESSENTIALLY, MY BILL IS DIVIDED INTO THREE SECTIONS:
THE FIRST SECTION ADJUSTS THE MACHINERY OF OUR CURRENT HEALTH

CARE ENTITLEMENT PROGRAM AND PROVIDES FOR MEDICARE COVERAGE OF
HOME HEALTH'SERVICES AND NURSING HOME CARE COSTS. THIS LIMITED

i
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EXPANSIO& IS ENTIRELY SELF-FINANING -- IT DEMANDS NO PREMIUMS
FROM ELIGIBLE INDIVIDUALS -- AND CALLS FOR BENEFICIARY
PARTICI#ATION IN THE HANDLING OF LONG TERM CARE COSTS THROUGH A
CAREFULLY-STRUCTURED SCHEDULE OF DEDUCTIBLES.

SECTION TWO OF MY BILL ESTABLISHES TAX INCENTIVES DESIGNED TO
ENCOURAGE THE WORKING-AGE POPULATION TO LOOK TO THE VARIETY OF
PRIVATE MARKET INSURANCE PRODUCTS AND PUREHASE INDEPENDENT LONG
TERM CARE INSURANFE PLANS. PROMINENT AMONG THESE INCENTIVES ARE
THE TAX-FREE CONVERSIONS OF INDIVIDUAL RETIREMENT ACCOUNTS AND
CASH-VALUE-LOADED LIFE INSURANCE POLICIES TO PRIVATE LONG TERM

CARE PLAN PREMIUM FUNDS.

FINALLY, MY LEGISLATION MOTIVATES EMPLOYERS TO OFFER LONG TERM
HEALTH CARE PLANS TOVTHEIR EMPLOYEES. SUCH PLANS WOULD BE
SUBJECT TO A FEDERAL TAX TREATMENT SIMILAR TO THAT APPLIED TO
CURRENT PRIVATE PENSION AND GENERAL RETIREMENT PROGRAMS.

SO IT IS THAT, THROUGH A COMBINATION OF DIRECT GOVERNMENT
SUPPORT AND PRIVATE SECTOR STIMULATION, MY BILL WOULD ADDRESS

OLDER AMERICA'S MOST PRESSING CONCERNS.

I HAVE PLACED A PREMIUM ON BALANCE AND FAIRNESS, AND I HAVE
ABOVE ALL SOUGHT TO PROVIDE THE MEANS BY WHICH AN EVER-GROWING
ELDERLY POPULATION CAN AVOID THE FINANCIAL AND EMOTIONAL

DEVASTATION OF LONG TERM HEALTH CARE COSTS.

CERTAINLY, THERE REMAIN IMPERFECTIONS IN H.R. 3500. BUT THE
BILL'S MAJOR STRENGTH LIES IN ITS CONCEPTUAL RECOGNITION OF THE
NECESSITY OF A MARRIAGE BETWEEN FEDERAL ENTITLEMENT AND THE

PRIVATE SECTOR.

AND IT IS IN DENYING THIS UNION THAT BILLS SUCH AS SENATOR
PEPPER'S H.R. 3436 FALL SHORT OF ACHIEVING A LAST-WORD HEALTH
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COSTS SOLUTION. PLEASE UNDERSTAND: WHAT DISTURBS ME IS NOT SO
MUCH THE METHOD WHEREBY MR. PEPPER HAS CHOSEN TO FINANCE HIS
HOME HEALTH CARE BENEFIT (INDEED, MY OWN BILL MAKES LIMITED
ADJUSTMENTS TO THE HOSPITAL INSURANCE PORTION OF THE FICA TAX);
RATHER, IT IS THE CONSTRUCTION OF THE BENEFIT ITSELF.

H.R. 3436 WOULD ESTABLISH A MASSIVE NEW HOME HEALTH CARE
BENEFITS PROGRAM WHOSE AMBIGUITIES RENDER IT VIRTUALLY
UNWORKABLE WHILE IGNORING BOTH NURSING HCME COSTS -- INARGUABLY
THE TRUE HEALTH CARE CATASTROPHE IN AMERICA TODAY -~ AND THE
PRIVATE SECTOR -- A VERY VALUABLE RESOURCE TO A GROWING OLDER

POPULATION.

ABOVE ALL, THIS LEGISLATION FURTHERS THE CURRENT TREND OF HEALTH
CARE SOCIALIZATION, A PHENOMENON NEVER ENVISIONED, I AM QUITE

SURE, BY MEDICARE'S ORIGINAL DESIGNERS.

MISTER CHAIRMAN, I WILL SUBMIT THAT THE AMERICAN INSURANCE
INDUSTRY MIGHT WELL BE CONSIDERED AN ENDANGERED SPECIES IN THE
VERY NEAR FUTURE IF DEVELOPMENTS ARE PERMITTED TO PROCEED AT

THEIR PRESENT PACE.

STILL, PROMISING MEASURES SUCH AS SENATOR MITCHELL'S S. 2305
RECENTLY HAVE BEGUN TO RECEIVE MUCH-DESERVED ATTENTION. IN THE
DISTINGUISHED SENATOR'S BILI W¥E WITNESS THE IMPLICIT RECOGNITION
THAT THE FEDERAL GOVERNMENT'S ROLE IS NOT THAT OF OBLIGATORY
COMPENSATOR; IT IS, RATHER, THAT OF BENEFICIAL AND TIMELY

PROVIDER.

S. 2305 EMPHATICALLY ASSERTS THAT THERE IS AMPLE ROOM HERE FCR
BOTH Tﬁh GOVERNMENT AND PRIVATE INDUSTRY TO LEND A HELPING HAND
TO THE LONG TERM CARE COST VICTIM. AND TﬁE BILL PROMISES TO
DELIVER WHERE IT IS MOST NEEDED, BOTH ON THE HOME CARE AND
NURSING HOME FRONTS.
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I APPLAUD SENATOR MITCHELL'S EFFORTS, AND HOPE THAT CONGRESS CAN
LOOK TO HIS EXAMPLE IN FUTURE EFFORTS TO SHAPE SOUND, EQUITABLE,
COST-EFFECTIVE HEALTH CARE POLICY.

MISTER CHAIRMAN, THANK YOU ONCE AGAIN FOR 'WNIS OPPORTUNITY. I
AM CONFIDENT THAT SINCERE AND RESPONSIBLE CONGRESSIONAL ACTION
EVENTUALLY WILL RESULT IN THE END OF THE AMERICAN LONG TERM CARE

CRISIS.
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STATEMENT OF THE COMMITTEE ON HEALTH
AMERICAN ACADEMY OF ACTUARIES
ROBERT H. DOBSON, CHAIRPERSON
JUNE 17, 1988

The American Academy of Actuwries is a professional association representing actuaries
in-all areas of actuarial practice. Members of the Committee on Health who prepared
this testimony are employed both as consultants and by insurance companie:, For
purposes of this testimony, however, we speak as professional actuaries and not on behalf
of our clients or employers. The Academy and its committees do not advocate public
policy positions that are not actuarial in nature. We view our role in the governmerc
relat'ions arena as providing information and actuarial analysis to public policy decision

makers, so that policy decisions can be made on the basis of informed judgment.

As a professional association, the Academy neither supports nor opposes legislation to
provide for the public financing of long-term care. We do, however, believe the cost of
;;roviding such benefits has been understated, As the dialogue begins on the delivery and
financing of long-term care, we want to provide policymakers with the best information
on this complex topic. It is very difficult to make cost projections for long-term care;
however, we believe that the training and experience of actuaries provides for a unique
understanding of current practices in the financing of health care, and we hope to

contribute to the examination of this issue.

L. COST ISSUES
A. Demographiclawes-lrmasirgCostasmePopuhﬁm)\g&s
The chart below outlines the projected increase of the population over age sixty-five.

Population in Millions* -

(H (2) (3) (4) (5)

Year Total Age  Age Age Age % of (2)/(1)
All ages 65+ 6574 7584 85+

1980 226.5 255 156 7.7 2.2 11.3%

1990 249.7 3.7 180 10.4 3.3 12.7%

2000 268.0 %9 177 123 49 13.0%

2010 283.2 9.2 203 12,3 6.6 13.8%

*Source is "Aging America - Trends and Projections™ 1987-88 Edition.
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The U.S. aged population has increased and is projected to increase dramatically from an
actual 25.5 million in 1980 to a projected 39.2 million in the year 2010. This is a
projected increase of over 50%. However, the number of age eighty-five and over (85+)
will triple in the same thirty years, from 2.2 million to 6.6 million. Currently, 13.4% of
those aged sixty-five and over (65¢) cannot perform at least two or more activities of

daily living (ADL). The comparable percentage for those aged 85+ is 36.1%.

Additionally, a conservative estimate is made that a minimum of 5% of those 65+ suffer
from dementia, but are able to perform all the ADLs or all but one ADL. Given these
projections, the need for, and expenditures on, long-term care (LTC) is likely to increase

dramatically in the ensuing years, particularly for the 85+ group.

B. Induced Demand - Entitlement Mentality and Increased Supply - Health Industry
Response

Once chronic home care benefits are provided through the public or private sector, the
mentality of the consumer wiil likely be to liberally use these benefits. The independent
assessors from the eligibility review organizations may have a very difficult time denying
many possible borderline cases regarding the criteria of inability to perform at least two
ADLs and as to when respite care is really "necessary.” Induced utilization of the nursing
care benefit may be less severe, particularly because of the two-year exclusionary

period. The insurance industry will likely develop policies to fill this gap in coverage.

Since home health agencies are likely to be the primary providers of the chronic home
health care benefit, 1 believe that these agencies will multiply quickly to satisfy the
demands of the possible millions of new beneficiaries. Again, the insurance industry will

enhance this movement with policies to fill the gap.
C. Eligibility for Benefits

The provision of home health care benefits (80% payment by Medicare after a $500 per
year home care expense) for the aged with chronic illness who cannot perform at least
two of the ADL without human assistance, or who have dementia, opens the door for
about 5.5 million aged 65+ persons. In addition, a considerable portion of the

approximately 4 million (under sixty-five) Social Security disability insurance
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beneficiaries might be eligible for this benefit. Thus, more than 7 million persons might
be eligible, even now for this benefit, for which no cost estimate has been given in
$.2305. The only restriction given is that home health care costs cannot exceed 65% of
skilled nursing facility (SNF) Medicare nursing home costs. Assuming that an average
SNF cost per day is currently $70 to $100, the 65% limitation stipulated would create an
average current daily liability of $45 to $65. Currently, approximately 80% of these

persons are receiving home care only from a spouse or relative.

A respite care benefit provided in this bill would provice a $1,000 annual benefit ($2,000
of charges at 50% co-payment), for at least the 80% of thnse persons above who are now

getting informal care.

The eligibility requirements for the above benefits may be difficult to assess correctly
and consistently, due to the subjectivity of the ADL performance determination, without
any homebound or other screening requirement. With a two-year exclusionary period for
the nursing home benefit, we cannot foresee large-scale difficulties in making equitable

eligik ility determinations.
D. Cost Estimates

There are no cost estimates given in thi, bill, Instead, the claim is made that the
program will remain budget neutral. We question that a useful government LTC program
can be astablished that will be budget rieutral without imposing an inappropriate burden
on the elderly. Adding homemaker and chore services, as well as serving significantly
more beneficiaries (see Eligibility for Benefits section) will be very expensive. Removing
the homebound and intermittent service requirements will further add to the cost. This
will also be a growing cost in the future, not only due to inflation, but also due to the
increase in exposure (see Demographic Issues). Changes in demand and supply will also
affect cost (see Induced Demand). All of these factors make it difficult to estimate

costs.

Based on Congressional Budget Office estimates, the nursing home cost in FY 1993 with
a two-year exclusionary period, will approximate $13.2 billion. Our own very rough

estimate for the 7 million extra beneficiaries of home health care might range from $22
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to $34 billion for the first year and an additional $3 biliion fer respit_e care. In claiming
budget neutrality, S.2305 would do all this by adding a fixed and income-based premium

to the current Medicare Part B premium.
E. National Affordability or Medicare Eligible's Burden

One of the most problematic aspects of this bill is the enormous and spiraling burden
placed on Medicare beneficiaries for the privilege of participating in the program. First,
all Part B beneficiaries will see increases in their basic premium. However, political
reality may not allow this increase to become too extreme. As program costs increase,
the only "moving target,” the supplemental premium, will impose a significant and
unpredictable "tax"™ burden on those (44% - according to catastrophic bill estimates)*

who will have to shoulder the expzriences of the whole group.

The combination of the Medicare catastrophic legislation and the Mitchel! bill could add
up to a significant amount in supplementa! premiums in a few years. Some of these
individuals may not have enough left over to pay premiums for Medicare supplemental or
LTC insurance to fill the gaps. If this bill is enacted, the cost of medical care ($44 to
$57 billion extra) will certainly increase as a portion of the GNP from its present 10%-
119, since a large percentage of these costs were previously absorbed by family support.
When the tax burden on Medicare eligibles gets too high, who will be handed the tax

baton to pay the ever-increasing costs of this LTC program?

II. Policy Decision - Nursing Home Care vs. Home Health Care vs, Family Support

As long as quality of health and personal care is maintained, home health care should be
favored over nursing home care. Costs will be less, not only because of the 65% of SNF
maximum allowable for home health care, but also because professional nursing/chronic
care services might not be required on a daily basis, particularly if family support is
available. In fact, the purpose of respite care is to allow some relief to persons providing
family support. In essence, however, the bill will encourage substitution of professional

home heaith care for family care.

*Appropriate only only if S.2305 income-scaled premi i i
Meticare income-scated premiin premium is equal to catastrophic

iy
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0. Private Sector Initiatives

Some fifty to seventy commercial health insurance carriers, in addition to sixteen Blue

Cross and Blue Shield Plans, currently have a long-term care policy on the market. The
policies vary in benefit scope and level, but are primarily indemnity in nature. This
implies significant cost-sharing and limited insurer liability.

Senator Mitchell’s bill will affect many private-sector policies by reducing the benefits

they are providing to a wili" level. However, since there is a $500 deductible on home

health care with a 20% co-payment after the deductible, and a two-year exclusionary

period on hursing home care with a 30% co-payment, there is considerable room for new

private-sector policies to fill these gaps.

IV. Design Issues

One recognized shortcoming of the bill, as well as with virtually all current private-
sector policies, is that the insured-is still exposed to a significant LTC financial risk.
Since this bill has a two-year exclusionary period on nursing home care, a person could
become impoverished by that time. Likewise, the 30% co-payment on nursing home care
after year two, and the 209% co-payment on home health care, could add up very quickly
to greatly increase the indivicial's expenses. The-private market indemnity program
usually has an elimination period of twenty to 100 days, a significant co-payment after
the elimination period, with a two-to-four year benefit maximum, or an equivalent dollar
maximum limitation. The accumulation of co-payments and subsequent full payments by
the individual after exceeding the insurer's upper limit of liability also does not protect
the individual from a financial catastrophe. Since, however, cost is a major concern,
legislation such as this is a good starting point. We believe the public/private approach is

certainly worthy of further discussion and development.

Y. Conclusion _

The purpose of this testimony has been to point out cost issues, policy decisions, and the
private sector response relating to this legislation. We hope that as Congress continues
further on the development a new Medicare benefit for long-term care it will proceed
with caution and deliberation, bearing in mind the concerns we have raised today. We
would be happy to meet with the Committee or members of the staff to further discuss

these issues.
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July 15, 1988

The Honorable George J. Mitchell
Chairman, Subcommittee on Health
Committee on Finance

U.S. Senate -

205 Dirksen Senate Office Building
Washington, DC 20510

Subject: Senate Subcommittee on Health hearing of June 17, 1988; response to
question from Senator Mitchell.

Dear Senator Mitchell:

On behalf of the Committee on Health of the American Academy of Actuaries, I am
pleased to respond to your question regarding the liklehood of cost increases as a result
of induced utilization under a program providing long-term care insurance. As we said in
our testimony, once long-term care benefits are provided through either the public or
private sector, the mentality of the consumer will likely be to liberally use these
benefits, We believe that fewer people will do without services they may need now but
cannot afford, and families may provide less in the way of uncompensated care. At the
same time, the health industry will respond to the demands of possibly millions of new
beneficiaries and the availability of additional financing by devoting more resources to
providing long-term care services. In short, costs will increase beyond the increased
number of beneficiaries and inflation directly as a result of the additiona! financing,.

The attached table illustrates the utilization history of an existing program (Medicare's
home health care program) for a population likely to use the benefits that would be
provided under S. 2305. We believe the induced utilization effects caused by influences
such as those listed in Column 4 account for a substantial proportion of the patterns of
use illustrated. An absolute quantification of what proportion of the trend changes are
due to induced utilization cannot be precisely made or proved. However, in "real world"
casting, strong circumstantial evidence presents itself in characteristic patterns (e.g.,
the relatively violent utilization swings in a program of this size),

Our concern regarding induced utilization is further supported by data as to the
proportion of the over-sixty-five population currently in nursing homes versus the
proportion with limitations on activities of daily living. Data from the U.S. Bureau of
the Census {Demographic and Socioeconomic Aspects of Aging in the United States) show
that 5.1% of the over-sixty-five population are in nursing homes, while an additiunal
6.9% have limitations on activities of daily living (ADL). An Inquiry magazine article in
1980 cited the total proportion of the over-sixty-five population with major ADL
limitations as [7%. Since many of these individuals could seek nursing home care if
tinancial obstacles were reduced, we believe that additional public financing of long-
term care could conceivably double or triple the total proportion of the over-sixty-five
population in nursing homes.

As we said in our testimony before the subcommittee, we are not suggesting that S.2305
would lead to a greater degree of induced utilization any more than any other public or
private financing of long-term care. What we wish (o emphasize is_that policy makers
must be aware that costs will increase because of additional financing and that this must
be kept in mind as the issue of long-term care is debated.

We hope these comments serve to clarify our concerns regarding the impact of induced
utilization on costs associated with a long-term care insurance program. We would be
glad to answer any questions you might have about our comments and to work further
with you and your staff in addressing the issue of long-term care for the elderly.

Sincerely,

7St K Lo

Robert H. Dobson
Chairperson, Committee on Health

encl,
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STATEMENT OF VAL J. HALAMANDARIS, PRESIDENT

NATIONAL ASSOCIATION FOR HOME CARE

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE,

I AM VAL J. HALAMANDARIS. I SERVE AS PRESIDENT OF THE
NATIONAL ASSOCIATION FOR HOME CARE (NAHC). NAHC IS THE LARGEST
PROFESSIONAL ORGANIZATION REPRESENTING THE INTERESTS OF HOME
HEALTH AGENCIES, HOMEMAKER-HOME HEALTH AIDE ORGANIZATIONS, AND
HOSPICES. NAHC IS COMMITTED TO ASSURING THE AVAILABILITY OF
HUMANE, COST-EFFECTIVE, HIGH-QUALITY HOME CARE SERVICES TO ALL WHO
REQUIRE THEM. WE BELIEVE THAT PEOPLE SHOULD BE ALLOWED TO REMAIN
IN THEIR HOMES FOR AS LONG AS POSSIBLE, WITH INSTITUTIONALIZATION
AS A LAST RESORT.

WE COMMEND YOU FOR SPONSORING THE MEDICARE LONG TERM CARE
ACT OF 1988, §.2305, AND FOR HOLDING THIS HEARING. WHILE THE
CATASTROPHIC HEALTH INSURANCE BILLS _CURRENTLY 1IN CONFERENCE
PROVIDE A RICHER ACUTE CARE BENEFIT FOR MEDICARE BENEFICIARIES,
THEY DO Y 'T BEGIN TO ADDRESS THE PRINCIPLE CATASTROPHIC COSTS THE
ELDERLY FACE-- THE COSTS OF LONG-TERM CARE, WHICH AMOUNT TO 80
PERCENT OF ALL SPENDING FOR CATASTROPHIC ILLNESSES. S. 2305 IS AN
IMPORTANT VEHICLE FOR GENERATING SERIQUS DISCUSSION ON HOW TO DEAL
WITH THIS CRITICAL ISSUE.

QUITE SIMPLY, THE PROBLEM IS THAT MOST PEOPLE ARE NOT ABLE
TO PROTECT THEMSELVES AGAINST THE TREMENDQUS COSTS OF LONG-TERM
CARE. OLDER PEOPLE WHO ARE UNFORTUNATE ENOUGH TO SUFFER FROM
LONG-TERM ILLNESS ARE FORCED ALL TOO OFTEN TO CONSUME WHAT SAVINGS

THEY MAY HAVE AND THEN TURN TO PUBLIC ASSISTANCE. THESE PEOPLE
OFTEN MUST MOVE TO A NURSING HOME TO RECEIVE THE CARE THEY NEED
BECAUSE MEDICAID COVERAGE IS GENERALLY LIMITED TO NURSING HOME
CARE.

SOME PEOPLE WHO NEED LONG~TERM CARE SIMPLY GO WITHOUT IT.
THE U.S. GENERAL ACCOUNTING OFFICE (GAC) IN A JANUARY 1987 REPORT
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NOTED THAT 3.2 MILLION ELDERLY PEOPLE NEED REGULAR HOME NURSING OR
OTHER ASSISTANCE TO REMAIN IN. THEIR OWN HOMES. WHILE 1.9 MILLION
OF THOSE PERSONS WERE RECEIVING SOME CARE (MOSTLY THROUGH
RELATIVES), 1.1 MILLION AMERICANS WERE GOING WITHOUT THE CARE THEY
NEEDED. MANY OF THOSE HAD NO FAMILY AND NO MEANS TO PAY FOR HOME
CARE SERVICES.

AS SERIOUS AS THE THE LONG-TERM CARE PROBLEM IS TODAY, IT
WILL GET WORSE. AMERICA IS GROWING OLDER AND MORE PEOPLE ARE GOING
TO REQUIRE LONG-TERM CARE SERVICES IR THE YEARS AHEAD.
BETWEEN 1988 AND 2040, THE NUMBER OF PERSONS NEEDING LONG-TERM
CARE WILL TRIPLE.

BASIC APPROACH

S.2305 TAKES A GIANT STRIDE TOWARD THE DEVELOPMENT OF A
REALISTIC AND EFFECTIVE NATIONAL LONG-TERM CARE POLICY. BY
SPREADING THE BURDEN OF LONG-TERM CARE COSTS BEYOND THOSE WHO WHO
ARE AT RISK, THE BILL WOULD MAKE THE COSTS OF LONG-TERM ILLNESS
AFFORDABLE. AND THE AVAILABILITY OF THE MEDICARE PROTECTION WILL
MEAN THAT THE ELDERLY WILL NO LONGER HAVE TO USE UP THEIR SAVINGS
OR TURN TO WELFARE TO OBTAIN THE LONG-TERM CARE THEY NEED.

THE BILL WOULD REDRESS THE BIAS THAT NOW EXISTS IN FAVOR OF
INSTITUTIONALIZING PERSONS WITH LONG-TERM DISABILITIES. THIS BIAS
EXISTS BECAUSE FINANCING IS PRESENTLY MUCH MORE WIDELY AVAILABLE
FOR NURSING HOME CARE THAN FOR HOME CARE, ESPECIALLY UNDER
MEDICAID, DESPITE THE CLEAR PREFERENCE OF AMERICANS TO REMAIN AT
HOME AS [LONG AS POSSIBLE.

ACCORDING TO A REPORT BY THE HOUSE SELECT COMMITTEE ON AGING,
RESEARCH INDICATES THAT THE BULK OF LONG-TERM CARE PROVIDED IN THE
U.S. IS PROVIDED IN THE COMMUNITY. ONLY ONE IN FIVE ELDERLY
PERSONS WHO HAVE LONG-TERM CARE NEEDS IS LIVING IN A NURSING
HOME. NAHC STRONGLY FAVORS THE PROVISIONS OF THE BILL WHICH
PROVIDE A CHOICE OF COMMUNITY CARE AL’I‘ERNATIVES- BY MAKING
" RESPITE CARE AND DAY CARE AVAILABLE IN ADDITION TO HO.HE CARE, THE
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BILL RECOGNIZES THAT MUCH OF THE LONG-TERM CARE THAT IS PROVIDED
IN THE COMMUNITY IS FURNISHED BY UNPAID FAMILY MEMBERS, FRIENDS,
AND NEIGHBORS. NEARLY THREE-QUARTERS OF THE NON-INSTITUTIONALIZED
DISABLED ELDERLY PEPSONS RELY SOLELY ON FREE CARE FROM FAMILY AND
FRIENDS WHILE ONLY S5 PERCENT RECEIVE ALL OF THEIR CARE FROM PAID

SOURCES .

HOWEVER, WE ARE ALSO CONCERNED, AS I KNOW THE SUBCOMMITTEE
IS, THAT THESE CONTROLS BE EXERCISED IN A MANNER THAT WILL ASSURE
THAT BENEFICIARIES WILL RECEIVE ALL NEEDED SERVICES TO WHICH THEY
ARE ENTITLED. WE WOULD APPRECIATE HAVING THE OPPORTUNITY TO WORK
WITH YOUR STAFF TO SEE WHAT SAFEGUARDS MIGHT BE ADOPTED TO ASSURE
THAT THE INTERESTS OF THE PATIENTS ARE FULLY PROTECTED. WE BELIEVE
THAT PAST EXPERIENCE WITH THE MEDICARE HOME HEALTH PROGRAM
SUPPORTS OUR VIEW THAT HOME HEALTH AGENCIES COULD PLAY A USEFUL
PATIENT A VOCACY ROLE IN THE PROPOSED PROGRAM.

FEE-FOR-SERVICE REIMBURSEMENT

THE LEGISLATION ALSO PROVIDES FOR REIMBURSEMENT BASED ON A
FEE SCHEDULE. SUCH A SYSTEM WOULD HAVE MANY ADVANTAGES OVER THE
COST REIMBURSEMENT SYSTEM THAT MEDICARE NOW USES FOR FOR HOME
HEALTH AGENCIES AND MOST SKILLED NURSING FACILITIES. HOWEVER, THE
OVERRIDING CONSIDERATION IS THAT THE PROPOSED FEES SHOULD BE
REASONABLY RELATED TO THE SERVICES THEY COVER. IF THE FEES FOR
SOME TYPES OF SERVICES OR FOR SOME CLASSES OF PATIENTS ARE
PROFITABLE WHILE OTHERS LOSE MONEY, PATIENT CARE COULD SUFFER.
ECONOMIC INCENTIVES WOULD BE CREATED THAT WOULD DISADVANTAGE THE
PATIENTS THAT NEED THE UNDERPAID SERVICES AND THREATEN THE
FINANCIAL STABILITY OF AGENCIES THAT WOULD CHOOSE NEVERTHELESS TO
PROVIDE THOSE SERVICES.

THE ELDERLY MEDICARE BENEFICIARIES WHO WOULD QUALIFY FOR THF,
LONG-TERM CARE BENEFITS WOULD TEND TO BE THE OLDEST AND POOREST OF
THE ELDERLY. THEY WOULD NOT ONLY HAVE THE MOST TROUBLE PAYING THE
DEDUCTIBLE AND COINSURANCE AMOUNTS BUT ALSO BE LFEAST LIKELY TO
HAVE BEEN ABLE TO AFFORD PRIVATE MEDIGAP INSURANCE THAT WOULD
COVER THE DEDUCTIBLE AND COINSURANCE.
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ABOUT 9% OF THE ELDERLY ARE ELIGIBLE FOR. MEDICAID. THIS
SUBCOMMITTEE MAY WISH TO CONSIDER AMENDING THE FEDERAL MEDICAID
STATUTE TO PERMIT OR REQUIRE STATES TO PAY ANY HOME CARE:-"
DEDUCTIBLE AND COPAYMENT AMOUNTS FOR INDIVIDUALS WHO ARE OTHERWISE
ELIGIBLE UNDER THEIR STATE’S PLAN. SUCH AN AMENDMENT WOULD HELP
AVOID SITUATIONS WHERE AN INDIVIDUAL QUALIFIES FOR. MEDICAID BUT
CAN ONLY RECEIVE ASSISTANCE IF HE MOVES TO A NURSING HOME. BUT
EVEN A MEDICAID PROGRAM THAT HAS BEEN AMENDED TO' PAY THE.LONG~TERM
COPAYMENT AMOUNTS WILL BE OF LIMITED HELP: NEARLY A THIRD OF THE
ELDERLY WHOSE INCOMES FALL BELOW THE FEDERAL POVERTY LEVEL ARE NOT
ELIGIBLE FOR MEDICAID.

CASE MANAGEMENT

WE ARE NOT YET PREPARED TO MAKE SPECIFIC RECOMMENDATIONS
CONCERNING THE PROVISIONS' OF THE BILL THAT DEAL WITH CASE
MANAGEMENT AND DETERMINATIONS OF ELIGIBILITY. WE RECOGNIZE THE
NEED FOR CONTROLS THAT WILL HELP PROTECT THE PROGRAM AGAINST
UNWARRANTED UTILIZATION AND COSTS.

HOWEVER, THIS SO-CALLED "FREE" CARE CAN BE VERY COSTLY TO
THOSE WHO ARE INVOLVED. IN ADDITION TO THE LIMITATIONS THAT ARE
PLACED ON THE CAREGIVER’S PERSONAL LIFE AND OPPORTUNITIES FOR
GAINFUL EMPLOYMENT, THERE ARE DEBILITATING EMOTIONAL AND PHYSICAL
DEMANDS THAT ARE FELT BY THE ENTIRE FAMILY. THE AVAILABILITY OF
RESPITE CARE AND DAY CARE SHOULD HELP EASE THESE BURDENS AND
MAXIMIZE THE CARE OF THE ELDERLY BY FAMILY AND FRIENDS. AVAILABLE
DATA INDICATES THAT FAMILIES TEND TO PURCHASE SERVICES ONLY WHEN
THE RESPONSIBILITY OF CARE BECOMES TOO GREAT FOR THEM TO HANDLE OR
WHEN THEY BECOME EXHAUSTED.

WE DO, HOWEVER, HAVE SOME CONCERNS RELATING TO THE HOME CARE
PROVISIONS 1IN THE BILL AND WOULD LIKE TO WORK WITH THIS COMMITTEE
TO FURTHER REFINE THESE PROVISIONS. '

COPAYMENTS AND DEDUCTIBLES

THE BILL REQUIRES AN ANNUAL $500 DEDUCTIBLE FOR HOME CARE
SERVICES AND A 20 PERCENT COPAYMENT BY BENEFICIARIES. WE
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RECOGNIZE THE DIFFICULTY OF FASHIONING A PROPOSAL WITHOUT
COPAYMENT GIVEN THE LIMITED FUNDING THAT IS AVAILABLE. HOWEVER,
WE ARE COMPELLED TO NOTE THAT COST SHARING WOULD BE BURDENSOME
FOR MANY OF THE MEDICARE BENEFICIARIES WHO WOULD QUALIFY FOR THE
LONG-TERM CARE BENEFITS. SOME 12% OF THE ELDERLY HAVE INCOMES
BELOW THE POVERTY LEVEL WHILE OVER 28% PERCENT HAVE INCOMES BELOW
125% OF THE POVERTY LEVEL.

THE UNDER-65 DISABLED

FINALLY, WE URGE THAT THE PROPOSED COVERAGE FOR HOME CARE
SERVICES BE EXTENDED TO DISABLED ADULTS AND CHRONICALLY ILL
CHILDREN. AS WE TESTIFIELL BEFORE YOUR COMMITTEE YESTERDAY,
TECHNOLOGY NOW EXISTS WHICH ALLOWS CHRONICALLY ILL CHILDREN TO BE
CARED FOR IN THEIR HOMES. HOWEVER, FUNDING MECHANISMS HAVE NOT
EMERGED TO PAY THE COSTS OF THIS NEW TECHNOLOGY.

WE URGE THAT HOME CARE COVERAGE BE MADE AVAILABLE TO
CHRONICALLY ILL AND TECHNOLOGY-DEPENDENT DISABLED PERSONS OF ALL
AGES. ILONG TERM CARE COSTS ARE NOT SIMPLY A PROBLEM FOR THE
ELDERLY.

PUBLIC SUPPORT

MR. CHAIRMAN, THE GREAT MAJORITY OF AMERICANS AGREE THAT THE
TIME HAS COME TO PROTECT OUR CITIZENS AGAINST THE COSTS OF
LONG-TERM CARE. IN A PUBLIC OPINION POLL THAT LOUIS HARRIS
CONDUCTED IN FEBRUARY, OVER 80 OF THE RESPONDENTS SAID THAT THEY
WOULD NOT BE ABLE TO AFFORD [LONG-TERM CARE. AN EQUAL PERCENTAGE
FAVORED THE FEDERAL GOVERNMENT PROVIDING A PROGRAM OF LONG-TERM
CARE IN THE HOME TO THE CHRONICALLY ILL AND DISABLED ELDERLY,

ADULTS AND CHILDREN.
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IN TESTIFYING ON H.R. 3436, THE ILONG TERM CARE HOME CARE
LEGISLATION INTRODUCED BY CONGRESSMAN CLAUDE PEPPER AND
CONGRESSMAN EDWARD ROYBAL BEFORE THE HOUSE COMMITTEE ON AGING LAST
MONTH, MR. HARRIS REPORTED THAT HE HAD RARELY SEEN SUCH UNANIMITY
OF PUBLIC OPINION. SUPPORT FOR HOME-CARE LEGISLATION WAS BOTH
BROAD AND DEEP AMONG ALL AGE GROUPS, FROM ALL PARTS OF THE NATION,
“AND AMONG BOTH LIBERALS AND CONSERVATIVES OF BOTH PARTIES. MR,
CHAIRMAN, MAY I ASK THAT THE RESULTS OF THIS POLL BE MADE PART OF
THE RECORD?

IN CONCLUSION, WE THANK THIS COMMITTEE FOR ITS CONSIDERATION
OF THE CRITICAL ISSUE AND WE LOOK FORWARD TO WORKING WITH YOU IN
REFINING THE HOME CARE PORTION OF S.2305.
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OPENING STATEMENT OF SENATOR JOHN HEINZ

" HEARING ON $.2305, LONG TERM CARE ASSISTANCE ACT OF 1968

** “MR. CHAIRMAN, THIS HEARING OF THE SENATE FINANCE COMMITTEE
~ REPRESENTS A CRITICAL JUNCTURE IN OUR EFFORTS TO PROTECT OLDER
AMERICANS AND THEIR FAMILIES FROM THE CRIPPLING COSTS OF LONG
TERM CARE. AT LONG LAST, WE ARE CONSIDERING LEGISLATION WHICH
WILL RESPOND TO MILLIONS OF PERSONAL CRISES CAUSED BY THE HIGH
COST OF LONG TERM CARE.

THIS LEGISLATION IS DESERVING OF WIDESPREAD SUPPORT. YOU HAVE
PUT TOGETHER THE FIRST COMPREHENSIVE BILL TO FINANCE LONG TERM
CARE, A BILL ON WHICH 1 AM PROUD TO BE AN ORIGINAL COSPONSOR.
$.2305 IS COMPREHENSIVE IN THAT IT PROVIDES CRITICALLY NEEDED
COVERAGE OF BOTH CHRONIC HOME CARE AND NURSING HOME CARE, AND
BECAUSE IT RELIES UPON A COMBINATION OF PRIVATE AND PUBLIC
FINANCING.

FOUR YEARS AGO | WAS PRIVILEGED TO CHAIR A HEARING OF THE
SPECIAL COMMITTEE ON AGING FOCUSING ON THE NEED FOR LONG TERM
CARE INSURANCE. AS | POINTED OUT THEN, WHEN IT COMES TO
INSURANCE, AMERICA IS A LAND OF PLENTY. OUR NATION'S MIDDLE
CLASS CAN INSURE THE!R CAI{&S AGAINST THEFT OR DAMAGE, THEIR
HOUSES AGAINST FLOOD, FIRE, AND EARTHQUAKES, THEIR CHILDREN
AGAINST THE COST O’F COLLEGE AND BRACES, AND THEIR FAMILIES
AGAINST THE FINANCIAL RISK OF AN EARLY DEATH.

BUT WHEN I+ COMES TO INSURING AGAINST THE SINGLE GREATEST THREAT
TO THEIR LIFE SAVINGS AND EMOTIONAL RESERVES — THE COST OF LONG
TERM CARE -- AMERICANS HAVE LITTLE PROTECTION. | NOTED AT THAT
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TRE THAT N ‘uAy\fyvAvs IT IS AS IF WE ARE ALL WEARING
BULLETPROOF VESTS ~ WITH HOLES OVER OUR HEARTS. WE ARE MISSING
PROTECTION WHERE WE NEED IT MOST.

THAT WAS FOUR YEARS AGO. TODAY, MANY PEOPLE QUESTION WHETHER
THIS LEGISLATION Ié STILL NEEDED. SINCE THEN, THEY POINT OUT,

PRIVATE INSURANCE FOR LONG TERM CARE COSTS HAS BEEN DEVELOPED
AND SOLD TO OVER 400,000 AMERICANS. EACH YEAR, THE QUALITY OF
COVERAGE OFFERED UNDER THESE POLICIES HAS IMPROVED. [N 1984,

FOR EXAMPLE, MOST POLICIES COVERED NCO CHRONIC NURSING HOME CARE.
TODAY, MANY POLICIES OFFER NOT ONLY CHRONIC NURSING HOME
COVERAGE, BUT ALSO PAY FOR CHRONIC CARE IN THE HOME, AS WELL.

BUT THIS LEGISLATION IS NEEDED BECAUSE, UNFORTUNATELY, AS THE
QUALITY OF THESE POLICIES HAS RISEN, SO HAS THEIR COST. ONE

LONG TERM CARE POLICY RECENTLY APPROVED FOR MARKETING iN MY HOME
STATE OF PENNSYLVANIA OFFERS TRULY COMPREHENSIVE CHRONIC CARE
SERVICES. THIS INSUROR ESTIMATES THAT HALF OF THE TARGETED
MARKET -~ ELDERLY PERSONS HOLDING MELNGAP POLICIES -~ ARE SIMPLY
PRICED OUT OF THE MARKET. THE BROOKIMNGS INSTITUTION
INDEPENDENTLY REACHED A SIMILAR CONCLUSION IN ITS RECENTLY
PUBLISHED STUDY, FOR WHICH | WAS PRIVILEGED TO SERVE ON AN
ADVISORY PANEL.

MOREOVER,-MR. CHAIRMAN, MY CONVERSATIONS WITH PRIVATE INSURORS
INDICATE THAT FUTURE IMPROVEMENTS IN PRIVATE INSURANCE, SUCH AS
BENEFITS ADJUSTED FOR THE ERODING EFFECTS OF INFLATION, WILL

" REQUIRE PREMIU[J INCREASES OF AS MUCH AS 30%. MOREOVER, NO
PHIVATE INSUROR HAS YET BEEN ABLE TO AFFORD TO OFFER A POLICY TO
PERSONS WHO ARE ALREADY DISABLED OR SERIOUSLY ILL.

THESE PROBLEMS OF COST AND ACCESS ARE PERHAPS THE MOST
COMPELLING ARGUMENTS FOR A STRONG PUBLIC ROLE IN INSURING
AGAINST THE COST OF LONG TERM CARE.
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YOUR BILL, MR. CHAIRMAN, WiLL PROVIDE PROTECTION DESPERATELY
NEEDED BY PEOPLE SUCH AS MRS. ELLA THOMAS OF PHILADELPHIA,
PENNSYLVANIA. MR. AND MRS. THOMAS RETIRED SEVERA|. YEARS AGO AND
WERE CARING FOR THEIR MENTALLY RETARDED SON, WHO COULD NOT
FUNCTION ON HIS OWN. THEY FELT CERTAIN THAT THEIR MEDICARE AND
BLUE CROSS POLICY WOULD COVER THEIR HEALTH CARE NEEDS, UNTIL
MRS. THOMAS SUFFERED A STROKE. SHE SPENT 6 MONTHS IN
REHABILITATION BEFORE SHE WAS DISCHARGED HOME TO THE CARE OF HER
78 YEAR OLD HUSBAND. AFTER ONE MONTH OF CARING FOR HIS WIFE AND
THEIR SON, MR. THOMAS ALSQ SUFFERED A STROKE, AND SUBSEQUENTLY
REQUIRED 24 HOUR ASSISTANCE. THIS FAMILY SPENT THEIR ENTIRE
SAVINGS AND MOST OF THEIR INCOME OVER A 3 YEAR PERIQD, TOTALLING
SOME $66,000. MEDICARE AND BLUE CROS PAID NONE OF THESE COSTS.
THE FAMILY COULD NOT QUALIFY FOR MEDICAID WITHOUT PLACING MR.
THOMAS IN A NURSING HOME -- AND AS ANYONE IN PHILADELPHIA CAN
TELL YOU, MEDICAID ELIGIBLE PERSONS HAVE A DIFFICULT TIME

* FINDING A NURSING HOME BED IN THAT CITY.

IN CONSIDERATION OF THE VERY HIGH PRICE TAG OF A PUBLIC PROGRAM,

" HOWEVER, CONGRESS SHOULD SEEK TO ENSURE THAT COMPREHENSIVE AND
AFFORDABLE PHIJAfE LONG TERM CARE INSURANCE COVERAGE 1S WIDELY
AVAILABLE TO THE ELDERLY AND DISABLED. THE LONG TERM CARE
ASSISTANCE ACT OF 1988 ACCOMPLISHES THIS GOAL BY CREATING TAX
INCENTIVES FOR PRIVATE LONG TERM CARE INSURANCE, INCLUDING
INCENTIVES FOR WORKPLACE-BASED INSURANCE. IN ADDITION, BY
EXTENDING MEDICARE COVERAGE TO NURSING HOME CARE, THIS BILL
SHOULD PICK UP SOME 30% OF THESE COSTS NOW BORNE BY PRIVATE
INSURORS, ENABLING THEM TO LOWER PREMIUMS. THUS, THIS
LEGISLATION NOT ONLY LOOKS TO THE PUBLIC SECTOR, IT ENCOURAGES
THE PRIVATE SECTOR TO JUMP IN AS WELL. ITIS A BILL THAT
TOUCHES NEATLY ON ALL FACETS OF THE SOLUTION.

91-983 0 -~ 89 ~-. 7
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OUR WORK {S$ FAR FROM DONE, HOWEVER. CONGRESS STILL MUST ADDRESS
THE CRITICAL PROBLEM OF THE INADEQUACY OF THE MEDICAID PROGRAM.
FOR EXAMPLE, IN TWENTY STATES TODAY IT IS POSSIBLE TO SPEND ALL

OF ONE'S INCOME FOR LONG TERM CARE AND REMAIN INELIGIBLE FOR
MEDICAID PAYMENTS. | WiLL BE WORKING WITH SENATOR MITCHELL AND
THE OTHER COSPONSORS TO CORRECT THIS{GE\IE;ILE*DEFECT]IN THE
MEDICAID FOUNDATION UPON WHICH THIS LEGISLATION IS BUILT.

IN CLOSING, | WOULD LIKE TO CONGRATULATE YOU, MR. CHAIRMAN, AND
YOUR STAFF, FOR YOUR SUCCESS IN CRAFTING LEGISLATION THAT IS
SURE TO SE‘RVE AS THE BASIS FOR ALL LONG TERM CARE LEGISLATION IN
THIS, AND THE NEXT, CONGRESS.
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STATEMENT OF THE HONORABLE CLAUDE PEPPER
CHAIRMAN, SUBCOMMITTEE ON HEALTH AND LONG-TERM CARE
HOUSE SELECT COMMITTER ON AGING
BRFORE THE SUBCOMMITTEE ON HEALTH
SENATE FINANCE COMMITTEE

MR. CHAIRMAN AND DISTINGUISHED MEMBERS OF THE SUBCOMMITTEE. I
GREATLY APPRECIATE THIS OPPORTUNITY TO APPEAR BEFORE YOU TO DISCUSS
WHAT 1S ARGUABLY THE MOST - IMPORTANT DOMESTIC ISSUE FACING OUR NATION
TODAY, LONG-TERM CARRE.

CHAIRMAN MITCHELL, I WANT TO SPECIALLY COMMEND YOU FOR YOUR
ACTIVE INVOLVEMENT WITH THIS ISSUE. IN YOUR SERVICE WITH THE SENATE,
YOU HAVE BEEN ON THE FRONT LINES IN TRYING TO RELIEVE ALL AGES OF THE
PRESSURES THAT COME FROM TRYING TO MEET THE COSTS OF NEERDED HEALTH
CARE. 1 SALUTE YOU AND LOOK FORWARD TO WORKING CLOSELY WITH YOU AND
THE MEMBERS OF THIS COMMITTEE IN THE COMING WEEKS AND MONTHS SO THAT
WE CAN PROVIDE THE AMERICAN PEOPLE WITH WHAT THEY WANT AND
DESPARATELY NEED: LEGISLATION TO HELP THEM WITH THE DEVASTATING COSTS
OF LONG-TERM CARE.

MY INTEREST IN LONG-TERM CARE AND SPECIFICALLY HOME CARE DATES
BACK TO MY DAYS IN THE SENATE. 1IN 1943, AFTER IT WAS FOUND THAT 4
MILLION YOUNG MEN WERE REJECTED FROM THE DRAFT BECAUSE THEY WERE NOT
PHYSICALLY OR MENTALLY FIT, THE SENATE ESTABLISHED AND I CHAIRED A
SPECIAL COMMITTEE ON WARTIME HEALTH AND EDUCATION. AFTER THREE YEARS
OF HEARINGS, WE RECOMMENDED, AMONG OTHER THINGS, THAT ANY "HEALTH
INSURANCE PROGRAM SHOULD INCLUDE HOME NUKSING IN ADDITION TO NURSING
CARE IN THE HOSPITAL, CLINIC OR OTHER INSTITUTION."™ SO, 40 YEARS AGO
WE CONCLUDED THAT HOME CARE WAS SORELY NEEDED BY CHRONICALLY ILL AND
DISABLED AMERICANS OF ALL AGES.

SOME PROGRESS HAS BEEN MADE SINCE THAT TIME, MEDICARE AND
MEDICAID WERE ENACTED INTO LAW IN 1965, PROVIDING COVERAGE ON A VERY
LIMITED BASIS. IN 1981, CONGRESSMAN HENRY WAXMAN AND I AUTHORED
LEGISLATION WHICH CREATED THE SO~CALLED "2176" MEDICAID WAIVER
PROGRAM ALLOWING FOR SOME EXPANSION OF HOME CARE TODAY FOR
IMPOVERISHED ELDERLY WHO WOULD OTHERWISE BE IN A NURSING MOME.
HOWEVER, TODAY, ONLY APPROXIMATELY 3 PERCENT OF MEDICAID AND MEDICARE
EXPENDITURES GO FOR HOME CARE. MUCH MORE NEEDS TO BE DONE.

IN AN ATTEMPT TO ADDRESS THIS CRITICAL NATIONAL NEED, AS MOST
OF YOU KNOW, LAST YEAR I INTRODUCED WITH CONGRESSMAN EDWARD ROYBAL,
CHAIRMAN OF THE HOUSE AGING COMMITTEE, H.R. 3436, THE MEDICARE
LONG-TERM HOME CARE CATASTROPHIC PROTECTION ACT. THIS BI"L 1S NOW
SCHEDULED FOR A HOUSE VOTE JUNE 8TH.

BRIEFLY, H.R. 3436 WOULD PROVIDE NEEDED HOME CARE SERVICES TO
CHRONICALLY ILL AMERICANS OF ALL AGE’ AND WOULD BE PAID FOR BY
REQUIRING THE ROUGHLY 5 PERCENT OF AMcRICANS EARNING MORE THAN
$45,000 A YEAR TO JOIN OTHER WORKERS IN PAYING THE 1.45 MEDICARE
PAYROLL TAX ON THEIR FULL INCOME. HIGHLIGHTS REGARDING H.R. 3436
INCLUDE:

c 1R 9400 woovds LADTSILEAD SUL O IN L0 OUT OF CONGRESS.

IT IS COSPONSORED BY 160 MENLERS OF WRE HOUSE AND MORE THAN 70

OTHER MEMBERS HAVE COMMITTED TO VOTING FOR IT. THE BILL ALSO
HAS THE STRONG SUPPORT OF SOME 130 DIVERSE NATIONAL
ORGANIZATIONS. LOU HARRIS, IN A RECENT NATIONAL POLL, FOUND
THAT OVER 80 PERCENT OF AMERICANS OF ALL AGES, INCOMES, AND
POLITICAL LEANINGS FAVOR A FEDERAL PROGRAM LIKE H.R. 3436. IN
ADDITION, THE HARRIS POLL FOUND THAT OVER 70 PERCENT OF
AMERICANS FAVORED THE TAX PROVISIONS OF H.R. 3436. THIS .
SUPPORT INCLUDED 73 PERCENT OF AMERICANS EARNING OVER §50, 000,

ZSNKE’::CENT OF BUSINESS EXECUTIVES AND 61 PERCENT OF BUSINESS
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o AMERICANS GREATLY PREFER HOME CARE. AMERICANS, YOUNG AND OLD
ALIKE, OVERWHELMINGLY PREFER HOME CARE OVER NURSING HOME
CARE. LOU HARRIS FOUND THAT 78 PERCENT OF AMERICANS WOULD
PREFER TO RECEIVE LONG-TERM CARE IN THETR OWN HOMES RATHER
THAN IN A NURSING HOME.
o H.R. 3436 HAS NUMEROUS COS'l CONTROLS AND CANNOT RESULT IN A
DEFICIT. THE. BILL, BY ITS DESIGN, 1S COMPLETELY - v .
SELF-FINANCING. THE OFFICIAL CONGRESSIONAL BUDGET OFFICE
ESTIMATE ON H.R. 3436 SHOWS THAT DURING THE FIRST FIVE YEAR

-  OOSTS WILL TOTAL $29.3 BILLION WHILE REVENUES WILL TOTAL $34.9
BILLION AND CONFIRMED THAT IN NO YEAR WILL COSTS EXCEED
REVENUES. THE BILL NOW INCLUDES LANGUAGE ASSURING ITS
SELF-FINANCING WHICH GOES BEYOND EVEN THAT DEMANDED BY THE
ADMINISTRATION ON THE DRUG BENEFIT CONTAINED IN THE
CATASTROPHIC CARE LEGISLATION.

H.R. 3436 EMPLOYS THE FOLLOWING COST CONTROLS: 1) PAYMENTS
FOR LONG-TERM HOME CARE FOR AN INDIVIDUAL IN A MONTH COULD NOT
EXCEED 62 PERCENT OF WHAT IT WOULD HAVE COST TO KEEP THAT
INDIVIDUAL IN A NURSING HOME. 2) BENEFITS ARE PROVIDED ONLY
ON A CASE-MANAGED BASIS AS PRESCRIBED BY AN INDEPENDENT LOCAL
GOVERNMENT AGENCY. 3) A SYSTEM OF UTILIZATION REVIEW IS
ESTABLISHED. 4) THE SECRETARY IS REQUIRED TO DEVELOP A
PROSPECTIVE PAYMENT SYSTEM FOR LONG-TERM HOME CARE.

(-] 'PRIVATE INSURANCE IS NOT ADEQUATE PROTECTION AGAINST THE COSTS

OF LONG-TERM CARE. AT THE PRESENT TIME, PRIVATE LONG-TERM
CARE INSURANCE IS NOT A GOOD BUY. STUDIES BY THE GENERAL
ACCOUNTING OFFICE, THE BROOKINGS INSTITUTION, CONSUMER REPORTS
AND OTHERS HAVE DEMONSTRATED THE INADEQUACY OF RELYING ON
PRIVATE INSURANCE TO PROVIDE MEANINGFUL AND AFFORDABLE
LONG-TERM CARE PROTECTION NOW OR IN THE FUTURE.

FOR THESE AND OTHER REASONS, I AM CONFIDENT THAT THE HOUéE
WILL OVERWHELMINGLY PASS H.R. 3436 ON JUNE 8, AND SEND IT ON TO THIS
DISTINGUISHED BODY FOR CONSIDERATION.

1 AM DELIGHTED THAT YOU AND A NUMBER OF YOUR DISTINGUISHED
COLLEAGUES HAVE INTRODUCED LEGISLATION, S.2305, WHICH BUILDS IN LARGE
PART UPON H.R. 3436 AND ITS SENATE COMPANION, S.1616, INTRODUCED BY
THE GREAT SENATOR FROM ILLIOIS, PAUL SIMON. I KNOW THAT WE CAN WORK
TOGETHER TO GAIN PASSAGE OF LONG-TERM CARE LEGISLATION THIS YEAR. AS
WE- WORK TOGETHER TO ACHIEVE THIS IMPORTANT MUTUAL GOAL, 1 HOPE THAT
YOU WILL GIVE CONSIDERATION TO SEVERAL IMPORTANT OBSERVATIONS I HAVE
REGARDING YOUR BILL. . T

FIRST, IT IS IMPERATIVE THAT LONG-TERM HOME RE

AVAIABLF TO CHRONICALLY ILL AND DISABLED CHILDRg: Ascgigggﬁl’gg ?:DE
H.R. 3435. THE. NEEDS OF CHILDREN AND YOUNG FAMILIES IN THIS AREA ARE
GREAT AND MOST DESERVING OF EQAUL CONSIDERATION. SECOND, WE NEED TO
WORK TO LIMIT FURTHER INCREASES IN MEDICARE PREMIUMS AND'OOST
SHARING. FOR MANY ELDERLY, THIS LOAD IS ALREADY TOO GREAT. THIRD
AS WE MOVE INTO NURSING HOME COVERAGE, OUR GOAL MUST BE TO PROTECT'
PEOPLE OF ALL INCOMES FROM FINANCIAL RUIN AND THE TREMENDOUS
EMBARASSMENT OF ENDING LONG AND PROUD LIVES ON WELFARE ROLLS. WE CAN

FINANCE SUCH BENEFITS ADEQUATELY WITHOUT PL.
WORKERS OR EMBLOTERS ACING EXCESSIVE BURDENS ON

THANK YOU SO MUCH FOR HAVING ME HERE "I'HIS MORNING AT THIS HIST
ORIC
HEARING. GOOD THINGS ARE IN THE MAKING. AND THE ERICAN
FIRMLY ON OUR SI1DE. AMERT PEOPLE ARE

# 8 4 8 % % R B 4
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: JOAN QUINN, PRESIDENT

CONNECTICUT COMMUNITY CARE, INC.

G0OD HOR&;NG, MY NAME IS JOAN QUINN, I AM THE PR€§IDENT
OF A STATEWIDE, INDEPENDENT, NONPROFIT, LONG-TERM CARE MANAGE -
MENT AGENCY CALLED CONNECTICUT COMMUNITY CARE, INC., THE AGENCY
"HAS BEEN IN OPERATION SINCE 1974, INITIALLY UNDER A 2176
MEDICARE WAIVER DEMONSTRATION CALLED TRIAGE, INC., PRESENTLY,

.

WE CARE FOR APPROXIMATELY 5000 OLDER AND DISABLED CONNECTICUT
a

ADULTS EACH MONTH. WE HAVE BOTH PUBLIC AND PRIVATE CONTRACTS.
I APPLAUD SENATOR MITCHELL FOR HIS EFFORTS IN INTRODUCING
LEGISLATION TO PROVIDE LONG-TéRﬁ CARE TO THE NATION'S OLDER
CITIZENS. THROUGH MY 14 YEARS OF EXPERIENCE IN THE DELIVERY OF
LONG-TERM CARE, CASE MANAGEMENT AS A COMPONENT IS KEY [N THE
DELIVERY OF APPROPRIATE, AFFORDABLE LONG-TERM CARE SERVICES. L
WILL LéHIT MY REMARKS, THEREFORE, TO THE CASE MANAGEMENT AREA

IN SENATOR MITCHELL'S LEGISLATION,

THERE IS NO DOUBT THAT THE AREA OF LONG-TERM CARE IS OF
CONCERN TO THE ELDERLY AND THREIR FAMILIES, THIS CONCERN IS
EVIDENT EVERY DAY IN THE COMMUNITY AND THE WORKPLACE. THE LACK
OF A NATIONAL POLICY HAS RESULTED IN DIFFICULT ACCESS TO THE
MYRIAD OF COMMUNITY SERVICE PROVIDERS, FUNDED BY DIFFERENT
STATE AND FEDERAL AGENCIES WITH DIFFERENT ELIGIBILITY RULES,
QUALIFICATIONS, AND DELIVERED SERVICES, THE AVAILABILITY OF

SERVICE [S SPOTTY AROUND THE COUNTRY AND OFTEN PEOPLE, IF NOT

TOTAL SELF PAY, CANNOT AFFORD IT. CASE MANAGEMENT IS A
SUCCESSFUL METHOD TQ ADDRESS THIS FQAGHENTED SERVICE AND
REIMBURSEMENT SYSTEM. THERE ARE FIVE ﬁAJOR POINTS THAT [ WOULD
LIKE TO MAKE REGARDING CASE HANAGEHENT SERVICES.
®* CASE MANAGEMENT, WHICH INCLUDES ASSESSMENT OF THE
INDIVIDUAL AND FAMILIES' NEEDS, CARE PLANNING AND

MONITORING OVER TIME OF THE CLLENT AND THE SERVICE




192 )
PROVIDER, IS;A VALUABLE SERVICE IN AND BY ITSELF (SEE
%
ATTACHED FAMILY SUPPORT LETTERS). IT MUST BE PROVIDED
BY PROFESSIONALS. THERE [S AN INHERENT ADVOCACY, COST

-

BENEFIT, AND EDUCATIONAL COMPONENT OF THE SERVICE.

THE INDEPENDENCE OF THE CASE MANAGEMENT FUNCTION FROM
ONGOING SERVICE PROVISEON IS ESSENTIAL., THE ABILITY TP
USE- MULTIPLE SERVICE PROVIDERS AND TYPES OF SERVICE
HITROJ& HAVING A VESTED INTEREST RESULTS IN COST
SAVINGS: THE CASE MANAGER CAN SELECT QUALITY SERVICE
IN THE RIGHT AMOUNTS, DELIVERED AT THE RIGET TIME FOR
THE CLIiNT, AND AT THE LPHEST POSSIBLE COST.

THE CASE MANAGEMENT AGENCY SHOULD HAVE THE ABILITY TO
REIMBURSE FOR THE SERVICES ORDERED FOR THE CLIENT. THE

REIMBURSEMENT AUTHORITY FOR SERVICES ORDERED ALLOWS FOR

BETTER CONTROL OF BOTH TYPE AND UTILTIZATION OF SERVICE,

CREATING AN INFRASTRUCTURE FOR UNIFORM QUALITY LONG-
TERM CARE CASE MANAGEMENT SERVICES IS BEGINNING. THERE
ARE TEN ?ASE MANAGEMENT AGENCIES NATIONALLY WHO ARE
CURRENTLY WORKING TO DEVELOP THIS NATIONAL TYNFRA-
STRUCTURE. SOME FUNDING FOR THE INITIAL TRAINING
ACTIVITIES OF THIS GROUP WOULD BE HELPFUL. FOR EXAMPLE,
CONNECTICUT COMMUNITY CARE, INC. HAS CONDUCTED A
NATIONAL CASE MANAGEMENT TRAINING [NSTITUTE'FOR THE
PAST THREE YEARS WITH PARTICLPANTS EROH AROUND THE
COUNTRY, INCLUDING HAWAII AND ALASKA IN ATTENDANCE.
THE TRAINING INSTITUTE éAS INITIALLY SUBSIDIZED
THROUGH A GRANT BY THE TRAVELERS INSURANCE COMPANIES.
ALL PARTICIPANTS PAY FOR THE SEMINAR; HOWEVER, I FEEL
MANY PROFESSIONALS ARE EXCLUDED FROM PARTICIPATING FOR

FINANCIAL REASONS,

a
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;7 : )
j: ESTABLISHEﬁ CASE MANAGEMENT AGENCIES HAVE PRIVATE CASE
HANAGEHENT SERVICE CQNTRACTS IN PLACE AND ARE NEGOTIAT-

INC NEW ONES. 1T IS ANTICIPATED THAT AN/ INFRASTRUCTURE

- OF QUALITY, UNTFORM "CASE MANAGEMENT AGENCIES WILL BE
AVATLABLE WITHIN THE NEXT TWO YEARS. [T IS THE BELIEF -
OF THE TEN AGENCIES THAT A PUBLIC-PRIVATE RESPONSEnTO
LONG~TERM‘ CARE NEEDS [S ESSENTIAL BECAUSE OF THE

SIGNIFICANT NUMBER OF AGING OLDER ADULTS WHO MAY NEED

SERVICES. )

DOES THE CASE MANAGEMENT AGENCY SAVE MONEY FOR THE

PAYOR? ANY LONG TERM CARE SERVICES PRESENTLY DELIVERED

ARE PAID FOR WITH PUBLIC DOLLARS AND THE CONSUMER or

SERVICES (EITHER fHROUGH THE FAMILY OR THE OLDER PERSON

HIM/HERSELF). PRIVATE INSURANCE COMPANIES ARE DEVELOP- -
ING LONG-TERM CARE INSURANCE POLICIES, BUYT THIS HAS BEEN

A MORE RECENT ACTIVITY. ONGOING LONG-TERNM CARE POLIC*

DEVELOPMENT BY INSURERS IS RESULTING IN BETTER COVERAGE .

POLICIES.

CONNECTICUT COMMUNITY CARE, INC. HBAS CONTRACTED WITH THE
CONNECTICUT STATE DEPARTMENT ON AGING TO PROVIDE CASE
MANAGEMENT AND COMMUNITY-BASED SERVICES TO OLDER
RESIDENTS WITH FUNCTIONAL AND/OR COGNITIVE DISABILITY.
WE ALSO HAVE A RISK-BASED CONTRACT WITH THE STATE
DEPARTMENT OF INCOME MAINTENANCE (TITLE XIX) TO PROVIDE
SERVICES UNDER THE 1115 MEDICALD WAIVER PROGRAM. UNDER
- THIS SPECIFIC PROGRAM, PEOPLE 65 YEARS OLD AND OLDER
MUST MAKE APPLICATION TO A NURSING HOME AND MEET ALL
LEVEL OF CARE CRITERIA FOR THE NbRSING HOME, THEY, THEN
CAN-AVAIL THEMSELVES, THROUGH THE CASE HANAGEME&T
FUNCTION, OF EXPANDED COMMUNITY HEALTH AND SOCIAL
SUPPORT SERVICES. OUR MOST RECENT STATISTICS SHOW THAT

THE AVERAGE STATEWIDE MONTHLY COST FOR SERVICES INCLUD-

rae i Y

e

ING CASE MANAGEMENT SERVICES IS $838,64. NURSING HOME




MONTHLY COSTS IN CONNECTICUT ARE AN AVERAGE OF $2224.37

- !
PER MONTH. THERE WILL BE ON#OING DEBATE ABOUT COST
- v .
! SAVINGS OF COMMUNITY-BASED .CARE. THE QUALITY OF LIFE

FOR THE ELDERLY AND THEIR FAMILIES IS NOT QUESTIONED ’

OR OPEN FOR DISCUSSION. - .

WHETHER PUBPIC OR PRIVATE MONIES FINANCE LONd-TFRH 6ARE,
THERE IS A GREAT NEED TO CREATE VIABLE ALTERNATIVES FOR ‘
SERVICE DELIVERY, LOCATION OF CARE,iAND FINANCIAL PROTECTION
FOR OLDER PEOPLE AGAINST THE CATASTROPHIC EFFECTS SECONDARY TO
LONG-TERM CARE NEED,. PARTNERSHIPS BEfWEEN THE CLIENT, THE

FAMILY CAREGIVER, AND THE PUBLIC/PRIVATE SECTOR ARE NECESSARY. *

f

I WOULD BE HAPPY TO ASSIST YOU AND YOUR STAFF AS YOU

CONTfNUE TO WORK ON THIS IMPORTANT ISSUE.

SUMMARY:

CASE MANAGEMENT IS A VITAL COMPONENT OF ANY LONG-TERM
CARE PROGRAM FOR bLDER AND DISABLED iND[VIDUALS. IT IS A
SUCCESSFUL METHOD TO ADDRESS THE CURRENT FRAGMENTED SERVICE

AND REIMBURSFEMENT SYSTEM.

CASE MANAGEMENT IS A VALUABLE SERVICE IN ITSELF. THERE

. ,IS AN INHERENT ADVOCACY, COST BENEFIT AND EDUCATIONAL

COMPONENT OF THE SERVICE.

THE INDEPENDENCE OF THE CASE MANAGEMENT FUNCTION FROM

ONGOING SERVICE PROVISION IS ESSENTIAL.

THE CASE MANAGEMENT AGENCY SHOULD HAVE THE ABILITY TO

.

REIMBURSE FOR SERVICES ORDERED FOR THE CLIENT,
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CREATING AS INFRASTRUCTURE FOR UNiFORH QUALITY LONG-
TERM CARE CASE MANAGEMENT IS BEGINNING, SOME FUNDING FOR
TRAINING OF PROFESSTONALS IS NEEDED TO ASSURE QEQLITY CASE
MANAGEMENT SERVICE, THE INFRASTRUCTURE CAN E;/AVAILABLE'

WITHIN THE NEXT TWO YEARS.

THE COST OF CASE MANAGEMENT SERVICES WILL SAVE MONEY
FOR THE PAYOR WHEN THE CASE MANAGERS ARE SUFFICIENTLY

TRAINED AND OR[ENTEDATO THE FUNCTION.

THERE- IS GREAT NEED FOR CREATIVE VIABLE SERVICE
DELIVERY ALTERNATIVES, A DIVERSITY OF LOCATIONS FOR CARE,
AND FINANCIAL PROTECTION FOR OLDER PEOPLE AGAINST THE
CATASTROPHIC EFFECTS OF LONG TERM CARE SERVICE NEEDS.
PARTNERSHIPS BETWEEN THE CLIENT, THE FAMILY CAREGIVER, AND

THE PUBLIC/PRIVATE SECTOR IS ESSENTIAL TO A SUCCESSFUL

PLAN,




- Watrooefield, Correcticut
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Lettars To Tho CEditor
The llertford Courant
285 Broad Strect .
Hartfori, Comnactic 03115 .
Dear Mr., Murphy: .

This iz in resvonso to liarg unther's llargh 5 ~-"c1d cdncerning.
the debate over the effectiveneca and reed for the wisessient and monitoring
sorvices providad by Connecticut Corvunity Car2, Inc for its patfants ia tho
heelth and home care programa. Seonctor Mansy L. Joinson of Mew Eritain has
intyoduced 2 511l ( I bolieve it i Jenn:a Didl 97) which weuld clozs CCCI's
offices and institute direct sovvica by thz local home-health agancies,

2ived exczilent ani
reening interview
ve areas as raligiorn,
Tha intervieuw wes

My mother.is a2 client ol CCCI and lhas ulw
caraful attaention by tn2 ageacy. I was preuent at
described, which tho article statas 'probes such s
emotions, asaxuzlity and deily hubits oz well ws he

corduciod in a purely conviérsational munner and she was told she needn't reply
to anythirg objactionabtle to her., s did no: con:ider thHe questiO' "intruuls
or that we warae being'cross-cxaamined,"” It was obvicus the quesiions tosed wer

i as to the gonerzl hail-heing,

ceant to afford the interviower wiih
cental ard physical health of thte parizal, The intervicw providoi ths moons

to asscus the paticni’s real ncads which in one of tue egency's prime funstion
With the information obteined, I rolt tic a~enc/ was fully equipped to provide

the services ragquired beinr fully cognizant of motiher's entire situetion,
CCCI omade its assesuaent and insiituted tervice within a very few days.

‘Cur experiance with the mamy local scrvicing agencies hos often lel:

rucli to be desired in tcrma of quality and rvoliabilily of service provided.
In guch instances, CCCI would locate anoirer guitabdble egency. We found that
the servicing agancies do rnot orovids cny %ind of fou.low-up and tr2 employeac,
once assigned, sre left to their own devices reporting their owm time uor.ed.

There wore instances of “short day:" put in of which the agercy hed no kmowledy

and for which it billed &n full. \ihen absencus occurred, oftan no cudztitut
was provided. Th: agencies leave it to the p::iwr:: 0 renort probvlems und
often thay are fearful of “reportiny anyone. Tiiu ig the area here CCCI's
"watchdog" capacity is so valuadle, CCCI maintains contact with tWeir ~1i:n:s,
pickin: up uny difficulties encountered. It alzo provides resul
visits to update &nd ‘reassecs curreal ne2ds. 4 hava veon nost
in threir e.for*a on ouyr obchslf.

o




Latters to the Editor 2
The Hartford Courant e . uatch 18, 1982

The costs incurred by CCCI are woll spent. The screening and ™
nonltoring process allows it to majntain 2 profile of its elderly clients
whose needs it must represent ang sutisfy, I sec another function of CCCI
and thot is ono as advocate for and caretaker of ite olderly clientc' bect K
interests, Dirsot assignmont of the elderly to the various health zgencies ;
would be stressful, requiring them to percorally deal with interrupted or
inadequsate sorvice, absences and sundrycther problems, Should the elderly
be burdenod with agencies that are not well 1un, wasteful practices and
billing errcra {which wo have encountered)?

Without this progran, mother wsuld be unatle to live in hrer own e
home because of ber healthk. Like many of that generation, she iz fiercely
independent and wants and needs to be in her own home. She is very happy
to be living alons and is doing quite well with the assistance provided by
this program. The alternatives, a nursing home or living with onc oF her
children, are not entirely palatable to a2 woman of her ganre. |

This program should continue as it ic ani funding for CCJI should
be inoreased so that others like my mother can avail themselves of -11 its

berafits.
Very truly yours,

Z/Z'v . )éf‘
oy

c: a9ni, Qtiornans
e ﬁer; Mariin
Co—Cpairmen, Human Servicas Committee

Getdner Wright

Marcclle Faney

Co-Chzirmen, Appropriations Committse
Represantative Robert G, Gilligan

Senator Wiltiam E, Curry, Jr,




Midd Letoun
(ennecticud 064su
fay &, 1984 ’ p \".'v.’" :
a - . - "
Connecticut (ommunity (are, Inc,
Rowte 6 - .70, Box 7:5( A

Grookdyn, (onnecticut 06234

lean) :

.g.(:wul/.’ Lize &0 thank pwu for e prompi atiention J meceived faom
ne. .

A

The nurse's aide came the foliowing: weelt after youn visid and J

really enrr.’czed the scaubding sie gave me. She odso cane the jollowing

week on “aliesday o help wit' m) beth ele., and #hen on Taunadey

:’-‘.’(’4./; 3, she come anain 4o sez trat J gué do and from the doclon’s .

olfice saleiy. ‘

7 have conrleded all ihe necuined ocuments cail
subsidizel! arariment with eliher. ) '

: Theu arz managed by (annbeita Cenapenend, Inc., flox 240, Fenddlen,
(onnecticut G6456." T am nov awsiting thein nesdy. JE gou shroud
wish o wnite {"ta'l, }lo'l.eq/)e eddnesa r:o,wc’/:m,mr’mce o o very nice
wung dady avned Lisa.” She, like younself, has been very /’Le:lp[u.l.

qqm‘:éc alivn vn a

7 also received an asplication faom the loceld Kousing Aulivnity

b Fave not neolied thereto, J hudd my wonlicaiion in wid HYlem belune
the Suidding wais cwmpleted anc J wan 5ili enploged at The Press. Dud,
7 hennd obsolited; n.'of,‘u'.n.g *rom them untid abuud 3 on 4 yeans loten
vhen & wes seliled hene ond could affond to atay.

—- = - -hope;-Lj-qru-ancever in 2hia aneo again, jou wild ¢ we Lhe Aonon
of @ visid D¢ would surely mike my dup Since my nanciad pwblinns
ewnted danl yean, evesyone Acs been very aind and hedplud and hupe,
sorie dey, o aepan ald ol wu o have Aedoe! me a much, nod st
(on madeniad nearona bul fon-the faieniliness and pleasure your visii
and those ol vthers have Aedped naise my 43inits.

Than? wu peasonally for youn Lime and zhe vdeosunble maanen in uwhich

_ you Aundled ;. aiiuation ond woul! you pleric ennvey Lo all ine I:Ja)"u'.e
2t ((nc. ay kindeat thanks wn! warnest negonis. :

.
God Lless! . ‘

Sincenely,
“.. - . ,

Ty

[ I

' A dsaguenide
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Manchester, Connecticut, 06040
April 20, 1982

Connecticut Conmuaity Care, Inc.
1 Congress Etreet

é‘ Hartford, Connscticut
; 06114
Dﬂl?:', : .
. my
- has been working with mother,, ., for

_over,a year and has recently =made arrangsmants for her to enter
Silver Lane Pavilion as she has to move from the boarding hoce

where she has: been living with . .o
: Since the move becane necessa&y has. had to deal with a very
complex and difficult situation which would try the patience of a
azint! To just hit the highlights -- . would not tell
wy mother directly that ste wanted her to move, although she had
told both and the visiting nurse., My wmother's resistance
was exiremely high and she refused to believe the rest of us that
it was indeed true, In addition, . iomediately family
did mot kncw until a few days ago that this wes
deesire -- so they were as confused as I was as to what the reality -

of the situation was., In the meantime I have been feeling very
guilty as I felt T should offer to have her with us, although
this was not a realistic arrangement, -

During this period : walked "the secord mile” many times over
with all of us, In fact, bty this time I would think this case
would have btegun to feel like the Boston Marathoz to her!

I feel she has done an-outstanding job of working all of us
through a moress of ron-cocmunication, indirectness, fear, guilt
and resistance in a patient, yet firm and caring way.

Sincerely,
N
. " D

\

Joyce -




Soucthbury, Connecticut
06488
Decembar 16th, 1985

¢/o Connecticut Coammunity Care Inc.,
527 Wolcott Streat
Jaterbury, Conreccicut 067035

3

Dear N .

I a~ writing this note to express my daap graditude to you for <
! all ur assistance in trying to help my 91} year old mother..

" and I mighct add in crying to help me to halp ny nother. I fael

" “your interast, compassion and concera ara above and beyond your
call of duties.

In a tine when s$O many are alwavs busy and hurried I waat you o
Kaow , 1 appreciate all you've done apd just kaowing I can call
vou ror assistance 13 vary comforting and de2ply appreciacad.

Mv very best wishes to you and yours far good health, peace and
very happy holidays. . : '

Siacavrely yours,
¢5E¢A.&1Aég .

Dorochy -

cc - Director /Connecticut
Coanunicy Care INC.

.
S
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. . McLean Fund and ML Home
McLean Fun 25 Great Pond Rapd

Trvetees: Simsbury, CT 06070
Wikam K. Cole, Charmen (203) 8582254
OmdP:::;k

T Stewart Hamskton, M D - McLean Home Village
Robert S. Martn, MO

Dewd B Payre 4 Sarah Lane

Joseph D Sargent Simsbury, CT 06070
Frank £ Wairon (203) 6518660

John O Bemon, Trusee Emennis
Oed R Budey, Esocutmm Dw ector

Noveaber 8, 1936

Case Manager

Connecticut Comaunity Care, Inc.
1-9 Congress Street

Hartford, Connecticut 056104

Dear =

A special note of thanks for your timely intervanzion in the cace of my
grandaother, . Your ability to quickly respoad to the faaily
situation whan she lived in Broad Brook and your contiaued suproc: when she
rmoved to West Hartiord was a great help to ayseli and my fanmily in providing
for hec care at home as she so sctrongly desired. Alcthough she only needed
winioal outside assisctance until her last few davs, it was this assistance
that allowed her to die in her own honms.

Again, thank vou for your support. 1 will continue to speak out on behalf of
Connecticut Cozaunity Care, Inc. and the strangth of tha progra=.

Cordially, .

Naacy

Assoclate Diractor

Director of Comaunity Services
NER/scb

cc Ms. Joan Quinn

A Chantable Trus: including McLean Home, MclLean Home Village and
.M:Lean Ganve Rafugz cree2d through tha generosity of George Payne Mclezn 18571922
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: haebraw homa & hospital
[ 615 Tower Avgriue. Nartlord, Connecrr‘:‘.romvz 1203) 292 8237 v‘;E;:‘Liy,‘:“',5“:'.5'!:1;3,
Marc C. Abrahms - .
Charman of the 8oard L
Seymour Cavens July 16, 193¢
First Vice Charmaa
Mrs. Blanche § Coldenberg
Ve Charman
Simon Xonover
Vice Chawrman Connecticut Community .
David P. Marks Care Inc.
jee Chavman hnance 149 Congress Sirest
oreis A. Morgenstein
ot ice “‘Mlm ,:'m. Hartford, CT CK106
Robert ] Naboich
:V»n Cha’un‘aﬁb?l:':lffky Oear .
- . Irving Kroneaberg, A very spectal thar ycu for the assistance you provided
Freuder: and through C.C.C. 1~ Tor
. Executive Direcror
Your very guick rezonnse for the 'nitial assessment 1n tre
spring naot cnly was greatly appraciated, but 1y/Proyidsas
- a source of supoart 10 the famly. Although, add)tianzl
direct care serviZe was not needed at tnat time, both
ard her daughtars knew where to turn when and if
the traditional health care service could not meet tneir
neads.
On the day beiore expires, you aqain | 1ded
imrediate resgcrse to the families' request fo assistang
At the time of tn2 request, tharz had been somegne witn
constantly for -the past week and a half, and
additional reiref was critical to allow to die at
« home without acute hospitalizatien. 1t was ironmic, con-
sidering all of the time spent with by the hcspice
nome health aide (2 hours a day), her caughters and mysalf
that expired the next afternocon during the tire

that the person you sent was previding care.

[t is through orgamizations such as C.C.C.I. that appro-
priate care can be coordinated in a timely, cost effective
marner. The service provided by C.C.C.1. neads to be

— averlable to supplement traditioral health care providers.
We were 1ndeed fortunate that you were availabtle to raspend
to our call for assistance.

-~ NER - sg
cc: Mzlly Gavar, Regional Direcicr .
N Joan Quirn, Presidant
' 13
.
- ‘N ) - .
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STATEMENT FOR FINANCE SUBCOMMITTEE ON HEALTH ON THE LONG-TERM
CARE ASSISTANCE ACT OF 1988

SENATOR JOHN D. ROCKEFELLER IV
May 27, 1988

Mr. Chairman, thank you for holding this hearing on the
"Long-Term Care Assistance Act of 1988." Your leadership on this
very important issue is truly admirable. In March, when I
signed on as an original co-sponsor of your bill, I was proud and
honored to join you in the effort to tackle the challenge of
long-term care head-on.

The American people clearly want Congress to act on the
need for long-term care coverage. While it is obvious that

‘Medicare, Medicaid, other government programs, and private health

insurance must be expanded to cover long-term care, it is by no
means a simp