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MEDICARE AND MEDICAID HOME HEALTH
BENEFITS

MONDAY, MAY 21, 1979

U.S. SENATE,
SUBCOMMITrEE ON HEALTH,

COMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 2:30 p.m. in room
2221, Hon. Herman Talmadge (chairman of the subcommittee) pre-
siding.

Present: Senators Talmadge, Dole, Packwood, Durenberger, and
Chafee.

[The press release announcing the hearing and the bills S. 421
and S. 489 follows:]

(Press Release No 11-20]

SUBCOMMITTEE ON HEALTH SCHEDULES HEARING ON MEDICARE AND MEDICAID
HOME HEALTH BENEFITS

The Honorable Herman E. Talmadge (D., Ga.), Chairman of the Subcommittee on
Health of the Committee on Finance, announced today that the Subcommittee will
hold a hearing on Monday afternoon, May 21, 1979 to review the provision of home
health benefits under the Medicare and Medicaid programs.

The hearing will begin at 2:30 P.M., Monday, May 21, 1979, in Room 2221 Dirksen
Senate Office Building.

Senator Talmadge said, "There is growing acceptance and appreciation of the
value of appropriate and properly provided home health services as a humane and
less costly alternative to institutional care. Many home health agencies are now
providing vitally needed services to older Americans under Medicare and to the
poor under Medicaid. Now is a good time for us to evaluate the advantages and
shortcomings of the existing home health programs, as well as to review proposals
intended to expand and improve upon those services."

Requests to testify. -Senator Talmadge stated that witnesses desiring to testify
during this hearing must make their requests to testify to Michael Stern, Staff
Director, Committee on Finance, Room 2227, Dirksen Senate Office Building, Wash-
ington, D.C. 20510, not later than Friday, April 20, 1979.

Senator Talmadge said that because an unusually large number of requests to
testify are anticipated, the Committee will not be able to schedule all those who
request to testify. Those persons who are not scheduled to appear in person to
present oral testimony are invited to submit written statements. He emphasized
that the views presented in such written statements will be as carefuiy considered
by the Committee as if they were presented orally.

All parties who are scheduled to testify orally are urged to comply with the
guidelines below:

Notification of witnesses.-Parties who have submitted written requests to testify
will be notified as soon as possible as to the time they are scheduled to appear. Once
a witness has been advised of the time of his appearance, rescheduling will not be
permitted. If a witness is unable to testify at the time he is scheduled to appear, he
may file a written statement for the record of the hearing.

Consolidated testimony. -The Chairman also stated that the Committee urges all
witnesses who have a common position or with the same general interest to consoli-
date their testimony and designate a single spokesman to present their-common
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viewpoint orally to the Committee. This procedure will enable the Committee to
receive a wider expression of views on the total bill than it might otherwise obtain.

Panel groups.-Groups with similar viewpoints but who cannot designate a single
spokesman will be encouraged to form panels. Each panelist will be required to
restrict his or her comments to no longer than a ten-minute summation of the
principal points of the written statements. The panelists are urged to avoid repeti-
tion whenever possible in their presentations.

Legislative Reorganization Act.-The Chairman observed that the Legislative Re-
organization Act of 1946, as amended, requires all witnesses appearing before the
Committees of Congress to file in advance written statements of their proposed
testimony, and to limit their oral presentations to brief summaries of their argu-
ment. The statute also directs the staff to prepare digests of all testimony for the
use of Committee Members.

Senator Talmadge stated that in light of this statute and in view of the large
number of witnesses who desire to appear before the Committee in the limited time
available for the hearing, all witnesses must comply with the following rules:

(1) All statements must be filed with the Committee at least one day in advance of
the day on which the witness is to appear. If a witness is scheduled to testify on a
Monday or Tuesday, he must file his written statement with the Committee by the
Friday preceding his appearance.

(2) All witnesses must include with their written statements a summary of the
principal points included in the statement.

(3) The written statements must be typed on letter-size paper (not legal size) and
at least 100 copies must be submitted to the Committee.

(4) Witnesses are not to read their written statements to the Committee, but are
to confine their ten-minute oral presentations to a summary of the points included
in the statement.

(5) Not more than ten minutes will be allowed for the oral summary.
Witnesses who fail to comply with these rules will forfeit their privilege to testify.
Written statements. -Witnesses who are not scheduled for oral presentation, and

others who desire to present a statement to the Committee, are urged to prepare a
written position of their views for submission and inclusion in the record of the
hearings. These written statements should be submitted to Michael Stern, Staff
Director, Committee on Finance, Room 2227, Dirksen Senate Office Building by
June 4, 1979.



3

96TH CONGRESS S5.421IST SESSION 4

To provide for demonstration projects for training and employment of recipients of
benefits, under programs of aid to families with dependent children, as
homemakers and home health aides.

IN THE SENATE OF THE UNITED STATES

FEBRUARY 9 (legislative day, JANUARY 15), 1979
Mr. INOUYE and TALMADGE (for himself, Mr. INOUYE, Mr. NUNN, and Mr.

MATSUNAOA) introduced the following bill; which was read twice and re-
ferred to the Committee on Finance

A BILL
To provide for demonstration projects for training and employ-

ment of recipients of benefits, under programs of aid to

families with dependent children, as homemakers and home

health aides.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That (a) the Secretary of Health, Education, and Welfare is

4 authorized to enter into agreements with States, selected at

5 his discretion, for the purpose of conducting demonstration

6 projects for the training and employment of eligible partici-

Ir-E
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1 pants as homemakers or home health aides, who shall pro-

2 vide authorized services to elderly or disabled individuals, or

3 other individuals in need of such services, and to whom such

4 services are not otherwise reasonably and actually available

5 or provided, who would, without the availability of such serv-

6 ices, be reasonably anticipated to require institutional care.

7 (b) For purposes of this section the term "eligible par-

8 ticipant" means an individual who has voluntarily applied for

9 participation and who, at the time such individual enters the

10 project established under this section, has been certified by

11 the appropriate agency of State or local government as being

12 eligible for financial assistance under a State plan approved

13 under part A of title IV of the Social Security Act and as

14 having continuously received such financial assistance during

15 the ninety-day period which immediately precedes the date

16 on which such individual enters such project and who, within

17 such ninety-day period, had not been employed as a home-

18 maker or home health aide.

19 (c)(1) The Secretary shall enter into agreements under 1.

20 this section with no more than twelve States. Priority shall

21 be given to States which have demonstrated interest in pro-

22 viding services of the type authorized under this section.

23 (2) A State may apply to enter into an agreement under

24 this section in such manner and at such time as the Secretary
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1 may in his judgment prescribe through formal regulatory

2 process or by other appropriate and expeditious means.

3 (3) Any State entering into an agreement with the Sec-

4 retary under this section must-

5 (A) provide that the demonstration project shall

6 be administered by a State health services agency des-

7 ignated for this purpose by the Governor (which may

8 be the State agency administering or responsible for

9 the administration of the State plan for medical assist-

10 ance under title XMX of the Social Security Act);

11 (B) provide that the agency designated pursuant

12 to subparagraph (A) shall, to the maximum extent fea-

13 sible, arrange for coordinating its activities under the

14 agreement with activities of other State agencies

15 having related responsibilities;

16 (C) establish a formal training program, which

17 meets such standards as the Secretary may establish to

18 assure the adequacy of such program, to prepare eligi-

19 ble participants to provide part-time and intermittent

20 homemaker services or home health aide services to in-

21 dividuals who are elderly, disabled, or otherwise in

22 need of such services, who would, without the avail-

23 ability of such services, be reasonably anticipated to re-

24 quire institutional care;
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1 (D) provide for the full-time employment of those

2 eligible participants who successfully complete the

3 training program with one or more public agencies (or,

4 by contract, with private bona fide nonprofit agencies)

5 as homemakers or home health aides, rendering au-

6 thorized services, under the supervision of persons de-

7 termined by the State to be qualified to supervise the

8 performance of such services, to individuals who are el-

9 derly, disabled, or otherwise in need of such services,

10 who would, without the availability of such services, be

11 reasonably anticipated to require institutional care, at

12 wage levels comparable to the prevailing wage levels

13 in the area for similar work;

14 (E) provide that such services provided under sub-

15 paragraph (D) shall be made available without regard

16 to income of the individual requiring such services, but

17 that a reasonable fee will be charged (on a sliding scale

18 basis) for such services provided to individuals who

19 have income in excess of 200 percent of the needs

20 standard in such State under the State plan approved

21 under part A of title IV of the Social Security Act for

22 a household of the same size as such individual's

23 household;

24 (F) provide for a system of continuing independent

25 professional review by an appropriate panel, which is
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1 not affiliated with the entity providing the services in-

2 volved, to assure that services are provided only to in-

3 dividuals reasonably determined in need of such sup-

4 portive services;

5 (0) provide for evaluation of the project and

6 review of all agencies providing services under the

7 project;

8 (H) submit periodic reports to the Secretary as he

9 may require; and

10 (1) meet such other requirements as the Secretary

11 may establish for the proper and efficient implementa-

12 tion of the project.

13 (4) The number of participants in any project shall not

14 exceed that number which the Secretary determines to be

15 reasonable, based upon the capability of the agencies in-

16 volved to train, employ, and properly utilize eligible partici-

17 pants. Such number may be appropriately modified, subse-

18 quently, with the approval of the Secretary.

19 (5) Any contract with a private bona fide nonprofit

20 agency entered into pursuant to paragraph (3)(D) shall pro-

21 vide for reasonable reimbursement of such agencies for serv-

22 ices on a basis proportionate to the amount of time allocated

23 to individuals eligible to receive such services under this sec-

24 tion (and, in case such agency is an institution, the amount of

25 the reimbursement shall not exceed the amount of reimburse-
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1 ment which would have been payable if the services involved

2 had been provided by a free-standing agency).

3 (6) For purposes of this section, a facility of the Veter-

4 ans' Administration shall, at the request of the Administrator

5 of Veterans' Affairs, be considered to be a public agency. In

6 the case of any such facility which is so considered to be a

7 public agency, of the costs determined under this section

8 which are attributable to such facility, 90 percent shall be

9 paid by the State and 10 percent by the Veterans' Adminis-

10 tration.

11 (d)(1) For purposes of this section, authorized home-

12 maker and home health aid services include part-time or in-

13 termittent-

14 (A) personal care, such as bathing, grooming, and

15 toilet care;

16 (B) assisting patients having limited mobility;

17 (C) feeding and diet assistance;

18 (D) home management, housekeeping, and shop-

19 ping;

20 (E) health-oriented record keeping;

21 (F) family planning services; and

22 (G) simple procedures for identifying potential

23 health problems.

24 (2) Such authorized services do not include any services

25 performed in an institution, or any services provided under
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1 circumstances where institutionalization would be substan-

2 tially more efficient as a means of providing such services.

3 (e)(1) Agreements shall be entered into under this sec-

4 tion between the Secretary and the State agency designated

5 by the Governor. Under such agreement the Secretary shall

6 pay to the State, as an additional payment under section

7 1903 of such Act for each quarter, an amount equal to 90

8 percent of the reasonable costs incurred (less the Federal

9 share of any related fees collected) by such State during such

10 quarter in carrying out a demonstration project under this

11 section, including reasonable wages and other employment

12 costs of eligible participants employed full time under such

13 project (and, for purposes of determining the amount of such

14 additional payment, the 10 percent referred to in subsection

15 (c)(6), paid by the Veterans' Administration, shall be deemed

16 to be a cost incurred by the State in carrying out such a

17 project).

18 (2) Demonstration projects under this section shall be of

19 a maximum duration of four years- plus an additional time

20 period ot up to six months for planning and development, and

21 up to six months for final evaluation and reporting. Federal

22 funding under this subsection shall not be available for the

23 employment of any eligible participant under the project after

24 such participant has been employed for a period of three

25 years.
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1 (0 For purposes of title IV of the Social Security Act,

2 any eligible participant taking part in a training program

3 under a project authorized under this section shall be deemed

4 to be participating in a work incentive program established

5 by part C of such title.

6 (g) For the first year (and such additional immediately

7 succeeding period as the State may specify) during which an

8 eligible participant is employed under the project established

9 under this section, such participant shall, notwithstanding

10 any other provision of law, retain any eligibility for medical

11 assistance under a State plan approved under title XIX of

12 the Social Security Act, and any eligibility for social and sup-

13 portive services provided under the State plan approved

14 under part A of title IV of such Act, which such participant

15 had at the time such participant entered the training program

16 established under this section.

17 (h) The Secretary shall submit annual reports to the

18 Congress evaluating the demonstration projects carried out

19 under this section, and shall submit a final report to the Con-

20 gress not less than six months after he has received the final

21 reports from all States participating in such projects.

22 (i) The Secretary shall, and is hereby authorized to,

23 waive such requirements, including formal solicitation and

24 approval requirements, as will further expeditious and effec-

25 tive implementation of this Act.
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96TH CONGRESS
IST SESSION S e 8

To amend title XVIII of the Social Security Act to eliminate certain restrictions
and limitations imposed for the receipt of home health services and to make
more accessible home health services to those in need, and for other
purposes.

IN THE SENATE OF THE UNITED STATES

FEBRUARY 26 (legislative day, FEBRUARY 22), 1979

Mr. DomENICI (for himself, Mr. PACKWOOD, Mr. CHILES, Mr. LEAHY, Mr.
BELLMON, Mr. BAKER, Mr. EAGLETON, Mr. CHAFER, Mr. PERCY, Mr.
CHURCH, Mr. HEINZ, Mr. RIEGLE, Mr. THURMOND, Mr. BURDICK, Mr.
COHEN, Ms. KASSEBAUM, and Mr. SCHMITT) introduced the following bill;
which was read twice and referred to the Committee on Finance

A BILL
To amend title XVIII of the Social Security Act to eliminate

certain restrictions and limitations imposed for the receipt of

home health services and to make more accessible home

health services to those in need, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,

3 That this Act may be cited as the "Medicare Home Health

4 Amendments of 1979".

fi-Ee
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1 SEc. 2. (a) Section 1811 of the Social Security Act is

2 amended by inserting "and home health services" immedi-

3 ately after "hospital and related post-hospital services".

4 (b) Section 1812(a)(3) of such Act is amended to read as

5 follows:

6 "(3) home health services.".

7 (c) Section 1812(d) of such Act is repealed.

8 (d) Section 1812(e) of such Act is amended-

9 (1) by striking out "(b), (c), and (d)" and inserting

10 in lieu thereof "(b) and (c)"; and

11 (2) by striking out "post-hospital extended care

12 services, and post-hospital home health services" and

13 inserting in lieu thereof "and post-hospital extended

14 care services".

15 (e) Section 1814(a)(2)(D) of such Act is amended to read

16 as follows:

17 "(D) in the case of home health services, (i) such

18 services are or were required because the individual is

19 or was confined to his home (except when receiving

20 items and services referred to in section 1861(m)(7))

21 and needed skilled nursing care on an intermittent

22 basis, or physical, occupational, or speech therapy; (ii)

23 a plan for the furnishing of such services has been es-

24 tablished and is periodically reviewed by a physician

25 or, in the case of home health services provided in a
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1

2

3

4

5

6

7

8

- 9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

rural area described in clause (i) of the second sentence

of section 1861(aa)(2), by a physician's assistant or

nurse practitioner (as defined in section 1861(aa)(3))

who is under the general supervision of a physician

and is certified as being competent to establish and

review such a plan (as determined pursuant to regula-

tions of the Secretary); and (iii) such services are or

were furnished while the individual is or was under the

care of a physician; or".

(0(1) Section 1814(i)(1) of such Act is amended by strik-

ing out "posthospital".

(2) Section 1814(i)(2) of such Act is amended-

(A) by striking out "that individuals have condi-

tions designated in regulations as provided in this sub-

section" and inserting in lieu thereof "with respect to

the condition or conditions by reason of which the indi-

vidual is required to have home health services"; and
(B) by inserting after "physician" each place it

appears therein, "or physician's assistant or nurse

practitioner (as defined in section 1861(aa)(3)) certified

under subsection (a)(2)(D)".

(3) The heading of section 1814(i) of such Act is

amended by striking out "Posthospital".

(g) Section 1832(a)(2)(A) of such Act is amended by

striking out "for up to 100 visits during-a calendar year".

48-611 0 - 79 - 2



14

1 (h) Section 1834 of such Act is repealed.

2 (i) Section 1835(a)(2)(A) of such Act is amended to read

3 as follows:

4 "(A) in the case of home health services, (i) such

5 services are or were required because the individual is

6 or was confined to his home (except when receiving

7 items and services referred to in section 1861(m)(7))

8 and needed skilled nursing care on an intermittent

9 basis, or physical occupational, or speech therapy; (ii) a

10 plan for the furnishing of such services has been estab-

11 lished and is periodically reviewed by a physician or, in

12 the case of home health services provided in a rural

13 area described in clause (i) of the second sentence of

14 section 1861(aa)(2), by a physician's assistant or nurse

15 practitioner (as defined in section 1861(aa)(3)) who is

16 under the general supervision of a physician and is cer-

17 tified as being competent to establish and review such

18 plan (as determined pursuant to regulations of the Sec-

19 retary); and (iii) such services are or were furnished

20 while the individual is or was under the care of a

21 physician;".

22 (j) Section 1861(m) of such Act is amended-

23 (1) in the matter preceding paragraph (1), by in-

24 serting "or, in the case of home health services pro-

25 vided in a rural area described in clause (i) of the
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1 second sentence of subsection (aa)(2), by a physician's

2 assistant, or nurse practitioner (as defined in subsection

3 (aa)(3)) who is under the general supervision of a phy-

4 sician and is certified as being competent to establish

5 and review such a plan (as determined pursuant to reg-

6 ulations of the Secretary)" immediately after "re-

7 viewed by a physician";

8 (2) by inserting "who has successfully completed

9 a training program which is in conformity with applica-

10 ble standards developed by the Secretary under section

11 1861(o)(6))" before the semicolon at the end of para-

12 graph (4); and

13 (3) by adding at the end thereof the following new

14 sentence: "In establishing the plan required by this

15 subsection the physician (or physician's assistant or

16 nurse practitioner) shall include a program of patient

17 education aimed at achieving (to the maximum extent

18 feasible) independence for the individual from the need

19 for care provided by other persons.".

20 (k)(1) Section 1861(n) of such Act is repealed.

21 (2) Section 1861(e) of such Act is amended by striking

22 out "subsections (i) and (n) of this section" each place it ap-

23 pears and inserting in lieu thereof in each instance "subsec-

24 tion (i) of this section".

25 0) Section 1861(o) of such Act is amended-
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1 (1) by striking out "and" at the end of paragraph

2 (5);

3 (2) by inserting before the semicolon at the end of

4 paragraph (6) the following: ", which shall include

5' standards developed by the Secretary with respect to

6 health, safety, and the quality and appropriateness of

7 services, including (A) training of home health aides,

8 and (B) uniform standards for data collection to ensure

9 appropriate evaluation of care"; and

10 (3) by adding after paragraph (6) the following

11 new paragraphs:

12 "(7) submits on a bimonthly basis, in accordance

13 with uniform standards to be established by the Secre-

14 tary, a bill to each individual receiving home health

15 services from such agency which lists all services pro-

16 vided to such individual during that 2-week period, the

17 day on which each service was provided, the charge

18 for each service, and the name and title of the individ-

19 ual who provided each service; and

20 "(8) meets such additional requirements as the

21 Secretary may find necessary for the effective and effi-

22 cient operation of the programs established under this

23 title.".

24 (m)(1) Section 1861(e) of such Act is amended-
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1 (A) by inserting "(subject to the provisions of

2 paragraph (4)" after "the Secretary may" in para-

3 graph (2); and

4 (B) by adding the following new paragraph at the

5 end thereof:

6 "(4) Notwithstanding subsections (a) and (d) and para-

7 graphs (1), (2), and (3) of this subsection, the Secretary shall

8 designate regional agencies or organizations which have en-

9 tered into an agreement with him under this section to per-

10 form functions under such agreement with respect to home

11 health agencies (as defined in section 1861(o)) in the region

12 (except those home health agencies which choose to have

13 payments made to them directly by the Secretary). Such

14 agencies or organizations shall perform activities such as

15 monitoring home health agency costs in each region, prepar-

16 ing and publishing annual cost comparison tables for such

17 agencies in each region, and monitoring the standards that

18 are developed by the Secretary under section 1861(o)(6).".

19 (2) Section 1842(0 of such Act is amended-

20 (A) by inserting "(but subject to paragraph (3))"

21 after "other persons" in paragraph (1);

22 (B) by inserting "(but subject to paragraph (3))"

23 after "providers of services only"-in paragraph (2);

24 (C) by striking out "and" at the end of paragraph

25 (1);
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1 (D) by striking out the period at the end of para-

2 graph (2) and inserting in lieu thereof "; and"; and

3 (E) by adding at the end thereof the following

4 new paragraph:

5 "(3) with respect to home health agencies, only a

6 regional agency or organization designated by the Sec-

7 retary under section 1816(e)(4).".

8 (n) Section 226(c)(1) of such Act is amended-

9 (1) by striking out "and post-hospital home health

10 services" and inserting in lieu thereof "and home

11 health services"; and

12 (2) by striking out "or post-hospital home health

13 services" in clause (B).

14 (o) Section 7(d)(1) of the Railroad Retirement Act of

15 1974 is amended by striking out "posthospital home health

16 services" and inserting in lieu thereof "home health

17 services".

18 SEc. 3. (a) The Secretary of Health, Education, and

19 Welfare shall establish, in accordance with the provisions of

20 section 1861(v)(1)(A) of the Social Security Act, guidelines

21 for the direct and indirect incurred costs of providers of home

22 health services, within one hundred and twenty days after

23 the date of the enactment of this Act, and such guidelines

24 shall be the basis for determining reasonable cost for home

25 health services as provided in such section 1861(v)(1)(A).
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The guidelines shall apply to specific line item costs which

constitute home health services.

(b) The Secretary of Health, Education, and Welfare

shall monitor the costs of home health services and shall

report to the Congress within thirty days if he determines for

any period that the cost of home health services is increasing

at a rate greater than the rate of increase in the medical care

services component of the Consumer Price Index (as deter-

mined by the Department of Labor). Such report shall include

any recommendations for action, including recommendations

for legislative action, which the Secretary considers neces-

sary or appropriate.

(c) The Secretary of Health, Education, and Welfare

shall issue an interim report to the Congress eighteen months

after the date of the enactment of this Act, and shall issue a

final report to the Congress three years after the date of the

enactment of this Act, on the frequency of use of home health

services by individuals eligible for benefits under part A, or

enrolled under part B, of title XVIII of the Social Security

Act. The report shall include an analysis of the increase (if

any) in the number of home health visits resulting from the

removal of the one hundred-visit limit (under this Act), and

any recommendations with respect to a numerical limitation

on such visits.
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1 SEC. 4. (a) The amendments made by section 2 shall,

2 except as provided in subsection (b), apply with respect to

3 items and services furnished on or after the first day of the

4 first month which begins more than one hundred and twenty

5 days after the date of the enactment of this Act.

6 (b) The standards required to be developed by the Sec-

7 retary of Health, -Education, and Welfare by the amendment

8 made by section 2()(2) shall be developed within one year

9 after the date of the enactment of this Act.

10 SEC. 5. (a) The Secretary of Health, Education, and

11 Welfare shall establish demonstration projects to test, over a

12 two-year period, the effectiveness of agency or multiagency

13 utilization review committees in ensuring the medical neces-

14 sity, cost efficiency, and appropriate use of home health

15 services.

16 (b) Such committees shall be composed of professional

17 personnel from the home health agency or from that agency

18 and other home health agencies which share the same utiliza-

19 tion review committee with such agency and at least three

20 professional personnel who are not employees of any such

21 agency and have no financial interest in any such agency.

22 The professional personnel who are not employees of any

23 such agency must have a working knowledge of home health

24 care services. Further, the three or more professional person-

25 nel who are not agency staff, but are part of the utilization
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1 review committee, must include at least one physician and

2 one representative from the community.

3 (c) The utilization review committee shall be responsible

4 for assuring the efficient use, medical necessity and appropri-

5 ate utilization of home health services. Such committee shall

6 (1) focus on the quality and efficacy of home health services;

7 (2) monitor the continued need for home health services; (3)

8 determine if the services are being provided in accordance

9 with the patient's plan of care; (4) determine if such services

10 are appropriately used; and (5) determine that a periodic re-

11 assessment is made of the patient's needs, with appropriate

12 revisions in the plan of care.

13 (d) The demonstration projects shall be established in

14 such areas so as to include variations in population density,

15 geographical areas, types of agencies, and types of facilities

16 which house such agencies.

17 (e) The Secretary shall report to Congress within six

18 months after the completion of the demonstration projects

19 with respect to the effectiveness of the projects and any pro-

20 posals he may have for legislative action.
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Senator TALMADGE. The subcommittee will please come to order.
Today is the first of 2 days of testimony on the important subject

of home health care services.
Properly provided home health care and related services are

generally conceded to be the humane and economic alternative to
institutional care.

But there is an obvious need to approach the question of expan-
sion of home health services with caution.

As the Comptroller General of the United States and others have
pointed out, there is in many areas a lack of an effective definition
of services and, even greater, a lack of effective control over the
utilization and costs of these services. The work of the Senate
Special Committee on Aging, the Senate Permanent Subcommittee
on Investigations, the General Accounting Office, and the Depart-
ment of Health, Education, and Welfare have indicated areas of
significant abuses and apparent fraud in the operations of some of
the home health and homemaker agencies in a number of States,
including California, Illinois, and Florida-problems from one coast
to the other.

At the same time there is a need to accelerate proper develop-
ment of coordinated and properly utilized home health care serv-
ices.

Probably -he greatest area where health insurance coverage is
lacking is th.at of long-term care.

Obviously, then, the pressure is on to provide coverage for that
kind of car(, in any new national health insurance legislation.

My own concern is that, absent effective and generally available
home care prc grams, the end result would be a further increase in
the placing of' people in long-term institutions who could more
appropriately amd more humanely be cared for at home.

We will hear testimony concerning what appear to be excessive
costs charged cay some agencies in providing care.

At the seie time, I believe we need to recognize differences in
patients and services of different home health programs.

Certainly, many hospital-based programs provide care to patients
who need a more extensive and complex level of services.

Legitimate differences in costs should be recognized.
On the other hand, recognition of legitimate differences should

not be an excuse for piling the expense of services of dubious value
onto the federally financed programs.

There is also the question of proposed participation in medicare
of proprietary for-profit home health agencies without regard to
whether they are licensed by a state.

Today, medicare will pay for a for-profit agency if it is licensed
by a State.

Legislation is being proposed to have the Secretary of HEW set
the standards for proprietary agencies, bypassing any requirements
of State licensure.

Since medicare and medicaid were enacted, the quality of State
supervision of health care providers has, in my opinion, increased
significantly.

The Federal Government, in fact, relies more and more on the
States to assure compliance with proper standards of health and
safety of operation.
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Frankly, I do not think we need any more authority lodged in
the Secretary of HEW to override a State decision with respect to
licensure of ior-profit home health agencies.

On the other hand, my inclination is that nonprofit home health
agencies should also be licensed and all home health agencies
should be subject to certification of need requirements.

In any case, we have an extensive list of witnesses, and I suspect
that we will hear testimony pro and con on these matters.

Again, in view of the large number of witnesses, I would ask that
every effort be made to comply with the committee's time require-
ments.

And now, it is a pleasure to hear from Senators Chiles, Cohen,
and Domenici.

I want to welcome you to this hearing and we look forward to
your constructive statements.

Before we proceed, gentlemen, do you have any statements, Sen-
ator Packwood?

Senator PACKWOOD. Mr. Chairman, I have a rather lengthy open-
ing statement tila I ask be placed in the record.

Senator TALMADGE. Without objection, it will be inserted in full
at this point.

[The opening statement of Senator Packwood follows:]

STATEMENT BY BOB PACKWOOD

Mr. CHAIRMAN. I am very pleased that the Senate finance Committee has chosen
to accept my recommendation to hold hearings on the most important issue of home
health care, and I'd like to thank Jay Constantine, the chief health professional
staff member, for his immediated assistance on this issue.

Home health care represents one of the most effective alternatives to
institutionalization for older Americans who become ill but would prefer to remain
in their own homes as long as possible. Yet the Administration has chosen not to
support this vital program because of "budgetary limitations." This was demonstrat-
ed again when the Administration sent Congress the long-awaited and long-delayed
H.R. 3 Report. This report was originally designed to analyze, evaluate, and make
recommendations to Congress on all aspects of home health services under the
Social Security Act. However, when we finally received this report, it lacked one
essential ingredient: legislative recommendations. As a consequence, I believe it is
necessary that the Administration witnesses be prepared to answer questions about
the report, and more importantly, state their position on strengthening the home
health care program under Medicare.

Demographers project a numerical increase in the older American population to a
total of over 32 million persons over the age of 65 by the year 2000. Between the
years of 1975 and the year 2000, we can expect the age group 65-74 to increase 22.3
percent; the age group 75-84 to increase by 56.9 percent; and the age group 85 and
older to increase by 92.1 percent. That health-related problems currently experi-
enced by the elderly are expected to increase and diversify as a result of the
increasing numbers of older persons, substantiates the need for greater availability
of alternative healthy delivery systems such as home health care.

Much research has been conducted documenting the effectiveness of home health
care as a mechanism to allow older people to remain in their own homes for as long
as possible. The recent publication of "Health U.S.A.," 1978, reported that, "In a
recent H.C.F.A. study (soon to be released) it has been estimated that a year of
home care services based upon 1975 average of $428 per year for those 65 years of
age costs approximately half the monthly bill for a nursing home (using a 1975
nursing home cost average of $800 per month)."

Since it is clear that providing home health care for older Americans will benefit
all concerned from both a humane and an economic standpoint, it would behoove
the Congress, and particularly this committee, to determine how we can best
strengthen the home health care program under Medicare.
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To date, the Finance Committee has accepted two of the provisions from S. 489,

the elimination of the three-day prior hospitalization requirement and the provision
for unlimited home health visits.

While Senator Domenici is going to touch upon the remaining provisions of our
bill, I would like to commend the Senator for his leadership on this issue, and his
staff for their excellent work. Therefore, I would like to examine some other
provisions which have not been addressed to date, in legislative form.

First, one of the major concerns of home health agencies is the issue of coverage
for the evaluation visit, that is, those visits that are required by Medicare for each
home health recipient prior to receiving services. To date, the cost of such visits has
been charged as administrative expenses to each agency, and as a result, thp
agency's expenses increase. It is important that we consider changing this require-
ment to provide coverage of the evaluation visit as an allowable cost rather than
continue this provision as an administrative expense.

Second, we have thousands of trained dieticians in this country, whose services go
unrecognized as a covered benefit under the current design of the Medicare home
health program. Subsequently, nurses and other professionals, who are not formally
trained in this area, are forced to give nutrition counseling. While I recognize the
excellent job nurses and others have been able to perform to date, I believe we
should consider amending current law to include nutrition service visits as an
allowable medicare benefit.

Third, this country has experienced an increase in the number of terminally ill
persons who wish to stay at home, rather than be forced to spend their last
remaining days in an institution. Yet, while the desire to do so is there, the current
Medicare program does not cover the types of services often needed by these
persons. It is important that we examine the possibility of including some coverage
of home health services to terminally ill patients.

Fourth, homemaker services-those services which are not considered to be
skilled services-should be given careful consideration as a covered benefit under
Medicare. Often a Medicare beneficiary is not in need of skilled nursing services,
but is in need of some form of non-skilled homemaker-type of assistance. Such
services will enable these persons to remain at home, rather than be prematurely
and often unnecessarily institutionalized.

In my own State of Oregon, we have a program entitled Project Independence,
which is designed to provide supportive services to help older Americans remain in
their own homes. The success of this program has been publicized nationwide. The
need, therefore, for the availability of supportive homemaker-type services increases
as our elderly population continues to grow.

Fifth, H.E.W. recently proposed "cost limit" guidelines for home health agencies.
While I believe it is important to set cost limits in home health care, I also believe
we should do so realistically. The distinction H.E.W. has chosen to use between
urban and rural areas needs to be closely examined. Often the geographical differ-
ences are important ones. Further, I am concerned that these proposed limits do not
take into consideration the "start-up" costs experienced by new home health agen-
cies. Therefore, I am hopeful that the witness for the Administration will also be
able to address this issue.

Finally, while there is a pressing need to strengthen and prudently expand the
availability of home health services in this country, it is equally important that we
also address other long-term health care needs of our aging population. I believe we
are at a point in this country today where we must develop over the next decade a
comprehensive approach to the health delivery problem which recognizes fully the
problems of this country's aging population. Such an approach must not only
provide health services, but must begin to realistically develop preventive health
education programs which consist, in part, of teaching self-care and self-examina-
tion. Further, available alternatives to institutionalization must also be developed.
Home health care is only part of this systems approach. The remaining parts must
be developed as part of a comprehensive long-term care bill.

I believe it is important we recognize that while incremental changes are needed
to make home health care more effective, it is equally as important we begin to look
at the serious problems surrounding Medicare, Medicaid, and Title XX.

There is currently d lack of coordination among these programs. While we have
discussed changes to make these programs more effective, we really have NOT
followed through. Medicare was developed with an institutional bias that still exists
and continues to be an administrative nightmare. Medicaid's problems speak for
themselves, and the role of Title XX in health care remains, in part. a question of
interpretation.
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Therefore. we are faced with more than just changing the allowable benefits
structure under Medicare. As responsible legislators, we are faced %%ith the chal-
lenge of moving immediately to examine these programmatic problems and develop-
ing workable solutions, and the time to do so is now!

As a consequence, I hope that my colleagues on the Finance Committee will join
with me in working toward this goal. To this end, I have asked my staff to prepare a
series of long-term care initiatives which will help solve these problems, but which
also recognizes the need to maintain a cost-sharing approach. It is my hope that
these proposals will be introduced over the next six weeks.

Senator PACKWOOD. I would like to read a brief statement.
Mr. Chairman, I am pleased that the Senate Finance Committee

has chosen to hold hearings on the important issue of home health
care. I further would like to thank Jay Constantine, chief health
professional staff member for his immediate assistance on this
issue.

Home health care represents one of the most effective alterna-
tives to institutionalization, yet the administration has chosen not
to support this vital program because of budgetary limitations.

This was further demonstrated when the administration sent
Congress the long-awaited, long-delayed H.R. 3 report. Numerous
research has been conducted documenting the effectiveness of
home health care as a mechanism which assists older people to
remain in their own homes for as long as possible.

The recent publication of "Health, U.S.A., 1978," reported that in
a recent HCF study, soon to be released, it has been estimated that
a year of home care services based on the 1975 average of $428 per
year for those 65 years of age, costs approximately half the month-
ly bill for a nursing home, using a 1975 nursing home cost average
of $800 per month.

Therefore, the question really faces this Congress, particularly
this committee, is how we can best strengthen the home health
care program under medicare.

As we discuss amending the medicare home health program, I
think it is important that we should give consideration to: One,
amending the requirement to provide coverage of the evaluation
visit as an allowable cost rather than continuing this provision as
an administrative expense.

Two, allowing certified dietitian services as a covered benefit.
Three, including some coverage of home health services to termi-

nally ill patients and four, allowing for the coverage of home-
maker-home health aides.

I believe it is important to recognize that, while incremental
changes are needed to make home health care more effective, it is
equally as important that we begin to look at the serious problems
surrounding medicare, medicaid and title XX.

There is currently a lack of coordination among these programs.
While we have discussed changes to make these programs more
effective, we have not really followed through. Medicare was devel-
oped with an institutional bias that still exists and continues to be
an administrative nightmare. Medicaid's problems speak for them-
selves and for title XX, health care remains, in part, a question of
interpretation. Therefore, we are faced with more than just chang-
ing the allowable benefits structure under medicaid. As responsible
legislators we are faced with the challenge of moving immediately
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to examine these programmatic problems and developing workable
solutions, and the time to do so is now.

As a consequence, I hope that my colleagues on the Finance
Committee will join with me in working toward this goal. To this
end, I have asked my staff to prepare a series of long-term health
care initiatives which will help solve these problems but which also
recognize the need to maintain a cost-sharing program.

Senator TALMADGE. Thank you, Senator Packwood.
Any statement, Senator Dole?
Senator DOLE. Just very briefly.
I appreciate the comments of the chairman, Senator Talmadge,

and would also underscore the outstanding work both the chair-
man and Senator Packwood have done and one of the measures
that we will be discussing today, proposed by the distinguished
Senator from Oregon.

As he properly pointed out, the medicare program has previously
favored institutionalization. I would hope we can change that bias.

Senator TALMADGE. Without objection it will be inserted in full
in the record.

[The prepared statement of Senator Dole follows:]

STATEMENT OF SENATOR BOB DoLE

Mr. Chairman, I am pleased to join with you this afternoon, in welcoming our
witnesses. The subject of home health care is an important area, one that deserves
our attention.

INSTITUTIONAL. IAS

Itome-based health services offer to many individuals the opportunity to remain
in surroundings most supportive of their physical and mental well being. But
traditionally, the Medicare Program has heavily favored institutionalization. In
addition to being costly, this focus has also often resulted in unnecessary use of
institutions, at a time when there are many efforts to decrease the costs of health
care. We must begin to seek out alternative locations for the delivery of care. One
such location should certainly be the home.

HISTORICAL PERSPECTIVE AND PROBLEMS

Congress originally included home care benefits in the Social Security Amend-
ments of 1965; utilization of these services has increased since that time, but so have
the problems. The problems are found in many areas.

Congressional hearings in 1976 and 1977 raised numerous questions about the
reasonableness of home health agency costs; questions have been raised about the
restrictive nature of the homebound requirement; some have claimed that there is
no coordinated home health policy in this country, others have noted our failure to
use these services to their fullest extent.

All of these, and other issues that I hope will be raised today, must be addressed.
It is, however, of no use to merely point out the problems, we must also seek out
answers. Because of this I was disappointed to note that the Administration did not
include in their report any recommendations for change.

While recognizing the fiscal difficulties facing the Medicare Program, I nonethe-
less believe that the Department does have the responsibility to point out potential
solutions to problems and then a!low the Congress the opportunity to debate them
on their merits. To provide us no suggestions for change, and merely a listing of
problems, is to have only done hall the job. I am hopeful, however, that the
Administration in its testimony today will provide us with some solutions to the
problems they note in their report.

As many of' you may be aware, Senators Danforth, Diomenici and I recently
introduced catastrophic health insurance and Medicare amendments of 1979. This
legislation contains a number of provisions dealing with home health care which
would delete all limits on the number of' days, liberalize the homebound require-
ment, and add occupational therapy as a primary service. Other provisions are also
included. Senators )onienici and Packwood have also introduced S. V49, the Home
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Health Care amendments of 1979, which contains a number of additional sugges-
tions.

I believe our bills address some of the problems that exist-certainly not all. I
hope to hear from the witnesses some further recommendations.

ALTERNATIVE CARE FOR TERMINALLY ILL

One area that I hope receives particular attention is the potential for the use of
home care services by the terminally ill. The focus of our health care delivery
system, even home care, has been historically directed toward caring and curing.
Central to this is the question of what kind of care is more appropriate for the
terminally ill?

As society has moved from the extended family of old to the smaller, non-
extended family of today, the support systems necessary to care for a terminally ill
family member have become less available. This is further complicated by our
present reimbursement system which pays for institutional care but not for home
care in most instances.

There is a desire on the part of many to look to home care again as a viable
resource.

In a south-central Connecticut survey of deaths from cancer, between 1969 and
1971, 67 percent of the patients expressed a desire to die at home as opposed to the
20 percent who did die at home. However, in order for home care to again become a
reality we must determine the type of support systems the family and the individu-
al need.

We must also continue to seek out other models of care, for while there is general
consensus that for the individual with appropriate support systems, financial
means, etc., the best place to die may be at home, there are circumstances, such as
the physical condition of the individual, where this is not appropriate.

What appears to be emerging is a sensitivity toward the dying individual and an
appreciation for the role of the family and the home in caring for these people. We
must seek out forms of treatment that support this movement, and afford the
individual the optimum opportunity to make their own decisions.

CONCLUSION

I look forward to hearing from each of you today, and from those witnesses
scheduled to testify tomorrow. Together we must seek out answers that will result
in a health care delivery system that is sensitive to the needs of our people.

Senator DOLE. As we hear the statements from our distinguished
witnesses, starting with our colleagues, Senators Chiles, Cohen, and
Domenici, I hope that we can come to grips with the problem and
perhaps make the necessary modifications, and that the HEW wit-
nesses will not only address the problems that we may underscore
but provide us some guidelines for finding solutions.

I would like to touch on one area that I hope receives attention
in this intensive use of home care services by the terminally ill.
The focus of our health care delivery service, even home care, has
been historically directed toward caring and curing. An example of
this is a question of what kind of care is more appropriate for the
terminally ill.

Our society has moved from the extended family to the small
centralized family of today. Service to care for the terminally ill is
less available in our present system, which favors institutional
care, not home care, in most instances.

There is a desire on the part of many for home care as a viable
resource. In south central Connecticut, a survey of deaths from
cancer between 1969 and 1971 show that 67 percent of the patients
expressed desire to die at home as opposed to the 20 percent who
did die at home.

However, in order for home care to again become a reality, we
must discover the type of support system the family and individual
need. It just seems to me that this is a highly appropriate time for
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these hearings, and I look forward to the testimony of the wit-
nesses.

Thank you, Mr. Chairman.
Senator TALMADGE. Thank you, Senator Dole.
Senator Chiles is chairman and Senators Domenici and Cohen

are members of the Subcommittee on Aging and have requested an
appearance. I am delighted that you could come.

Senator Chiles has been delayed.
Senators Domenici and Cohen, you may proceed in any manner

that you see fit.

STATEMENT OF HON. PETE V. DOMENICI, A U.S. SENATOR
FROM THE STATE OF NEW MEXICO

Senator DOMENIci. Thank you, Mr. Chairman and members of
the committee. If Mr. Cohen would agree, I would like to go first,
and I will be very brief.

Senator TALMADGE. You may insert your full statement in the
record and summarize it in any manner that you see fit, Senator.

Senator DOMENICI. Thank you, Mr. Chairman.
I would say that Senator Chiles, the chairman of the Special

Committee on Aging has exhibited a very significant interest in
this area. I am sure that he is detained for good and proper
reasons. I am also involved in another hearing on energy. So I
intend to be very brief.

However, I want to start with two accolades.
First, I want to thank Jay Constantine, a member of your major-

ity staff, for the cooperation and kindness he has shown to our
staff on the Aging Committee in helping us on this matter. I would
also like to thank this committee for holding these hearings and
deciding, in spite of the administration's opposition, to consider
making some significant changes in home health care this year.

Senator Cohen, while he was a Member of the House, did a
genuine service in getting legislation passed that required the ad-
ministration to study in detail issues related to home health care.

I think he can tell you what has happened to that report. I think
it is common knowledge that we have to begin to get away from
favoring institutionalization and move toward alternative forms of
health care delivery.

I have a rather detailed statement, Mr. Chairman, along with a
letter that I have sent to about 1,000 people who participate as
managers and administrators of home health care providers. We
are beginning to receive replies. We will try to put them in a
meaningful manner and, if the record is still open, we will supply
the committee with the responses.

Senator TALMADGE. We will keep the record open for any materi-
al you desire to insert.

Cenator DOMENICI. I ask that my full statement be submitted at
this point.

Senator TALMADGE. It will be inserted.
Senator DOMENICI. Let me commend the committee for taking a

step in the right direction. Senate bill 489 has a number of provi-
sions that we think would greatly improve home health care. Sena-
tor Cohen is a cosponsor, as is Senator Packwood, and, of course,
Senator Chiles, chairman of the Aging Committee.
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I understand that two very important parts of that bill have
already been considered and are going to be included in major
legislation modifying our health care delivery system. First, is the
elimination of the 3-day hospitalization requirement for senior citi-
zens under medicare. That is an absolute must, in my opinion. The
3-day requirement is a disincentive, as I see it, to expanding home
health care and, conversely, an incentive to hospitalize-the true
cost of which we will never be able to measure until we got rid of
it. I think it is good that this subcommittee is going to abolish it.

Second, I understand you have decided, as a committee, to lift
the limit on home health visits.

There are a number of other provisions in S. 489 such as designa-
ting regional intermediaries, allowing physician assistants and
nurse practitioners who are under the general supervision of a
physician to develop plans of care for home health recipients in
rural areas, including occupational therapy as a primary service,
and requiring all home health care aids to complete an approved
training course. I have itemized these points in greater detail in
my full statement. I think they are important and I urge this
committee to include as many of those innovations as possible in
your final bill.

Having said that, let me say to this committee that, for too many
years this administration and other committees in the Senate and
the House have refused to make major changes of the type we are
contemplating here today. They have argued that health care is
already too expensive and to make any changes will just cost the
Federal Government more money. I urge you to follow through
with what you are doing and ignore that kind of rationale. If you
follow the old line of thinking, you are never going to make any
changes away from the present institutional thrust, because any-
thing new costs more money.

That is not the issue. The issue is a delivery system that includes
more than one thrust, because that is what this country needs.
Ultimately, it will be more efficient, more cost effective, and more
importantly, it will probably serve Americans better.

I thank the members of the committee.
Senator TALMADGE. Senator, I thank you for an excellent state-

ment. It is my recollection that your State, New Mexico, took the
lead in training people on welfare as home health aids under the
work incentive program. I understand they have done an outstand-
ing job.

Is that a correct assessment?
Senator DoMENICI. That is absolutely correct, Mr. Chairman.
Also, because of the efforts of our State legislature, our medical

schools have gone out into the rural areas and are experimenting
with innovative ways to deliver services.

As long as medical students and paramedics are under the direc-
tion of a doctor, they have an important place in rural communi-
ties which have no doctors. Some of those paramedics and aides
were trained under the program you described and it has been a
tremendous success.

Senator TALMADGE. Are there any questions?
Senator Packwood?
Senator PACKWOOD. No.
Senator TALMADGE. Senator Dole?
Senator DOLE. No.
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Senator TALMADGE. Senator Chiles has arrived.
You may proceed in any manner you see fit, Senator. We are

delighted to have you.

STATEMENT OF HON. LAWTON CHILES, A U.S. SENATOR FROM
THE STATE OF FLORIDA

Senator CHILES. Thank you very much, Mr. Chairman. I want to
commend the Finance Committee for its review of needed changes
in Federal programs in support of home health care, and I appreci-
ate this opportunity to appear before you. Senator Domenici and
Senator Cohen are also addressing provisions of S. 489 which I
have cosponsored to make improvements in medicare's home
health program.

I strongly endorse this bill. Many of its provisions have already
been approved by your committee. Insuring access to quality home
health care is an important issue now and will continue to demand
close attention. I would like to direct my comments to other areas
that I feel must be acknowledged and acted upon very soon.

I urge you to recognize and carefully consider the dilemma we
face in home health care. Controls against financial waste and
abuse must be significantly improved and the quality of home
health care services must also be improved. This is true for home
care financed under medicaid and title XX as well as medicare.

Access to home care must be significanly expanded before we
can begin to meet current needs.

Our Committee on Aging estimates that up to 4 million
noninstitutionalized persons over the age of 65 have a need for
some form of supportive home care. Less than 2 million now have
access to this care and this gap is going to increase as our older
population increases.

Hale Champion told us at a hearing this morning that coming to
grips with the home care system is one of the most important
problems of the last quarter century and if we do not solve our
problems, we will be in real trouble.

At the same time, we are afraid we will not be able to meet these
needs without careful attention to cost. Significant savings can be
achieved through better program management.

All three programs must be viewed together.
I urge you to direct the Department of Health, Education, and

Welfare to move quickly in this area. Delay and procrastination
give those who choose to control costs by denying service the oppor-
tunity to cry fraud and abuse and use that as a crutch and as a
reason why we should not increase services.

The time is running out and action needs to be taken now. The
authority given to the Department under the 72 amendments to
the Social Security Act and the 1977 Anti-Fraud and Abuse
Amendments to strengthen management of home care programs
has not been wisely used. Action has been too slow.

S. 489 would require action now and guidelines for administra-
tive and contracting costs, regional intermediaries, and in other
areas.

Investigations conducted by the Subcommittee on Federal Spend-
ing Practices, which I chair, and the Committee on Aging, have
produced ample evidence of weakness in administration of home
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care programs. A report issued by the General Accounting Office
just last week again has confirmed that opportunities for program
waste and abuse exist.

GAO has recommended the Department develop medicare guide-
lines for administrative costs of home health agencies and clarify
contracting practices. I believe this committee should require the
Department to act on these recommendations.

I repeat again, the needs are great and time is running out. The
question of whether or not an increased emphasis on home health
is a desired objective has already been answered. A Committee on
Aging survey shows a pronounced trend toward increased state
reliance on home care services under medicaid and title XX, par-
ticularly under title XX.

Medicare home health expenditures are also increasing, even
though they account for only 2 percent of overall medicare expend-
itures. We certainly should expect further growth.

Home health care must be viewed in the context of all three
programs. Without this integrated view, opportunities for program
abuse are magnified and overall costs are increased. We are invit-
ing trouble when manipulation of reimbursement sources is forced
on providers by the programs themselves, and this has been the
case. Home care services provided under medicaid and title XX are
often of inferior quality and abuses are now emerging.

The most basic needs filled through these three separate pro-
grams are similar, differing mostly in the degree of medical care
provided. The authorizing legislation and regulations do not recog-
nize this. The goals are the same; but eligibility, definitions of
services allowed, and needs to be served are all different.

The HEW staff has concluded that every aspect of the program
precludes the development of a rational, organized cost-effective
system of health care and, in the long term, it may be desirable for
this committee to address the complete integration of home care
services reimbursed under the three programs. The questions of
Federal and State responsibility should also be addressed in this
context.

The committee can make some steps now toward this goal:
One, to encourage States to develop uniform definitions and

standards for home care services delivered under title XX and
medicaid, under guidelines prepared by the Secretary. Uniform
reporting and auditing in title XX and medicaid home-care services
should be encouraged. This should coincide with similar initiatives
between medicare and medicaid.

Two, we should change the medicare definition of home health
aid to homemaker home health aid, in recognition of the artificial
distinctions which are now drawn between these similar services
Benefit restrictions could be similar to restrictions now placed on
the use of home-health aide services alone. This step would not
expand the medicare home health program to a whole new catego-
ry of service. It would, however, allow a home health aide who is
already in the home to provide simple services which now must be
delivered by two or more providers, each provider paid by a differ-
ent Federal program, doubling the cost of service.

Three, you could require the Department to present Congress
with additional options for reaching this long range goal. We
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thought this already had been done, but in a report mandated by
this committee in 1977, delivered last month, that report simply
has not fulfilled the intent. It may be necessary for Congress to
require the creation of a special high level office to address this
question with a sunset provision to avoid the bureaucratic politics
which have prevented action for several years.

Again, I want to congratulate the committee on treading into
this area. I hope that we can get some needed movement going
right now.

Thank you very much.
Senator TALMADGE. Senator Chiles, I compliment you on an ex-

cellent statement. You conducted extensive hearings on home
health agencies for the Subcommittee for Investigations. Can you
tell us briefly what kinds of problems you discovered during the
course of your investigation and hearings?

Senator CHILES. We looked at several areas. In the Committee on
Federal Spending Practices, we looked at some of the so-called
nonprofit providers for home health care and we found that in
many instances that is sort of a misnomer because many of these
providers have been created clearly for a profit motive, even
though they have set up a nonprofit corporation.

We found instances in which a man and his wife, both of whom
had been former schoolteachers, provided themselves with salaries
in the $35,000 and $40,000 range as the administrators of this
program. They had not been health providers before at all before
they hired their daughter at $20,000 as a secretary. They paid their
nurses one and a half times what the rate was for the visiting
nurses, the true voluntary association that had been out there, and
they billed for reasonable services, and they were reimbursed for
all these services.

Senator TALMADGE. Is it still operating?
Senator CHILES. As far as I know they are. We found other

instances in which outright fraud had existed in which the Justice
Department has later actually done something about this, where a
nonprofit home health provider was giving free trips to doctors
who would finger their patients, so to speak, to go onto the serv-
ices, trips to vacation islands.

Also, we were finding, in many instances, those people, the
people who were rendering those services, were billed for therapy
and all kinds of services, while they were actually comatose pa-
tients so they were not able to accept those services. I do not know
how much some of those services would be for them, exercising and
all while they were comatose, but they were being billed for a
whole range of services.

In the Committee on Investigations, I think, in looking at that,
and in the Committee on Aging, we found that some of the volun-
teers-not volunteers, but some of the medicaid home health aides
in the State of New York-were supervised only by the aged recipi-
ent of their services. There was no supervision outside of that.

So we found in some instances where the aides were abusing the
older citizens and we found conversely true that in some areas
where the recipients were abusing the aides because, in effect,
there was no outside party at all to look over those services. So
certainly abuse could be prevalent in those areas.
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Senator TALMADGE. Thank you very much. Senator Packwood?
Senator PACKWOOD. Weren't most of the examples you just gave

in private nonprofit, home health care agencies?
Senator CHILES. Yes.
That is, they were actually what we were looking at. In Florida,

we were only licensing nonprofits.
Senator PACKWOOD. Have there been any similar experiences

with proprietary home health agencies?
Senator CHILES. Yes; there has.
My particular hearings were not involved with that, but I have

seen that.
Senator PACKWOOD. Do you think that we should amend the

Social Security Act to allow participation of the for-profit propri-
etary home health agencies and the medicare reimbursements?

Senator CHILES. Not right now.
Senator PACKWOOD. Why not?
Senator CHILES. I think, until you come to grips with how you

provide some kind of certificate of need or some kind of-how are
we going to come to grips with putting some local nonprofit, true
nonprofit planning agency in charge of this range of services?

Just to open this up to for-profits right now might lend itself to
further abuse, but more than that would lend itself to unnecessary
services being provided. What we were finding, even with the nine
programs, we were finding that there was a competition and a
solicitation going on of trying to get the nurses who would be the
last person to discharge the patient to give names and recommend-
ed to these people runners going into the hospital, as someone has
said, bad lawyers do sometimes, running cases. We had a number
of cases where runners were working the floors trying to get these
people.

It has convinced me it is not one that you can just say supply
and demand is going to take care of it.

We are dealing with aged people, just like we are now running
into these medigap insurance companies. Whoever talks to these
people and tells them they need a service, they are liable to sign up
for it, and they will start taking the service, particularly if the
Government is paying the bill-even more so, because the Govern-
ment is paying the bill and not the individual themselves.

Until you determine how you are going to say who qualifies for
the service that, I think, has to be done before you open it up for
the for-profits.

Senator PACKWOOD. You are not saying profits are any worse or
any better?

Senator CHILES. No.
Senator PACKWOOD. Senator Chiles, from what you are saying it

sounds like you want the equivalent of a hospital licensing law, for
home health agencies.

Senator CHILES. I do not know how far you have to go, but there
has to be someone, some agency. I think that should be a local
sponsoring or voluntary agency, community agency, to say this
patient qualifies for this range of services and is entitled to this
range of services. If you just have it out there where that is a part
of your so-called policy, and you turn loose all of the for-profits and
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the nonprofits-what I am saying is you almost have too many. In
Florida, we have too many people in the field now.

The nonprofits have boomed in some of the States-or, they had
2 years ago when I was particularly looking at this. I do not know
how it is now.

I am saying, if you put all of that competition out there without
somewhere saying how you are going to designate those services, it
is not a true supply-demand field.

These people are aged. They do not know how to say no. They do
not really know what they need and what they do not need. If the
Government will pay the bill, it will break the bank.

Senator PACKWOOD. One last question, somewhat unrelated. Do
you think we should go to regional intermediaries for home health
services?

Senator CHILES. I think that we should try that. I think, again,
that could provide a better service and a closer service.

Senator PACKWOOD. Thank you.
Senator TALMADGE. Senator Dole?
Senator DOLE. No questions.
Senator TALMADGE. Thank you very much.
Senator Cohen?

STATEMENT OF HON. WILLIAM S. COHEN, A U.S. SENATOR
FROM THE STATE OF MAINE

Senator COHEN. Thank you very much, Mr. Chairman. During
my brief term in the Senate, I have been learning the first-in/last-
out method of accounting.

I would like to, first of all, thank you for allowing me to partici-
pate with the chairman of the Aging Committee in testifying
before you. Perhaps I should just summarize the first part of my
testimony concerning the home health care study that was mandat-
ed by Congress by section 18 in Public Law 95-142 as a result of
legislation I introduced last session.

The law mandated the Department nf HEW to come forward
with recommendations that we could use to implement a wider use
of home health care as a part of our continuum of health care in
this country.

The fact of the matter is that the report the Department of HEW
submitted was 6 months late. It cost, as I recall, $62,000 and said
virtually nothing.

Many reports, I understand, are transmitted in a pro forma, or a
perfunctory basis, but I think, considering the importance we at-
tached to this report as a guide to further congressional action, this
apathetic, or lackadaisical approach, is unacceptable.

It is quite apparent that HEW did not assign a very high priority
to this particular report. People who were not even responsible for
its preparation came before the Aging Committee a week or so ago.
To his credit, Senator Chiles refused to continue the hearings,
recessed them and ordered the Department to send up someone
who had some measure of information about the report that was
submitted to us in compliance with the law.

The person appeared today. I must say, although he was well
intentioned, he did not possess much more in the way of informa-
tion that the committee required. I indicated this morning that it
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was my intent to file a resolution, a sense of the Senate resolution,
to return the report with the understanding that the Senate has no
intention of accepting it as complying with our mandated law and
to require HEW to come back in 3 months with another report,
which is what I am told they will need to update the report to
make it adequate. I hope that this committee would give serious
consideration to returning the report.

I also should point out that the gentleman who testified, Mr.
Champion, this morning seemed at least receptive to the suggestion
I made that HEW voluntarily withdraw the report and update it
and then resubmit it at a later time. In the absence of a decision
made by HEW, I would hope that many members on the Finance
Committee would be receptive to endorsing this particular propos-
al. I think that Senator Pepper in the House intends to file a
similar resolution. Home health care is so important that we ought
to send a very strong message to the Department that we think it
is of the highest possible priority.

The second point I wanted to make this afternoon pertains to the
question raised by Senator Packwood. I think, as a consequence of
the existing requirements for certification, Congress has created a
situation in the health care industry which is unique for home
health care delivery. Hospitals, nursing homes, physicians all have
to be licensed before they can participate in the Federal health
care programs, but of home health providers, only the proprietaries
must meet a State licensure requirement. Yet some of the greatest
problems we have seen in the provision of home health care has
been, as Senator Chiles has stated, the providers of in-home serv-
ices under title XX, a program which has no standards for any type
of provider and with private, nonprofit medicare only providers,
who masquerade as nonprofits only to siphon off the lucrative
medicare trade.

We have not encouraged the development of home health or any
in-home services within the Federal entitlement programs princi-
pally because we were reluctant to make these services available
without the assurance our public dollars are going to be well spent.

My primary objective in introducing the legislation which led to
the requirement of the section 18 report, was to force the adminis-
tration to come up with a set of enforceable standards of quality
assurance for all Federal home health agencies and programs.

This would have meant an upgrading of the existing standards;
in other cases, the development of standards where none now
exists. Whatever standards we adopt, I think it is essential that
they be enforceable and we would then have a reasonable guaran-
tee that any agency, regardless of its tax status, nonprofit or pro-
prietary, would provide quality care.

At the same time, we would eliminate the discriminatory treat-
ment we accord to providers in the home health care and perhaps
the action we take with regard to the section 18 report will induce
HEW to move more swiftly in this area.

I think the ironic outcome of the licensure requirement is that it
has not prevented proprietary participation in the Federal home
health care programs. Title XX is open to all providers and many
for-profit agencies provide services on a subcontracting basis under
medicare and medicaid in States that did not require licensure.
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At best, the licensure requirement in those States has moved
HEW one step further fro iiontrolling the industry practices that
we may find abusive.

I know it has been sug sted to me, at least, that perhaps all
home health providers be required to obtain State licensure before
they are-affu-'ed to participate in the Federal in-home programs.
As a first step, I could support the proposal if all the States were
given ample time to comply so existing programs would not be
curtailed, or cut back. Certainly, that is one solution to the prob-
lem of the discrimination that now exists as far as the proprietar-
ies and the nonprofits are concerned.

It also gives the impression that we are raising everybody to a
higher standard of quality assurance rather than really deleting
the licensure requirement for proprietaries.

I think that is an illusion. We have found out that State license
requirements are not necessarily adequate. HEW has vacillated on
several policy issues under section 18 of the report but it has been
consistent in the view that licensure requirements are not general-
ly higher than medicare standards and do not insure a high level
of quality.

In short, I think it may be tempting to pass an all-inclusive
licensing requirement and feel we have washed our hands of the
matter, turn it over to the States and leave them to the problem of
upgrading and enforcing their quality standards, but I do not think
that is really a panacea for the problem. I think that we have to
develop systems and procedures to enable us to move away from
the type of paper compliance of existing standards which address
process, but really do not address patient outcome.

I would like, in closing, to quote from a letter I recently received
on this issue.

It costs the taxpayers more to obtain a "procedural statement" of how the Board
of Directors approved the budget for San Francisco Home Health Service for the
California Licensing Bureau than the cost of accreditation by a national standard-
setting body. The existing standards are not "extremely high"; they are basic,
minimum criteria.

I think, members of the committee, until we begin to grapple
with these issues, home health care is going to continue to remain
an insignificant part of the medicare-medicaid programs rather
than a partner with institutional services on a continuum of health
care delivery.

Senator TALMADGE. Thank you very much.
Senators, a;ay questions?
Senator PACKWOOD. No questions.
Senator DOLE. No questions.
Senator TALMADGE. Thank you. We appreciate your comments

and contribution to our deliberations.
Senator DOLE. Mr. Chairman, I do not have any questions, but I

appreciate the Senator's patience and an excellent statement. We
will be happy to join in the resolution you talked about in the first
part of your statement.

Senator TALMADGE. Senator Chafee?
Senator CHAFEE. I would like to ask one question. I am a cospon-

sor of this bill so I strongly support it. I apologize for missing some
of the testimony. In all of these things, you always have the con-
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cern that if you make a service available in a simplified fashion
that frequently makes commonsense, that you end up with a whole
host of people taking advantage of the service that probably are
not now being served, so that the cost may be far more than what
you initially anticipated.

Do you have any comment on that?
Senator COHEN. Let me say that many people look to home

health care as an alternative to institutionalization under the illu-
sion, perhaps, that we are going to save a lot of money. I do not
believe that to be the case.

The fact of the matter is, while we will save money on an
individual basis, that it is indeed cheaper, or less costly, to care for
people in their homes on a part-time basis, two visits a week or one
visit a week, whatever it might take, homemaker health service,
whatever it may be.

Senator Chafee, that does not reduce the overall cost. The studies
show between 14 and 25 percent of the people now confined or
institutionalized in nursing homes, by way of an example, do not
have to be there. They do not need that level of care. Yet they are
placed in institutions because there is no acceptable alternative to
institutionalization. It does not mean because 14 to 25 percent of
the people in nursing homes do not have to be there, you are going
to save that amount of money. The fact of the matter is there is a
lot of very sick people who need that kind of intensive care who
will fill those spots.

The question we have to resolve is, Do we want to move toward a
more humane, more cost-effective form of health care to provide
home health treatment as nDt an alternative, but a part of a
continuum of health care in this country? Most people want to stay
in their homes. It is more cost-effective to the individual, certainly.
The fact of the matter is it is not going to save a lot of money, as
far as the taxpayers are concerned. There are a lot of people who
need that intensive, special treatment that they do not now
receive.

Senator CHAFEE. What you also see is not only a host of people
coming in who are not getting the care now, but you will find some
now receiving care from relatives or someone not being paid who
will realize that they can now be paid under the federal system, so
they will start collecting, too.

Senator COHEN. You might inquire of the GAO. The GAO has
done a study in Cleveland which they testified to this morning-
families have not abandoned relatives.

Senator CHAFEE. I am not saying it is abused. People have been
providing services who are entitled to collect, who could collect,
and will start collecting. I am not saying those are arguments
against the program which, as I say, I cosponsored. I just think
probably the costs are going to be pretty substantial once we get
into it.

Senator COHEN. I guess we have to weigh that risk against con-
tinuing with the policy of simply pulling people out of their homes
and putting them into an institution where they do not want to go.
I just think it is not the humane way to do it and we could find a
better way, and this is the better way.

Senator CHAFEE. Thank you, Mr. Chairman.
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Senator PACKWOOD. On the last statement, it is infinitely more
expensive. It is going to be hard to tell how many people are not
going to go to hospitals that would otherwise go to hospitals. For
everyone that does not, we can afford to take care of, I think,
almost 10 people at home.

Senator COHEN. I agree, Senator.
Senator TALMADGE. Thank you very much, Senator Cohen.
[The prepared statements of the preceding panel follow:]

STATEMENT OF SENATOR PETE V. DOMENICI

Mr. Chairman, I would like to thank the Members of the Health Subcommittee of
the Senate Finance Committee for convening today's hearing to focus attention on a
very important issue confronting older Americans, namely, the need to expand
home health care services. I worked closely with Senator Packwood in the develop-
ment of S. 489, and am pleased that this proposal has been consponsored by three
other Members who serve on the Senate Finance Committee, Senators, Chafee,
Heinz and Moynihan. I would also like to acknowledge, Mr. Chairman, Jay Constan-
tine's deep interest and efforts in this area. I believe that we have an opportunity,
this year, to enact legislation that will significantly extend and prudently expand
home health care services to older and disabled Americans.

As the Ranking Minority Member on the Special Committee on Aging, I have a
keen interest in exploring cost effective ways of expanding services to older Ameri-
cans. In the 95th Congress I introduced S. 2009, a bill that was the forerunner of the
Medicare Home Health Amendments of 1979. After introducing S. 2009, I invited
comments from hundreds of individuals and organizations in an effort to evolve the
best possible approach to solving this problem. I believe, Mr. Chairman, that S. 489
would enable the 96th Congress to move quickly and effectively in this area. Home
Health Care services can help us to meet the growing health needs of older Ameri-
cans and become part of a complete health care delivery system. Home care can
provide a viable alternative to inappropriate, unnecessary, or premature
institutionalization.

America today is confronted by a number of economic and demographic realities
which will make it difficult for us to ignore these needs much longer. Throughout
the last ten or fifteen years inflation has run at an unacceptably high level, and it
has currently risen above 10 percent throughout the economy and it is rising at an
even higher rate for medical services. It is time, therefore, that "serious" considera-
tion be given to methods of reducing unnecessary and costly institutional services,
and focus greater attention on such services as home health care.

With a current population of 22 million persons over age 65, which is expected to
increase to over 32 million by the year 2000, there will inevitably be an increase in
the rate of utilization of health services by this segment of our population. Research
has shown that elderly persons are more likely to suffer from the disabling effects
of chronic and acute health conditions than are younger persons. Furthermore, as
the number of older Americans with severe chronic conditions increases, the avail-
ability of medical services must also increase. As a result, there is and will continue
to be a growing need to develop and implement an effective health care delivery
system which will maximize an individual's independence and enable the older
person to remain in his or her own home. It is my conclusion, that there is an
unquestioned need to increase the effectiveness and availability of home health care
under the Medicare program, as a viable method of maintaining older Americans in
their own homes for as long as it is possible.

Mr. Chairman, it is my understanding that the Finance Committee has already
accepted two of the provisions from S. 489 as part of S. 505:

1. the elimination of the three-day prior hospitalization requirement, and
2. the unlimited home health visits provisions.

I am pleased by the receptivity of this Committee to the proposals put forth in S.
489 but I would like to urge you in the strongest possible way to look at the other
provisions in my bill which would further expand and strengthen the home health
care delivery mechanism.

I believe it is important to maximize the current opportunity to truly strengthen
the Medicare home health program. I would like to call the Committee's attention
to the following provisions in S. 489 which would:

1. Designate regional intermediaries specifically for home health care who can
develop the expertise needed to control fraud and abuse in this expanding area.
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These regional intermediaries will also help us to better monitor home health
agency costs and maintain uniform standards for services.

2. Allow physician assistants and nurse practitioners who are under the general
supervision of a physician to establish a plan of care for home health patients living
in rural areas.

3. Establish occupational therapy as a primary service, not a secondary service, as
in current law.

4. Require all home aides to complete a training course approved by the Secretary
as a means of improving the quality of home health services.

5. Test, through demonstration projects, the validity of applying the utilization
review concept to home health agencies.

6. Direct the Secretary of Health, Education, and Welfare to:
a. Monitor the costs of home health services,
b. Compile a report on the frequency of use of home health services by individuals

who are eligible.
c. Develop standards for the training of home health aides and uniform standards

for data collection to insure appropriate evaluation of care.
d. Establish a uniform reporting system for billing a home health patient on a bi-

monthly basis as a method of protecting Medicare from being billed for services that
were not rendered.

e. Establish "reasonable cost guidelines" for transportation, administrative sala-
ries, fiscal services, legal services, public relations, and other specific line item costs
directly related to providing home health care.

In addition, Mr. Chairman, the Finance Committee may want to explore language
which would require the home health service provider to undergo an annual inde-
pendent audit and the annual publishing of their fiscal report. Although I did not
provide for either of these requirements in S. 489, I believe they may be useful tools
in our ongoing effort to combat fraud and abuse in the Medicare program. The
Committee should give consideration to allowing certified dietitians to provide nutri-
tion counseling and nutrition education as a covered service under Medicare.

In closing, I would like to advise the members of the Finance Committee that on
April 3, 1979, 1 sent a letter to every Medicare certified home health agency in the
Country. This letter contained a questionnaire requesting information on the
agency, its staffing patterns, its costs, and its charges for various in home services.
To date, I have received over 1,000 responses to this questionnaire and I am in the
process of compiling the data.

Mr. Chairman, I would ask unanimous concent that the text of my letter and the
questionnaire be printed in the hearing report. If I can get the data tabulated while
the Hearing Report is still open, I will provide the Committee with that information
so that it too may be included in the record of this hearing.

Mr. Chairman, I would like to thank you once again for permitting me to testify
this afternoon and I will be glad to answer any questions the Committee may have.

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Washington, D.C., April 1, 19.9.
DEAR DIRECTOR: On February 26, 1979 I introduced with 17 cosponsors S. 489,

"The Medicare Home Health Amendments of 1979." The purpose of this legislation
is to improve and prudently expand the availability of home health services to
Medicare recipients.

On May 21, 1979 the Senate Finance Committee will be holding hearings on this
bill. To coincide with this hearing I am asking that you complete the enclosed
questionnaire and return it to me as soon as possible. The questionnaire was
developed because of our URGENT need to have the most current and accurate
information on the cost of home health services across the country. With your
assistance, this goal can be accomplished.

I do not have to tell you how important it is for us to amend the current Medicare
law to strengthen the home health section, but to reach that goal will require your
assistance. I am enclosing a self-addressed envelope for your convenience.

I want to thank you for your assistance. If you have any questions please contact
Jeff Lewis of my staff at (202) 224-1467.

With warm regards, I am
Sincerely.

PETE V. DoMENICI,
Ranking Minority Member.
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HOME HEALTH CARE COST QUESTIONNAIRE
FOR MEDICARE-CERTIFIED HOME HEALTH AGENCIES

Name of Agency
Address
City Population of area served
State Zip Code
Date of Initial Medicare Certification
In what year was your agency incorporatedW _______
Contact person

IYPE OF AGENCY (Circle applicable one)
City, County, or State Health Dept.
Hospital-based Facility
Private Non-Profit
Proprietary

Administrative
Employees

Supervising
Employees

Field or Direct
Service Staff

Public Health Nurse

Registered Nurse

Physical Therapist

Uccupational
i'herapist

Medical Social Worker

Home health Aide

Homemaker/lHome
Health Aide

Office Support Staff

(Clerical, escort, etc.)

Other (please specify)

Rehabilitation Based Facility
Skilled Nursing Facility
Voluntary Non-Profit
Other

Full-time Part-time
Agency Agency
Staff Staff

Contracted
Agency

Em2 l oye es



ANNUAL VIs!T COST*

Physical Speech
Tota, Nursing Therapy Therapy

Cccipational Home Health Social Work
Therapy Aide Services Other

Total # cf Home Visits
Daring Last Fiscaj Year
,indicate for what
.ear__

1 7 7 -r - - ________

O.tal # of Medicare Visits
for Last Fiscal Year

Total # of Medicare
Visits -- PART A

Total # of Medicare
Visits -- PART B

Total # of Me' icaid
Visits for Last
Fiscal Year

Total # of Title XX
Visits for Last Fiscal
Year

Total # of Other
Virits

Total # of Medicare i
Visits:

1 Year Previous

Years Previous 1
3 Years Previous 1
-:ears Previous "

5 Years Previousj_ _ _ _ -'-
...._ _ _ _ _ _ _ _ _ _ _ I _ _ _ I _ _ _ _ _

c not .nc±uue no none, no fOuna, spervisory or orientation visit



CG AND CHARGE OF SERVICES

Physical Speech
Nursing Therapy Therapy

Occupational Home Health Social Work Other
Therapy Aide Service' (Specify)

Agency Cost per Visit
based on last completed
fiscal year ending

Current Charge jer
Visit as of

(date)

Cost per Hour (if applicable)
based on last completed fiscal
year ending__

Current Charge per Hour (if
applicable) as of

Average Number of Visits
Per Patient

Average Length of Visit
(includes pre, post,
and travel time)

Medicare Reimbursement per
Visit (adjustment based on last
settled cost report) (year
ending ._ _

CAD
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STATEMENT OF SENATOR LAWTON CHILES, CHAIRMAN, SPECIAL COMMITTEE ON
AGING

As Chairman of the Senate Special Committee on Aging, and a firm supporter of
action to strengthen home health services, I would like to comment members of the
Committee on Finance for the efforts you are making to review needed changes in
Federal programs which support home health care.

Ensuring access by older Americans and others to quality home health care
services is an all-important issue now, and will continue to demand our close
attention.

This Committee has already taken a number of important steps to expand and
strengthen home health care programs in all three Titles of the Social Security Act
which support these services (Medicare, Medicaid, and Title XX), and you have
before you now legislation which will take further steps within Medicare.

Other witnesses this afternoon will address the specific provisions of S. 489, which
I have co-sponsored with other members of the Committee on Aging. I strongly
endorse the recommendations which are before this Committee to expand the avail-
ability of home health care services by:

I. Eliminating the current Medicare Part A requirement that a patient be hospi-
talized for three days before becoming eligible for home health services;

2. Eliminating restrictions on the number of home health visits allowed under
Medicare Parts A and B; and

3. Adding occupational therapy services as a qualifying service for home health
eligibility.

It is worthy of note that there now appears to be clear agreement in Congress on
the need for making these changes.

I also strongly endorse proposals before this Committee which woule, provide
additional assurances of the quality of home health care, and guard agai-ist Medi-
care waste by improving program administration and strengthening safeguards
against provider abuse.

I would urge members of this Committee to recognize and carefully consider the
dilemma we face in assuring access to quality home health care. There is a dual
need to both:

1. Significantly improve controls against financial waste and abuse as w.ell as
strengthen the quality of care in hcme care services financed under Medicare,
Medicaid, and Title XX social services; and

2. Expand the availability of home health services before we can begin to fully
meet needs.

The Committee on Aging estimates that up to four million noninstitutionalized
persons over the age of 65 now have a need for some form of supportive home care,
but less than two million now have access to this form of care. This gap can be
expected to increase as the older population increases.

We are all fearful that we will not be able to meet the needs for home care
services without careful attention to cost controls. I am convinced significant sav-
ings can be achieved through better management of the home care programs
financed through all three of these programs.

I urge this Committee to make every effort to see that the Department of Health,
Education, and Welfare moves quickly in this area. Delay and procrastination only
give those who choose to control costs by denying service an opportunity to use cries
of fraud and abuse as an excuse. We cannot allow inaction and delay to be used as a
crutch.

The members of this Committee have recognized this dilemma, and have moved
cautiously in both directions. The Department of Health, Education, and Welfare,
however, is moving very slowly.

The authority given to the Department under the 1972 Amendments to the Social
Security Act and the 1977 Medicare-Medicaid Anti-Fraud and Abuse Amendments-
to establish uniform reporting for home health agencies, to set cost guidelines for
services and administrative operations, to enhance audit capabilities and improve
program administration through designation of regional intermediaries, and to pro-
-ide clearer direction and guidance to intermediaries in making determinations of
reasonaable costs-has not been wisely exercised. Action has been slow. Very few
changes have been made, and most of the areas have yet to be addressed. The bill
before the Committee addresses "his concern by requiring action now on guidelines
for administrative and contracting costs, regional home health intermediaries, and
other areas.

I think my colleagues on this Committee know that investigations conducted by
both the Subcommittee on Federal Spending Practices, which I chair, and the
Special Committee on Aging have produced ample evidence of weaknesses which
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still exist in statute and in the administration of Medicare home health programs,
as well as Title XX and Medicaid.

A report issued by the General Accounting Office just last week ("Home Health
Care Services-Tighter Fiscal Controls Needed," May 15, 1979) has again confirmed
the opportunities for program waste and abuse which still exist, and has endorsed a
number of proposals in S. 489. In particular, the GAO has recommended that the
Department develop cost limits for individual costs or groups of costs of home health
agencies and clarify contracting practices and guidelines.

Similarly, the authority given to the Department under Sections 222 and 1115 of
the 1972 Amendments to the Social Security Act to develop and test non-institution-
al home and ambulatory care approaches under Medicare and Medicaid has still not
been exercised to an extent, evidently, that can give us any answers.

Congress has been waiting for this and other information and recommendations
based on research initiatives for over five years. In 1977, Congress finally instructed
the Department to produce a comprehensive analysis of options for home health
care programs. That report said that there was not enough information to make any
recommendations or even discuss options.

I repeat again that the needs are great, and that time is running out. The
question of whether increased emphasis on home health care and other home care
services is a desired national objective has been answered.

Committee on Aging surveys of State program initiatives in caring for chronically
ill and disabled elderly show a pronounced trend toward increased reliance on home
health and other home care services such as homemaker/home health aide and
personal care services. This trend is reflected in the increased utilization of Medi-
care and Medicaid home health benefits, even though they still account for only 2
percent and 1 percent, respectively, of overall program expenditures. The most
significant development is the rapid expansion of Title XX programs of home care
services.

I would ask- the members of this Committee to recognize that home health
services must be viewed in the context of all three programs. Without this integrat-
ed view, opportunities for program abuse are intensified and overall costs are
increased. When manipulation of reimbursement sources is forced upon providers by
the programs themselves we are inviting trouble.

The most basic needs for home care that these three separate programs attempt
to fill are by and large the same, differing mostly in the degree of skilled medical
support which is needed by the recipient of service. The authorizing legislation and
program regulations do not recognize this fact. Different statements of program
goals, definitions of services allowed, of specific physical needs to be served, and
eligibility for services, are all different.

An early draft of the home health report developed by the Department of Health,
Education, and Welfare cited some of these problems, and concluded that: "Virtual-
ly every aspect of the programs (Medicare, Medicaid, Title XX) precludes develop-
ment of a rational, organized, cost-effective system of home care. The problems are
so basic that they can only be mitigated by improvements in Federal operations; a
wholesale restructuring of programs, or a completely new one, would be required to
really address the problems."

In the long term, it may be desirable for this Committee to address the complete
integration of major aspects of home care services reimbursed under these three
programs.

I recommend that you consider some initial steps now toward adoption of broader
and more uniform definitions of services, standards, reimbursement reporting, and
audit criteria.

This can be done by:
1. Expanding the definition of home health aide services under Medicare to

homemaker/home health aide services in recognition of the artificial distinctions
which are now drawn between these service titles. Restrictions on the availability of
this Medicare benefit could be similar to restrictions now placed on use of home
health aide services alone. This proposal would therefore not expand the Medicare
home health program to a whole new category of service. It would, however, allow a
home health aide already in a home to perform simple services which now must be
performed by two or more providers, doubling the total cost of the service.

2. Encouraging States to develop uniform definitions of home care services deliv-
ered under Title XX and Medicaid, under guidelines prepared by the Secretary. This
would facilitate uniform reporting and auditing of Title XX and Medicaid home care
services and should be done in conjunction with HEW's current initiatives between
Medicaid and Medicare.

48-611 0 - 79 - 4
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I would like to say that the Committee on Aging will continue its work in this
area, and we stand ready to offer full cooperation and assistance to members of this
Committee.

STATEMENT OF SENATOR WILLIAM S. COHEN

Mr. Chairman. members of the Finance Committee, I am pleased to participate on
this panel and to be able to share my concerns with you about home health care.
Though home health is a relatively small program in terms of total Medicare and
Medicaid expenditures, it is, nevertheless, an important link in a continuum of
health care services that we would like to foster in America. I would like to
associate myself with the comments of my colleagues, and focus briefly on two
additional points.

Senator Chiles has aptly described the proceedings at hearings held by the Senate
Special Committee on Aging on a major home health report required by legislation
reported from this committee and submitted to the congress by the Department of
Health, Education, and Welfare. The report not only failed to meet the statutory
deadline for submission, but its substance did not satisfy congressionally mandated
requirements particularly with regard to legislative recommendations.

Many reports are transmitted on a pro forma and perfunctory basis, but consider-
ing the importance attached to this report-as a guide to future congressional
action-this kind of lackadaisical approach is unacceptable. The low priority at-
tached to this report by HEW was apparent at the first hearing the Aging commit-
tee held on this issue. Persons not even responsible for the preparation of the report
were sent to present th? Department's position. The committee had no choice but to
recess the hearing. Subsequently, as you know, we were able to reconvene that
hearing with a responsible administration witness. While this witness did his best to
justify and explain the inadequacies of the report, the fact remains that the admin-
istration's statement does not change the content of the report that was transmitted
to the Senate through your committee.

As the author of legislation which led to this report, I have a deep interest in
seeing that the intent of the congress is carried out. This concern is shared equally
by the other members of the Special Committee on Aging. At this morning's
hearings, I suggested that the Administration voluntarily withdraw its report and
revise it and present the Congress with a document worthy of our attention. I have
been promised an answer on this suggestion by tomorrow. Should the Administra-
tion refuse to take such action, I have prepared a "sense of the Senate" resolution
which I will introduce tomorrow to refuse to accept this document as satisfying the
requirements of Section 18 Public Law 95-142. The resolution further indicates that
the Senate has no intention of releasing HEW from its obligation to fulfill those
requirements. I have been told that, given three months, the department could
provide us with the recommendations sought. Consequently, the resolution directs
the Secretary to return the report to the appropriate committees of the congress not
later than September 1.

I have been told by the congressional research Service that not since the Civil
War has the Congress taken such a dramatic step with regard to material prepared
and submitted to the Congress by the Administration. That fact notwithstanding, I
hope that the members of the Finance Committee will recognize the importance of
this matter and will join with us in sponsoring this resolution.

My second point concerns the inadequacy of current standards for provider par-
ticipation in federal home health care and in-home service programs. As a conse-
quence of existing requirements for certification the Congress has created a situa-
tion in the health care industry unique to home health delivery. Hospitals, nursing
homes, and physicians all have to be licensed before they can participate in federal
health care programs. O home health providers, only proprietary (or for-profit)
agencies must meet a state licensure requirement. Yet, some of the greatest prob-
lems we have seen in the provision of home health care has been, as Senator Chiles
states, with providers of in-home services under the Title XX program which has no
standards for any type of provider and with private non-profit Medicare-only provid-
ers who masquerade as non-profits only to siphon the lucrative Medicare trade.

Congress and the Administration have not encouraged the development of home
health or other in-home services within federal entitlement programs, because they
are reluctant to make these services available without assurance that the public
dollars needed to support such care would be well spent. My primary objective in
introducing the legislation which led to the requirement for the Section 18 report
was to force the Administration to come up with a set of enforceable standards of
quality assurance for all federal home health care and in-home programs. In some
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cases, this would mean an upgrading of existing standards; in other cases, the
development of standards where none now exist. Whatever standard we adopt, it is
essential that it be enforceable. We would then have a reasonable guarantee that
any agency, regardless of its tax status, would provide quality care. At the same
time, we would eliminate the discriminatory treatment accorded proprietary provid-
ers of home health care. Perhaps the action we take with regard to the Section 18
report will induce HEW to move swiftly ahead in this area.

The ironic outcome of the licensure requirement is that it has not prevented
proprietary participation in federal home care programs. Title XX is open to all
providers, and many for-profit agencies provide services on a subcontracting basis
under Medicare and Medicaid in states that do not license. At best, the licensure
requirement in those states has removed HEW one step more from controlling
industry practices it may find abusive.

It has been suggested that all home health providers be required to obtain state
licensure before they are allowed to participate in federal in-home service programs.
As a first step, I could support this proposal as long as states were given ample time
to comply so that existing program capacity is not jeopardized. Certainly, this is one
solution to the problem of discrimination in the conditions for certification of home
health providers. As such it gives the impression that we are raising everyone to a
higher level of quality assurance, rather than merely deleting the licensure require-
ment for proprietaries, thus seeming to lower them to the status of non-profit
participants now.

Yet let me stress that state licensure is not enough. While HEW has vacillated on
several policy issues in the Section 18 report, it has been consistent in the view that
"licensure requirements are not generally higher than Medicare standards and so
do not assure higher quality." In short, it may be tempting to pass an all-inclusive
licensure requirement and feel that we can wash our hands of the need to upgrade
and enforce quality standards. But such action is not a panacea for the problem. We
need to develop systems and procedures to enable us to move away from the paper
compliance of existing standards which address process, but not patient outcome. If
I may quote from a letter I recently received on this issue, "it cost the taxpayers
more to obtain a 'procedural statement' of how the board of directors approved the
budget for San Francisco Home Health Service for the California Licensing Bureau
than the cost of accreditation by a national standard-setting bod,. The existing
standards are not 'extremely high'; they are basic minimum criteria.

Until we can begin to grapple with these issues, home health care will continue to
remain an insignificant part of the Medicare and medicaid programs, rather than a
partner with institutional services on a continuum of health care delivery.

Senator TALMADGE. The next witness is Mr. Leonard B.
Schaeffer, Administrator, Health Care Financing Administration,
Department of Health, Education, and Welfare.

Mr. Schaeffer, you may introduce your associate and insert your
full statement in the record and summarize it as you see fit, sir.

STATEMENT OF LEONARD B. SCHAEFFER, ADMINISTRATOR,
HEALTH CARE FINANCING ADMINISTRATION, DEPARTMENT
OF HEALTH, EDUCATION, AND WELFARE
Mr. SCHAEFFER. Thank you, Mr. Chairman. I am accompanied

today by Mildred Tyssowski, Acting Director of the Medicare
Bureau and Dick Hein, Director of the Medicaid Bureau. To my
immediate left is Dr. Clif Gaus, head of our Office of Research,
Demonstrations and Statistics. Your staff requested that Dr. Gaus
accompany me today because they anticipated some questions
about our demonstration projects.

I have a statement that will be submitted for the record. I would
like to briefly summarize it.

I am very pleased to be here today to review with you the
provision of home health services under the medicare and medicaid
programs. In enacting the home health provisions in 1965, as part
of the original niedicare/medicaid statute, Congress intended these
benefits to serve the purpose of providing a needed health service
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and, in many cases, serving as a lower cost alternative to institu-
tional care.

As you, Mr. Chairman, have pointed out in announcing this
hearing, "There is a growing acceptance and appreciation of the
value of appropriate and properly provided home health services as
a humane and less costly alternative to institutional care."

In particular, the home health benefit has been a blessing for
older Americans who can look forward to an increased life expec-
tancy without the fear of automatic, long-term institutionalization
following hospitalization. Not only are the costs of care often re-
duced in a home care environment, but such an independent envi-
ronment and the assistance of family members can promote more
rapid recovery. Our citizens can and should lead full lives away
from institutions to the greatest extent possible.

Problems have arisen, however, as home health services have
expanded in availability and use.

Initially, the Congress planned rather tight limits on home
health benefits, including strict conditions for eligibility and limits
on the number of visits per year. In spite of this, expenditures for
home health services have increased markedly.

In fiscal year 1979, medicare expenditures are expected to reach
$711 million compared to $119 million in 1974. Medicaid has also
seen a rapid expansion, with expenditures for home health increas-
ing from $30 million to $255 million during the same period. In
fiscal year 1977, in-home services were used by 530,000 medicare
and 208,000 medicaid beneficiaries.

With HCFA expenditures for home health services increasing at
an annual rate of 20 percent, it is important to view them in the
context of whether they are strictly health services or fall into the
larger continuum of social services for people in the home.

Medicare finances acute care services for the elderly and dis-
abled. Medicaid finances acute and institutional medical services
for the disabled, poor and elderly. While home health benefits are
included in both of these programs, medicare and medicaid can
offer only a partial solution to the larger problem of how society
can best respond to the needs of these populations.

The financing of health care services was not intended to replace
the role of the family, nor was it meant to provide other social
services. Rather, it was intended to supplement those resources
where specific medical needs had to be met.

These health dollars are limited and must be directed to the
specific goals of the program. An expanded definition of the medi-
care and medicaid home health benefit may provide more services
to some. However, before initiating such an expansion, we must be
sure that we do not inappropriately use health care funds, thereby
depriving other people of needed medical services.

In addition to medicare and medicaid funds, many other sources
of money and services are available to individuals which can pre-
vent the need for institutionalization and improve their health and
productivity. For example, the title XX program, nutrition pro-
grams, HUD's support for housing for the elderly, and other efforts
such as the VA's aide and attendance program are all mechanisms
to provide such services.
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It is apparent, therefore, that for home health to succeed as an
alternative to institutional care, a coordinated package of health
and social services is required. Thus, as we consider modifying the
existing home health benefit, we must view such changes in terms
of what are the most appropriate sources for funding those efforts
and how we can assure that the entitled individual can benefit
from all available resources.

In addition, as we total up the cost of all the services we can
provide, it is important that we assure that care is provided in the
most cost-effective manner. To that end, we must determine wheth-
er we are offering a lower cost alternative to institutional care or
whether the patient's needs are best served by home health care
even if that care costs more than institutional services.

To this end, HCFA has been working Llosely with the Adminis-
tration on Aging, the Office of Human Development, and the De-
partment's planning and evaluation staff to develop adequate
knowledge about the most effective ways to organize and deliver
services and coordinate the Department's overall effort in provid-
ing long-term care services.

For example, the $30 million requested in the fiscal year 1980
budget will involve a joint effort between AOA and HCFA to
determine how health and social services may be used in an inte-
grated manner.

Many of our ongoing demonstrations address the integration of a
variety of programs, the cost-effectiveness of new organizational
models and the impact of benefit changes.

Among these demonstrations are:
Under a demonstration grant, the Georgia Department of Medi-

cal Assistance is developing community services such as foster
care, day health care and home care for medicaid clients, in order
to determine the impact of these services on the extent of
institutionalization. In this project, approximately 1,000 beneficia-
ries are receiving expanded community services. Their use of insti-
tutional care will be compared to the cost and amount of institu-
tional care received by a similar group not receiving community
services.

We are currently supporting two projects in New York State
dealing with home health and related community services. One
project in Monroe County is coordinating health and social services
on a communitywide basis. The goal is to prevent unnecessary
institutionalization and to provide more effective, less costly alter-
natives. The cost and quality of care delivered to project partici-
pants will be compared to a similar group of nonproject beneficia-
ries that do not have access to alternative care services. The
Monroe County project serves approximately 800 patients per
month.

HCFA is also working with the New York State Department of
Social Services to implement a long-term home health care pro-
gram in several localities across the State. Under this demonstra-
tion, social and health services are provided at home rather than
in institutional settings. This demonstration caps the cost of home
care at the 75th percentile of the cost of nursing home care. It is
expected that this project will maintain approximately 2,000 medic-
aid beneficiaries in their own homes during the first year. HCFA
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will be conducting an independent evaluation of the impact of this
approach.

In Connecticut, we are experimenting with a single entry point
into the health care system through a community organization
that provides assessment and case management. Through contrac-
tual arrangements with over 190 providers, the Triage project in-
sures a more coordinated and efficient proision of long-term care
services for 1,500 medicare beneficiaries. While this project in-
cludes the full spectrum of services, one of the questions to be
addressed is the appropriate role of home health services in overall
health care and social service systems.

Another important reimbursement demonstration is On Lok
Senior Health Services in San Francisco. On Lok provides commu-
nity and home-based services and has a contract with a skilled
nursing facility and a hospital to care for its clientele. Through
medicare waivers, we will be reimbursing On Lok on a prepaid
capitation basis-testing the feasibility of the health maintenance
organization concept for comprehensive health care needs, includ-
ing home health services.

Hospice care is another area of interest to HCFA. We have
received over 250 applications to test a package of hospice services
through medicare and medicaid waivers. We have targeted these
benefits to in-home use by requiring that the basic component of
the hospice be a home care program.

While these projects will greatly expand our knowledge about
the benefits and costs of long-term care, much more information is
needed. To this end, the President has included in his fiscal year
1980 budget request for HCFA an additional $15 million for re-
search and demonstrations in home health and other long-term
care services.

These additional funds would enable HCFA to collect important
survey data on characteristics of our beneficiaries who use long-
term care services and the amount and cc'st of these services. We
would also use these funds to sponsor more projects aimed at
determining the costs and benefits of home health services, hospice
services, and other alternatives to institutionalization.

Finally, these funds would allow us to experiment with innova-
tive reimbursement methodologies that would include capitation
payment schemes systems that relate reimbursement to individual
levels of care, and prospective payment systems for SNF's and
ICF's.

Among the kinds of projects that will be solicited in fiscal year
1980 are:

Comprehensive programs for organization and delivery of serv-
ices as well as reimbursement. These models would allow one
agency to control utilization and reimbursement for long-term care
services under medicare and medicaid, and title XX social services.

Reimbursement for a comprehensive package of acute and long-
term care services on a prepaid, capitation basis. These models
would utilize the HMO and IPA-HMO mechanisms to include long-
term care benefits.

Innovative reimbursement methodologies for skilled nursing
facilities. These projects would be aimed along several lines. One
would be to try to relate reimbursement to individual levels of
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care. Another might be to test methodologies providing incentives
for quality care and controlling and reimbursing for capital cost.

Comprehensive grants for all' long-term services.
Joint projects with private insurors. We hope to develop an inter-

est in the private sector for demonstrations involving long-term
care benefits. Such a package could be very meaningful as F; sup-
plementary benefit.

The information that would come from these new projects as
well as existing demonstrations, would be invaluable to future
decisions your committee might make in home health services and
long-term care in general. We look forward to your continued
support in these endeavors.

The results of our research and demonstrations projects are en-
couraging and will prove useful in the future. Over the past few
years, however, with the rapid expansion of the program, certain
problems have developed. Our own surveys and investigations, as
well as information gathered through several congressional hear-
ings and GAO investigations into the status of home health serv-
ices, have highlighted both the existence of, and potential for,
major fraud and abuse.

Several factors have played a role in the occurrence of fraud and
abuse. Medicare reimbursement guidelines often have not been
specific enough. As a result, some intermediaries have overreim-
bursed such items as salaries, pensions, and fringe benefits. There
is evidence of non-arms-length practices between home health
agencies and hospital discharge planning units. Referrals have
been made to home health services by physicians and other individ-
uals who have a financial interest in the home health agency
providing the service.

Finally, we may have failed to uncover problems in a timely
fashion because scarce audit resources were concentrated on hospi-
tals and nursing homes where the great majority of our funds are
being expended.

We have an environment in which fraud and abuse detection and
prevention have not been as vigorous as they might have been. The
original medicare reimbursement guidelines were not sufficiently
specific in delineating appropriate financial arrangements in home
health agencies. Abusive physician and hospital discharge practices
have grown up over time and were not cut off or disallowed early
enough.

Since home health expenditures represent a relatively small per-
centage of our total program dollars, most of our scarce audit and
control resources were initially targeted elsewhere, primarily
toward hospitals and nursing homes. Obviously, we are now
moving to change this. However, in the past those practices did
lead to an environment where fraud and abuse seemed to grow.

Recently, we have uncovered additional problems. We have expe-
rience with agency operators' falsely claiming costs for salaries for
relatives. We have uncovered the use of phony books and records
and inflated costs, and we have found situations where directors
and employees are using agency credit cards and TV's for personal
use.

The Congress is aware of these problems. In 1977, you passed
Public Law 95-142 to help control fraud and abuse.
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We are moving aggressively to implement this statute. In my
statement, I outline in more detail the efforts underway today.

In addition to this congressional mandate, however, HCFA is also
considering additional steps to control fraud and abuse. We will be
issuing screening guidelines to be used in many areas to determine
where audits of questionable claims should be done. We are consid-
ering moving to prohibit home health agencies which accept only
medicare patients in order to control the abuses occurring in these
so-called 100 percenters.

We are also increasing audit activity and focusing on agencies
where fraud and abuse potential is greatest.

In addition, we have sent to the Congress a civil money penalty
bill which will provide a civil fine which could be levied by the
Secretary of up to $2,000 per fraudulent claim. This would give us
the ability to have a deterrent short of full and complete court
action.

We believe that it is a desirable goal to make high-quality home
health care services available to beneficiaries who can most appro-
priately be cared for at hoinc. However, the potential for large
increases in expenditures unIerscores a need for caution in ex-
panding the current benefit.

Through our research and demonstration program, we hope to
learn more about the need for home health care services and the
best ways to organize, deliver and reiniburse such services. As
these demonstrations yield the data necessary, we will be back to
Congress with specific recommendations. Meanwhile, we are
moving aggressively to improve the current administration of the
program by achieving better control over reimbursable costs and by
reducing the opportunities for fraud and abuse.

These efforts will enable us to be sure that our beneficiaries
receive the home health care services that are required. We are
most concerned, Mr. Chairman, that all eligible beneficiaries re-
ceive appropriate services under our programs in a timely basis.
We feel that our efforts should be focused to that end at this time.
Thank you

Senator TALMADGE. Thank you, Mr. Schaeffer.
You dwelled at some length in your prepared statement about

what you are doing in the areas of fraud and abuse. Now, you were
here when Senator Chiles testified, I am sure. Do you think you
are putting a stop to most of the corruption, fraud and abuse that
he referred to?

Mr. SCHAEFFER. I think we are changing the environment where
much of that occurred. I think, by virtue of the actions we have
taken, we are making it more risky and more difficult for unscru-
pulous operators.

Senator TALMADGE. Would you lift their license? Do you have
that authority?

Mr. SCHAEFFER. We can exclude home health agencies from par-
ticipation in our program. We have indeed done that.

There was mention made of a situation in Texas, I believe, where
a home health operator was convicted--

Senator TALMADGE. You cannot lift a license?
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Mr. SCHAEFFER. No, sir, we cannot; licensure is a State function,
but we can exclude them from participating in the medicare pro-
gram and we have done that.

Senator TALMADGE. You heard Senator Cohen testify. Did you
send up this report?

Mr. SCHAEFFER. We provided a lot of staff assistance to the
Secretary's office. It was sent by the Secretary.

Senator TALMADGE. Do you think there are good reasons for us to
reject the report and to adopt Senator Cohen's resolution'?

Mr. SCHAEFFER. There was a good faith effort.
Senator TALMADGE. I think we are asking for legislative sugges-

tions and you sent us a report tracking the problems. You made no
legislative recommendations.

Mr. SCHAEFFER. There was a review done that attempted to make
the report consistent with the administration's budget and legisla-
tive proposals

Senator TALMADGE. Could you review it and see if you could do a
little better job?

Now, based on available research concerning day care programs,
what conclusions can be drawn with respect to the effect of these
services on the cost and use of hospital and nursing home services?

Mr. SCHAEFFER. Mr. Chairman, I wish we could regale you with
an informed set of facts and figures in terms of the effects of the
demonstrations. They are relatively recent in terms of our ability
to look at comprehensive alternatives and modes of care.

Dr. Gaus is here and can briefly summarize.
Dr. GAus. Briefly, in the few studies done between 1972 and 1977,

we looked at homemaker services and day care services, not home
health, but homemaker day care and found that the cost of those
services were additive. That is, they did not substitute for other
institutional costs. On the other hand, they did provide for some
improved functioning of the patient at home and psychological
benefits.

There were no real dollar cost benefits derived from those two
services.

Senator TALMADGE. You do not know if we are saving money or
losing money. Is that what your answer is?

Dr. GAUS. On those two services it was costing money. There was
an incremental and added cost to the medicare benefit payments.
There was some benefit to those services, we think, in the form of
better functioning at home and improved psychological functioning,
but they did cost more.

Senator TALMADGE. The next is related--
Senator CHAFEE. What were the two services he was talking

about?
Dr. GAus. These were homemaker and day care services, more on

the scale of social support services in the home. We do not have
any definitive studies that look at home health, the medical compo-
nents of these services.

Senator TALMADGE. What has been the experience of the medi-
care program with respect to the 'number of visits and cost provi-
sions of proprietary and so-called private not-for-profit agencies in
comparison with governmental and visiting nurse association agen-
cies?
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Dr. GAUS. I would like to submit a more detailed answer for the
record, if I could.

In general, I think we have found patterns where proprietaries
may have lower per-unit costs on average but a much greater cost
per beneficiary because there is a higher volume of services and
higher frequency of visits.

[The following was subsequently supplied for the record:]
In general, we have found that proprietary and private non-profit home health

agencies have the highest average number of visits and average visit charges per
person served, well above the National averages. For example, these agencies ac-
counted for only about 14 percent of the persons served but for 21 percent of the
total visits and 25 percent of total charges for visits.

Mr. SCHAEFFER. An issue of utilization, Mr. Chairman.
Mr. GAUS. The costs to our beneficiaries in our program in the

aggregate is greater than the not-for-profits.
Senator. TALMADGE. Can you send us some detailed information

in response to both those questions?
I think the committee is of accord, and the three Senators from

the Committee on Aging are of accord. I think these home care
services, properly utilized, managed, and handled will not only
make a great contribution to the citizens it is supposed to serve,
but could save the government a great deal of money.

The alternative is to put them in a nursing home. In many
instances, the family does not want to put them in a nursing home.
In many instances, the individual does not want to go to a nursing
home, and if we could adopt this alternative plan under effective
control and eliminate fraud and abuses and so on, it should save
the Government money, should it not'?

Dr. GAUS. I would agree with that, if done properly and with
careful controls on utilization.

Senator TALMADGE. Tell us how to do it.
Dr. GAUS. We will try.
[The material to be furnished follows:]
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Senator TALMADGE. Senator Pack.vood?
Senator PACKWOOD. Mr. Schaeffer, in your report on home

health, you indicated a preference for regional intermediaries.
Why?

Mr. SCHAEFFER. There are about 3,000 home health agencies in
the country. They do not operate in the sense of programmatically
or financially---

Senator PACKWOOD. What?
Mr. SCHAEFFER. They do not operate programmatically or finan-

cially the way hospitals do. One of the things that we would like to
do is to be sure that the intermediaries that relate to home health
agencies are fully informed and fully able to deal with those agen-
cies.

We would like to see fewer intermediaries deal with home health
agencies.

I do not feel, however, that we should set up a network of
intermediaries just for home health agencies.

Senator PACKWOOD. Would you move all of medicare to a region-
al intermediary reimbursing system?

Mr. SCHAEFFER. No. What we see is a long-term strategy to
reduce the number of intermediaries dealing with all medicare
providers including hospitals and home health agencies so that we
have a number of strong, capable intermediaries that have a suffi-
cient volume of business to deal expertly with the variety of insti-
tutions they serve.

Senator PACKWOOD. Do you reduce them by regionalizing them?
If so. What is HCFA proposing to do?

Mr. SCHAEFFER. There are a variety of ways that we could make
changes. Typically the way we will reduce the number over time
will be to not renew the contracts of those intermediaries not
performing well. Better performing intermediaries will pick up the
responsibilities.

Senator PACKWOOD. If the intermediary in the State of Idaho is
not doing well, do you merge it out or merge it in with the State of
Montana or Washington?

Mr. SCHAEFFER. That is an option. In the past, we normally
began with an operational plan, an intermediary, where it has
worked well. We have, in this country, over 100 carrier- interme-
diaries. It is difficult to do business with that broad number of
entities.

Further, with a small number of home health agencies, it is
difficult for them to become expert in dealing with home health
agencies.

Senator PACKWOOD. You have a greater faith than I think I do
for establishing regional intermediaries-or maybe ultimately
making one national intermediary-resulting in better quality con-
trol than we will get out of the local intermediary.

How do you come to that conclusion? That is what you are
talking about, quality control isn't it?.

Mr. SCHAEFFER. I think the issue is simply that since there are
currently only 3,000 home health agencies, it is difficult when they
are divided among 70 or so intermediaries for all those interme-
diaries to fully develop the expertise to deal with those home
health agencies. We would like to reduce the number of interme-
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diaries so that each intermediary deals with a larger number of
home health -agencies.

The logic is, if you have a higher volume of transactions, you can
become more expert. There is no goal to have one single national,
or 10 regional entities, for instance. It is simply to reduce the
number slightly so we get expert intermediaries dealing with this
particular kind of care.

Senator PACKWOOD. You know the fear is, that a State would be
squeezed out of any intermediary if they get served only in that

4 State. They will go to the State next to them, who probably will
pay no attention to them.

Mr. SCIIAEFFER. That is not the goal. In the larger states where
we have more than one, where we have several intermediaries that
is where we have the problem.

Senator PACKWOOD. Do you agree that there is great concern
raised in this country about your cost limits. I am curious at how
they were determined.

Mr. SCHAF.FFER. The cost limits for home health care?
Senator PACKWOOD. Yes.
Mr. SCHAEFFER. If you would like to know the technical ration-

ale, I think we could submit it for the record, the background
documents as to how we arrived at those particular limits.

Basically. the rationale is that there is a wide variety and dis-
crepancy of rates and costs incurred by home health agencies, often
in the same geographic area. In order to impose some kind of upper
limit, a maximum, we developed these cost limits.

It is similar to what we did for hospitals where there also was a
very wide discrepancy in terms of total cost.

The program reimburses providers on the basis of costs. Where
there are reasonable costs, the program reimburses for those rea-
sonable costs.

Our attempt here is to put some limit on what is reasonable and,
with section 223. that is what we have done.

Senator PACKWOOD. I heard what you said and I am not sure I
understood your explanation. Would you please submit the data for
the record.

[The material to be furnished follows:]

.I.THOIioI.,N FOR (At ('ULAIIN(G LIMITS

The limits .kere developed separately for home health agencieS located in metro-
politan and non net ropol itan areas in the follo\, ing manner

I I We obtained cost report data for I2-month reporting period, ending after June
2ii. 11i?;. and on or before .June ;:10. 1977. for each participating home health agency
from the fiscal intermediaries

2, We determined the a\era 4e per \ i-t cost tor each type of service provided by a
home health agency based on the Medicare cost apportionmient method u!-ed by the
provider Many home health agencies .eparatelv detemine the average per'vislt
costs of each service they provide In these cases, the necessary cost data were
extracted directly from the cost reports Other home health agencies have elected to
utilize cost finding methods, that do not result in a separate determination of costs
per visit by t.\pe of service We \%ere able to include these prov'iders in the data base
by obtainir g .-upplemental information Irom the fiscal intermediaries- and billing
data submitted b.\ the providers and computing an average co-t per \i,it by type of
serv ice ol the basis of this information

1i, 'ro Irt le rot comparable dat a base. the average poi" vlisit CostS Of each home
health agenc ' kith a cost reporting period ending before June 3i 1977. % ere
adjusted upward to reflect an estimated liii percent increase on on annual basi-
in average per vi.iI m(t s bt1\ A , co -t reportim pct:od- einditg .June i :1, 7;, and
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those ending June 30, 1977. This estimate was developed by the Office of Financial
and Actuarial Analysis. Office of Policy, Planning and Research. Health ('are Fi-
nancing Administration and is based on the increase in the average per visit
interim reimbursement to participating home health agencies in 1971;

I II We arrayed the data from each type of service separately in descending order
of adjusted per visit costs.

(01 We computed a base limit equal to the adjusted average cost per visit at the
Soth percentile of each array.

6', We increased the base limit by an adjustment factor of 27 OIS percent to take
into account increases in per visit costs from cost reporting periods ending June 30.
1977. to the effective date of the midpoint of the period covered by the limits The
adjustment factor was computed by compounding various inflation rates for this
period as follows:

The Office of Financial and Actuarial Analysis, based on interim reimbursement
data. has estimated that average per visit costs increased ' 7.7 percent from cost
reporting periods ending June 30i. 1977. to December :U. 1 117, and 6 92 percent
during the first 9 months of 197,, We have used these estimates to inflate per visit
costs to September 301, 17,s After October 1. 197S. %%e have computed an annual
inflation rate of 7 371 percent according to the formula established by the Council
on Wage and Price Stability for ,L ulating the voluntary standard for noninflation-
ary price behavior in the health care sector. The formula consists of averaging the
cost increases for the base years, and subtracting one-half of one percent. The
base period is calendar years 11176 and 1977. during \\hich home health agency per
visit costs increased an estimated 7.0 percent and S.5 percent. respectively. Sub-
tracting a one-half percentage point irom the average annual rate of increase over
1197;-1,77 results in an annual inflation rate of' 7 371 percent We used this to
increase per visit costs from October 1. 11,',h. to the midpoint of cost reporting
periods beginning July 1. 19719. We believe that this standard is appropriate for
setting limits en costs necessary in the efficient delivery of needed health services

Senator PACK-WOOD. My last question. Is there a division in
HCFA that is directly responsible for long-term care and the policy
development of long-term care?

Mr. SCHAEFFER. There is not now in the sense of the operating
programs, but we have made some organizational changes which
will put responsibility for long-term care policy vis-a-vis the inter-
mediaries in a single organization. In terms of demonstration pro-
jects, there is a single organization dealing with long-term care
demonstration projects.

Senator PACKWOOD. I have no other questions. I hope you will
have time tomorrow to meet with County Commissioner Clark on
project health. I would personally appreciate it.

Mr. SCHAEFFER. Yes. sir. It will be tomorrow morning,
Senator PACKWOOD. Thank you.
Senator TALMADGE. Senator: Dole. any questions?
Senator DoLE. As I understand it, you did not make any recoi-

mendations in your report.
Mr. SciAEFFER. The report as transmitted to the Congress did

not have the recommendations already in the budget or the legisla-
tive program that the administration submitted, that is correct, sir.

Senator DoLE. Are there some better methods in operation of the
programs that would result in cost savings?

Mr. SCHAEFFER. Yes, sir. We believe so.
I have a fairly detailed list of actions we are taking administra-

tively and could refer to some briefly, in terms of the major ones, if'
you would like.

\\e think that, from the administrative point of view, there is a
great deal that we can do to tighten up the program and improve
it. As I mentioned in my remarks, we are moving to prohibit the
1IM( percenters. We will be moving on the question of consolidating
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intermediaries. The section 223 cost limits are about to be pub-
lished in final form.

We will shortly have final regulations concerning related organi-
zations. We are considering the provision of a copy of the bill, or an
improved explanation, of benefits to the beneficiary to get at the
problem I mentioned earlier of the program being billed where the
beneficiary had not received a service.

We have a three-pronged program in terms of improving audit
surveillance. First, medicare is working on intermediary screening
guidelines. Second, our medicare contractor's budget guidelines for
fiscal year 1980 directs intermediaries to audit all 100 percenters,
all of the home health agencies that are totally dependent on
medicare.

Third, we are increasing the departmental audits, those done by
the audit agency and those done by the Office of the Inspector
General, and those done by the Office of Program Integrity.

Senator DOLE. I think that any other information you have in
that area would be helpful.

What about-we have had a lot of attention focused on the
restricted nature of the homebound requirement and the restric-
tion on the home health services by the terminally ill. Do you have
some demonstration projects in progress? Can you give us any
information on the status of those?

Mr. SCHAEFFER. Yes, sir. The Department is very interested in
the provision of services to the terminally ill, as I am sure you
know. Under our current home health benefits, individuals who
are suffering from terminal illnesses get existing benefits on the
same basis as nonterminal individuals. We also initiated a demon-
stration project and received over 250 applications for hospice dem-
onstrations. Many of the applicants are home health agencies that
would like to provide a hospice-type program. We will be moving
with that.

These demonstrations will provide agencies with medicare and
medicaid waivers necessary to reimburse hospice services. An eval-
uation will be made so that we may be able to make some specific
recommendations about hospice programs.

Senator DOLE. When will you be able to make those recommen-
dations?

Dr. GAUS. Within the hospice area, we are several years away
from completing studies. The applications are just being screened
now.

We anticipate at least 1 year's service, starting sometime in the
fall before we can really have any good data on the costs and the
benefits of that service. The projects will conclude 1 year after
that, so it will be 2 years until we have really completed the
projects, hopefully having some earlier data by the fall of 1980.

Senator DOLE. Thank you, Mr. Chairman.
Senator TALMADGE. Senator Durenberger?
Senator DURENBERGER. No questions.
Senator TALMADGE. Senator Chafee?
Senator CHAFEE. I did not quite understand the gist of your

report, in which you discussed a series of frauds that have been
uncovered and you pointed out some of the problems involved. But
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there have been tremendous problems in regular medicare and
medicaid involving nursing homes.

What is unique about home health agencies' having problems,
particularly when you point out that you fail to cover them in a
timely fashion because scarce resources were concentrated on hos-
pitals and nursing homes where a great majority of the fraud
occurred.

Fraud exists all through medicare and medicaid that you must
deal with. There is nothing unique about finding it in the home
health agencies.

Mr. SCHAEFFER. I think that what we are trying to get across is
that this is a small but dramatically growing type of service.

Senator CHAFEE. Could I ask you about that? Is it any more
dramatic and growing than medicaid in 5 years, or medicare?

Mr. SCHAEFFER. The total programs, probably not.
Senator CHAFEE. I mean percentagewise.
Mr. SCHAEFFER. Twenty percent a year. That is a figure that is

greater than the rate of growth for hospitals, for instance, much
greater.

Senator CHAFEE. Nothing like food stamps. But never mind, that
is a separate issue.

Mr. SCHAEFFER. I would like to get to the point. I think the point
is because of the relatively small expenditures; we have focused our
resources on hospitals and nursing homes, because there are
almost necessarily more program dollars and thus a more opportu-
nity for fraud. What we have encountered in the home health
agencies has been a big surprise to us because of the growth of
these so-called 100 percenters, not-for-profit agencies.

Senator CHAFEE. Is that not a problem that can be controlled'?
If you can answer briefly this question. Sure you have uncovered

problems. Sure there are specific problems related to this field. The
100 percenters you talked about, they do not present extremely
different challenges, do they? I cannot understand that as a reason
for unusual problems in connection with this proposed program.

Mr. SCHAEFFER. They present challenges for a couple of reasons.
One, we do not have the ability to audit and review as you do in a
hospital. You do not have the individuals.

Senator CHAFEE. That is what-the 100 percenters?
Mr. SCHAEFFER. The home health agencies. They are different

from the institutions where we have some experience, hospital or
nursing homes.

Also, the existence of the 100 percenters has caused us problems.
There have grown up a number of firms which provide consulting
services to home health agencies. The home health agencies have
suddenly sprung up as shell corporations and have maybe three or
four employees that are often either related through business con-
nections or through some personal connection with the people who
provide the management services.

I have knowledge, for instance, of a home health agency that is
totally made up of family members who contract with four other
business associates to provide management, consulting and the
actual nursing and home health aid services. I do not mean to
imply that all home health agencies exhibit this type of abusive
setup; that is not true. There are many excellent organizations.
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But the nature of this particular service makes it possible for a
home health agency to exist which is really nothing but three or
four people on salary.

And, since we reimburse on the basis of cost, those salaries can
be increased.

Senator CHAFEE. We have had some experience with this thing. I
do not consider that a real challenge. You should be able to get
some line of experience to determine what is a reasonable cost.

Let me go to another point you make on page 8, kind of a
shocking disclosure. Referrals have been made to home health
services by physicians and other individuals who have a financial
interest in the home health agency providing the service. Half the
nursing homes in the country are owned by doctors.

Mr. SCHAEFFER. I do not know.
Senator CHAFEE. Certainly in our State they are, so this business

of a potential conflict of interest by referrals from a hospital to a
nursing home is no greater than from a phsyician's office to a
home health service owned by that physician, or a group of them.

I do not think there is anything unique in that.
Mr. SCHAEFFER. We find that class of providers difficult to deal

with. Our charge is not to expend funds if we know of the existence
of fraud.

Senator CHAFEE. I am not saying there is automatically fraud in
such a situation. In other words, I found your statement-in all
fairness, we had to read the longer statement while you were
giving the briefer one-I thought you presented a whole series of
obstacles that I did not consider any greater than the obstacles we
are already facing in the present medicare and medicaid program.

Mr. SCHAEFFER. Our goal is, before we proceed on this or on the
regular medicare or medicaid program, to reduce the incidence of
fraud if that is the issue and, more importantly in the case of home
health, to make sure we have an optional and alternative service
which is beneficial to the beneficiaries. In most cases, there will be
less cost.

If the issue whether is there is more fraud in home health or not,
I really do not know. That was a point we tried to make, that if
there is any fraud, we are concerned.

Senator CHAFEE. You are going to have opportunities for fraud in
everything. In your examples here, these tests, experiments, dem-
onstrations, I was sorry you did not give us some indication of how
they worked out-the one in Georgia, Connecticut, New York,
wherever it might be.

Mr. SCHAEFFER. Most of them are between 1 and 2 years old, and
we really just have preliminary results, if that.

Senator CHAFEE. Thank you, Mr. Chairman.
Senator DOLE. I meant to ask you, we are going to have a witness

later on who will be testifying that in certain States, Florida for
example, the home health agencies refuse to care for medicaid
recipients. Is this true in other areas of the country? What is being
done, if anything, to handle it?

Mr. SCHAEFFER. I am not personally familiar with how wide-
spread that practice is. Most of the problem that we have, frankly,
is with agencies who deal with only medicare beneficiaries.

We can get you that information for the record.

4 -,11 , - 7 - '
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[The material referred to follows:1
Medicaid services are administered by the States within Federal guidelines the

States must provide reimbursement for home health services as one of the seven
basic services provided to cash assistance recipients They retain discretion as to
whether to provide coverage for the medically needy, and for certain other individ-
uals. In addition, since the States decide what reimbursement methods to use and at
what levels to reimburse, there is considerable variation Although 21 States have
adopted the Medicare principles of reimbur'.-ient, the rest have establi.-hed their
own rates and methods. These methods are cost-based or consi-t of fixed fees.
negotiated rates, or a schedule of maximum allmoxances ,see table, Most States-
which do not pay for home health services on a cost basis pay less for home health
than does Medicare. The level of Medicaid reimbursement may be lower than the
cost of providing services fbr example. in some States the Medicaid rate is less than
511 percent of the level of Medicare reimbursement for the same services Under
such circumstances providers often either refuse to participate in Medicaid. or.
instead of refusing all Medicaid clients, place limits on numbers of Medicaid clients
accepted or on services provided to Medicaid clients A second Medicaid reimburse-
ment problem. one not limited to home health services, is the problem of delays in
payment of claims These delays have caused cash flow problems for participating
home health agencies. ilowever. Section 2 of Public Law 9.71-112 now require- that
States meet specific s-tandards for claims payment time

In a number of States, these reimbursenient police, and problem- have resulted
in

A limited number of providers- serving Medicaid client!.
A quota sy-tem %;hereby onlyv a ,nall percentage of Medicaid patient- are accept-

ed by agencies without assurance of other sources of funding, and
Unavailability of home health services to Medicaid recipients in man\ geographic

areas
Several States have indicated that they are a%;are of the problems cau!-ed b the

low rates but are fearful (t expenditure increases inherent in reimbursing full costs
Some States have shown an interest in expanded home health services pro\ ided the%
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Contract: State purchases goods or services through a contract mechanism and
pays the amounts specified.

Usual and customary: An amount based on a provider's charge experience for
some period of time; please indicate year or period during which amount was
established, e.g., 1974.

Cost based: State pays for services based on allowable provider costs, e.g., annual
operating costs.

Senator DOLE. Maybe we can find out more from the witness who
will testify later.

I think that Senator Chafee is right, there is probably a lot of
fraud in anything. What happens if you discover fraud, you just
stop the program?

Mr. SCHAEFFER. I wish it were that easy. Most of what we are
talking about is probably more properly characterized as abuse,
although there sometimes are illegal activities.

Senator DOLE. Any prosecutions?
Mr. SCHAEFFER. There is a lengthy practice of factfinding and

documentation. We then disallow costs. There is an appeal process.
Those few that are so egregious that the prosecutor is willing to

continue the process and go to court, many of those people indeed
are punished in the court.

Senator DOLE. There actually has been somebody brought to trial
for fraud?

Mr. SCHAEFFER. Yes, sir.
Senator DOLE. Could you supply the number of cases? I was not

aware there has been any great number.
Mr. SCHAEFFER. There are relatively few, due to the cumbersome

process.
Senator CHAFEE. In home health, or other medicaid and medi-

care?
Mr. SCHAEFFER. Home health.
Senator CHAFEE. Home health. Is that any more complicated

than medicare and medicaid fraud?
Mr. SCHAEFFER. I think the opportunities that is afforded the 100

percenters have made it easier for unscrupulous operators to take
advantage.

Senator CHAFEE. Trying the cases, the procedure?
Mr. SCHAEFFER. The same procedure. That is why we have a civil

money penalty bill before you this session. It would be very helpful
if we had an administrative mechanism that could act as a deter-
rent.

Senator CHAFEE. That is a bill you are quite anxious to pass.
That will cover also home health?

Mr. SCHAEFFER. This, and any abuse, any claim that is deter-
mined to be fraudulent, or abusive. Frequently the prosecutors do
not want to take the case, because it is either a very complicated or
a lengthy case and the dollars are very small, a $25,000 disallow-
ance, for instance.

From the point of view of some prosecutors, it is not worth the
effort of going through this very costly procedure.

I believe you will hear testimony later today from Charles S.
Hynes of New York. He can tell you some of the frustrations they
have been through.

Senator DOLE. It looks like we are inviting fraud if everybody
knows nothing will happen, an open invitation -to get in the busi-
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ness. If you are caught, we are not going to do anything. If we pass
this civil money penalty bill, that is sort of a slap on the hand.

Mr. SCHAEFFER. Senator, I think it is a very effective slap on the
wrist because it assesses a fine of $2,000 per fraudulent claim. I
think we can demonstrate that in many cases it is not only one
claim, it is quite a few. That becomes a deterrent.

Also there are many claims passed through inadvertently be-
cause, in many situations, there is not enough care taken in pre-
paring claims.

Senator [OLE. I do not quarrel with that. That is the same
argument we hear in food stamp violations and every Federal
program. While we have a lot of abuse, a lot of fraud, nothing ever
happens because it is so complicated. Therefore, the invitation is
sort of an open-ended one.

Mr. SCHAEFFER. We would be happy to submit this for the record.
We have removed a number of providers from our program on the
basis of actions taken by courts and actions we have taken. We
have been making some progress.

The fact is, if the provider has the financial support to take us
all the way through all the hearings and appeals mechanisms it is
very cumbersome, very time-consuming and frequently they get out
from the net.

Senator DOLE. Thank you.
Senator TALMADGE. That leads me to one final question. Congress

has given you a host of health care programs, as you know. Do you
have the resources in the Department to adequately administer
them?

Mr. SCHAEFFER. We are going through a rearraying of resources
so that we can more adequately respond to the demands placed on
us. We are not in this alone. We rely on carriers, intermediaries
and the States, as well as the medical profession, and the provid-
ers. By and large, the providers and our fiscal agents are trying to
do a good job. I think the incidence of fraud and abuse is probably
no greater in health care than it is anyplace else.

We are shocked at it because we do not have a history of moni-
toring health care as carefully as we monitor other transactions
the Government is involved in.

We feel, when we finish our organizational changes, that we will
be in the right posture to adequately address all of the things you
have asked us to do. We can always use help, but this is a time of
lean budgets and lean agencies, and we will stay lean.

Senator TALMADGE. Thank you very much, Mr. Schaeffer, and
your associates, for your contribution.

[The prepared statement of Mr. Schaeffer follows:]

STATEMENT OF LEONARD D. SCHAEFFER. ADMINISTRATOR, HEALTH CARE FINANCING
ADMINISTRATION

I a:m pleased to be here today to review with you the provision of home health
services under the Medicare and medicaid programs. In enacting the home health
provisions in 19t5, as part of the original Medicare/Medicaid statute, Congress
intended these benefits to serve the purpose of providing a needed health service
and, in many cases, serving as a lower cost alternative to institutional care. as you,
Mr. Chariman, have pointed out in announcing this hearing, "there is growing
acceptance and appreciation of the value of appropriate and properly provided home
health services as a humane and less costly alternative to institutional care."
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In particular, the home health benefit has been a blessing for older Americans
who can look forward to an increased life expectancy without the fear of automatic,
long-term institutionalization following hospitalization. Not only are the costs of
care often reduced in a home care environment, but such an independent environ-
ment and the assistance of family members clan promote more rapid recovery. Our
citizens can and should lead full lives away from institutions to the greatest extent
possible.

Problems have arisen, however, as home health services have expanded in avail-
ability and in use.

Initially, the congress planned rather tight limits on home health benefits, includ-
ing strict conditions for eligibility and limits on the number of visits per year. In
spite of this, expenditures for home health services have increased markedly. In
fiscal year 1979, Medicare expenditures are expected to reach $711 million com-
pared to $119 million in 1974. Medicaid has also seen a rapid expansion, with
expenditures for home health increasing from $30 million to $255 million during the
same period. In fiscal year 1977, in-home services were used by 530,000 Medicare
and 208,000 Medicaid beneficiaries.

With HCFA expenditures for home health services increasing at - n annual rate of
20 percent, it is important to view them in the context of whether they are strictly
health services or fall into the larger continuum of social services for people in the
home.

Medicare finances acute care services for the elderly and disabled. Medicaid
finances acute and institutional medical services for the disabled, poor, and many
elderly. While home health benefits are included in both of these programs, Medi-
care and Medicaid can offer only a partial solution to the larger problem of how
society can best respond to the needs of these populations.

The financing of health care services was not intended to replace the role of the
family, nor was it meant to provide other social services. Rather, it was intended to
supplement those resources where specific medical needs had to be met.

These health dollars are limited and must be directed to the specific goals of the
program. An expanded definition of the Medicare and Medicaid home health benefit
may provide more services to some. However, before initiating such an expansion,
we must be sure that we do not inappropriately use health care funds, thereby
depriving other people of needed medical services.

In addition to the Medicare and Medicaid funds, many other sources of money
and services are available to individuals which can prevent the need for
institutionalization and improve their health and productivity. For example, the
title XX program, nutrition programs, HUD's support for housing for the elderly,
and other efforts such as the VA's aid and attendance program are all mechanisms
to provide such services.

It is apparent, therefore, that for home health to succeed as an alternative to
institutional care, a coordinated package of health and social services is required.
Thus, as we consider modifying the existing home health benefit, we must view such
changes in terms of what are the most appropriate sources for funding those efforts
and how we can assure that the entitled individual can benefit from all available
resources.

In addition, as we total up the cost of all the services we can provide, it is
important that we assume that care is provided in the most cost-effective manner.
To that end, we must determine whether we are offering a lower cost alternative to
institutional care or whether the patients' needs are best served by home health
care even if that care costs more than institutional services.

To this end, HCFA has been working closely with the Administration on Aging,
the Office of Human Development. and the Department's Planning and Evaluation
staff to develop adequate knowledge about the most effective ways to organize and
deliver servicea and coordinate the Departments overall effort in providing long-
term care services. For example, the $30 million requested in the fiscal year 1980
budget will involve a joint effort between AoA and HCFA to determine how health
and social services may be used in an integrated manner.

Many of our on-going demonstrations address the integration of a variety of
programs, the cost-effectiveness of new organizational models and the impact of
benefit changes.

Among thi, e demonstrations are:
Under a demonstration grant, th,! Georgia Department of Medical Assistance is

developing community services such as foster care, day health care and home care
for Medicaid clients, in order to determine the impact of these services on the
extent of institutionalization. In this project approximately 1,000 beneficiaries are
receiving expanded community services. Their use of institutional care will be
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compared to the cost and amount of institutional care received by a similiar group
not receiving community services.

We are currently supporting two projects in New York State dealing with home
health and related community services. One project in Monroe County is coordinat-
ing health and social services on a community-wide basis. the goal is to prevent
unnecessary institutionalization and to provide more effective, less costly alterna-
tives. The cost and quality of care delivered to project pariticpants will be compared
to a similar group of non-project beneficiaries that do not have access to alternative
care services. The Monroe county project serves approximately 800 patients per
month.

HCFA is also working with the New York State Department of Social Services to
implement a long-term home health care program in several localities across the
State. Under this demonstration, social and health services are provided at home
rather than in institutional settings. This demonstration caps the cost of home care
at the 75th percentile of the cost of nursing home care. It is expected that this
project will maintain approximately 2,000 Medicaid beneficiaries in their own home
during the first year. HCFA will be conducting an independent evaluation of the
impact of this approach.

In Connecticut, we are experimenting with a single entry point into the health
care system through a community organization that provides assessment and case
management. Through contractual arrangements with over 190 providers, the
Triage project ensures a more coordinated and efficient provision of long-term care
services for 1,500 Medicare beneficiaries. While this project includes the full spec-
trum of services, one of the questions to be addressed is the appropriate role of
home health services in overall health care and social service systems.

Another important reimbursement demonstration is On Lok Senior Health Serv-
ices in San Francisco. On Lok provides community and home-based services and has
a contract with a skilled nursing facility and a hospital to care for its clientele.
Through Medicare waivers, we will be reimbursing Or, Lok on a prepaid capitation
basis-testing the feasibility of the health maintenance organization concept for
comprehensive health care needs, including home health services.

Hospice care is another area of interest to HCFA. We have received over 250
applications to test a package of hospice services through Medicare and Medicaid
waivers. We have targeted these benefits to in-home use by requiring that the basic
component of the hospice be a home care program.

While these projects will greatly expand our knowledge about the benefits and
costs of long-term care, much more information is needed. To this end, the President
has included in his fiscal year 1980 budget request for HCFA an additional $13
million for research and demonstrations in home health and other long-term care
services. These additional funds would enable HCFA to collect important survey
data on characteristics of our beneficiaries who use long-term care services and the
amount and cost of these services. We would also use these funds to sponsor more
projects aimed at determining the costs and benefits of home health services,
hospice services, and other alternatives to institutionalization. Finally, these funds
would allow us to experiment with innovative reimbursement methodologies that
would include capitation payment schemes, systems that relate reimbursement to
individual levels of care, and prospective payment systems for SNF's and ICF's.

Among the kinds of projects that will be solicited in fiscal year 19S0 are:
Comprehensive programs for organization and delivery of services as well as

reimbursement: these models would allow one agency to control utilization and
reimbursement for long term care services under Medicare and Medicaid, and title
XX-Social Services.

Reimbursement for a comprehensive package of acute and long-term care services
on a prepaid, capitation basis: These models would utilize the IHMO and IPA-IIMO
mechanisms to include long term care benefits.

Innvoative reimbursement methodologies for skilled nursing facilities- These pro-
jects would be aimed along several lines. One would be to try to relate reimburse-
ment to individual levels of care. Another might be to test methodologies providing
incentives for quality care and controlling and reimbursing for capital costs

Comprehensive grants for all long-term care services.
Joint projects with private insurors: We hope to develop an interest in the private

sector for demonstrations involving long-term care benefits, Such a package could x
very meaningful as a supplementary benefit.

The information that would come from these new projects. as well as existing
demonstrations, would be invaluable to future decisions your Committee might
make in home health services and long-term care in general We hok forward to
your continued support in these endeavors.
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The results of our research and demonstrations projects are encouraging and will
prove useful in the future Over the past few years, however, with the rapid
expansion of the program, certain problems have developed. Our own surveys and
investigations, as well as information gathered through several Congressional hear-
ings and GAO investigations into the status of home health services, have highlight-
ed both the existence of, and potential for. major fraud and abuse.

Several factors have played a role in the occurrence of fraud and abuse: Medicare
reimbursement guidelines often have not been specific enough As a result, some
intermediaries have over-reimbursed such items as salaries, pensions, and fringe
benefits. There is evidence of non-arms-length practices between home health agen-
cies and hospital discharge planning units. Referrals have been made to home
health services by physicians and other individuals who have a financial interest in
the home health agency providing the service.

Finally, we may have failed to uncover problems in a timely fashion because
scarce audit resources were concentrated on hospitals and nursing homes where the
great majority of our funds are being expended.

As a result, we have been confronted with the need to control fraudulent and
abusive practices in a number of areas throughout the country. For example, in
Texas, executives of a home health agency were indicted for conspiring to defraud
the government of the United States by filing false cost reports and using phony
books and records to inflate costs. In March, 1978, the three defendants were found
guilty on 12 counts of the indictment. The executive director received a seven year
prison term and five years probation. The other official received a two year prison
term and three years probation. The home health agency was fined $20,000.

In the Midwest, HEW has been investigating a chain of home health agencies
which allegedly defrauded the government of over half a million dollars. The
questioned practices involved claiming costs for the employment of relatives who
actually worked elsewhere on a full-time basis, paying unjustified management fees
and inflating costs for subcontracted services.

These represent examples of cases of open fraud. Many other cases involve prac-
tices which, while not obviously fraudulent, are abuses that cost the program
extensive sums. For example, in Florida, validation reviews revealed a number of
abusive practices. Directors of one agency were making personal use of agency
assets-such as cars, credit cards, and televisions Over a four-year period, another
Florida home health agency paid over 7 percent of its charges between :35,,000 and
$50,000 per year) to a management consulting firm owned by the administrators.

Another matter we are concerned about within the 'Medicare program involves
home health agencies which restrict their patient population to Medicare beneficia-
ries. By doing so, these -100 percent" agencies claim their full costs of operation as
Medicare reasonable costs. Since there are no non-Medicare patients, no opportunity
exists for comparing Medicare costs with costs attributable to other patients. More-
over, payments that are subsequently identified as excessive are difficult to recover
because these agencies have no other source of income. Allegations have also been
made that the "100 percenters" strip the patient of' their Medicare benefits and then
transfer them to other home health providers. Fraud and abuse also seems to be
more prevalent among "100 percent" agencies than among other types of HHA's.

Responding to these and other questionable practices, the Congress passed in 1977
the Medicare-Medicaid Antifraud and Abuse Amendments (Public Law )5-1421. This
legislation provided us with a number of tools to address fraud and abuse problems:

To resolve the problem of hidden ownership and interlocking corporate structures,
Sections 3 and 8 require that all providers must now make full disclosure of the
indentity of each person with an ownership interest and of subcontractors whose
business transactions with the provider exceed $35,000.

Also, to address the problems of hidden ownership, Section 9 permits the Federal
Government access to all Medicaid providers records to the same extent as it does
Medicare providers.

Section 14 authorized the Secretary to assign providers to specific intermediaries,
based on his determination that the selection of these intermediaries would permit
more efficient operation of the program. Final regulations to implement this section
will be issued shortly. This authority would permit us to select a more limited
number of intermediaries to serve all home health agencies. We believe that a
smaller number of intermediaries serving home health agencies will permit us to
use more experienced intermediaries- who are better able to provide sufficient re-
sources and attention to reimbursing, auditing and monitoring those agencies.

Section 19 required uniform cost reports for all providers. Uniform reports make
it easier for an intermediary to identify aberrant patterns of costs. It will also
provide the data necessary to better define and determine reasonable costs for home
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health agencies. The NPRM on the home health agencN cost reports which 1ICFA
has developed will be issued shortly.

Fraud against any part of the program wos upgraded from a misdemeanor to a
felony as a more potent deterrent.

In addition to implementing the provisions of Public Law 9.7)-142. we are taking
several additional steps to improve the administration of home health benefits

We will be publishing in the near future limits on the amount Medicare will pay
for home health visits.

We are exploring the feasibility of screening guidelines to use in auditing samples
of claims. This could enable us to quickly identify abusive patterns and target full
scale audits.

We are examining ways to prohibit home health agencies from restricting them-
selves to furnishing services to Medicare patients only. In fiscal year liI, funds
have been allocated for IICFA to conduct audits of all -1(1 percent" Medicare home
health agencies

We will consider requiring home health agencies to submit a duplicate bill to the
client, li.-ting services provided and amounts charged. Through this. the client can
then verify whether the services claimed were in fact provided Clients would be
specifically instructed to contact the intermediary in the event of a discrepancy

We are increasing audit activities for home health agencies. especially in those
areas where abuses have been identified Given the small size of the agencies and
the potential amounts that may be recovered, audit expenses may sometimes s-ur-
pass recoveries. However, through the use of information gathered by the HEW
Office of the Inspector General, and HCFA's Office of Program Integrity. we can
focus our audit activity on those agencies where the potential for overpayments or
fraud is more likely.

Finally, the Administration recently sent to the Congress a bill that would give
the Secretary authority to impose a civil money penalty of up to $2,00() per fraudu-
lent claim for reimbursement under the Medicare and Medicaid programs. The bill
would provide administrative procedures that would help us move quickly against
defrauders in those instances where a criminal prosecution might not be warranted
or practical. It will also serve as a further deterrent against fraudulent practices of
home health agencies.

This bill was recently introduced in the House of Representatives. I hope this
Subcommittee will consider giving its support to this measure

With the creation of HCFA and its new Bureau of Quality Control, the growth of
the Department's Inspector General's Office, and the enactment of Public Law 95-
142, we expect that there will be a greater capacity to more effectively investigate
and prosecute fraudulent home health agencies. While we have made great progress
in the last year in implementing a more effective system of reducing fraud and
abuse, we must continue to expand our capacity to manage these programs before
we consider significant modification of expansion. It is only by doing so that we can
assure that our beneficiaries receive the full benefit of services available under
present law.

We must also bear in mind that Medicaid and Medicare cannot be expected to
support the full range of home services or be the sole means to meet the long-term
care needs of the elderly and the poor. Neither program can substitute for the
family. Neither program can provide all of the medical, housing, and social services
necessary to care for this population.

Therefore, we must determine what services are most appropriately the responsi-
bility of Medicare and Medicaid. In addition, we must determine what funds are
currently available from other programs to assist in meeting the needs of this
population. Lastly, we must develop mechanisms, at both the Federal and local
levels that will guarantee individuals the full benefit of available resources. These
include not only Federal financing mechanisms, but community services and sup-
port that can be provided through family members.

Given the budget constraints and uncertainty about how best to proceed, we must
move cautiously in expending home health benefit. Some of the questions we hope
to answer through our research and demonstration program are the extent of need
and the best ways of organizing and delivering services.

Meanwhile, we are moving aggressively to improve our administration of home
health services by achieving better contol over reimbursement costs and reducing
the opportunities for home health agencies to abuse the program. These efforts will
enable us to ensure that our beneficiaries receive the home health services to which
they are entitled.
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Senator TALMADGE. We have a multiplicity of' witnesses to be
heard. The hour is getting late and the Senate is in session. There-
fore, we have to limit the time of each witness to (; minutes, and
try to hear all of the witnesses if we possibly can.

The next witness is Mr. Charles J. Hynes, deputy attorney gener-
al, special prosecutor for Nursing Homes. Health. and Social Serv-
ices, State of New York.

You may insert your full statement in the record. I understand
Mr. Hynes is not with us.

STATEMENT OF ALBERT F. APPLETON. EXECUTIVE ASSISTANT.
SPECIAL PROSECUTOR FOR NURSING HOMES. IIEALTll AND
SOCIAL SERVICES, STATE OF NEW YORK. ACCOMPANIE) BY
ANN BERSON, SENIOR PROGRAM ANALYST
Mr. APPLETON. Senator Talmadge, Mr. Hynes had a last minute

crisis with our State legislature on our budget so he has asked me
to represent him.

Senator TAIMADGE. Identify yourself for the record, please, and
insert your full statement in the record and summarize it as briefly
as you know how.

Mr. APPLETON. Thank you, Senator. I am Albert F. Appleton, I
am Mr. Hynes' executive assistant and with me is Ann Berson, our
senior program analyst.

Senator TALMADGE. We are delighted to have both of you.
Mr. APPLETON. Mr. Hynes has asked me to express his regrets

that he could not be here, particularly, Senator, because we so
much appreciate the leadership your committee has shown in the
efforts of medicaid--

Senator TALMADGE. I understand he has done a fine job with the
weapons we gave him. I personally wanted to congratulate him.
Will you please extend my congratulations to him?

Mr. APPLETON. Thank you, Senator. That means very much to us.
Mr. Chairman, our office has run for 4 years the largest white-

collar crime investigation into health care in the country. We feel
that we have a right to be proud of our record, both in rooting out
fraud and in dealing with problems of patient care. We are particu-
larly glad to be here on home health today because, as we look at
home health, we see an area in which the growth is just beginning.
A long overdue expansion in this area seems finally about to take
place. What we are here to speak to you today about is that this is
perhaps the last major health policy area in which we can do it
right the first time, that what we have here is a superb idea, but
superb ideas are not necessarily self-executing. If we do not address
the root causes of the fraud, abuse and waste that have underlined
so much health care, that is: the poorly thought-out program de-
signs, the bureaucratic mismanagement and the lack of any effec-
tive monitoring capability, we very much fear that we will have a
repeat of the fraud and abuse that has taken place in so many
areas.

We believe that home care is such an important idea that we
should not allow it to be discredited by some of our failures in the
past. We urge this committee, in designing its expansion of home
care, to recall the experience in nursing homes and in other areas
in the early 1970's. Remember there how a combination of poor
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program design, hasty implementation, bureaucratic indifference
and underfunding of enforcement led to massive scandals that have
called into question the whole concept of publicly supported health
care.

Mr. Chairman, home health care has been in existence for about
15 years and, except for the last few years, its growth has been very
slow. As we have reviewed the area in the 4 or 5 months that we
have been actively investigating it, as we have attempted to edu-
cate ourselves to this problem. we have seen the fact that, time and
again, the same criticisms consistently reemerge. We have listed
two pages of what are practically a standard consensus critique of
home health in our testimony.

To summarize, it is underfunded, it is overbureaucratized. There
is no common entry, no quality control standards, no monitoring
and review, diffuse bureaucratic authority, and we could go on and
on.

On a theoretical level, it is often criticized for overemphasizing
its role as an alternative to institutionalization. Its preventive
aspect, the aspect we look at in terms of patient care, seems often
to be ignored.

Senator CHAFEE. Mr. Chairman, could I ask one question?
Senator TALMADGE. Senator Chafee.
Senator CHAFEE. What home care programs are in existence now

that you are making this judgment on?
Mr. APPLETON. Senator, we have been looking at the home care

program as it has been presented to us in our investigation in New
York, which includes both title XVIII, the medicare program; title
XIX, the medicaid program; and Title XX, the various social serv-
ices programs. We have been reviewing, as best we can, both the
New York experience and educating ourselves as to the experience
that exists nationally, partially through materials provided to us,
through members of this committee.

Mr. Chairman, we feel that if we are to get beyond the bureau-
cratic problems that seem to have inhibited health and currently
are offering opportunities for fraud, abuse, and waste, tiat we
must consider some kind of major change in program philosophy.
We must look beyond home care as simply an alternative to
institutionalization, to a philosophy that emphasizes home care as
a preventive health service, a philosophy that attempts to merge
the concepts of medical care and social service into one care pack-
age for those who need it.

What we would urge this committee, is to consider a concept
along the lines of the following: To take the existing home care
services that are provided in a fragmented form under titles XVIII,
XIX, and XX, and to merge them into one, unified administrative
program. We would see this program as being based on a localized
intake assessment, monitoring and funding center with decentral-
ized service delivery.

This kind of centralized enforcement administration would be
easy to monitor, it would provide ready access for people who need
home health care and would permit a variety of flexible services to
be provided for the various patients who need it.

We believe that only this kind of fundamental reorganization is
going to break home care out of the constraints, out of the frag-
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mentation that is presently limiting its growth, presently keeping
it from being a cost-effective service, and turn it into the preven-
tive health care service it should be.

Senator TALMADGE. Mr. Appleton, I hate to call time on you. We
have to get to other witneses. I have read a portion of Mr. Hynes'
statement while you were testifying. I think it is a superb state-
ment. I have only one question.

In a May 15 report to the Congress, GAO stressed the need for
tighter fiscal controls for home health agencies. In particular, the
GAO cited abuses of nonprofit status by some agencies such as
excessive costs, self-dealing arrangements, excessive contracts for
for-profit organizations and so on.

Earlier, GAO, in a congressional report, cited abuses with respect
to for-profit agencies. What is the extent of home health care fraud
and abuse in New York and what parallels do you see between
home health and nursing homes?

Answer that as cogently as you can.
Mr. APPLETON. We will try to do that in all instances, sir. I think

it is too early for us to comment on our ongoing investigations into
home health. We have been in the area for 4 months. We have a
number of investigations that we are undertaking. The non-for-
profit private facilities, we probably will not have much to contrib-
ute to this committee because that is not a particularly large
program in the state of New York. I think it will take us another 3
to 6 months to get the kinds of hands-on knowledge and the kind of
investigative results we want.

Certainly, though, there are allegations in New York and we are
looking into them. It seems to me the parallel with the nursing
home industry in the early 1970's is obvious. We had a very good
idea. There was a lot of pressure to expand the service. The only
ready source was the proprietary industry,

We may face the same problem in home care. Those industries
organized and ready to enter the industry are the proprietaries.
Without proper monitoring and enforcement, I think you are going
to have some major problems.

Senator TALMADGE. I take it, with proper monitoring, you would
have no objection to for-profit institutions?

Mr. APPLETON. That depends on what you mean by proper moni-
toring. If it were possible to insure that the costs paid to the
proprietaries would go to patient care and not to profit that is
unrelated to patient care, yes. But I think we will have to see that
system first before we could endorse it. We have no objection
theory to the proprietary principle. Every time it has been put in,
without careful design and very careful monitoring, we have had
some very big problems.

We spent 3 years in New York cleaning up the nursing homes.
Senator TALMADGE. Senator Packwood?
Senator PACKWOOD. Accompanying Mr. Hynes' testimony is this

book, "Profit-making in Long-term Care Facilities" in which he
discovered one-quarter of the for-profit nursing homes had been
involved in medicaid, fraud and related crimes. Did you do a simi-
lar study on nonprofits?

Mr. APPLETON. We did not survey every nonprofit nursing home,
because we did not have the same kind of allegations of criminal-
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ity. We are conducting an investigation into approximately a quar-
ter of the nonprofit industry in New York State. So far, we have
found three instances of indictable crime.

Senator PACKWOOD. Did you find any of the examples that Sena-
tor Chiles made reference to, that is, the nonprofit institutions
with inflated salaries, overblown budgets, although not proprietary
for-profit in the sense of reaping profits, but reaping profits in
terms of wages in terms of those working for them.

Mr. APPLETON. The nonprofit nursing home industry is different
than the nonprofit home care industry. The nonprofit nursing
homes tend to be run by long-established eleemosynary institu-
tions, churches, religious organizations, formal sectarians. We have
seen some of that in New York. In other nonprofit programs, such
as diagnostic and treatment centers that were organized in re-
sponse to the medicaid program, paper nonprofits were created.
These were the kind of institutions that caused problems in Flor-
ida. But those kind of operations, the nonprofit profits, as they are
called, have not been present in nursing homes.

Senator PACKWOOD. Say that again? You have not had the devel-
opment of new organization or nonprofit that Senator Chiles talked
about?

Mr. APPLETON. That is correct.
Senator PACKWOOD. I have no other questions.
Senator TALMADGE. Senator Dole, any questions?
Senator DOLE. I think the record should show that Mr. Schaeffer

was talking about the lean budget. When he left, about half the
audience left, which I assume were HEW staff people. That is one
of the problems when you talk about lean budgets. I do not think
they really are that lean. But we are happy to have the vacancies
in the audience.

The point I want to make, we talk about getting some action as
far as fraud and abuse is concerned. You have not seemed to have
that much difficulty. I have tried to read part of the report, and
Mr. Hynes' statement and you have been moving ahead with in-
dictments and saving a lot of public money. Why should it be so
difficult to do it in Washington?

Mr. APPLETON. Is that a question, Senator?
Senator DOLE. I guess it is not a question. Well, it is a question.

How can you be successful and we be so unsuccessful?
Mr. APPLETON. I think that it is easier for us to speak of the

reasons behind our success. We have had a determined leadership,
proper funding. We have been able to hire a good staff and we had
a scandal in New York where it was made very clear to everyone if
we did not deal with fraud and abuse, we would not have a health
care system. And we have had the support of the Governor and
most of the major administrative agencies and fortunately, the
State legislature.

Frankly, we have been very fortunate in the relations we have
had with Congress. Senator Talmadge, his staff, Jay Constantine
and the others have made a very significant contribution to our
success.

HEW says the right things, and means to do well. They have
tried to help us in the fraud program. The reality often comes out
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different. I am not sure that something does not get caught in the
bureaucratic gears.

Senator DOLE. You suggest in the statement, or at least Mr.
Hynes suggests, that we establish a program to coordinate the
medical social service now provided in titles XVIII, XIX, and XX
and have a title XXI. Are you familiar with that part of the
statement?

Mr. APPLETON. Yes.
Senator DOLE. That is his recommendation based on a lot of

practical experience and observation.
Mr. APPLETON. Yes, Senator. What we are particularly concerned

with, after 4 years, is that we have seen an enormous gap that
comes between the laws that are passed and the laws that are
administered. For example, we have heard a proposal here to have
regional intermediaries. That is not a proposal that we would come
before this committee and recommend, necessarily.

Senator DOLE. It is not?
Mr. APPLETON. No. If you had been unable to supervise 70 inter-

mediaries are you going to be able to supervise 10 any better? We
wanted to put before this committee with the title XXI proposal
the issue of whether we could slim down the bureaucracy around
home health care and get a concept that would be much simpler to
administer and monitor.

As we look at titles XVIII, XIX, and XX, they fragment and
narrow the enforcement viewpoint. We can only look at section
XIX. We can look at section XVIII indirectly with HEW. We
cannot look at title XX at all.

The first thing a provider is going to do, faced with the threat of
enforcement, is pass on his costs around the three programs. He
will put it on title XVIII, where he can put it on the cost-plus
reimbursement. There is less scrutiny.

These kinds of very simple administrative problems-Ann is in a
position to tell a little bit about the quality of service problems
lead us to believe, in the real world, that something has to be done
to slim down this bureaucracy.

Ms. BERSON. Mostly, what we would like to see is a model that
allows people to be served with the necessary services, health,
medical, and social support services, starting from enabling people
to remain in their own homes and only bringing in the medical
components as necessary to these people. Large numbers of people
could really be sustained with much more informal supports.

What happens to them is that they deteriorate because of person-
al care services are not available to persons who are not medicaid-
eligible. Then it becomes necessary to hospitalize them or provide
medical services that we could otherwise avoid had they had some
kind of continued support service system available to them.

Senator DOLE. Thank you.
Senator TALMADGE. Any questions, Senator Chafee?
Senator CHAFEE. One quick question. I do not think you mean to

leave the impression-did you-that the proprietary nursing homes
were bad? You were indicating you had had scandals in maybe one
quarter of the nursing homes and had no problems in the nonprofit
nursing homes. At the same time, I assume that many of the
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proprietary nursing homes are very good nursing homes, not only
in care, but in efficient management.

Mr. APPLETON. Certainly there are many dedicated, capable
people in the proprietary sector. There is a different industry now
than there was 3 years ago.

What happened, the bad apples jumped in once they saw they
were going to get a free ride from the Government. That is the
bottom line.

Senator TALMADGE. Thank you very much, Mr. Appleton. We
appreciate your appearance.

[The prepared statement of Mr. Hynes follows:]

STATEMENT OF CHARLES J. HYNES, DEPUTY ATTORNEY GENERAL, STATE OF NEW
I ORK

Mr. Chairman, members of the committee, I am Charles J. Hynes, New York
State Deputy Attorney General for Medicaid Fraud Control. I also serve as Presi-
dent of the National Association of Medicaid Fraud Control Units. I want to open by
commending your committee's continuing efforts to combat Medicaid fraud and
reform health care. Senator Talmadge, your leadership in this area has been of
major assistance to my office, and we are most grateful. I'm very pleased to appear
before you today.

Home care has been defined by the home Care Association of New York State as
follows:

Home care is the provision of in-home health and related support services to
individuals and their families so that those who are ill, frail, vulnerable, disabled or
incapacitated may achieve and sustain an optimum level of health, activity and
independence in their place of residence.

This definition suggests a unit), of concept and approach that does not exist in the
actual administration of home care. In the real world, we have home health funded
by Medicare under Title XVIII of the Social Security Act, which is largely limited to
skilled care for patients at home. Personal care services, medically oriented tasks to
accommodate long term maintenance or supportive care, are funded out of Title
XIX, Medicaid. Finally, Title XX pays for home-based social services including
homemaker, home health aide, home management, personal care and consumer
education.

Home care should be one of the most important elements of our health and social
services system. Tragically, it has been the most neglected. I hope this hearing will
lead to a long overdue reorientation in our health care thinking, towards a new
emphasis on home care, and particularly we would hope, towards informal, individ-
ualized community based health care.

Since 1975, my office has conducted the largest single investigation of white collar
crime in the country. Starting with nursing homes, our mandate has been expanded
to encompass criminal and civil-factfinding jurisdiction over the entire health care
system in New York State. I also act as Special Prosecutor in New York State for
the investigation of adult homes, New York's equivalent of boarding house facilities.

To date our investigation has resulted in over 150 indictments. We have recovered
nearly $10 million dollars of public funds. We have identified over $60 million in
overstated Medicaid cost claims. These findings, I am confident, will eventually,
through our civil recovery program, yield additional of millions of dollars in returns
for New York State.

We have developed a pioneering patient abuse program and played a substantial
role in overhauling New York's patient care code. Our factfinding work in adult
homes led to a major legislative reform of the industry. We have also identified
needed reforms in state administrative practices; the handling of patient personal
funds; and, the State's criminal laws and procedures.

In the nursing home industry, we have largely eliminated the fraudulent billing
of personal expenses to Medicaid, and the frauds practiced by providers and ven-
dors. In addition, we have largely put an end to the mistreatment of nursing home
patients.

I am proud to say that our work was the model your Committee used in 1977 for
the Medicaid Fraud Control Unit Program. This program was a critical first step
towards establishing the principle that meaningful enforcement mechanisms must
be built into government spending programs.
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It is becoming increasingly clear that we must deal with more than individual
wrongdoers. If we are to end the scandals that now seem to be the almost inevitable
accompaniment of trying to translate our good intentions into reality, then we must
attack the underlying causes of fraud, abuse and waste. We must cease to tolerate
the poorly thought out program designs, the bureaucratic mismanagement, and the
absence of any independent monitoring and enforcement of program performance.
As long as these manifestations of our country's irresponsibility about public funds
persist, fraud, abuse and waste will continue to plague us, continue to deprive our
poor, sick and elderly of the services we wish to provide them.

I think the attitudes in this country are beginning to change. I think we are all
beginning to realize that if we are to achieve our social goals our government
programs must be tightly organized, prudently managed and continually monitored
for any misuse of public funds.

These concepts are particularly important in home care. The full development of
home care is yet to come. As we build this new service, a desperately needed service
in my opinion, we should learn from the mistakes of the past. Unless we do, this
vitally needed idea will provide yet another unnecessary victim for the unholy
trinity of fraud, abuse and waste.

Home health has the promise to end the unnecessary institutionalization of
patients and build a community orientated system of care based on service to the
individuals in their own homes. More than that, it could become a major element in
an overall strategy of preventive health care. It is a concept which should be basic
to our society. But so far, it is only a promise.

Numerous critiques, studies, comments and Congressional hearings have docu-
mented beyond serious challenge the myriad structural problems with present home
care programs. Home care is underfunded and over-bureaucratized. It has no orga-
nized system of patient entry, a lack of coordination with other health care levels
and social service programs, and too many compartmentalized funding sources.
Conflicting eligibility criteria combine with fragmented services to make it virtually
impossible for the individual to piece together a total care package. Indeed, the-
often squeeze individuals entirely out of the home care system.

There has been, little, if any effective program monitoring, a lack of adequate or
available services, unnecessarily rigid patient eligibility criteria, an overemphasis
on home care as a money saving alternative to use of health facilities, a lack of
emphasis on the preventive aspect of home care, a complete absence of uniform
program and professional standards, a vague and undefined role for family and
community members, and on a more theoretical level, a split between medical and
social service models.

It should therefore be no surprise that fraud, abuse and waste are now surfacing
in home care programs in a number of states,

So far the ideal of home care has survived, and in the face of great odds, a
beginning has been made on meeting the need for home care services. That we have
come as far as we have is a tribute to a handful of dedicated activists, such as we
have been fortunate to have in New York State. Happily, we are at last beginning
to heed what they have been trying to tell us: home care is a better and more
humane way to help people.

But we will cruelly dash their hopes unless we couple the expansion of home care
with a major overhaul in the way we deliver and monitor home care services.

I urge this Committee to recall the experience of the early 197 0 's in nursing
homes. Then a push to expand the industry, a poorly thought out bureaucratic
system, and a lack of effective monitoring led to massive amounts of fraud, abuse
and waste. Home health is far too important a concept to risk repeating that
history.

Good ideas are not self-executing And the fact that we have a superb idea in
home care should not blind us to the fact that the present home care system, or
non-system to be more accurate, is no way to implement it

At the heart of the problem is the fragmentation of home care between Titles
XVIII. XIX and XX, each with different goals, philosophy and administration. No
matter how many specific improvements we make in the administration of those
systems, no matter how many paper plans we devise for better coordination, as long
as we pay for and manage home care out of three separate pots, we will never have
an efficient home care system Quite apart from the program and management
implications of such a system, it will be close to impossible to monitor such a system
efficiently

From an enforcement viewpoint, home care is a bureaucratic shell game As a
State Medcaid Fraud Control Unit. we can only look at Title XIX programs. Title
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XVIII we can review only indirectly through HEW, Over Title XX, we have no
authority at all

What will happen is obvious. A provider will push his costs around among three
programs where they will be most profitably reimbursed, and where they will
receive the least scrutiny. What this will do to program integrity is also obvious

The answer to these problems, the key to building a good, cost effective home care
system is, in my opinion, to redesign the program so we have a unified administra-
tive concept that reflects our program goals. Home care combines both medical and
social service elements, but incredibly, we now oppose those two services instead of
merging them into a unified approach to care. Though home care is partially
preventative/supportive, and partially remedial, we insist on treating it as either
one or the other. Though home care should be a keystone of a national health care
system, we insist on shunting it into the role of an alternative to
institutionalization, when, most appropriately, institutionalization should be the
"only if necessary" alternative to home care.

It is time to recognize that in home care we have a new kind of service. In home
care we can translate our rhetoric about preventive medicine into action. We can
make our ideal of individualized community based care a reality once again. We can
restore the family to its rightful therapeutic role.

I do not quarrel with the intent of the many proposals for improving home care
now before this Congress. But I do not believe they go far enough towards providing
the basic change in philosophy or organization that we need to provide an efficient
system of home care, and to insulate the delivery of home care services from fraud,
abuse and waste.

I propose the establishment of a new service program to be Title XXI of the Social
Security Act, Home Care and Family Support services. This new Title XXI should
take the medical and social services now variously provided under Titles XVIII, XIX
and XX and integrate them into one independent unified service program that
would provide the home health care and support services families need to maintain
an aged, sick or frail person in a home environrrent. This program would have a
unified funding stream and a single system of sFrvice eligibility. Provision of Home
Care under Titles XVIII, XIX and XX should be phased out in favor of the new Title
XXI system.

The Title XXI program envisions a centralized Home and Family Service Unit for
each appropriate local geographic area. These agencies would manage patient
intake for their entire area, would provide each patient with an individual service
assessment, would arrange for the necessary services, would manage and coordinate
all funding, and would monitor service delivery. Around this unified administrative
center, service delivery would be decentralized using a variety of existing and new
local programs and providers, such as individual family members, community orga-
nizations, and where appropriate, medical facilities. With a Title XXI approach, we
can build home care into a service readily available to all who need it, providing
individuals and families with the supports services necessary to help their loved
ones in their own homes and communities. Finally, the Title XXI approach with its
unified organization, structure and philosophy will enable us to easily monitor and
review on an ongoing basis the quality and cost of home care services.

Mr. Chairman, whatever the initial cost, I am confident that over time the
replacement of our present non-system by this Title XXI program, with its organiz-
ing of home care with an emphasis on preventive services, will be profoundly cost-
effective

I realize the pressures on this Congress for cost containment. That is a necessarily
cautious sentiment about innovation. But what looks less costly now, we may pay
for in the future. This is an issue on which a long view would be of partir :lar
importance to this country.

Mr. Chairman. before I close I would like to make one immediate point about the
problems Medicaid Fraud Control Units face, as they struggle to monitor the health
system and home health programs effectively. Of the three programs that pay for
Home Health Care, we only have a mandate to deal with Title XIX. As I previously
described, the providers can lead us a merry chase through these programs. We are
like the posse in the old Western movies, we have to stop when the bad guys reach
the border.

This is not only a problem for us in home health. It is a growing problem in other
areas. Most Federal programs overlap with other Federal, State or local funding
programs. Providers ana recipients often deal with a number of programs. They are
increasingly learning to use those programs intersections to their advantage.



77

We have also seen this in our adult homesboarding honie: inve.tivation. ,ie
we have had to work around a limited jurisdiction over the S8I pah ment- that ao
the actual funding support of such facilitie.,

Increasingly. I feel we must consider a concept of cros,,-audit and inveIt cit in [
think this Committee and this Congress ha.- to consider amending the MediLcaId
Fraud Unit Program to permit the fraud units to undertake. perhaps on a State
option basis, cross-audit and investigation of funding programs other than Medicaid.
when they have an important relation to health care or Medicald funded s-ervlces
The profiteers we are dealing with are not constrained by the e distinctins ionheen
programs. nor is the misery of the people they exploit.

Mr. Chairman, I think the average person, hearing the term home care. envisions
a system of informal supports for themselves and family members. so that they
could go on functioning in the community. I don't think it would add to the public'.
faith in government if they saw the bureaucratic mish-mash home care is in reality
I think the fact we have any meaningful home care at all in this country is a
tribute to the dedication of the individuals involved with such programs and their
sensitivity and concern for people. But home care advocates should not have to fight
the government to obtain for people the services they need. Government should be
helping to support our sick and elderly through a simple and unified system of
home care, and through the provision of enough monitoring and enforcement to
insure that home care services go to help patients and not subsidize profiteers, To
create such a system would be the largest step yet taken towards that oft pro-
claimed but seldom realized goal of preventive health care.

Senator TALMADGE. The next witness is Grace M. Braden, execu-
tive director, Visiting Nurse Association of Orange County: presi-
dent, California Association for Health Services at Home; member,
Board of Directors of National Association of Home Health Agen-
cies.

Ms. Braden, you may insert your full statement in the record
and summarize in not more than 6 minutes.

STATEMENT OF GRACE M. BRAi)EN. EXECUTIVE I)IRECTOR.
VISITING NURSE %SSO('IATION. ORANGE COUNTY; PRESI.
I)ENT. CAIAFORNIA ASSOCIATION FOR IEALTHI SERVICES AT
IIOME; MEMiBER. BOARD OF I)IRECTORS. NATIONAL ASSO('I-
ATION OF 11O)ME HEALTH AGENCIES
Ms. BRADEN. Thank you, Senator.
I am very happy to be able to talk to you this afternoon. I feel a

great deal better after hearing the testimony this morning and
listening to you gentlemen this afternoon than I did when I pre-
pared my testimony. I was feeling pretty depressed about home
care and some of the things developing.

The fraud and abuse we hear about today is a cop-out, a real, flat-
out cop-out. We have had people in California who have been heard
by the Senate, by the House, whatever, and indicted for fraud and
abuse. They are still operating. Nothing has happened to them.

They are consultants, if they are nothing else, to home health in
other areas in the State.

I have pointed out-I have been executive director for 18 years, 5
of those years before medicare and 13 with medicare. I have grown
up with the program. I have an understandable bias. I am some-
what annoyed when I hear home care referred to as an alternative
to institutionalization. I consider my home my normal environment
and any removal from my home is an alternative to that normal
environment.

I have taken a tack today in preparing my testimony where I
point out-Senator Talmadge, you have said in your remarks
before this hearing, that you wanted to see home care expanded

48-611 0 - 79 - 6
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and improved. I think it is a very important point of our health
care continuum.

Are you aware that the nonprofit community-based agency is
discriminated against, that we have no opportunity in the cost
reimbursement method currently in effect to grow at all, other
than to utilize what cash reserves we might have, what inheri-
tances we might be fortunate enough to receive to fund such a
thing.

The Health Care Financing Administration has blasted to the
skies this idea that we are going to have $724 million expended
this year as compared to $298 million in 1976. During that same
fiscal period, my agency changed from 36,000 visits to, we extrapo-
late, over 80,000 visits for 1979 and that is in excess of 100 percent
increase.

We have also increased the number of patients we are seeing,
but we have decreased the units, the average units of patients to
each one of those from 13 plus to 11 plus.

Our patients are changing in character. They are no longer
chronically ill patients. These patients are acutely ill, discharged
much more rapidly from acute hospitals today. We had to have
some kind of 24-hour service to accommodate the needs of this
patient.

I think if they put in the cost savings that accrues to the pro-
gram as a result of the lower hospital costs, you will find it will not
cost medicare more. Home care is saving money.

I would like for you to really give some thought to some way that
we can put in, put back to 2 percent, perhaps, for nonprofit agen-
cies. Forget the bad guy nonprofit. Those people surely we can
control.

There has to be some growth, some incentive for a nonprofit
agency to exist, continue to exist, or we will see them go out of
existence.

I have been talking to my Board quite seriously about this. It is
discriminatory that you reimburse the proprietary agency on capi-
tal equity and you do not give anything to a nonprofit agency. We
have no way to even replace our capital equipment.

I have found this unfair and inequitable and, I think, uninten-
tional. Surely a method can be developed that would be more
evenhanded.

I think that some of the cost reimbursement methods are diamet-
rically opposed, and I am thinking of the 223 caps that were loudly
touted as being helpful. And you can read the testimony. I find it
ludicrous that they would go through a great array of costs
throughout the Nation and arrive at an average cost, and then
reduce that cost by $2 for each service, and then further reduce it
another $4. At any rate, they have just reduced it. My agency can
live within these cost caps. It is the concept. There is no control
over what is happening to my agency today. The workers compen-
sation in California for this particular classification, increased the
premium by 25 percent this year and will increase it another 25
percent next year.

Senator TALMADGE. I hate to call time on you, Ms. Braden, but
we have a number of witnesses to hear.
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Ms. BRADEN. I hope you will look at the proof of eligibility, the
memorandum I have attached.

Senator TALMADGE. I read your statement in full while you testi-
fied.

Ms. BRADEN. I think it is too bad, dealing with this type of thing.
Senator TALMADGE. Any questions'?
Senator DOLE. Just briefly. You indicated earlier on that it was a

cop-out, that people were still operating. Has there been rigid
enforcement of that in California?

Ms. BRADEN. I do not know. We have always had licensing. I
suppose they could pick up the license. I think they did pick up the
license for these two particular operators.

There has not been that grave a concern on the part of the
Health Department that does the licensing. I think it generally has
been left to the Federal Government to ferret out these people.

There has been, on the part of the State association a great deal
of activity and some reporting of instances that appear to consti-
tute fraud and abuse.

Senator DOLE. It might be an area that Governor Brown may
want to address next time he is there.

Ms. BRADEN. If there is any other question I can answer, I would
be glad to address it in writing.

Senator TALMADGE. Thank you very much for your contribution,
Ms. Braden.

[The prepared statement of Ms. Braden follows:]

STATEMENT OF GRACE M. BRADEN

I am Grace M. Braden, the Executive Director of the Visiting Nurse Association
of Orange County in Southern California. I have been at this post for 18 years-13
years with medicare and 5 years preceeding the program. I am also the president of
the California Association for Health Services at Home and serve on the board of
directors of the national Association of Home Health Agencies. I hope you will
agree that my experience enables me to speak with some authority. Both the State
and national associations are pleased to have you address your interest to home
care and look forward to many positive and innovative developments.

As you evaluate the advantages and shortcomings of the existing home health
programs please consider the "significant growth in the cost of home health
services. Figures have bgeen announced that project $724 million expenditure for
1979 as compared to $298 million in 1976. The VNA of Orange County made 36,373
visits to 2,690 patients in 1976. Based upon service through April, we estimate that
we will make very close to 80,000 vitits to about 7,000 patients in 1979. This means
we will have well over a 100 percent increase in service for the period while
reducing the average number of visits/patient from 13 plus to 11 plus. Our current
patient profile indicates that patients are being discharged from the hospitals much
sooner with more acute needs. A year ago we began providing our services 24 hours
a day, 7 days a week to accomodate this seriously ill patient. Shouldn't there be
some offset to the increased (?) cost when you factor in the savings that should inure
to the program as a result of reduced hospital costs?

Could you also consider the dilemma of the community sponsored nonprofit
agencies? We are reimbursed on a cost basis * ' and an historical cost basis at
that * * ' for services. This will not permit expansion beyond the agency's cash
reserves and ability to fund such expansion. In fact we will eventually be faced with
the necessity to diminish service in order to remain solvent. This is not the case
with proprietary agencies. They are given a return on equity capital that amounted
to 13.3 percent by the most recent computation. iSee Reg. 405.429, HIM-I!

This is discriminatory, inequitable and grossly unfair.
Surely a method to deal more even-handedly can be developed before we begin to

see the demise of the VNA's and lie organizations.
Some reimbursement issues currently being considered are diametrically opposed

to your interest in improving and expanding home health care services. The pro-
posed 223 caps are a case in point. Please do not misunderstand. I am not opposed to
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cost containment. On the contrary-I believe most home health agency administra-
tors agree that there must be a serious movement to contain costs and many of' us
resent the astronomical fees put forth by a few isolated agencies, but surely the
machinery is in place to control such abuses. As the recent Report to Congress on
Home Services pointed out, on page 27; "although there is widespread dissatisfac-
tion with reasonable cost reimbursement of home health agencies, there is very
little analysis, either theoretical or empirical, which would permit a recommenda-
tion at this time for a substantially different reimbursement policy." Nevertheless,
tHCFA has proposed a radically different method of reimbursement. some attempt at
a statistically valid method of cost determination was made. but after this laborious
study, it is my understanding the, first, an arbitrary $2. was chopped from the
proposed cap for each category of service-and then. in total abandonment of' all
validity, another $4. was slashed from each category of service. How does such a
methodology-or lack of methodology- relate to "reasonable cost"? And how can we
pretend that there is a national average cost of anything-especially salaries! If the
intent is to curtail service it will certainly work! This verges on an abusive practice.

In fact, it would appear to me that the fraud and abuse by some home health
agencies that is so frequently cited as the reason for all manner of unreasonable
behaviour on the part of various levels in HCFA is not always engendered by the
"bad-guy" home health agency. Sometimes the home health agency is victimized.
Irrational approaches to reimbursement is ore method. A more flagrant-and I
think scandalous abuse of providers of medicaid (Medi-Cal) services in California has
recently come to my attention and I think is worthy of yours in your deliberation.
In a Memorandum to Members of Subcommittee 1, committee on Ways and Means,
Assembly, California Legislature, (copy attached and made part of this testimony.
Subject: hearing, Items 262 (Medi-Cal Fiscal Intermediary Services, and Item 265
IMedi-Cal Other Provider Rate Increasest. May I quote from pages 4 and 5 of this
memorandum?

3. Proof of Eligibility Labels.-A major change order is currently in process with
respect to proof of eligibility labels, the so-called "sticky labels." Under the current
system for processing claims, a claim for services must be accompanied by a proof of
eligibility label in order to establish the validity of the claim. Claims are not paid
unless the labels are attached. The contract between the State and the new contrac-
tor is based upon the elimination of this feature of the program. Specifically, claims
submitted for out-patient medical services by physicians which do not have sticky
labels could be verified by utilizing an on-line eligibility system. Thus, legitimate
claims which currently are not paid would be honored under the new system. The
Department is currently proposing to amend this feature of the contract and instead
retain the current "sticky label" system. This decision is based upon purely fiscal
reasons. It has been estimated that approximately $34 million worth of claims are
currently submitted to Medi-Cal annually which are denied because of failure to
comply with the sticky label requirement. Additionally, it has been estimated that
fare more claims could be submitted, but are not, because patients do not have the
necessary sticky labels and providers recognized that submission of the claim would
be an exercise in futility. The upper range of estimates for tne total cost of imple-
menting the new system to permii all legitimate claims to be honored is approxi-
mately $150 million annually (State and Federal Funds).

It is disheartening to attempt to continue providing service in good faith in such a
climate. Wouldn't you agree that such a clumsy method to avoid payment of
legitimate claims amounts to fraad and abuse against the providers?'? The Schedue
of Maximum Allowances in California is punitive enough. Why should a state be
permitted to "free-load" at the expense of a community agency? In my own agency
we are approaching the time when we must consider if we can continue seeing the
Medi-Cal eligible client. The United Way in our county feels strongly that the
charitable dollar should not be used to underwrite as supposedly tax supported,
government imposed program. Believe me, the members of Cahsah all look forward
to the time when title 18, 19 and 20 will all be consolidated and federally super-
vised. Perhaps this will provide a more equitable administrative program. Certainly
it would eliminate some of the duplicative administrative costs. It would surely go
far toward eliminating some of the chaotic fragmentation of services as we move
patients from program to program.

There are many other areas of concern that have been expressed by members of
the State association, but I recognize the time constraints you are under. Perhaps
we will be permitted to provide written materials to you a little later. I am very
grateful for this opportunity to appear before you and I hope you will call upon me
at any time that I might be of assistance to you. Thank you.



81

CALIFORNIA LEGISLATURE,
COMMIrEE ON WAYS AND MEANS,

April 16, 1979.
Memorandum to: Members of Subcommittee No. 1.
From: Bill Abalona.
Subject: Hearing, items 262 (Medi-Cal Fiscal Intermediary Services), and Item 265

(Medi-Cal other provider rate increases).

Item 262-Fiscal intermediary services
The Governor's Budget proposes approximately $23.5 million for the processing of

medical claims and approximately $1.5 million for the processing of dental claims
for various fiscal intermediaries under Medi-Cal. The proposed budget for processing
medical claims reflects the results of a recent competitive bid process. Consequently,
the budget contains $15.5 million for Blue Cross/Blue Shield, the current fiscal
intermediary, and approximately $8 million for Computer Sciences Corporation, the
bid winner.

The recently completed Medi-Cal competitive procurement project lead to a 51/2
year contract with Computer Sciences Corporation to perform fiscal intermediary
for the State for the processing of medical claims under the Medi-Cal program. The
amount of the contract for this 51/ year period, $129.6 million, makes it one of the
largest contracts ever awarded to a private corporation by California or any other
State.

Under the provisions of the new contract, the State will assume many functions
previously performed by the contractor. These include the actual writing of checks,
which will be performed by the State Controller; recovery of funds from casualty
insurers; certification of providers; on-sight review of medical judgments made by
the fiscal intermediary; and surveillance of program abuse by non-institutional
providers. All of the latter functions will be performed by the Department of Health
Services. The actual processing of provider claims by the new fiscal intermediary, as
well as functions by the Department of Health Services and the Controller, are to be
phased in over a period of time. Under the current timetable, CSC will begin
processing pharmacy claims in March 1979, followed by skilled nursing and inter-
mediate care facilities in June 1979, and then hospitals in September 1979.

If all goes well, the competitive procurement project just completed will undoubta-
bly save the State substantial money for fiscal intermediary services. Additionally,
in the view of staff, the Department has put forth a good effort in completing the
procurement phase of the project. However, it is critically important that the
operational phase of the project work properly. If the new contractor and the State
are not able to process claims effectively, so that timely and appropriate reimburse-
ment is made to providers, the entire program could easily disintegrate. There is no
"fail safe" system to back-up the new contractor in the event that unanticipated
difficulties arise.

Staff has request the Department to make a very brief presentation to the
Subcommittee on the status of the Department's plan to phase in the new contrac-
tor. Additionally, there are several specific issues of current concern:

1. Departmental preparedness. -The most important overall issue concerns the
Department's ability to perform as anticipated under the contract. During budget
hearings last year, the Subcommittee requested assurances from the Secretary for
Health and Welfare that the Medi-Cal procurement team would not be disrupted by
personnel and leadership changes as a result of the reorganization then occurring
within the Agency. The Secretary provided such assurances in writing. Although
the reorganization did not affect this unit, as the Secretary promised, shortly after
the bid was awarded, several key personnel changes occurred. The project director
left the State to accept a job with one of the unsuccessful bidders, and another key
person accepted a job with the new contractor. Other personnel changes have also
occurred. Because the contract specifications are highly technical, the transitional
phase which is now occurring is especially important. The Department must not
only gear up to assume a number of new functions, but also monitor the ability of
the new contractor to assume basic claims processing functions. Any delay is likely
to be expensive, since it would extend the period of time in which two contractors
were involved, as well as creating serious management problems.

2. Change orders.-A fundamental premise of the new contract is that the contrac-
tor is at risk to perform his responsibilities within the amount agreed upon. Howev-
er, there are provisions permitting both technical and fundamental changes to be
made to the basic agreement, which could result in additional costs. Any change
order which has a fiscal impact of greater than $50,000 must, under the terms of the
contract be approved by both the Departments of Finance and General Services. A
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latent danger is that the basic agreement could be fundamentally rewritten by a
series of change orders, which could result in substantial additional costs to the
State. The State is in an inherently poor bargaining position, since it must rely
totally on the contractor to keep this program operating.

The present contractor has suggested that the Legislature may wish to require,
through budget language, 30 day notification prior to the adoption of any change
order with a fiscal impact of greater than $50,000. It is anticipated that this
proposal will be discussed during the hearing.

3. Proof of eligibility Iabels.-A major change order is currently in process with
respect to proof of eligibility labels, the so-called "sticky labels." Under the current
system for processing claims, a claim for services must be accompanied by a proof of
eligibility label in order to establish the validity of the claim. Claims are not paid
unless the labels are attached.

The contract between the State and the new contractor is based upon the elimina-
tion of this feature of the program. Specifically, claims submitted for out-patient
medical services by physicians which do not have sticky labels could be verified by
utilizing an on-line eligibility system. Thus, legitimate claims which currently are
not paid would be honored under the new system.

The Department is currently proposing to amend this feature of the contract and
instead retain the current "sticky label" system. This decision is based upon purely
fiscal reasons. It has been estimated that approximately $34 million worth of claims
are currently submitted to Medi-Cal annually which are denied because of failure to
comply with the sticky label requirement. Additionally, it has been estimated that
far more claims could be submitted, but are not, because patients do not have the
necessary sticky labels and providers recognize that submission of the claim would
be an exercise in futility. The upper range of estimates for the total cost of imple-
menting the new system to permit all legitimate claims to be honored is approxi-
mately $150 million annually (State and Federal FundsL.

Additionally, AB 297 (Young) is currently pending in the Ways and Means Com-
mittee, and would require the Department to implement the new on-line eligibility
system to back-up the "sticky labels." This legislation is sponsored by the California
Hospital Associations.

It should be noted that there are some exceptions to the sticky label requirement
currently in effect. Facilities contracting with counties for the care of indigents, as
well as county hospitals themselves, may obtain replacement documentation where
an eligible patient does not have proof of eligibility labels. AB 297 would extend this
privilege to all providers, in addition to those currently affected.

Item 265-Provider rate increase
The Governor's Budget proposes approximately $61.9 million for provider rate

increases under the Medi-Cal and other health services programs. Of this amount,
approximately $59.2 million is for the Medi-Cal program, which, when matched with
Federal Funds, would amount to an increase of approximately $106.5 million in
total spending. This represents an overall increase of approximately 6 percent.

When the Governor's Budget was published, no allocation of these funds among
individual provider groups was proposed. On Friday, April 13th, the Department of
Health Services submitted a memorandum indicating how these funds would be
distributed by the Department if no limitations or specific obligations were imposed
by the Legislature. Basically, the Department's proposal would give some providers
a 6 percent cost-of-living increase, other providers a much larger increase, and some
providers no increase whatsoever. The precise distribution is described in the De-
partment's proposal which is attached to this memorandum. However, these recom-
mendations are premised on the idea that certain provider groups are more severely
under reimbursed by the Medi-Cal program than others, and it is more important to
raise a reimbursement levels for these groups than to provide a cost-of-living in-
crease for providers whose reimbursement is relatively high.

In a general sense, the provider rate increase item is illustrative of the general
dilemma of the Medi-Cal program. All provider rates under this program are subject
to budgetary and administrative limitation with the exception of hospitals. By
Federal law, hospitals must be paid their actual reasonable costs or charges, which-
ever is lower, subject only to certain overall limitations. All other providers are
subject to administrative limitations on their reimbursement, and most are paid
under a schedule of maximum allowances. Since the Sta,.e has little control over
caseload and utilization increase, one of the few budgetary constraints which may
be placed upon the program is by restricting provider reimbursement. As a conse-
quence, over the past several years reimbursement for most providers has eroded to
slightly more than half of actual reasonable or customary charges. Although little
actual information is available which relates provider participation and quality of
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care to provider reimbursement rates, it is known that providers generally are
increasingly reluctant to care for Medi-Cal patients, and that most Medi-Cal recipi-
ents are cared for by relatively few providers.

Neither the executive branch nor the Legislative Branch of State government
have ever established clear policies regarding the level of provider reimbursement
under Medi-Cal which is appropriate. To bring all providers up to a level of reim-
bursement approximating reasonable actual costs or charges could easily cost both
the State and the Federal Government an half billion dollars annually. An amount
less than this which could be paid and still provide patients with reasonable access
to most providers is unknown, because of data limitations. It seems clear, however,
that at this point that some fundamental reform must be made to either the method
of financing care under Medi-Cal, or else the basic design of the program.

As of this writing (Sunday, April 15), nine provider groups have requested permis-
sion to testify regarding the provider rate increase item. Because it is currently
unknown to staff what will be proposed, this memorandum does not attempt an
analysis of each provider group's reimbursement level. However, briefly set forth
below, are the results of four studies completed recently by the rate development
unit within the Department of Health Services. Additionally, nursing home reim-
bursement is also discussed briefly.

1. Physical/occupational therapy.-A rate study published February, 1978, recom-
mended increases averaging 69.7 percent in reimbursement for physical and occupa-
tional therapy. So far, these increases have not been granted.

2. Physician reimbursement.-In a report dated January, 1979, the Department
made the following findings regarding physician reimbursement under MediCal:
although the CPI has increased by approximately 76 percent since 1969, Medi-Cal
physician rates have increased only by an average of 22.5 percent during the same
period; physician reimbursement levels for Medicare are, on the average, from 33
percent to 60 percent higher than Medi-Cal; physician charges to Medi-Cal generally
range from 60 to 100 plus percent greater than Medi-Cal maximums; the Depart-
ment has still not adopted the 1974 relative value studies as a basis for reimburse-
ment; in 1977, 41 percent of all out-patient and physician primary care was ren-
dered by 3 percent of all providers.

3. Speech pathology and audiology.-In a draft report completed in July of 1978,
the Department indicated that rates for speech and hearing services be increased by
an overall average of :35.2 percent to cover the medium costs of providing these
services. These increases have not been implemented.

4. Hospital out-patient sercices.-In a report issued in May 1977, the Department
proposed that various reimbursement rates for the use of hospital out-patient facili-
ties be increased, some slightly and some more than 100 percent. Additionally, this
report recommended that the reimbursement for county hospitals and other facili-
ties which may legally employ physicians be made equal to out-patient reimburse-
ment allowed for other hospitals. Last year, the Legislature appropriated $25 mil-
lion to increase hospital out-patient reimbursement for county hospitals and county
contract hospitals and also to establish uniform reimbursement for facilities which
employ physicians. $3 million was also provided for free and community clinics. The
Governor vetoed $8.3 million of this augmentation, which related to increasing
reimbursement for county and county contract hospitals. In his veto message, the
Governor indicated that he was instructing the Director of Health Services to.* *.develop the means of reimbursing clinics on a cost related basis that will
restrain the rate of cost increase and be consistent with Federal legislation." Staff
has no knowledge of any response by the Department to this budget veto language.

Nursing home reimbursement.-This issue is of special concern to the Legislature
this year because the Department currently has no accepted State plan for nursing
home reimbursement. An acceptable State plan which is "reasonably cost related"
is a requirement of Public Law 93-603.

Although the Department of HEW has rejected an earlier proposal by the Depart-
ment of Health Sei-,ices for an acceptable method of reimbursing nursing homes,
the Federal Gverrn: ient and the State appear to fairly close to an agreement at
this time. However, the nursing home industry has objected to several features of
the Department's proposal.

Currently, nursing home and intermediate care facilities are reimbursed accord-
ing to a schedule of maximum allowances. The SMA is set at the median of actual
costs incurred by all nursing homes throughout the State, based upon a survey
periodically performed by the Department. Under the Department's latest proposal
for amending the State plan, the State will be divided into four regions for purposes
of reimbursement, and there will be two bed size groupings of facilities instead of
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three. Reimbursement will continue to be at the median of actual costs in each of
the four areas.

The industry has recommended two areas instead of four, the continuation of
three bed size groupings, and reimbursement at the mean cost level (or 60-second
percentile) instead of the 50th percentile. It is estimated that the industry's proposal
is approximately $60 million more expensive than the State's proposal in total
annual costs.

STATE OF CALIFORNIA,
DEPARTMENT OF HEALTH SERVICES,

April 12, 1979.
Memorandum to: William Abalona, Consultant Ways & Means, State Capitol, Room

3091.
From: Office of the Director.
Subject: Proposed Medi-Cal rate increases, fiscal year 1979-80.

Attached is a copy of the Department of Health Services proposal for rate in-
creases for Medi-Cal providers in fiscal year 1979-80, item 265 of the Budget Act of
1979.

BEVERLEE A. MYERS, Director.
Attachment.

PROPOSED RATE INCREASES FISCAL YEAR 1979-80

The Governor's budget for fiscal year 1979-80 contains $59,186,400 (representing a
program total of $106,452,100) for Medi-Cal provider rate increases. This represents
a six percent average rate increase across all providers.

It is proposed that differential rate increases should be granted based on program
priorities. Under this proposal, proportionately higher rate increases would be
adopted for those services which are in short supply but are highly needed, and/or
for which reimbursement levels are especially low. In order to stay within available
funds, and yet distribute these funds as equitably as possible, consistent with listed
priorities, proposed rate increases were basically determined by proportionately
allocating the increases in relation to the findings of cost studies and other availa-
ble data. Although this approach does not ensure that all reimbursement needs will
be met, it does provide a means for channeling limited rate increase funds to the
most crucial priority requirements. It has been estimated that in excess of $500
million for rate increases would be necessary to meet all requirements if no fiscal
limitations were imposed. Of the funds available for rate increases, $2,681,768
general fund ($4,781,908 program) has been left unallocated as a contingency. The
Actual rates for SNF/ICF and Prepaid health Plans will depend upon the outcome
of cost studies and other factors. If the amounts included for SNF/ICF and PHP
rate increases and the unallocated funds are insufficient to meet the needs of these
providers, the proposed rates for other providers would have to be adjusted accord-
ingly. If the unallocated funds are not necessary to meet these requirements they
will be apprortioned among the other providers receiving increases. The following
criteria were used to determine the priority list of providers selected for rate
increases:

1. Promote essential ambulatory outpatient primary care, and effective alterna-
tives to hospital or other inpatient care.

2. Promote Medi-Cal participation in organized comprehensive health care sys-
tems.

3. There is a substantial, demonstrable need for a rate increase to ensure contin-
ued or increased participation in the Medi-Cal program, considering current partici-
pation levels relative to need.

4. Need requirements of law, regulation, or contract.

PROVIDERS PROPOSED FOR RATE INCREASES 1979-80

PHYSICIAN SERVICES

Maternity care-J5. 7 percent increase
The Department has experienced considerable difficulties in securing adequate

total obstetrical care services The current reimbursement maximum for this service
ranges from one-third to one-half of current charges. While the proposed rate
increase may not appreciably increase the number of physicians willing to provide
these services, it should substantially mitigate a further worsening of the participa-
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tion problem until alternative solutions (such as the OB. Access Project) can be
developed and fully implemented.

The average charge to Medi-Cal for total obstetrical services is in excess of $600.
This is undoubtedly a low-side average charge and not representative of OB. spe-
cialists because of their underpresentation as Medi-Cal providers. Most OB. special-
ists charge from $600 to $900 for total O.B. care. A 35.7 percent increase would
increase the maximum allowance for total O.B. services from $300 to $407.10 and
from $150 to $203.50 for a normal vaginal delivery.

Other primary care services-12.5 percent increase
In order to ensure at least current access levels to primary care physician services

an adjustment to current rates is necessary based on analyses of increases in
physician overhead costs, what other third party payors are reimbursing, and
charge data. A 12.5 percent increase would substantially reduce the disparity be-
tween Medi-Cal maximums and Medicare allowances and charges.

The 12.5 percent increase would have the effect of moving the average allowance
for primary care from 63 percent of the average charge to 71 percent and from 66
percent to 74 percent of Medicare's average allowance. Physicians' average overhead
expenses have increased by nearly 90 percent since 1969, while Medi-Cal rates for
primary care have increased by 22.5 percent during the same period.
Therapies and rehabilitation centers-21.2 percent to 34.2 percent increase

Studies performed by the Department to determine the operating and service
costs of these providers show that current reimbursement levels are substantially
below delivery costs. The continuing and desired increased accessibility to therapy
services is crucial to many Medi-Cal recipients, who if denied access to these
services, may experience increased medical problems with a corresponding increase
in medical costs.

Durable medical equipment-1J. 7 percent increase
A large portion of the overhead costs borne by a DME dealer (primarily equip-

ment, materials and supplies) are largely beyond the dealer's immediate control.
The costs of many of these items have been increasing rapidly and current reim-
bursement rates are below acquisition costs for some products. If a rate increase to
cover these increased costs if not granted, the program may experience acute supply
difficulties with some crucial DME products. The 13.7 percent would not be distrib-
uted equally over all DME products, but would be distributed to products most
needing a rate increase (some items would receive no increases, while some would
receive large increases).

Free and community clinics -6 percent increase
Free and community clinics function as a material source of organized primary

care services, usually in low income and otherwise underserved areas A cost-of-
living increase would help keep them abreast of current cost trends until a method
of reimbursing them on an actual cost related basis can be developed and imple-
mented. On November 2, 1978, Free and Community Clinics were granted a 25
percent rate increase for primary care physicians. Since 1976 their rates have been
increased by 50 percent.

Currently F. & C. clinics are paid on the basis of $.86 per 1969 CRVS unit for
primary care services and $.80 per unit for other medicine procedures. A 6-percent
increase would increase these rates to $.91 and $.85 per unit, respectively. Current
charges from F & C clinics average $.94 per unit per clinic for primary care services.
A 6-percent cost-of-living increase for 1979-80 would help keep them abreast of
current cost trends and would put them close to what we believe would be an
optimum rate level pending the development of a cost related reimbursement
system.

Count) and community hospital outpatient departments-28.1 percent increase
Hospital outpatient departments continue to be an important source of primary

care services for many Medi-Cal patients, particularly in high density, low income
areas where access to other sources of primary care is restricted.

Information derived from study data indicates the current reimbursement levels
are not meeting the actual incurred costs of many hospitals. Testimony received at
a recent public hearing indicated some hospitals (particularly those serving a high
proportion of Medi-Cal patients) may be forced to curtail some services to Medi-Cal
recipients if some rate relief is not given. Within the funds available we are
recommending a 28.1 percent increase. Because of the varying mix of services
(including physicians) the 28.1 percent outpatient room rate increase and the pro-
posed increases to physician primary and maternity care would produce an average
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revenue increase of 20.3 percent for county and 12.3 percent for community hospital
outpatient departments.

Surgical clinics-28.1 percent increase
Outpatient surgical clinics provide a substantially less costly alternative to expen-

sive inpatient hospitalization. Although there are only a few outpatient surgical
clinics in operation in California (it is still a relatively new and expanding delivery
mode) they are undoubtedly saving the program the costs of inpatient stays in many
instances. A rate increase would help meet current operating costs and would focus
priorities on removing disincentives to providing less costly outpatient surgeries.

Medical transportation -A ni bulance 6 percent increase-Nonemergency 1J.7 percent
increase

Both emergency and non-emergency transportation industries have been affected
by rapid increases in the costs of petroleum and related products and increases in
licensing and certification standards for operating personnel. Non-emergency medi-
cal transportation, where available, provides a cost effective alternative to more
costly ambulance transportation. It is important that the Department remove, to
the extent possible, the disincentives to providing non-emergency transportation in
this small but growing industry in lieu of more expensive ambulance transportation.
Also, as non-emergency services expand, the patient mix of ambulance transporta-
tion shifts more to true emergency cases, thus increasing per unit operating costs
for emergency runs.

Child health and disability prevention-7.8 percent increase
Services provided under this program focus on the early detection and treatment

of diseases and disabilities in children. CHDP rates are currently based on Medi-Cal
maximum allowances plus an add-on for continuing care. Rate increases for physi-
cians and screening clinics providing these essential primary care services are
necessary to ensure current provider participation levels. It is proposed that the
physician office visit component be increased by the same amount as primary care
medicine (12.5 percent). This would increase expenditures by 7.8 percent due to the
mix of primary care and other procedures covered under the CHDP program.

Prepaid health plans-6 percent increase
PHP reimbursement rates are dependent upon the results of actuarial studies

required by law and regulation and will not be known until the studies are complet-
ed. A 6-percent increase has been included to encumber funds for this purpose.

Home health agencies-6 percent increase
Home Health Agencies provide services to individuals in their homes who might

otherwise become a costly inpatient. A rate increase to at least partially offset
increased operating costs would help ensure the availability of those services at
current levels.

Adult day care centers-6 percent increase
Adult Day Care Center rates are established based on a budget review process

subject to reasonable budget screening standards. It reasonably can be anticipated
that the Center's costs will have increased since the last budet review cycle in 1978.
Six percent has been included to set aside funds for this purpose.

Redwood Health Foundation-6 percent increase
The contract with the Redwood Health Foundation requires they reimburse pro-

viders at Medi-Cal rates. If a 6-percent overall increase is granted, appropriate
adjustments must be made. The precise adjustment will not be known until a full
analysis of their utilization experience and other cost factors has been made.

SNF and ICF- 6 percent increase
SNF/ICF rates will depend upon the results of current cost studies, decisions

regarding the State Plan Amendment, as well as court decisions. Six percent has
been included to encumber some funds.

Hearing aids-1J.4 percent increase
A recently completed cost study shows that Medi-Cal reimbursement falls short of

covering the average fee-for-service cost of dispensing hearing aids. Based on the
results of our study and with appropriate reductions to stay within available funds,
a 13.4 percent increase for hearing aids of proposed.
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PROVIDERS NOT PROPOSED FOR RATE INCREASES 1979-S0

Physician services other than primary care and maternity-No increase
We do not anticipate much further dimunition in surgical. anesthesia, radiology,

or pathology services if no increases is granted. Surgery, radiology and pathology.
services received a 91/z percent increase in 1976. Anesthesia services received a 65
percent increase in 1976. Pathology received another 6 percent in 1977. If no
increases are granted we believe the market place is such that we would still be
able to purchase a sufficient volume of non-primary services. In any event, a six
percent increase probably would not be sufficient to increase participation or reduce
complaints.
Clinical laboratories-No increase

Clinical laboratories received a 91/2 percent increase in 1976 and a 6 percent
increase in 1977. Information collected from our recent charge survey, as well as
information received from SURS and HEW indicates that for many procedures the
maximum allowances are too high.

Optometrists and eye appliances-No increase
In 1975-76, based on a cost study, optometric services received a 30% increase.

Increases of 6% were granted in 1976-77 and 1977-78. Eye appliances received a
16.8 percent rate adjustment in 1974-75; 30.3 percent in 1975-76; and 6 percent in
1976-77 and 1977-78. We are just beginning a rate study of these services and items.
We do not believe a rate adjustment is absolutely necessary to secure the adequate
availability of these services.

Chiropractors-No increase
Although a rate increase, based on the cost of living, could be justified, we do not

believe it is necessary to maintain the current volume of services about 18,000 visits
per month). Currently we are reimbursing chiropractors 50 percent of their usual
and customary charges.

Psychologists-No increase
A survey recently completed by Rate Development Branch, after adjustments for

cost-of-living increases, concludes that some rate increases could be justified to fuly
reimburse the combined cost and reasonable professional component of psychology
services. Nevertheless, because the current rate of $23.00 per hour more than covers
the estimated current operating cost of $14-15 per chargeable hour, and because
access to care does not appear to be a major problem with these services, no rate
increase is proposed at this time.

Podiatrists-No increase
Podiatrists are reimbursed at the same level as physicians, except the primary

care differential is not applied. If no increase is given to non-primary care physician
services, podiatrists will not receive an increase.
Nurse anesthetists-No increase

Nurse anesthetist reimbursement maximums were increased by 65 percent in
1976 at the same time physician anesthetist rates were increased. If no increase for
physician anesthetist services is given we do not believe an increase for nurse
anesthetist services should be given.

Portable X-ray-No increase
Portable X-Ray services are reimbursed separately for the X-Rays and for the

transportation. No cost data is currently available to indicate a rate increase is
necessary.
Pharmacy dispensing fee-No increase

Medi-Cal rates for prescription drugs are a much higher percentage of usual
charges t95 percent than for most other provider groups and about 35 percent to 40
percent of program reimbursement is increased each calendar quarter to reflect
changes in market prices of drug commodities. Additionally, the absence of a dis-
pensing fee rate increase in 1979-1980 will not drastically affect the economic
viability of California pharmacies. Rate Development Branch conducted a study of
pharmacy operating costs in mid-1977. Based on the results of that study, staff
recommended a maximum rate of $3.01 per prescription for 1978-1979. This amount
would provide for pharmacist-operator income at average levels and for a profit.
Consequently, we believe the current professional component of $3.06 per prescrip-
tion is adequate.
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!kntal-o increase
Reimbursement leels for children's dentistry were generally based on usual and

customary charges through 1974 Since then the Department has adopted a
statewide uniform fee schedule In 1476-77 and again in 1977-7o, reimbursement
maximums vere increased b. 4; percent Adult dentistrv maximums were increased
by an average of 24 percent in 19.7# and b. 41 percent in 1977.7 , Relative to what
we are reimbursing many other providers in ,erms of their charges, dentistry
reimbursement levels 701 percent to 511 percent of charges, are generally adequate
Prosthth and orthotic aphIlarui e4-.'o increase

Staff is currently in thk process of tabulating responses from a statewide charge
survey of P & 0 providers Rates for P & 0 appliances have been increased a total
of 6:3 4 percent over the past fi'e years 1:17 4 percent in 1977. 6 percent in 1976. and
20 percent in 1.974 and there does not appear to be any major problems with
availability of service
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Proposed Madi-Cal Provider
Rate Increases F.. 1979-80 Lagged

(Within Available 6% Funds)

Provider

Physician Services:
Primary Care
Maternity Care
Other

Other Medical:
Clinical Laboratories
Optometrists
Eye Appliances
Chiropractors
Psychologists
Podiatrists
Physical Therapists
Speech Therapiat/Aud.
Prosthetic/Orthotic
Nurse Anesthetists
Coczunity Rehab. Centers
Free and Comunity Clinics
Surgical Clinics
Independent Rehab. Facilities

County Hospital Outpatient
Coorsunity Hospital Outpatient
Drugs-Dispensing Fee
Skilled Nursing Facilities
Intermediate Care Facilities
Home Health Agencies

Medical Transportation:
Ambulance
Other

Other Services:
Portable X-Ray
Hearing Aids
Occupational Therapy
Durable Medical Equipment

Dental
Adult Day Care Centers
CHIP
Redwood Foundation
PHWs
Unallocated

Total

Lagged General
Fund Coats Proposed %

Each 1% Increase Increase

$2,942,816
1,077,106

134,578
1,731,132

166,680
79,196

107,817
10,750
41,508
61,259
3,867

17,368
29,898
1,036
2,714

105,933
8,589

950

350,853
532,840
339,268

2,853,067
131,617

12,800

93,928
46,263

10,986
35,094

127
43,852

673,577
4,736

81,648
107,433
248,317

6.2
12.5
35.7

34.2
21.2

34.2
6.0

28.1
34.2

20.3
12.3

6.0
6.0
6.0

Lagged Fiscal Impact
Program General Fund

23,086,129 $13,463,830
8,238,026 4,804,417

226,438
630,382

158,893
1,088,172

413,210
55,609

11,493,190
11,261,056

33,859,900
1,562,900

134,700

132,262
268,206

92,809
635,601
241,356
32,481

7,122,330
6,553,935

17,118,400
789,700
76,800

6.0 995,352 563,568
13.7 1,119,400 633,804

13.4
34.2
13.7

6.0
7.8
6.0
6.0

843,519
7,763

1,077,615

56,838
1,092,000
1,289,200
2,979,900
4,781,908

$106,452,100

470,262
4,328

600,770

28,419
636,85.
644,600

1,489,90C
2,681,768

$59,186,400
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TI-F. PROPOSED RAT. I1,CFA .SF- OLJ-A

F'Y 1979- L 9o

14

Disertbution of the proposed rate increase dollar reflects

both the percentage increase La rates and the absolute site
of the bes budget. The absolute site of the base budget Is
a result of curent ras and predicted utilizetion.
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Senator TALMADGE. The next witness is Hope Runnels, executive
director, Visiting Nurse Association and Rehabilitation Service,
Portland, Oreg.

You may insert your full statement in the record.

STATEMENT OF HOPE RUNNELS, R.N., M.S., EXECUTIVE DIREC-
TOR, VISITING NURSE ASSOCIATION AND RElHABILITATION
SERVICE, PORTLANI), OREG.
Ms. RUNNELS. Thank you.
I shall be as brief as possible.
I believe it was the intention of S. 489 to liberalize the benefits

for home health in removing the 3-day hospital stay and giving
unlimited home health visits.

I should like to point out to the committee as long as we contin-
ue to have the very rigid interpretation that is being made by the
intermediaries of the skilled level of care, I am afraid that it will
not have the impact that you would like for it to have.

I think you will find that most patients are still going to use 15
to 20 visits, and that is all that is going to be allowed. As a matter
of fact, I think it is a short-sighted policy because patients have to
be dismissed so rapidly. If we could have an intermediate level of
care to keep the patients on the caseload a little longer, to be sure
they are not going to get back in trouble, in the long run there
would be money saved for the medicare program.

I do have some concerns about the bimonthly bills that are
proposed to be sent to patients. I certainly do not have any objec-
tion to any patient's knowing what services he has received on
behalf of our agency. However, they do now receive copies of bills
that have been sent by the Social Security Administration. They
find these very confusing. They think they are additional bills.
Many of the patients are disoriented as to time and place.

I would suggest that, as an altern&" ive to this, that the agencies
be required to verify that they did, ii fact, make the visit. I think
the itinerary of the worker could be signed by the patient when the
worker goes into the home and it should become an audit step for
the intermediary to verify the system to be assured that visits
billed for have, indeed, been made.

I certainly commend the increase of occupational therapy as a
primary service. We are finding the patients are reaching the point
where they can profit the most from it but they no longer are
eligible for the nursing or physical therapy and therefore some-
times cannot receive the activity of daily living services that are so
necessary.

I was very pleased to hear Senator Packwood point out that he
would like to see dietary services added. We see this as a very real
necessity.

I have some concerns about the mandated regional intermediar-
ies. I think there is a great need for intermediaries to become more
familiar with home health care. I think that some of the people
who are reviewing claims ought to go out in the field occasionally
and see some of these patients instead of sitting in offices and
denying claims on the basis of evidence or documentation that has
been submitted from the agency.
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I think there have been too many instances of financial problems
between the intermediary and home health agency. I would like tb
see some attempts made to overcome this and have more consisten-
cy in the interpretation of the regulations.

I think that the direct and indirect cost guidelines which are also
a part of S. 489 are a good idea. However, I sincerely hope that
they are not interpreted by the Health Care Financing Administra-
tion to be so complex that agencies cannot comply with them and,
as a consequence, are forced to drop out of the program; or, if they
do comply, will have their costs increased.

We estimate the impact of the proposed uniform system for home
health agency reporting will increase our costs by 5 percent just in
order to comply. We see the need for more rural agencies to be
providing services so if we are going to make it so difficult that
they cannot function and drop out of the program, then I think the
impact will be very negative.

I certainly do commend the improvement in quality of care
through training of home health aids. I might say we have had this
in Oregon since medicare was started, and it should be mandatory.

One concern that I do have, there is nothing in the conditions of
participation that spell out at all what the ratio of home health
aides to professional personnel will be. I would like to see utiliza-
tion review committees looking at this in the demonstration re-
search.

I would be very pleased if conditions of participation could be
strengthened to add conditions which pertain to supervision and
control. At the present time, there is no provision, for instance,
that any agency has to have any kind of outside audit. There are
many agencies who never report how many patients they are
seeing, how many visits are made, and I think that this informa-
tion should be made public.

I think that there is a need to deal appropriately with those
providers who are guilty of fraud and abuse rather than use over-
regulation and underfinancing as a mechanism to achieve this.

Thank you.
Senator TALMADGE. Thank you very much. Any questions?
Senator PACKWOOD. Just a statement, Mr. Chairman.
I want to congratulate you on the extraordinary job that you

have done in the Visiting Nurses Association in Portland. Through-
out Oregon, your reputation is well known. I appreciate your com-
ments. They were mostly supportive of the bill that I introduced,
and I agree with you about the intermediaries and others coming
and seeing what is actually going on rather than simply reviewing
claims forms.

The one advantage of running for Congress, whether we like it or
not, we are forced to go out in the field and meet with people and
see what goes on and do it constantly, because things change every
2 or 3 years.

I can see how easy it would be if we did not have to run and
never went out and lost touch with what actually happens with
people who have to go out in the field and administer the plans
that we draw up.

I appreciate your coming.
Ms. RUNNELS. Thank you.
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[The prepared statement of Ms. Runnels follows:]

STATEMENT OF HOPE RUNNELS, R.N., EXECUTIVE DIRECTOR, VISITING NURSE
ASSOCIATION OF PORTLAND, OREG.

SUMMARY OF PRINCIPAL POINTS IN STATEMENT

1. Unlimited visits and elimination of three day prior hospital stay will not
liberalize benefits substantially unless provision is made for an intermediate level of
care for appropriate patients.

2. Bimonthly bills to patients will add to cost and confusion. Suggested alternative
is to require provider to verify signature by beneficiary at time of visit with
compliance to be monitored by the intermediary as an audit step.

3. Occupational therapy as a primary service will add to more comprehensive
rehabilitation.

The addition of nutrition counseling as a billable service is also needed.
4. Mandated regional intermediaries would need to assure consistent interpreta-

tion of regulations and to become more familiar with home health care.
5. Direct and indirect cost guidelines should not be so complex that agencies

cannot comply and are forced to drop out as Medicare and Medicaid providers which
will probably result if current draft of USHHAR remains unchanged.

6. Quality of care will be improved with mandatory home health aide training;
however, there is need to study the ratio of home health aides to professional nurses
which could be encompassed in utilization review demonstration projects.

7. Medicare Conditions of Participation should be strengthened by adding condi-
tions pertaining to supervision and fiscal controls.

8. There is need to deal appropriately with providers guilty of fraud and abuse
rather than to use over-regulation and under-financing of all agencies as mecha-
nisms to achieve that result.

My name is Hope Runnels. I am a nurse and the Executive Director of the
Visiting Nurse Association of Portland, Oregon. I have asked to appear before you
today to discuss some aspects of Senate Bill 489, as well as my particular concerns
for areas it does not address.

I commend the Subcommittee on Health for its interest in Medicare and Medicaid
benefits for the elderly, because I believe that many older Americans !anguish in
nursing homes and have frequent hospitalizations because of inadequate home
health benefits in both programs.

Unlimited visits under A and B.-I believe it is the intention of Senate Bill 489 to
liberalize benefits for Medicare patients by eliminating the 3-day prior hospital stay
and allowing unlimited visits under parts A and B. I do not believe this wi!'
necessarily be the result, because intermediaries are very rigid in their interpreta-
tion of skilled care, and most patients do not use up the current number of
allowable visits for this reason. In our experience, as soon as the patient is stabilized
or reaches maintenance level, Medicare reimbursement is withdrawn. Consequently,

a the condition of many patients rapidly deteriorates, hospital readmissions are re-
quired and intensive home care services are again needed. I believe this "revolving-
door syndrome" could be minimized if there were intermediate levels of care during
which appropriate patients who are stabilized, but not custodial, could continue to
be monitored on a regular basis by the home-health agency. If this level of care
were authorized for 4 to 6 weeks with a gradual diminution in the frequency of
visits, I believe this would be very beneficial to patients as well as cost-effective. For
instance, the cost of a 3-day hospital stay in Portland, Oregon, is more than the cost
of 19.3 visits made in our agency to the average patient who is carried on our
caseload for 60 to 90 days.

Bimonthly bills to patients.-No doubt, the intent of sending bimonthly bills to
patients is io allow them the opportunity to alert Medicare authorities of possible
fraudulent action by providers. At the present time, the Social Security Administra-
tion does send direct reports of benefits paid to Medicare patients. These confuse
many patients because they interpret these as bills. Since many patients are poorly
oriented to time and date, some do not even remember that visits were ever made.
If a similar statement is sent from the agency, it will add to the confusion, and it
will also add to agency costs. A better approach might be to require providers to
maintain systems to verify by patient lor family) signature at the time of the visit
that service was provided and to add this as an audit step for the intermediary to
check.

Occupational therapy.-A very positive aspect of Senate Bill 489 would make
occupational therapy a primary service. The self-help methods which are the stock-

48-611 0 - 79 - 7
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in-trade of the occupational therapists are invaluable to the home care team. At the
present time, many patients cannot benefit from this service until nursing and
other needs have been met, at which time the patient no longer qualifies for
Medicare coverage. As a primary service, we can ensure service for a long enough
period of time to have a long lasting impact on the patient and family.

I would also add that I hope you will consider the addition of nutrition counseling
as a billable service. There is a tremendous need for special diet assistance in the
home, and while nursing staff may have a good understanding of basic nutrition
and routine special diets, they are not equipped to give the guidance required in
problem situations.

Regional intermediaries. -Most of the home health agencies in Oregon have been
fortunate in dealing with Blue Cross of Oregon, and I for one would be reluctant to
be required to abandon this because regional intermediaries would be mandated by
Senate Bill 489. I recognize the multiple problems between fiscal intermediaries and
home health agencies in other states. There is a tremendous need for uniform
interpretation of regulations by intermediaries. There is considerable discrepancy in
interpretation of benefits among intermediaries, and patients may be denied bene-
fits in one state which are allowed in another state. If the regional intermediary
provision is passed, I would urge that the Secretary of HEW not only monitor costs
by region but establish methodologies to assure consistent interpretation of regula-
tions. I further hope that such a system will eliminate the adversary attitude which
is prevalent in many areas of the country. Intermediaries need to learn a great deal
more about home health agencies. They should be required to accompany field staff
occasionally and to become more familiar with health care in the home setting
which is vastly different from institutional care.

Guidance for direct and indirect costs.-The concept that home health care is
pseudo-institutional care is no more evident than in this area. The recent Uniform
System for Home Health Agency Reporting draft, popularly known as USHHAR, is
a prime example. I agree that there is entirely too much disparity in the cost
finding systems and statistical data collection in our current programs, but to inflict
this proposed system on the industry could have disastrous results for patients in
need of home care. For an agency the size of the Portland Visiting Nurse Associ-
ation, the reporting requirements are mind boggling. For a small agency, it may be
impossible to adapt, forcing them to reconsider their participation in the Medicare
program altogether because of the restrictive reporting requirements. A superficial
study of the numbers of home health agencies which made fewer than 4,000 annual
visits in 1976' amounted to 60.9 per cent of the total. If one worker can be expected
to make 1000 visits per year, then most of these agencies had 4 to 5 employees.
Many small agencies serve rural populations and we could ill-afford their loss.

It is doubtful if any home health agency in the United States is presently using a
chart of accounts as sophisticated and complex as the one being recommended.
Home health agencies who presently use a good system, such as Portland Visiting
Nursing Association, will need to virtually start from scratch. This is because our
chart of accounts is based upon responsibility accounting rather than the required
functional accounting system.

We can succeed in meeting the requirements of a Uniform System of Home
Health Agency Reporting. However, the conversion to and maintenance of the
concept presently recommended will be extremely costly. A reasonable projection
would be that visit costs would increase by 5 per cent. If the intent of mandating
the Secretary to establish guidelines for direct and indirect costs is to bring consist-
ency to reporting, I commend this provision of the bill; however, I urge that
provider participation in the development of new systerris be integrated into Senate
Bill 489.

Quality of care.-Because of my keen interest in the quality of home health
services, I endorse the necessity of uniform training of home health aides, which we
have had in Oregon since the enactment of the Medicare law. I hope the time will
come when the functions of the home health aide can be enlarged to encompass
some homemaker activities, particularly during the acute and convalescent periods
of illness in the home. I also believe we should strengthen the criteria for their
supervision particularly in regard to the ratio of professional nurses to home health
aides.I certainly do not advocate rigid formulas because agency programs should
have flexibility, but the current regulations are silent on this point. Perhaps the
demonstration projects for Utilization Review Committees could encompass this
activity to give some hard statistical data on the appropriate use of home health
aides and the amount of supervision exercised.

IMedicare Listing of Home Health Agency Cost Per Visit, CFA, Medicare Bureau, July 1,
1978.
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For a long time I have been concerned that quality and fiscal controls are not
more specific in the Conditions of Participation. We have state surveyors who
certify agencies for participation in the Medicare Program. There are few specifics
in the guidelines to evaluate whether there is adequate supervision of staff, and
even less for fiscal controls within the agency, so on one is charged with monitoring
this kind of compliance. I think the public and the consumer are entitled to know
whether the agency ever has an independent audit, to know the sources of support,
and to see an annual report which at least tabulates the numbers of patients seen
and types of services provided.

One final point I would like to make is that home health visits are not fully
subsidized by Medicare. Certain expenses are offset by the Social Security Adminis-
tration as non-allowable, and in order to survive, we must solicit community funds
and other sources of revenue. If home health is to be a viable adjunct to the health
care system, and is to be a more humane and cost effective ",ay to take care of
people as a mode of care in its own right, there must be a recognition that fraud
and abuse will not be controlled by over regulation and under financing. The guilty
should be dealt with appropriately. The vast majority of us ace in this field because
of our concern for people, so let us develop more trust in home health by enacting
laws such as this which will make it easier for patients to receive home health care
services.

Senator TALMADGE. The next witness is Anne M. Smith, director,
Bureau of Public Health Nursing, Division of Home Health Serv-
ices, State of Alabama.

Ms. Smith, you may insert your full statement in the record and
summarize it, if you will.

STATEMENT OF ANNE M. SMITH, DIRECTOR, BUREAU OF
PUBLIC HEALTH NURSING, DIVISION OF HOME HEALTH
SERVICES, STATE OF ALABAMA
Ms. SMITH. Thank you for this opportunity to appear before you

this afternoon and I would like to commend the committee for its
interest in home health and for recognizing the need to make it
more available and accessible to all of the needy citizens we have
in the United States.

We, in Alabama, the Division of Home Health Services, are the
parent agency for 58 subunits located within the local and district
health departments within the division of public health nursing. In
those departments, we cover the state of Alabama, so services are
available.

r n addition to our services, there are 20 other certified home
health agencies throughout the State. In addition to these, there
are quite a few, and they continue to come in with a great influx of
proprietary agencies.

I feel the need very greatly for a good certificate-of-need law,
both in Alabama and in every State. I have never seen one that
really had a good method for determining whether or not there
was additional need. I think this should be worked on. A licensure
law, I believe, should not be effected until there is a good certifi-
cate-of-need law in place. With the influx of proprietary agencies
that represent large corporations, they can put the little people out
of business, and they move out of the rural counties and back into
the urban areas. I think this needs much attention.

I agree with the elimination of 3-day prior hospitalization. This is
cost-effective and will make services more available to those who
need it.

I would like to see the removal of the deductible from part B. In
our rural counties, possibly the only other covered service is one



96

visit to a physician. That means that the small agencies have to
bear the cost of the deductible, and this is an expense to them.

Also, I would like to see the evaluation-visit made reimbursable.
I would like to see all of the services be more liberal, for instance.
Some drugs can be given in the home under certain conditions and
allow the patient to be at home instead of in Ln institution.

Also, our PT services are greatly curtailed and need to be liberal-
ized. There is a difference for a person who is 25 years old and PT
for a person 75 years old and I think this should be recognized.

I am opposed to physicians assistants and nurse practitioners in
lieu of physicians in rural counties. We are just about as rural as
anybody gets down in Alabama and we have not had any trouble
with getting a physician to approve our care for a patient. In fact,
our patients are getting sicker all the time, as somebody has al-
ready mentioned, and they need the skill of a qualified physician.

Certainly, the nurse in the agency is the one who should deal
most closely with that physician and making the plan of care
should be a joint responsibility of the agency nurse and the pa-
tients and physician. We do not need another person to come
between them.

Also I am very concerned about this bimonthly billing. I do not
think that people have thought through how much paperwork this
is going to be for all of us. It is going to cut down on the amount of
time that we have for service.

If something of this type is needed, why not have it when the
patient's care is terminated, or as an ongoing thing.

As she just mentioned in her testimony, for regional intermediar-
ies, I do think we need something so that there is better and more
uniform interpretation of the law. We have been dealing with this
since 1966. 1 hope that we will be allowed to remain direct dealers.
We have had good consultation surveillance. We have had visits to
the State. We have had the consultants come and help us in
putting on workshops so they have worked directly with the people
dealing with the patients, and I think this has been very, very
good.

Something needs to be done about uniform cost reporting. Please,
when it is done, consider the small agencies, consider the official
agencies. We have very serious and different problems from some
of the other agencies.

I do think there are some changes to be made, one, the uniform
cost-reporting system that is now being circulated. As to home
health aid training, I certainly believe that they should be well
trained.

I think we should have a good program. This, we have had
within our own agency for some time. Maybe we need one to be
similar statewide. I thought this was included in the criteria set up
in the original medicaid amendment, but perhaps it is not being
enforced and needs to be looked into.

I do oppose what is happening with the grant funds in which
some junior colleges are asking for funds to train aides and it is
spreading statewide, into vocational schools and different places
and many of the people who are teaching those aides have never
set foot in a home health agency and do not know what they are
talking about.
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So I would like to see this put into effect before we say, blanket,
there has to be a particular program.

I am concerned that we have patients for whom there is no
coverage. We call these disease and disability. Either they had used
up the number of visits for which they were eligible-this does not
mean 100; something like 15-but something should be done to see
that these are cared for.

The official agencies at this time are the only certified agencies
giving them care.

Thank you.
Senator TALMADGE. Thank you very much, Ms. Smith. I read

most of your statement while you were testifying.
Medicare now pays skilled nursing care and physical therapy in

the home. What kind of patients would benefit from the addition of
occupational therapy with services already available?

Ms. SMITH. Senator, this is a difficult question for me to answer
since last fiscal year we had only six occupational therapy visits,
because the occupational therapists are so few we cannot get their
service.

Senator TALMADGE. A shortage of personnel?
MS. SMITH. Yes, shortage of personnel.
I certainly think those fees should be a reimbursable service.

Personally, I would like to see one of the other skilled services
required with it because OT really deals with the patient's really
getting back to self-help and this type of thing. But I do not know
whether we will have the same sort of referral back and forth as
we have, for instance, our PT's and nurses have a referral back
and forth, back to the patient and discussion.

We have not found this with the OT's that we have been able to
utilize.

As I say, we have had very few in our State.
Senator TALMADGE. I have one further question. It is alleged that

proprietary and some private nonprofit agencies tend to skim pa-
tients, that is, they serve the easiest patients and the paying pa-
tients while leaving the difficult cases and the nonpaying patients
to other agencies. Would you comment on that?

Ms. SMITH. Yes. I think this is true to some extent. When I was
mentioning that the medicare patients who are found to -be not
eligible because of the strictness of the interpretation of skill and
maybe they are dischargd after having had 15 or 20 visits, but they
still need some care. The nonprofit agencies will discharge them
and refer them to us.

At this time, they do not provide services-I should say, for any
of those who are unable to have reimbursement under either medi-
care or medicaid.

We also have certified agencies in Alabama that refuse to do
medicaid simply because medicaid has a cap on the home visit of
$25 because of funding. So they refuse to do it.

The VNA's, we only have VNA's now, one in Birmingham and
one in Mobile. They also see patients that are eligible for reim-
bursement, but they and the official agencies are the only ones who
do.

The proprietary agencies mostly represent large corporations and
we have nn licensing laws, so they are not certified.
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We have found that there is a good bit of lack of continuity of
care because they use so many part-time workers. They furnish a
lot of our hospitals with personnel. That seems to be one of the big
things they do.

Senator TALMADGE. Thank you very much.
Are there any questions?
Senator PACKWOOD. No questions.
Senator TALMADGE. Thank you very much. We appreciate your

contribution.
[The prepared statement of Ms. Smith follows:]

STATEMENT OF AN" M. SMITH, DIRECTOR, BUREAU OF PUBLIC HEALTH NURSING,
ALABAMA DEPARTMENT OF PUBLIC HEALTH MONTGOMERY, ALA.

INTRODUCTION

My name is Anne Smith and I represent the Division of Home Health Services,
Bureau of Public Health Nursing, Alabama Department of Public Health. The
Division is the parent agency of 58 subunits located in the nursing divisions of the
county of district health departments. These subunits provide home health services
throughout Alabama. In addition, there are 20 certified agencies repr&3enting pri.
vate, nonprofit, visiting nursing associations, hospital based and one other govern-
mental agency. There are numerous proprietary agencies, but since we have no
licensing law these are not certified. Every county in Alabama is served by one or
more home health agencies.

SUMMARY OF TESTIMONY

Opening statements regarding agency-offical agency with 58 subunits. Covers
State of Alabama. Twenty other certified agencies and numerous proprietary.

Support elimination of 3-day prior hospitalization for Part A.
Support elimination of deductible for Fart B.
Support eliminating 200 visit limitations for Parts A and B or substituting addi-

tional visits on a per need basis.
Do not support use of physician's assistant or nurse practitioner in lieu of physi-

cian for rural areas.
Do support physician and agency nurse establishing plan of care together. Agency

nurse more knowledgeable of patient's needs and community resources.
Support regional intermediaries for uniformity of interpretations and surveillance

of programs. Request that direct dealers continue to deal directly with HCFA.
Continue home health aide training under present guidelines, but surveyors must

see that criteria are met.
Utilization review needs further study. Consider parts we are already doing.

Consider rural counties with few professionals.
Costs of home health services-uniform system needed, but please work with

providers before initiating a system. Suggested system needs revisions. Official
agencies have special problems.

Bimontly billing to patients-this presents too much paper work and penalizes
the "honest" agencies, besides confusing the patients. Documentation is in current
records if appropriately recorded.

Data collection should be uniform to a certain degree-should have leeway for
innovation. Doubt that data can be collected to appropriately evaluate care. Other
methods available.

Teaching patients independence-built in with official agencies.
Occupational therapy should be reimbursable, but only included if skilled nursing,

physical therapy or speech therapy is also needed.
Responsibility of agencies for nonreimbursable services-at present only the offi-

cial agencies and some VNA's are providing any of these services. Why should the
other agencies not have to share in this provision of care?

Certificate of Need-Licensure-Why? Strong certificate of heed should be work-
ing before licensure law passed. Question uncontrolled profit making in home
health.

The difference home health services makc-I wish you could talk with our pa-
tients and their families, and also with a number of the referring physicians.

I wish to commend your support for home health services and the efforts being
made to expand and to make more accessible this much needed care. There are a
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number of issues and concerns which we have. Some of these are included in S. 489;
others are not, but I will include them in this testimony.

ELIMINATION OF 3-DAY PRIOR HOSPITALIZATION REQUIREMENT

If passed this action would improve the availability of home care by simplifying
the procedure for admission to service and by providing those patients without 'Part
B coverage an opportunity to receive home care when hospitalization is noeces-
sary. Since there is a deductible requirement for Part B patients and none fr Part
A, I suggest that the deductible be removed as a requirement for Part B home
health coverage. In the rural areas, except for perhaps one physician's visit, the
patients have no other covered services, so home health visits are used to meet this
deductible provision. To a small rural agency, this proves to be a real expense.

INCLUSION OF EVALUATION VISIT IN REIMBURSABLE CHARGES

Many agencies manage to render a prescribed skilled service- during the evalua-
tion visit and thus receive reimbursement. However, the evaluation visit may be
made to give the family instructions or to make sure that the patient can be cared
for in the home. If properly documented these visits should be reimbursable.

UNLIMITED HOME HEALTH VISITS UNDER PART A AND PART B
Few patients seldom use the 100 allowed visits under Part A or Part B. However,

if the prior hospitalization is to be removed the 100 limitation on visits should be
removed. If the number of visits do become unlimited, state agencies should be
instructed to check carefully for abuse and over-utilization of services. The number
of home health visits per medicare patient in our agencies has averaged from 18 to
22 for several years. In comparing figures with other agencies in Alabama this
seems a fair average. However, in a study done by Health Planning some private
agencies were averaging as many as 48 visits per patient.

An alternative to removing the limitation on visits would be to extend coverage
on per need basis. We do this in the medicaid program and it has worked well.

PHYSICIAN'S ASSISTANTS AND NURSE PRACTITIONERS

Although these two groups have their area of functioning, I do not see them as
having a role in the home care program. Most of our medicare patients are very ill
and with the trend toward even shorter lengths of hospital care, patients will
probably require even more skilled care. Therefore, I do not see other professionals
substituting for the physician. I do think that the plan of care should be a joint
responsibility of the patient's physician and the professional nurse who is caring for
the patient. (In actual practice it works out this way already.) Although ours is a
very rural state, we have not found it impossible to have physician coverage. In fact,
we have often found the rural physician more interested and supportive than those
in urban areas. The nurse working in the home health agency has much more
expertise in assessing and caring for patients in their homes and in being able to
utilize community resources than does the physician's assistant or nurse practition-
er who has little if any knowledge of community nursing. People who live in rural
areas should have access to the same level of care as those in urban areas. What
has happened to medical education? The medical schools should be required to
include in their curriculum the care and management of patients receiving home
care.

REGIONAL INTERMEDIARIES

Interpretation of the law, rules, and regulations by fiscal intermediaries is sadly
lacking in uniform interpretation. In other words, one fiscal intermediary might
allow services to a particular patient while another fiscal intermediary would deny
the same services under a similar situation. I believe that having regional interme-
diaries would be helpful. However, I do urge that if an agency is dealing directly
with HCFA it should be allowed to continue. We are a direct dealing agency and
have been since the program started in 1966. Although strict in application of rules
and regulations, we have found the consultation, 'monitoring of cost reports, and
review of subunit activities to be fair and helpful. We do prefer to continue to deal
directly with HCFA.
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TRAINING FOR HOME HEALTH AIDES

Guidelines for training and supervising home health aides have already been
established. It has been the responsibility of the state agency to enforce these
standards. This should be continued. Grant money for training home health aides
has been made available. A number of junior colleges and vocational schools have
undertaken to do this training. Objection-most of the faculty have never been in a
home health agency nor have they had public health nursing experience. Therefore,
I doubt their ability to teach aides to function in a home care setting. If an agency_
has a training program that meets the criteria as presently set forth in the medi-
care regulations, this should be recognized and approved by the surveying agency.
Aides are not a very mobile group and cannot be travelling all over the country.

DEMONSTRATION PROJECT FOR UTILIZATION REVIEW

We agree with the idea that the concept of utilization review for home health
agencies should be tested. If you get too many on the committee or require too
many professionals, agencies in rural settings will not be able to certify. I suggest
that you consider the audit of records which is now required of all agencies and
which embodies many of the points of the proposed utilization review such as
assessment and reassessment of patient needs, revisions -made as indicated and care
provided in accordance with patient's plan of care, to name a few. There is no need
to duplicate activities. There is a tendency to add on rather than to replace or revise
present ftinctions. There should be an all out effort to cut down on paper work
rather than to increase. Too much reporting reduces time for patient service.

COSTS OF HOME HEALTH SERVICES

We support the need for a uniform system of cost reporting. However, in planning
and implementing such a system, the special needs of official agencies should be
considered. One half or more of the home health services in the U.S. are provided
by official agencies. Often these services are a part of the generalized public health
nursing program (this cuts down on travel time and supports patient and family
teaching for independence). Therefore, we are working with personnel who are less
than full time in home health. Also, we have some different administrative costs. It
has been our experience that auditors and accountants have had limited experience
or orientation in the area of official agency budgeting or cost reporting.

BIMONTHLY BILLING OF PATIENTS

This may be a method of controlling some agencies, but if they can pad and abuse
existing records they can surely misuse or find a way of padding these. For the rest
of us it will be another time consuming lot of busy work in which the honest
agencies are penalized for the fraud and abuse of those who pad reports. For us it
will increase paper work excessively. Can you imagine sending bimonthly bills to
19,142 patients? I expect a number of our badly needed small agencies would simply
withdraw from service. I also think that the elderly patients would be as confused
as they are when they receive the letters that medicare will no longer reimburse for
their visits. We are deeply concerned with the amount of time that is spent in
record keeping and documentation and feel that the current records should be
ample documentation. It is time that states and agencies take some responsibility
for their own peer review. We are working with our subunits and by contract with
medicaid are working with some of the private agencies and the VNA's in Alabama.

UNIFORM STANDARDS FOR DATA COLLECTION TO INSURE APPROPRIATE EVALUATION OF
CARE

We support uniform standards for data collection if providers are allowed to help
with suggestions. However, I do not believe that the gathering of data will ensure
appropriate evaluation of care. There are other means for evaluating care. Good
data might help to determine if any agency is functioning efficiently.

We support teaching patient independence to the maximum extent. This already
is being done by official agencies for it is a basic principle of public health. Most
private agencies do not because they are task oriented.

Inclusion of occupational therapy as primary skilled care. We think that occupa-
tional therapy visits should be reimbursable, but it is not a primary skilled care; i.e.,
if it is ordered the patient should also need skilled nursing, physical therapy, or
speech therapy.

I
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.There are statements made in the law that the secretary may add additional
requirements as he finds necessary for the effective and efficient operation of this
program. Is this usual wording and is it a necessary part of the law? Does not this
statement allow changes in the law without congressional action?

OTHER CONCERNS

We have always cared for patients who do not fit into either medicare, medicaid
or other reimbursable programs if the physician stated that the patient needed
continued care in order to prevent regression or return to hospital or nursing home.
With reduction of state and local appropriations, we will have difficulty in meeting
the needs for this type of maintenance care. Could not other agencies be required to
continue to see their own patients when they are no longer eligible for medicare?

We are also concerned regarding licensure and certificate of need. At the present
time Upjohn has written a bill to license home health agencies in Alabama. We
have had a great influx of proprietary agencies into the State. Our concern is that
the licensing law will be passed before we have a certificate of need law firmly in
place. If this happens, not only the proprietaries we already have, but others will be
asking for certification. I seriously doubt that these large corporations, opening
agencies in states, have any interest in the people of our state-it is a moneymaking
project for them.

Another concern is "do we make a difference?" Yes, we do. Letters from beneficia-
ries because family members can remain at home; hospitals concerned because
patients are discharged earlier. Patients can also have a peaceful death. Home care
is not an alternate to institutional care-institutional care is an alternate to home
care. The patient begins at home. Is any thought being given to the suggestion that
family members who give up jobs or stay home in order to care for a patient be
reimbursed in some manner. The idea has merit, but would have to have many
safeguards to avoid abuse.
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Senator TALMADGE. Next, we have a panel consisting of Edward
C. King, directing attorney, National Senior Citizens Law Center;
Elmer Cerin, coordinator, National Senior Citizens Law Center,
Home Health Task Force; and Frances Klafter, chairman, Gray
Panthers National Health Task Force.

You may insert your full statement in the record and summarize
it in any way you see fit.

STATEMENT OF EDWARD C. KING, DIRECTING ATTORNEY,
NATIONAL SENIOR CITIZENS LAW CENTER

Mr. KING. Thank you, Mr. Chairman. My name is Edward C.
King of the National Senior Citizens Law Center. We have filed a
statement. I would like to turn over our time today to Elmer Cerin
who is on a task force for home health with the National Senior
Citizens Law Center, as well as Frances Klafter who is a member
of the Gray Panthers, and the Gray Panthers are a part of the
National Senior Citizens Law Center.

STATEMENT OF ELMER CERIN, COORDINATOR, NATIONAL
SENIOR CITIZENS LAW CENTER, HOME HEALTH TASK
FORCE; AND AMYOTROPHIC LATERAL SCLEROSIS SOCIETY
OF AMERICA
Mr. CERIN. Thank you for giving me the opportunity of express-

ing my thoughts before you. With your permission I would prefer
to depart from my written statement. Although I am a coordinator
of the National Senior Citizens Law Center, I -am also the vice

resident and voluntary representative of the Amyotrophic Lateral
Sclerosis Society of America. My wife is a victim. Iam speaking for
my wife and for 20,000 other A& patients in this country.

Eighty percent of the ALS patients terminate within 2, 3 or 4
years. Medical science has just begun to do some research on ALS.
Thus far, medical science has not been able to determine the cause,
cure, treatment, or prevention of ALS.

In my own personal case, my wife-this is the third year of her
illness. She will probably terminate within the next 12 months. We
have no home care because we do not require skilled nursing
care--not that we do not require home health care; we do. But,
under medicare, there is no treatment, no therapeutic treatment
for this illness. Therefore, I must engage -y own personnel.

I have two nurses' aides at a cost of $18,000 plus a physical
therapist which is over $2,000 a year. So last year and this year, it
has cost me personally over $20,000 and not a single penny of that
is reimbursable under medicare.

I can afford it for another year or two, and then I am bankrupt.
I have a proposal to make to this committee on how to take care

of the permanently disabled that does not fit within the medicare
regulations, these people who are homebound, are bedfast, and
require 24-hours-a ay, 7-days a-week-service. I would suggest the
medicare provision be broadened to permit one 8-hour shift 5-days-
a-week, not of a registered nurse, but a person who is trained, a
nurse's aide, maybe a paramedic, or some other individuals who
can take care of these people.

ALS patients only require to be dressed, to be fed, to be bathed,
to be put on the commode. There is no other medical requirement.
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This would give the opportunity to the members of the family to
do two things. One, that person -ould go out and earn some income
to supplement the family income, help pay some of the expenses
and, second, and equally important, it would relieve that person
from the terrible ordeal of trying to take care of the ALS patient 7-
days-a-week, 24-hours-a-day.

I would therefore suggest, to give that person a rest, that medi-
care open up slightly to those who, are chronically disabled, who
are homebound, requiring 24-hours-a-day service for one 8-hour
tour of home health care.

Thank you.
Senator TALMADGE. Thank you.

STATEMENT OF FRANCES KLAFTER, CHAIRMAN, GRAY
PANTHERS NATIONAL HEALTH TASK FORCE

Ms. KLAFTER. I am Frances Klafter. I chair the National Health
Task Force of Gray Panthers. As you can see, I am in that age
category which is approaching the time when I might be needing
the services discussed here today.

I work in the community and on the national level with my
contemporaries, who are also in this category. Therefore, I wanted
to say that we are very grateful that an effort is being made to
turn the bias around from institutionalization to what is called
alternatives.

I want to agree with the statements made here today that cer.
tainly home care should be an available alternative. However, we
do not feel that either have care or institutionalization should be
considered interchangeable alternatives. We want very much to
plead for the tying in of home care with a whole long-term care
continuum which would include home care, and we are very glad
for the efforts, the legislative efforts which have been made so far
in that direction, the demonstration funds that have been made
available, not only to HEW but to the AOA to try to coordinate
these services that are provided at the State level under titles
XVIII, XIX, and XX into an integrated comprehensive long-term
care package including home care so that appropriate service,
whether it be home care or institutionalization will be available.

Senator TALMADGE. Th/nk you very much. Are there any ques-
tions?

Senator Packwood?
Senator Dole?
Senator DOLE. If I could just ask one. I am not certain I under-

stood your proposal. Would you repeat it again?
Mr. CERIN. Yes, Senator Dole. For those who are chronically

disabled and are homebound and require 24-hours-a-day, 7-days-a-
week service, I would suggest to the Senate that they give consider-
ation to the possibility of providing home health care for one 8-
hour shift, 5-days-a-week. The other two shifts, and Saturday and
Sunday and holidays would still be the responsibility of the family
to take care of the disabled person.

Senator DOLE. Thank you.
Senator TALMADGE . Thank you very much for your contribution

to our deliberations.
[The prepared statement of the preceding panel follows:]
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TESTIMONY OF NATIONAL SENIOR CITIZENS LAW CENTER

SUMMARY

1. Medicare and Medicaid, with their limits on eligibility and scope of coverage for
home health services have created a bias toward institutionalization and against
home health care. (pp. 1, 2)

2. Until significant increases in the availability, use, and funding of home health
care occurs, Medicare will continue to be unresponsive to the crucial home health
care needs of the elderly. Beneficiaries who refuse home health coverage become
unnecessarily institutionalized for long periods of time at high cost. (p. 3)

3. To assure that the elderly have the option to be cared for at home, Medicare
and Medicaid legislation and regulations must be revised so as to permit the
liberalization of home health care eligibility and benefits. (pp. 4-5)

4. At the state and federal levels, we need to develop a comprehensive system of
long-tern care-one which does not rely primarily upon institutionalization, but
which provides to individuals what they need to maintain themselves in health at
home. (p. 5)

5. Medicare's statutory insurance-like orientation toward treatment of acute care,
rather than health maintenance, or treatment of chronic illness, greatly limits the
program's utility for those needing home health care. (p. 6)

6. Even though under Medicaid states are required to provide home health serv-
ices, most states have exercised their options in such a way as to minimize the
availability of reimbursable home health care. Many states have excluded services
which are considered traditional under home health care, such as physical, occupa-
tional and speech therapy. Some states have erected restrictions agasist home
health care which are of doubtful legality but in which HEW has acquiesced.
Moreover, states through eligibility limitations increase institutional bias of theMedicaid program. (pp 7-9)7. Providers are often not willing to provide home health services to Medicaid

beneficiaries. Some providers are unwilling to operate in communities in which poor
people live; some hold more generalized discriminatory attitudes against minority
groups or poor people. Providers also contend that reimbursement formula are
inadequate and that administrative red tape strangles their desire to furnish home
health care. (pp. 10-11)

This statement has been prepared by Edward King and Barbara Skolnick of the
Washington, D.C. office of the National Senior Citizens Law Center ("NSCLC"),
Elmer Cerin, Area Vice President of the Amyotrophic Lateral Sclerosis Society of
America and chairperson of the NSCLC's Task Force on Home Health; and Frances
Klafter, chairperson of the Health Task Force of the Gray Panthers, clients of
NSCLC. Ms. Klafter is also a member of the NSCLC Task Force on Home Health. In
preparing this testimony, we have also drawn heavily on a maor and important
paper being prepared by an attorney formerly with the National Health Law
Program, Patricia A. Butler. This paper, entitled "Financing Non Institutional Long
Term Care Services for the Elderly and Chronically Ill: Alteratives to Nursing
Homes", will be completed shortly and we commend it to this committee for careful
consideration.

The National Senior Citizens Law Center is a national support center, with offices
in Los Angeles and Washington, D.C., specializing in the legal problems of elderly
poor people. We are jointly funded by the Legal Services Corporation and the
Community Services Administration. Pursuant to the Law Center's Community
Services Administration grant, we provide technical assistance and training to
Community Action Agency advocates in legislative advocacy and legal problems of
the elderly. We also draft and analyze State legislation affecting the elderly.

Under our Legal Services Corporation grant, our principal function is providing
support services to legal services attorneys throughout the country on the legal
problems of their elderly clients. In this connection, we repond to requests from
legal service attorneys for assistance in areas of the law which substantially affect
elderly people.

We are pleased that Congress has begun to focus its attention on the neglected
area of home health care. With enactment in 1965 of Title XVIII of the Social
Security Act, which established the Medicare program for the elderly, and Title
XIX, which set up health care services for low-income individuals, Congress pro-
vided landmark health legislation which has been of enormous import to older and
poorer persons throughout the nation. Now, however, more than a decade later, we
are in a good position to evaluate both Medicare and Medicaid and recognize that
these programs have created an inadvertent and most unfortunate systemic bias
against home health care.
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Medicaid and Medicare, with their generous cost-based reimbursement of hospi-
tals and nursing homes and their limits on eligibility and scope of coverage of home
health services, encourage, indeed in some circumstances practically make manda-
tory, the institutionalization of chronically ill elderly and disabled persons. This
familiar tendency is not particularly surprising since nursing homes are familiar,
are medically-oriented and provide a "package' of services under one roof, while
community-based services are often innovative, unusual, nore socially-oriented and
lack a single physical location where all recipients of care are gathered to receive
the services. For these reasons, institutionalization is replacing family-centered and
community-based health and social services, as our national tradition.

The fact that over 70 percent of the Medicare health dollar is annually spent for
institutional care confirms this bias toward institutionalization. In addition, spend-
ing for institutional care has been increasing faster than enrollment in the pro-
gram. In contrast to the growth in spending for institutional care, the percentage of
Medicare payments for home health care, as shown in Table 1, page 3A, averaged
about one percent until FY 1974 and now accounts for about two percent. Plainly,
home health care plays a relatively insignificant role in the Medicare program.

As presently authorized, Medicare provides for acute, emergent, and convalescent
care but reimbursement for preventive care and health maintenance services is
denied. Thus, many beneficiaries refused home health coverage become unnecessar-
ily institutionalized for long periods of time at considerable personal and federal
government cost. Until significant increases in the availability, use, and funding of
home health care occurs, Medicare will continue to be unresponsive to the crucial
home health care needs of the elderly.

As bad as the picture is for home health services under Medicare, it is even worse
under Medicaid. Only in the last two years have Medicaid payments for home
health services crept over the one percent mark, as shown in Table 2, page 3A.
From its inception Medicaid has spent between 30 and 35 percent for patients
institutionalized in skilled nursing and intermediate care facilities. Yet a substan-
tial number of these institutionalized patients, probably as much as 20 percent,
could have been better cared for at lower costs in their homes-with great personal
and economic savings to themselves and the nation.
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Table 2.--Total Medicaid Benefit Paymcnts and Medicaid Payments

to Home Health Agencies, Fiscal Years 1967 through 1978.
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0.29

0:
0.90
1.09
1.23

Office of Policy Planning and Research
Health Care Financing Administration, HEW

- 3A -

BEST COPY AVAILABLE

Po rc on t
llomto Health
to Total

o.66%
1.17
1.22
1.31
o.

- 01
o.89
1.11
1.44

1.90
2.20
2.26

Fiscal
Year

196
1969
1970

1971
1972

1975

1976

Source:



Medicaid unquestionably spends hundreds of millions of dollars each year on
unnecessary, excessive, and premature institutional care. Denial of home health
services for the elderly and chronically disabled often results in the individual
eventually being placed in a hospital or nursing home at much higher cost. See
"Comptroller General of the United States, Home Health-The Need For A Nation-
al Policy To Better Provide For The Elderly" (1977). Medicare and Medicaid statutes
provide coverage for home health care but some of the statutory provisions and
regulations and informal guidelines and policies issued by Federal and State admin-
istrations have relegated home health care to a minor program and the inferior role
which it has today.

Home health care should not be thought of as merely an alternative but as the
primary method of care. Until introduction of Medicare and Medicaid programs and
the accompanying growth in the number of nursing homes and other health care
facilities and agencies, the home was the primary place for the care of the elderly
and chronically disabled, who had little prospect for total recovery but required
part-time nursing observation and preventive and restorative services. The home
must again become the center for caring for the disabled and the sick, provided that
Medicare and Medicaid legislation and regulations are revised so as to permit the
liberalization of home health care eligibility and benefits.

It is nursing homes that should be seen as "alternatives" to an accepted, compre-
hensive array of noninstitutional health and social services available to persons at
home before they are condemned to an institution from which they will probably
not return. Forcing persons to remain in nursing homes because there are not
adequate in-home services is poor public policy. Persons should not be institutional-
ized if their health and social needs can be met in the community. Furthermore, in
view of the abysmal record of quality of nursing care revealed in state and federal
studies, it is inhumane to relegate the chronically ill to nursing homes if they don't
need to be there. We should not be trapped into thinking in terms of institutional
care as the primary means of providing long term health services since the funding
mechanisms make it so. We need to pursue the broader policy goals of developing,
at state and federal levels, a comprehensive system of long-term care-one which
does not rely primarily upon institutionalization, but which provides to individuals
what they need to maintain themselves in health at home. Services in such a
comprehensive and rational system must, of course, include more than medical,
nursing or other health services; they must meet residential, social, recreational,
nutritional and emotional needs.

ELIGIBILITY RESTRICTIONS

A. Medicare
Medicare's statutory insurance-like orientation toward treatment of acute care,

rather than health maintenance, or treatment of chronic illness, greatly limits the
program's utility for those needing home health care. Expressly restrictive statutory
provisions include:

1. The Part A requirement of prior hospitalization, 42 U.S.C. §§ 1395d{aX3) and
1395x(n).

2. The limitation to 100 visits per calendar year under Parts A and B, Id. and 42
U.S.C. § 1395m.

3. The requirement that, to receive home health benefits, the person must be
homebound and require skilled nursing care on an intermittent basis, or physical or
speech therapy, 42 U.S.C. § 1395ne)2XA).

4. The restriction of home health care providers to non-proprietaries, or propri-
etaries licensed by the states, 42 U.S.C. § 1395x(o).

There are presently bills pending in the Senate would alter or abolish the 100
visit limitation (S. 489, S. 505, S. 507) and eliminate the prior hospitalization
requirement, S. 505, S. 507. These changes would be of great assistance in decreas-
ing the institutional bias of the Medicare statute and we urge their enactment. For
the same reasons, we also urge reconsideration and modification of the "home-
bound," "intermittency" and "skilled nursing" requirements.

In addition to abolitior of these express statutory provisions, we also suggest
expansion of home health aid service to include homemakers, and inclusion of
occupational and nutrition services in the definition of home health care.

B. Medicaid
The Medicaid program providing health care coverage for those who fall within

the federal welfare coverage of AFDC and SSI programs, is of course of critical
import to those most in need of assistance. Since July 1, 1970, home health care has
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been a mandatory service under Medicaid for persons "entitled to skilled nursing
facility services." 42 U.S.C. § 1396e(13XAXii).

There is, therefore, no federal prior hospitalization requirement nor are there any
federal requirements that a beneficiary be homebound, be previously institutional-
ized, or require "skilled" or "intermittent" nursing care.

Nevertheless, this Committee should be aware that there are several factors
which perpetuate a pronounced institutional bias in the Medicaid program.

1. Options available to the States.-Although States must include in-home health
services nursing, home health aide care, medical supplies, equipment and appli-
ances, the States retain a great deal of freedom to establish the parameters of their
programs.

Unfortunately, most States have exercised these options in such a way as to
minimize the availability of reimbursable home health care. For example, many
States have excluded physical, occupational and speech therapy although these are
traditionally a part of home health care and an integral component of Medicare
home health benefits. Sixteen States have limited the number of home visits availa-
ble or have established prior authorization requirements for home health care.

Worse, some States have erected restrictions against home health care which are
of doubtful legality but in which HEW has acquiesced. Thus, some States have
illegally limited home health care to post-institutional care and very few States
have complied with the HEW requirement that they arrange with registered nurses
to provide home health care where no home health agencies exist. Further, a
number of States have established a "homebound" requirement and more than half
of the States have specifically noted that "skilled" nursing is a home health care
service, suggesting that at least some of these States may be illegally establishing
skilled nursing as a prerequisite to receipt of home health care. Some Medicaid
programs provide medical supplies, but not equipment and appliances as part of the
home health programs. Idaho does not even pay for the medical supplies or equip-
ment under home health care although this is expressly required by HEW regula-
tions. 42 C.F.R. §§ 441.15(aX3), 440.70. The statements in this and the preceding
paragraph are based upon the Butler paper, which in turn draws from the Sunde-
man Survey entitled "Home Health Care Services: State Descriptions" prepared for
the HCFA Medicaid Bureau in July of 1978.

These restrictions upon home health benefits obviously can have a major retard-
ing effect on the use of such benefits and should be reviewed carefully, remember-
ing that their likely effect is not necessarily the reduction of health costs, but
instead the substitution of institutional, in place of home health care.

2. Institutional bias in State eligibility limits for health care. -Through variations
now permissible under Medicaid for setting eligibility standards, various States have
also, perhaps inadvertently, increased institutional bias of the Medicaid program
within such States. Examples include:

1. Some persons in "optional categorically needy" categories find themselves
eligible for nursing home care, but not for home health care, under the Medicaid
program because of the income eligibility formulae employed in those States.

2. Some States use differing periods of time in making spend-down calculations to
determine "medically needy" eligibility, depending on whether the potential benefi-
ciary is or is not institutionalized. When there is such a variance, the longer period
is always applied for the noninstitutized group. This longer period increases the
amount which must be spent for medical care in order to qualify for medical
benefits, thereby making it more difficult to get benefits for noninstitutional care.

A careful review of income eligibility formulae employed by the States should be
conducted. Institutional bias could then be prevented administratively by HEW, or
statutorily by spelling out guidelines for calculating eligibilty so as to prevent the
bias toward institutionalization.

ACCESS TO SERVICES

Beneficiaries eligible under the Medicaid program often find it difficult, if not
practically impossible, actually to obtain the home health services to which they are
entitled. Three explanations are commonly offered for this problem. First, some
providers are simply unwilling to go into the communities in which poor people live,
or hold more generalized discriminatory attitudes against minority groups or poor
people.

Second, providers have repeatedly contended that reimbursement formula are
inadequate to compensate them for the services and that administrative red tape
(complex billing and accounting requirements, prior authorization, retroactive pay-
ment denials, etc.) strangles their desire to furnish home health care.

48-611 0 - 79 - 8
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Two other factors are far easily remediable. The HCFA-sponsored Sandeman
Survey of state medicaid home health services found that some home health agen-
cies refuse to serve Medicaid beneficiaries. (In Florida only 15 out of 120 served
Medicaid). In it 1976 home health regulations, HEW mandated States to contract
with registered nurses under physician direction to provide home health care in
areas where no agency serves Medicaid. This requirement was imposed under the
"Statewideness" provisions of the Medicaid law which requires the law to be in
effect in all political subdivisions of a State. Despite Medicaid beneficiaries' continu-
ing and serious difficulty obtaining all types of health providers, HEW has never
used this provision to require States to assure availability for other services, but it
does appear to be an appropriate authority for such a contract requirement.

A third factor is the limitation on providers, borrowed from Medicare and insert-
ed into Medicaid via regulations. 42 C.F.R. § 440.70(d). To participate in Medicaid,
home health agencies must qualify for Medicare participation which means: (1) they
must provide at least two of the Medicare home health services, and (2) proprietary
agencies are prohibited unless licensed under State law. Many potential Medicaid
home health agencies are eliminated from participation. It has been estimated that
the multiple service requirement prevents some 500 to 700 agencies in rural areas
from participating in Medicaid. 40 Fed. Reg. 36702 (Aug. 8, 1975). The proprietary
agency restrictions have caused great controversy as did an attempt in 1975 by
HEW to reduce these restrictions. The time may be propitious once again to review
the desirability of such restrictions.

CONCLUSION

In the time allotted, we have attempted to briefly sketch just a few of the
characteristics of the Medicare and Medicaid program which create institutional
bias in those programs, with the consequent and unfortunate underutilizAtion of
home health care benefits.

We are pleased that the Committee is considering these most important problems
and we appreciate the opportunity to discuss them here today.

Senator TALMADGE. The next witness is Paul Kerschner, asso-
ciate director, National Retired Teachers Association-American As-
sociation of Retired Persons.

You may insert your full statement in the record and summarize
it, sir.

STATEMENT OF PAUL KERSCHNER, ASSOCIATE DIRECTOR, NA.
TIONAL RETIRED TEACHERS ASSOCIATION-AMERICAN ASSO.
CIATION OF RETIRED PERSONS
Mr. KERSCHNER. Thank you. I am Paul Kerschner, associate

director of the 12.3 million member National Retired Teachers
Association-American Association of Retired Persons. Accompany-
ing me this afternoon are James Hacking and Laurie Fiori, mem-
bers of our legislative staff.

Of all the possible areas of medicare and medicaid benefit im-
provement, our associations believe expansion of home health care
deserves priority consideration. Improvement of home health cover-
age under these programs offers an opportunity to begin to neu-
tralize the excessive emphasis these programs place on
institutionalization and acute care.

This bias has caused an overutilization of costly, often unneces-
sary and inappropriate, types of care while detracting from finan-
cial resources available to be channeled into less costly and more
desirable in-home care.

It is unfortunate that Congress has not been able to enact a
single major benefit improvement in the medicare program since
1972. Many long overdue and sorely needed benefit expansions, like
home health liberalizations, have been held in abeyance over the
last seven years because of the overriding cost escalation issue.
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In light of the recently released 1979 Trustees Report for the
Hospital Insurance Trust Fund-which predicts depletion of the
fund in the early 1990's-it appears Congress will be finding it
increasingly difficult to provide sufficient funds to guarantee-into
the future-benefits already in place-let alone finance substantive
benefit improvements-unless the cost spiral issue is addressed in
an immediate and effective manner. NRTA/AARP strongly urge
the committee to expedite consideration of S. 570, the Hospital Cost
Containment Act of 1979.

Our associations look upon expansion of home health benefits as
the first incremental step toward dealing with the critical lack of a
long-term care program in this country. The aging of our popula-
tion is already causing the demand for long-term care services to
grow and this demand cannot be ignored much longer since it will
increase rapidly after the turn of the century.

It is unlikely, however, that such a long-term care program
would be created and implemented all at once because of the costs
and comprehensive program changes that it would entail. For in-
stance, none of the major national health insurance or catastrophic
health insurance proposals are ambitious enough to address this
issue.

The administration and other skeptics would have us ignore the
home health issue area and delay enactment of even the most
minor improvements. The administration revealed this attitude in
the presentation of their home health report by contending that
not enough is known about how changes in home health benefits
will affect utilization rates, cost of services, et cetera and any
piecemeal changes may exacerbate the already fragmented and ill-
coordinated delivery of services.

Our associations reject the assertion that we should hold hostage
home care improvements for lack of complete, detailed informa-
tion. We would contend that some basic information and statistics
regarding the need for and relative cost-effectiveness of home
health services are already available.

Our main recommendations in the home health care area relat-
ing to medicare improvements are: elimination of the 3-day prior
hospital rule under part A; removal of the 100-visit limitation
under parts A and B; elimination of the homebound requirement;
addition of coverage foi homemaker/chore services; and elimina-
tion of the skilled requirement.

The major piece of home health legislation pending before this
committee is S. 489, the Medicare Home Health Amendments of
1979. Our associations fully support this legislation and commend
its sponsors for developing a package of improvements which
should be readily acceptable and supported by Congress. The lack
of controversy surrounding most of the provisions of S. 489 should
insure its enactment and hence Congress will be able to take a
firm, incremental step in the direction of expanding home health
benefits.

To our disappointment, however, the improvements proposed by
S. 489 will probably not have any significant impact on discourag-
ing institutionalization nor will they elevate home health benefits
sufficiently to make home care a realistic alternative to nursing
homes. The removal of the skilled requirement, homebound re-
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quirement and the coverage of homemaker/chore services would
have to be added in order to accomplish that goal.

Obviously, this self-limiting legislation has been purposely cir-
cumscribed, not due to lack of concern for the elderly or lack of
knowledge of the issue, but rather due to the unavailability of the
financial resources necessary to make a major expansion in this
area. We appreciate the budget constraints within which this com-
mittee must work and we understand quite well that the health
care cost spiral has voraciously consumed all the available moneys
that could be channeled into benefit improvements like home
health care.

The committee is on the verge of acting on a piece of legislation
that can slow this cost spiral significantly-S. 570, the 1979 Hospi-
tal Cost Containment Act. Our associations suggest that, if enact-
ment of S. 570 is achieved, then the necessary funds in the form of
cost-savings for the medicare program will become available to
expand the scope of S. 489 so that home health care can be made a
viable alternative to institutionalization.

Senator TALMADGE. Thank you very much, Mr. Kerschner. I have
only one question.

You testified that it is critical that medicare cover homemaker
chore services for all beneficiaries who need them. Has your associ-
ation arranged to provide benefits for housekeeping services under
the health benefit plans they sponsor?

Mr. KERSCHNER. Senator, I am not sure of that. I will check into
it and let you know. I do not have the information available.

[The following was subsequently supplied for the record:]
NATIONAL RETIRED TEACHERS ASSOCIATION,

AMERICAN ASSOCIATION OF RETIRED PERSONS,
Washington, D.C., June 20, 1979.

Hon. HERMAN TALMADGE,
Chairman, Subcommittee on Health, Senate Finance Committee,
Washington, D.C.

DEAR SENATOR TALMADGE: The following is the additional information I offered to
supply to the Subcommittee on Health during its May 21st hearing on Medicare and
Medicaid home health care benefits.

During the question and answer period, you inquired whether the home health
care benefit programs endorsed by our Associations offer coverage of homemaker/
chore services (page 111 of transcript). In response, I would indicate that none of the
Associations' health benefit plans offer such coverage and, to our knowledge, no
other health insurance plan in the private Medicare supplemental market offers
coverage of homemaker/chore services. I would also like to point out that, because
Medicare does not reimburse for homemaker/chore services, there are no provider
and reimbursement standards for the private supplemental market to use in judg-
ing claims.

This situation serves to underscore the need for Medicare coverage of these very
services. In my testimony, I stated that if home health care is to be made a viable
alternative to institutionalization, the inclusion of homemaker/chore services under
the Medicare program is of vital importance. While certain improvements may be
made in the Medicare program with respect to medically-oriented home health care,
the total needs of homebound older persons would not be fully met until home-
maker/chore service assistance is provided to older persons so that they may main-
tain orderly, normal lives at home.

In conclusion, I would like to reiterate our Associations' appreciation of the
opportunity to present our views and suggestions on this most important issue. We
are encouraged by your Subcommittee's initiative to explore home health care
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benefits for Medicare and Medicaid participants and are hopeful that substantive
legislative reforms may result from your Subcommittee's deliberations.

Sincerely, PAUL A. KERSCHNER, PH. D.,
Associate Director,

Legislation, Research and
Developmental/Services Division.

Senator TALMADGE. Senator Dole?
Senator DOLE. Just to comment on the five recommendations.

Most of those are included in some of the proposals, I think all,
with the exception of one. The proposal introduced by myself and
Senators Domenici and Danforth, include many of your recommen-
dations come to think of it.

Mr. KERSCHNER. Senator, may I also add something that you
brought up earlier on the issue of hospices? I think we cannot
ignore that issue. One of my personal concerns is that we do not
allow hospices to go the way of the nursing home industry. Hospice
care, essentially, should be based in the home to allow family
members to care for the dying patient at home.

Senator TALMADGE. Thank you very much.
[The prepared statement of Mr. Kerschner follows:]

STATEMENT OF THE NATIONAL RETIRED TEACHERS ASSOCIATION AND THE AMERICAN
ASSOCIATION OF RETIRED PERSONS

Mr. Chairman, I am Paul Kerschner, Associate Director for the 12.3 million
member NationalRetired Teachers Association/American Association of Retired
Persons. Accompanying me this afternoon are James Hacking and Laurie Fiori,
members of our legislative staff. Our Associations appreciate your granting us the
opportunity to present our views on Medicare/Medicaid home health care benefit
expansion, one of the most important health care issues for older persons.

At the outset, let me state that it is unfortunate that Congress has not been able
to enact a single major benefit improvement in the Medicare Program since 1972.
Many long-overdue and sorely-needed benefit expansions, like home health improve-
ments, have been held in abeyance over the last seven years because of the overrid-
ing cost escalation issue. A collection of relatively modest expansions was seriously
considered last year; both House and Senate passed a package of improvements
amounting to less than $100 million in increased expenditure, but this legislation
failed final conference action.

In light of the recently-released 1979 Trustees Report for the Hospital Insurance
Trust Fund, it appears Congress will be finding it increasingly difficult to provide
sufficient funds to guarantee (into the future) benefits already in place-let alone
finance substantive benefit improvements-unless the costs spiral issue is addressed
in an immediate and effective manner. The 1979 Trustees Report predicts depletion
of the Hospital Insurance Trust Fund by the early 1990's unless alternative financ-
ing mechanisms are found, benefits are cut or cost control measures are put into
place.

This increasingly dismal and constraining situation has largely been caused by
the rampant rate of inflation over the past decade in the health care sector-
especially among hospitals-and Congress' inability to gain control over public and
private resources being funneled into that sector. Much debate has been conducted
on solutions to the cost escalation problem and this Committee's work has contribut-
ed a great deal to developing remedies. We recognize that this issue is complex and
that reaching a consensus on the proper solution is difficult. For this reason, we feel
it is imperative that Congress impose immediate ceilings on cost increases for major
health care items while long-term remedies are developed, discussed and tested for
their effectiveness. The cost problem is so severe and so detrimental to the interests
of the elderly and the nation, that we must utilize the crude mechanism of cost
controls. This is the only mechanism available to us that will begin effecting
immediate cost savings in the health programs.

NRTA/AARP strongly urge this Committee to expedite consideration of S. 570,
the Hospital Cost Containment Act of 1979. Enactment of this measure would
permit consideration of truly significant and sorely needed Medicare benefit im-
provements.
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THE NEED FOR HOME HEALTH BENEFIT EXPANSION

Of all the possible areas of benefit improvement, our Associations believe expan-
sion of home health care deserves priority consideration. Improvement of home
health coverage under Medicare and Medicaid offers an opportunity to begin to
neutralize the excessive emphasis these programs place on institutionalization and
acute-care. This bias has caused an over-utilization of costly, often unnecessary and
inappropriate, types of care while detracting from financial resources available to be
channeled into less-costly and more desirable in-home care.

Furthermore, our Associations look upon expansion of home health benefits as
the first incremental step toward dealing with the critical lack of a long-term care
program in this country. The aging of our population-and especially the increase
in the proportion of persons age 75 plus-is already causing the demand for long-
term care services to grow. This demand cannot be ignored for much longer since it
will increase rapidly after the turn of the century. The rise in the incidence of
chronic illnesses and conditions which accompany this population trend should
prompt us to make changes in the current system that will maximize the elderly's
independence and ability to remain in their own homes. It is unlikely, however, that
such a long-term care program would be created and implemented all at once
because of the costs and Comprehensive program changes that it would entail. For
instance, none of the major national health insurance or catastrophic health insur-
ance proposals are ambitious enough to address this issue. Therefore, we feel, a
long-term care program is likely to be contructed in a piecemeal fashion and we
must look to the current Medicare/Medicaid structure to begin to effect the progres-
sive changes necessary for that incremental evolution.

The Administration and other skeptics would have us ignore the home health
issue area and delay enactment of even the most minor improvements. The Admin-
istration revealed this attitude in the presentation of their home health report,
mandated by Congress by Public Law 95-142, the Medicare/Medicaid Anti-Fraud
and Abuse Amendments. In this report, the Administration contends that not
enough is known about how changes in home health benefits will affect untilization
rates, costs of services, etc. and any piecemeal changes may excacerbate the already
fragmented and ill-coordinated delivery of services. For these reasons, they made no
legislative recommendations in their report, restricting themselves to administra-
tive suggestions.

Our Associations reject the assertion that we should hold hostage home care
improvements for lack of complete, detailed information. This rationale could easily
be used to justifydelay in any health benefit expansion. We would contend that
some basic information and statistics regarding the need for and relative cost-
effectiveness of horre health services are already available. HEW Secretary Califano
himself has stated that approximately 100,000 of the 700,000 persons currently in
acute-care hospitals do not need to be there and could be cared for at home.

The General Accounting Office has also asserted that 25 percent of the nursing
home population could be cared for at less intensive levels of care if home health
services were available. In its December 1977 report entitled, "Home Health-the
Need for a National Policy to Better Provide for the Elderly" (HRD-78-19), the
GAO examined the comparative cost question and stated that until older persons
become greatly or extremely impaired, the cost of nursing home care exceeds the
cost of home health care (only about 17 percent of persons age 65 and over fall
within that category).

A recent study, by the NRTA/AARP Andrus Foundation, observed a group of 50
elderly Massachusetts residents who were about to enter a nursing home. This
study, authorized by Alan Sager and entitled "Costs of Diverting Nursing Home
Patients to Home Care," confirmed that home care is a less costly alternative to
institutionalization for a significant portion of patients. Roughly 16 to 38 percent of
the patients observed could have been cared for at home more cheaply than in the
institution to which they were actually admitted.

Health policy analysts also have fairly accurate knowledge of the comparative
impact of home health versus nursing home care on the well-being of elderly
patients. An HEW-funded, 4-year Medicaid demonstration project conducted in
Georgia (called the Georgia Alternative Health Services Project) examined the effect
of home health service on mortality rates. (The project's preliminary findings were
presented to the Gerontological Society in a paper authored by Albert Skellie and
entitled "The Impact of Alternatives to Nursing Home Care," November 17, 1978.)
Preliminary findings of this project indicate that the availability of alternative
community-based services (ranging from home-delivered services, adult day care and
congregate living) decreased the incidence of death among Medicaid recipients to
one-third of what it would have been if patients had only had access to services
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normally available to Medicaid recipients. Availability of home-delivered services
specifically reduced the death rate from 27 percent to 6 percent. This study is also
examining costs and, although complete cost figures are not yet available, prelimi-
nary data show that the average direct monthly cost to Medicaid for these alterna-
tive services was $160 while the monthly nursing home cost under Medicaid was
$500.

These reports and studies as well as the many others preceding them have
produced ample evidence that home care-in comparison to nursing home care-is a
more humane and desirable long-term care setting for the elderly person and can be
a more cost-effective alternative for a significant portion of our institutionalized
population. Before home care can become a realistic alternative to
institutionalization, we must obviously increase the supply of services available and,
at the same time, increase the elderly's access to those services by covering them
more fully under the Medicare/Medicaid Programs.

CURRENT PROGRAM EFFORTS IN THE HOME HEALTH AREA

Home health care services are primarily available to the elderly through four
government programs-Medicare, Medicaid, Title XX Social Services and the Older
Americans Act. Federal expenditures for in-home services in 1977 were estimated by
HCFA to be about $1.44 billion, with the states adding about $216 million under the
Medicaid and Title XX Programs. These total expenditures, however, amount to
only 1 percent of the total outlays for all four programs-a fact that accurately
reflects the severe restrictions and lack of emphasis placed on home health benefits.

This fact is particularly astonishing when current effort is compared to need. In
1979, it is estimated that 530,000 Medicare beneficiaries and 260,000 Medicaid
patients will receive home health benefits. In their recent Home Health Services
(H.R. 3) Report, HCFA gives us an idea of the potential need for home health
services by stating that over 7 million of the non-institutionalized civilian popula-
tion are unable to perform a major activity of daily living. The Congressional
Budget Office, in their 1977 budget issue paper entitled "Long-Term Care for the
Elderly and Disabled," focused specifically on measuring the potential need and
available supply of home health care and estimated that 1.7 to 2.7 million persons
were in need of home health care services, but only 300,000 to 500,000 persons were
being supplied such services.

The wide gap between demand and supply in the home health field has been a
product of the acute-care emphasis and the highly restrictive nature of Medicare
and Medicaid requirements for care. Not only are the law and regulations narrowly-
defined and acute-oriented, but their complexity has made them subject to a variety
of interpretations by intermediaries. Most important, benefits are not designed to
cover care related to assisting with daily living activities unless the patient requires
skilled nursing care and/or physical or speech therapy.

To be eligible for Medicare home care benefits, a person must be confined to his
residence (homebound), under the care of a physician and in need of part-time,
skilled nursing services. To qualify for benefits under Part A Medicare, a person
must be hospitalized for three consecutive days. The patient's coverage under Part
A is limited to 100 visits per year after the start of one spell of illness and before
the beginning of another. A physician must draw up a home health plan within 14
days of the patient's discharge from a hospital or nursing home and must certify
that the patient needs skilled nursing care, physical therapy or speech therapy as a
means of recovery from a condition or illness treated in the hospital or nursing
home. Under Part B, there is no prior hospitalization requirement, but the home-
bound and skilled care requirements must still be met. Visits under this part are
also limited to 100 per calendar year. It is no wonder with this maze of rules and
barriers, that only 3 percent of total Medicare expenditures are for home health
benefits.

Under the Medicaid Program, states are required to provided home health serv-
ices, which are defined as part-time and intermittent services by a certified home
health agency. Home health services provided under Medicaid vary a great deal
from state to state because the statute permits wide variations fin number of
allowable visits and comprehensiveness of services. In contrast with Medicare, Med-
icaid does not require skilled nursing care or physical or speech therapy for eligibil-
ity and prior hospitalizaion is not needed. Although the number of visits is not
limited by federal law, many states impose limitations.

In 1977, total state and federal expenditures for home health care under Medicaid
amounted to only $241 million while over $5.8 billion was spent by state and federal
governments on skilled nursing care and intermediate care facilities. It is obvious
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from these statistics that Medicaid, like Medicare, carries with it an acute-care
orientation to services.

Under Title XX of the Social Security Act, states can provide a variety of home-
based and chore services, such as homemaker/home health aide, home manage-
ment, financial management and personal care. Covered services vary from state to
state, but data shows that at least one home-based service is included in each Title
XX plan. In 1976, the federal government spent $284 million (or about 11 percent) of
the total $2.5 billion Title XX funds on home care. Standards for the delivery and
quality of these services are lacking and coordination between Medicaid and Title
XX is poor in most states.

The Older Americans Act programs also provide home-based services. Under Title
III of the Act, projects and services to help older persons maintain an independent
life-style are authorized. The services include visiting nurses, homemaker services,
health education, immunization and screening programs, home repairs, home-deliv-
ered meals and meals provided in a congregate setting. The funding provided for
home-delivered and congregate meals in 1979 is in excess of $250 million.

BENEFIT CAPS AND LIMITATIONS: NRTA/AARP RECOMMENDATIONS

Medicare program
Allow me to highlight what our Associations consider to be the home health

benefit gaps and objectionable requirements that currently exist in the Medicare
Program.

(1) Requirement for 3-day prior hospitalization (and requirement that treatment
received by related to a prior hospital stay). We consider this requirement to be an
unnecessary and irrational barrier to eligibilty for home health care benefits. Elimi-
nation of this barrier would benefit about 1.1 million beneficiaries who are only
covered under Part A and do not have access to Part B benefits (Part B does not
require any prior hospitalization). Although some evidence exists to demonstrate
that individuals are not actually encouraged to be hospitalized by the prior-hospital-
ization requirement (since 97 percent of Medicare beneficiaries are covered by Part
B), we believe the requirement ought to be removed. The costs of this removal was
estimated by the Social Security Administration to be $12.5 billion in 1978.

(2) 100-visit limits under parts A and B. Although few Medicare beneficiaries
currently exhaust these limits, our Associations feel they ought to be removed. The
cost of this liberalization is estimated by the Social Security Administration to be
minor, approximately $12.5 million. We do not agree with some analysts who
contend that removal of the limits might lead to excessive and uncontrolled utiliza-
tion. Existing data indicates that only 2 percent of Medicare beneficiaries currently
exhaust the total 200 visits under Parts A and B. We believe that other changes in
the home health benefit structure would impact utilization far more significantly
that removal of the 100 visit limits. Removing the visit limits would provide a
catastrophic-type protection for long-term, seriously ill patients.

(3) Homebound requirement. The elimination of this rule which requires a physi-
cian to certify that the patient is confined to his or her home in order to be eligible
for home health benefits would benefit an estimated 10 percent of the Medicare
population at an additional cost of $56.5 million. The GAO has specifically pointed
out that elimination of the homebound requirement could provide an incentive for
beneficiaries who require skilled care (but who are not homebound) to remain at
home and out of an institution because it is often difficult to obtain appropriate
skilled care on an ambulatory basis.

(4) Addition of homemaker/chore services. The addition of homemaker services to
home health benefits was one of the primary Medicare recommendations of the
original H.R. 3 Report-that was, of course, before HEW officials removed all its
recommendations. If home health is ever to become a realistic alternative to
institutionalization, homemaker/chore services must be covered in any rational set
of home health benefits. Provision of skilled-type care alone will not maintain the
elderly patient at home. Receipt of supportive services is crucial. Several studies of
the cost-effectiveness of homemaker/chore services as a deterrent to
institutionalization are producing encouraging results. An interim report from Geor-
gia's homemaker demonstration project indicates the availability of homemaker
services is directly preventing institutionalization and reducing overall health costs.
The report showed that during the first 3 months, homemaker services prevented
over 2,300 months of institutional care and saved $278,231. The cost of adding
homemaker/chore services to Medicare is estimated to be approximately $92 mil-
lion.

Another beneficial side-effect of covering homemaker/chore services under Medi-
care would be to reduce the current fragmentation of services between Medicare
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and Title XX. Medicare's home health aide is not permitted to perform homemaker
services unless these do not substantially increase the aide's time spent with the
patient. Consequently, the Medicare patient must often separately seek the services
of a Title XX homemaker.

(5) Skilled care requirement. Our Associations strongly support the elimination of
the "skilled care" requirement as a determining factor in establishing eligibility for
Medicare home health benefits. This prerequisite unfairly denies millions of benefi-
ciaries various crucial supportive home health services and operates as the major
barrier to permitting them to remain in their own homes. The test of the need for
home health services should be need for any type of nursing services and/or home
health services-such as need for occupational therapy services or part-time services
of a home health aide. The availability of non-skilled nursing services and personal
care services would permit a large number of patients currently in institutions to be
cared for at home. Critics maintain that Medicare-a medically-oriented program-
is not the appropriate program to use in making "unskilled," non-medical services
available. We would counter by first pointing out that there is no other "appropri-
ate" program available to us at this time that would reach the broad majority of
elderly patients'is need of home health care. As we stated earlier, a long-term care
program -probably a more "appropriate" program-is not financially within our
grasp and in the meantime, we must be realistic and seek incremental improve.
ments. Second, we reject the ironclad rule that Medicare must provide services of a
strict medical nature. This narrow mindset ignores the value and cost-effectiveness
of preventive-type care and ignores the overwhelming preference on the part of
older persons to remain at home and out of institutions. It is precisely this medical,
acute-care orientation syndrome that we must break in order to begin to transform
our health system into one which is more humane, rational and ultimately more
efficient and cost-effective.

Medicaid program
With respect to improvements that could be made in the home health care

coverage of the Mediciad program, our Associations have several suggestions to
make. Federal law regulations require home health benefits to be provided to all
aged, blind and disabled categorically needy persons age 21 and older. Although
home health benefits for the medically needy are technically not required under the
law, 32 states are offering these benefits. Nevertheless, spending for home health
benefits amounts to only 1 percent of total Medicaid expenditures.

The comprehensiveness and amount of Medicaid home health benefits offered by
the states vary widely. Some states severely restrict the number of allowable visits
while others place no limits. Our Associations recommend that federal minimums
be mandated under the Medicaid law as to the amount, duration and scope of home
health services to prohibit states from overly restricting benefits. These minimums
should at least parallel Medicare benefits. Since the cost of nursing home care is
covered by Medicaid with practically no limits, encouraging home health benefit
expansion would provide a direct cost-saving to the Medicaid Program to the extent
that it discourages and prevents institutionalization.

Medicaid reimbursement procedures also need to be reformed. Reimbursement
levels for Medicaid home health benefits tend to be low as sometimes as much as 50
percent lower than for Medicare patients. This causes home health agencies to often
refuse Medicaid patients or use quotas on how many Medicaid patients they will
accept. These practices should be specifically prohibited and uniformity in Medi-
care/Medicaid reimbursement levels should be brought about.

In reimbursing under Medicaid, many states do not insist that certain standards
be set in establishing a plan of care for a patient or in the training or supervision of
providers. For instance, some states reimburse individual providers who are uncon-
nected with any agency because these providers tend to provide cheaper care than
those supervised by an agency. These states are often unable to monitor the nature
or quality of the service rendered and, without adherence to a prescribed plat, of
care, cannot monitor changes in patient needs. Federal law should outline specific
standards in these areas to ensure that Medicaid recipients are receiving quality
care.

Pending legislation: S. 489
The major piece of home health legislation pending before this Committee is S.

489, the Medicare Home' Health Amendments of 1979, sponsored by Senators Pack-
wood, Domenici and others. Briefly, S. 489 would: eliminate the 3-day prior hospital-
ization requirement; provide unlimited visits under both Parts A and B; establish
occupational therapy as a primary home health service; create regional intermediar-
ies specifically for home health services; empower the Secretary of HEW to monitor
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costs, set up agency reporting guidelines, establish uniform billing practices and
standards for home health aides; and test the concept of utilization review through
demonstration projects.

Our associations fully support this legislation and commend its sponsors for
developing a package of improvements which should be readily acceptable and
supported by Congress. The lack of controversy surrounding most of the provisions
of S. 489 should ensure its enactment and hence Congress will be able to take a
firm, incremental step in the direction of expanding home health benefits.

As discussed earlier in our statement, our Associations consider eliminating the
prior hospitalization requirement and the 100 visit limitations to be highly desirable
changes in the home health benefit structure. The combined costs of these alter-
ations would be minor ($25 million).

The provision of S. 489 relative to improving coverage of occupational therapy is
also beneficial. This provision makes occupational therapy a primary home health
service by essentially removing the requirement that the patient need either skilled
nursing care or physical or speech therapy to receive occupational therapy services.
The addition of occupational therapy as a primary service will permit elderly
persons who need the services of an occupational therapist so they may be able to
remain in their homes to receive other Medicare home health benefits. Again, the
cost of this improvement would also be minor ($2 to $5 million).

The creation of regional home health intermediaries is another important reform
contained in S. 489. Home health currently represents only about 2.5 percent of
most intermediaries' reimbursement loads and therefore receives little attention.
Regional intermediaries should permit the development of home health expertise
and thus encourage more consistent reimbursement practices for determining rea-
sonable and allowable costs as well as permit the application of uniform accounting
and reporting standards for detecting fraud and abuse. Our only caution in this area
is that, to foster unbiased auditing and reviews, providers should not be permitted
to nominate their own intermediaries. The supply by the intermediaries of con-
sumer information containing the addresses of home health service agencies in the
area and the comparative charges for services is an excellent idea. Such a "shopping
list" for elderly consumers should encourage cc'npetition among agencies.

With the creation of regional intermediaries, the opportunity exists for imple-
menting reimbursement reforms that will contain future cost increases. Undoubt-
edly, cost containment will become increasingly important as home health benefits
are expanded. Competition is probably the best mechanism for containing costs, but
until that perfect solution is achieved we would hope that elements of prenegotiated
fees and budgets be emphasized in home health reimbursement practices. Cost
guidelines for all specific home health care items (for instance, nursing costs per
hour or administrative costs per hour) should be utilized.

To our disappointment, the improvements in home health benefit coverage under
S. 489 are very limited in scope. We doubt that the suggested improvements would
have any significant impact on discouraging institutionalization nor would they
elevate home health benefits sufficiently to make home care a realistic alternative
to nursing li.rnps The removal of the skilled requirement, homebound requirement
and the ,:overage of homemaker/chore services would have to be added in order to
accomplish that goal.

This self-limiting legislation has been purposely circumscribed not due to lack of
concern for the elderly or lack of knowledge of the issue, but rather due to the
unavailability of the financial resources necessary to make a major expansion in
this area. We appreciate the budget constraints within which this Committee must
work and we understand quite well that the health care cost spiral has voraciously
consumed all available monies that could be channeled into benefit improvements
like home health care.

This Committee is on the verge of acting on a piece of legislation that can slow
this cost spiral significantly-S. 570, the 1979 Hospital Cost Containment Act. Our
Associations suggest that if enactment of S. 570 is achieved, then the necessary
funds in the form of cost-savings for the Medicare Program will become available to
expand the scope of S. 489 so that home health care can be made a viable alterna-
tive to institutionalization.

This reform would give us a major opportunity to begin skewing our health care
programs away from costly and undersirable institutions. It simply makes no sense
to throw automatically and unwillingly more and more resources into expensive,
acute-care settings. This is happening by virtue of the fact that we do not ade-
quately cover home care while we continue to reimburse hospitals on a cost-plus
basis. We hope this Committee will reverse this trend by moving boldly to expand
home health care coverage and by favorably approving S. 570.
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S. 421-Demonstration projects for training and employment of AFDC recipients as
homemaker/home health aides

Legislation (S. 421), introduced by Senators Talmadge, Inouye, Nunn and Matsun-
aga would help increase the supply of individuals available as homemaker/home
health aides primarily under the Medicaid Program. S. 421 would authorize demon-
stration projects in 12 states for five years. AFDC recipients would be trained in a
10 to 12 week program and would, upon completion of such a course, be available to
public and non-profit agencies to provide home health services. It is expected these
trained individuals would largely be used by state and local health departments
through the Medicaid and Title XX Programs.

Funding for these projects would be provided by Medicaid with 90 percent federal
matching of state costs. It is expected that there will be no net increase in Medicaid
outlays for these projects since cost savings would accrue from the increased preven-
tion of institutionalization resulting from the expanded supply of home health
benefits.

The main recipients of these services would be Medicaid beneficiaries since recipi-
ents of care must have incomes within 200 percent of the state's standard of need.
Some Medicare beneficiaries would be potentially eligible for these services al-
though most of the services provided would not be reimbursable under Medicare.
For those persons above the income standard, services could be purchased using a
sliding fee scale.

Our Associations support this legislation since it would help increase the supply
of properly-trained home health aides. We would hope, with proven success, the
program could eventually move from the level of a demonstration project to a
permanent program augmenting Medicaid in all fifty states. (Our earlier sugges-
tions on Medicaid home health care improvements are separate from the training
question and should be pursued along with S. 421.)

NEW currently has some input into the supply of home health services through
the efforts of the Public Health Service (PHS). PHS administers home health agency
developmental and expansion activities authorized under the 1975 Health Revenue
Sharing Act. Approximately $3 million was appropriated in fiscal year 1976 to start
or expand 15 developmental and 40 expansion projects in areas where home health
is either unavailable or insufficient. Just recently, however, the Administration
proposed as part of their fiscal year 1980 budget to cut drastically the level of
funding for these projects from the fiscal year 1979 level of $6 million to $804,000
(even though the authorization level for fiscal year i980 is $18 million). The Admin-
istration has once again demonstrated little sensitivity to the home health issue.

CONCLUSION
Home health care improvements would give us a major opportunity to begin

skewing our government health care programs away from costly and undesirable
institutionalization. It simply makes no sense to throw-automatically and unwill-
ingly-more and more resources into expensive, acute-care settings. This is happen-
ing by virtue of the fact that we do not adequately cover home care while we
continue to reimburse hospitals on a cost-plus basis. We hope this Committee will
reverse this trend by favorably approving S. 570 and then moving boldly to expand
home health care coverage.

Senator TALMADGE. Our final witness for the day is Betty
Duskin, director of research, National Council of Senior Citizens,
Inc. You may insert your full statement in the record, Ms. Duskin,
and summarize it.

STATEMENT OF BETTY DUSKIN, DIRECTOR OF RESEARCH,
NATIONAL COUNCIL OF SENIOR CITIZENS, INC.

Ms. DUSKIN. Mr. Chairman, members of the committee, I am
Betty Duskin, director of research of the National Council of Senior
Citizens.

The National Council is a nonprofit, nonpartisan organization
composed of 3,800 local clubs and state and area councils across the
country. We have testified on innumerable occasions on proposals
to provide adequate health care for all Americans. We are pleased



120

to be here today to present our views and suggestions regarding the
medicare and medicaid home health benefit programs.

Our organization has long advocated the use of home health
services-both to promote recovery from acute or episodic illness,
and to provide long-term care for persons chronically ill and dis-
abled. We know that older persons prefer to receive health and
supportive care in their own homes, rather than in an institution.
We know, too, that for many patients in-home services are less
expensive than either hospital or nursing home care.

It seems to us that medicare and medicaid should be designed so
as to encourage the use of home health services whenever it would
enable a patient to achieve recovery or maintain optimal health
and functioning, and whenever that mode of care is less costly than
others and is presumed to have equal benefit for the patient.

The tragedy is that at the present time only a fraction of the
medicare and medicaid recipients who could benefit from home
care actually receive it. It is most significant that in fiscal year
1976 and 1977 medicare spent only 2 percent of its total budget on
home health care. More importantly, in these same years, medic-
aid, the major source of public financing for long-term care, spent
only 1 percent of its budget on home health services; and more
than 75 percent of this was expended in a single State.

The major obstacle to home care-and the reason for much over-
all cost inefficiency-is the limited coverage available under both
medicare and medicaid. Under medicare, for example, eligibility
criteria for part A home health benefits require prior hospitaliza-
tion, thereby effectively eliminating the use of home care services
as an alternative to unnecessary hospitalization.

In addition, the lack of coverage for homemaker services under
both medicare part A and part B makes it impossible for many
persons who are without family and friends to utilize medicare
home health benefits. Moreover, the 100 visit limitation closes off
all opportunity for the chronically ill and disabled elderly to re-
ceive home care on a long-term basis under the medicare program.

This means that impaired elderly who do not meet medicaid
poverty guidelines generally have no choice but to spend down or
deplete their resources to the medicaid-eligible income level if they
wish to receive Government assistance for long-term care.

Yet, in many States, home health care coverage under medicaid
is no better than under medicare. It is true that medicaid home
health benefits theoretically are more flexible and comprehensive.
In order to receive benefits persons meeting medicaid s financial
eligibility requirements need only be eligible for a skilled nursing
home care facility-this means 21 years of age in most States--
and have a health-related problem for which a doctor has pre-
scribed home health care.

In addition, benefits are not limited to 100 visits and the reim-
bursable services inchde those of the nonskilled homemaker. How-
ever, in actual practice, the majority of States, still operating in
compliance with Federal statutory and regulatory law, provide only
a limited benefit package, making it virtually impossible for low-
income people to obtain long-term care outside of an institution.

Another serious problem affecting access to home health care is
the limited availability of federally certified providers. In the past
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decade, the number of certified agencies has increased by 70 per-
cent. Yet, for many sections of the country and large segments of
the population, home health providers are virtually nonexistent.
This is especially true for rural areas, particularly in the north-
central States. Moreover, even in those areas covered by a certified
home health agency, specific services may be unavailable, since the
majority of certified agencies do not offer the complete range of
services covered by medicare and medicaid.

Other problems in the delivery of home health care concern poor
service quality and inefficient administration. Because Federal law
mandates only that certified agencies provide skilled nursing plus
one additional service, patients requiring a range of home services
frequently are delivered care by several agencies in a fragmented
fashion without professional supervision or monitoring. Further, in
many States, homemakers and home health aides are inadequately
trained.

It is important to note that some of the same statutory provi-
sions which foster poor quality of care also promote excessive ad-
ministrative and indirect costs. This is because: Often several agen-
cies request reimbursement for a single patient, thus duplicating
billings and management staff; reimbursement methods, which
differ for the medicare and medicaid programs, are confusing and
complex; and, medicare reimburses on a cost-related basis, thereby
rewarding inefficient agency administration and uncoordinated and
overlapping service.

The National Council of Senior Citizens gives its full endorse-
ment to the home health benefit proposals contained in S. 505, S.
748, and S. 487 now pending before this committee. This removal of
the prior hospitalization requirement and 100 visit limit under
medicare Part A are essential steps toward the goal of improving
the provision of home health benefits.

So, too, are the establishment of training programs and stand-
ards for home health aides, and the inclusion of occupational ther-
apy as a primary service.

Not surprisingly, however, we do not believe these provisions
move far enough. In themselves, they will not assure that persons
who require home health care as part of a medical treatment plan
either to achieve recovery from illness, or to improve or maintain
optional functioning, will receive it. Nor will they reduce excessive
use of expensive resources.

The issue of home health care is an important one to the nation-
al council. As you know, the vast majority of Americans who are
chronically ill and impaired are elderl . Each year at the NCSC's
national legislative conference, our members express support for
certain health, social services, and housing proposals that would
assist them to function with maximum independence in their later
,years.

Our recommendation to improve the medicare and medicaid
home health benefit programs are as follows:

Medicare home health benefits should not be conditioned upon
the patient's need for skilled nursing care and strict confinement
to the home. In addition, benefits should cover homemaker as well
as home health services which, for administrative simplicity,
should be provided by the same home-care worker.
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Two, with respect to medicaid, States should either be provided
with incentives or expressly required to liberalize home health care
benefits and eligibility criteria to the extent already authorized by
Federal statute and regulation.

Three, both medicare and medicaid should provide coverage for
professional case management services to assess the total service
needs of the patient, prescribe an appropriate service plan, arrange
for the delivery of these services, and review the plan periodically
in order to add and subtract services as necessary. The case man-
agement service can assure that the service plan is both effective
and cost efficient.

Four, certified home health agencies should be required, over a
reasonable period of time, to offer all medicare and medicaid cov-
ered services in-house rather than by contract of other arrange-
ment. This policy, which will foster supervision and coordination of
services for individual clients, does not seem unreasonable given
the expected rise in caseload once benefit restrictions are limited.

Five, funds to start up certified home health agencies in under-
served areas should be increased to assure all Americans access to
quality home health care.

We hope that the comm.-tee, in its deliberations, will consider
these recommendations seriously. Thank you for allowing us the
opportunity to present our views.

Senator TALMADGE. Thank you very much, Ms. Duskin. I have
read, most of your statement. It is well thought out and compre-
hensive. I congratulate you on it.

I notice on page 2 you stated, more importantly in these years,
medicaid, a major source of public financing for long-term care,
spent only 1 percent of its budget on home health services, and
more than 75 percent of this was expended in a single State. What
State is that?

Ms. DUSKIN. I knew you were going to ask me that and I have
forgotten which State it is, Mr. Chairman.

Senator TALMADGE. Would California be a good guess?
Ms. DUSKIN. Probably that is a very good guess. However, the

correct State referred to is New York.
Senator TALMADGE. I think Mr. Kerschner is nodding his head

over there. Have I guessed it right?
Mr. KERSCHNER. You guessed it right.
Senator TALMADGE. I appreciate it very much.
Senator Packwood, any questions?
Senator PACKWOOD. No questions.
Senator TALMADGE. There being no further business coming

before the subcommittee, we stand in recess until 2:30 p.m. tomor-
row.

[Whereupon, at 5:05 p.m., the subcommittee recessed, to recon-
vene on Tuesday, May 22, 1979.]



MEDICARE AND MEDICAID HOME HEALTH
BENEFITS

TUESDAY, MAY 22, 1979

U.S. SENATE,
SUBCOMMITTEE ON HEALTH,

COMMITTEE ON FINANCE,
Washington, D.C

The subcommittee met, pursuant to notice, at 2:30 p.m. in room
2221, Dirksen Senate Office Building, Hon. Herman Talmadge
(chairman of the subcommittee) presiding.

Present: Senators Talmadge, Dole and Packwood.
Senator TALMADGE. The subcommittee will come to order.
This is the second day of our hearings to evaluate present and

prospective coverage of home health services under the medicare
and medicaid programs.

I thought yesterday's hearing was constructive and informative.
In testimony yesterday, the committee was asked to approve the

administration's hospital cost containment bill so that the savings
could be used to finance home health benefit liberalization.

Of course, it should be kept in mind that the medicare hospital
insurance program already has an actuarial deficit for the next 25
years of about $10 billion a year.

Enactment of the hospital cap proposal, with a 5-year sunset
provision, would still leave medicare-even under very optimistic
assumptions-with an actuarial deficit of $300 to $400 million a
year.

Once again, there just are no magic, easy answers.
Again, I hope that witnesses will observe the time limitations

established by the committee in order to hear the many witnesses
who are scheduled.

It is a pleasure this afternoon to welcome the distinguished
Senator from Vermont, Senator Leahy.

Senator, you may proceed in whatever manner you feel appropri-
ate.

Senator LEAHY. Thank you very much, Mr. Chairman. I have a
long statement that I would ask your permission to have my full
statement be a part of the record.

Senator TALMADGE. You may insert it in full in the record and
summarize it in any way you see fit.

Senator LEAHY. Thank you, sir.
(123)
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STATEMENT OF HON. PATRICK LEAHY, A U. S. SENATOR FROM
THE STATE OF VERMONT

Senator LEAHY. It is a privilege to be before the committee. I am
sorry that the reason that I am here is necessary, that is, that we
are having a hearing on the need to expand home health services
for the elderly and the disabled under medicare.

The Senate Finance Committee is considering several amend-
ments to the medicare program which it first considered and some
of which it approved way back in 1965. In 1979, its recommenda-
tions have still not been implemented.

We are all 14 years older, and there are 1 million more people
who have reached the age of 65 and who are eligible for medicare.
The Nation is graying fast, and we are not moving swiftly enough
to insure that the elderly's needs for short- and long-term care will
be met.

We have had hundreds of witnesses come before the Congress,
the House and Senate. They have testified not only that home
health care is more humane, it is often less costly than institution-
al care. Numerous studies, Federal and private, have shown that
home health services can reduce inappropriate, costly care in a
nursing home or hospital.

My own studies in this regard, my own observations in Vermont,
bear this out time and time again.

The Congressional Budget Office has reported that:
Ten to 20 percent of skilled nursing facility patients and 20 to 40 percent of

intermediate care facility residents are receiving unnecessarily high levels of care.
The Secretary of HEW, Mr. Califano, has stated that as many as

15 percent of the people in the Nation's acute hospitals alone do
not need to be there. This is costing Americans $7 million a day,
$2.6 billion a year.

The Secretary has stated that most of these people would be
better and more appropriately cared for at home or on an outpa-
tient basis.

I might say that this would be both at great economic and social
savings.

Now, in 1979, HEW sent to Congress the home health report that
it was mandated to develop pursuant to section 18 of Public Law
95-142. That report cost more than $60,000. It was several months
late. Surprisingly enough, it contained no recommendations for
legislative improvements in the home health program under medi-
care.

I cannot help but think, Mr. Chairman, of a farmer who was
sitting on his porch, glumly staring into space. A passerby called
out to him and said, "How's your cotton this year?"

He says, "Ain't got none. Afraid of boll weevils."
So he says, "What about your corn?"
"Season looked dry, so I didn't plant any."
The neighbor was puzzled and said, "What did you plant, then?"
"Nothing," said the farmer. "I am playing it safe."
I think HEW is playing it safe by not making any recommenda-

tions for the expansion of home health care benefits. HEW is not
the one to lose out as a result. It is going to be the thousands of
medicare beneficiaries who are hurt by this attitude.



125

In my testimony, I discuss my support for the various provisions
of S. 489, a bill which amends Title XVIII of the Social Security
Act to expand home health care services under medicare. I am
particularly supportive of the provision which would remove the
present medicare requirement that the recipient of home health
services, require skilled nursing, physical therapy, or speech pa-
thology in order to obtain the services of an occupational therapist
in the home.

Part of my testimony deals with a problem which if it persists,
might nullify any benefits this legislation could provide the elderly
and disabled. That is a problem of restrictive interpretations of
home health restrictions on intermediaries.

In order to be eligible for home health services under medicare,
they must be homebound, under the care of a physician, require
part-time skilled nursing, or speech therapy.

In Burlington, Vt. there is a man who is a quadraplegic, lives at
home. A home health aide visits him three times a week and
receives skilled care periodically. He is a highly motivated person.

With a specially equipped van, he is able to work 6 to 9 hours a
week in a bank. While at work, he has to be assisted by a visiting
nurse.

Officials interpreting the medicare regulations do not consider
him homebound because he is able to work part-time. In other
words, if he was not the least bit motivated to do anything for
himself and would stay home, he would be considered homebound
and reimbursed under medicare. If he were in a nursing home,
those services he requires would be paid for by medicare. Because,
notwithstanding the enormous difficulties he has, he wants to
make himself a useful part of the community, he is cut out.

Another woman was confined to the home, dependent on the use
of her walker. She had a diagnosis of degenerative arthritis with
decreased muscle tone, heart disease, depression. She attempted
outpatient physical therapy. It required too much assistance from
others. She was cited by a physician to receive home services.

Part of the therapeutic plan was to increase socialization. With
great effort, the use of a special bus for the handicapped and a
companion, she was able to attend the Senior Citizens Club for the
first time.

Reimbursement under medicare was then denied because she
was no longer considered essentially homebound, although she
needed a cane, a walker, a special bus, and a companion. A fairly
expensive social call that she paid as a part of her therapy.

Another thing, the care has to be intermittent. Let me tell you of
one case where a patient was discharged from the hospital, was to
be admitted to a skilled nursing facility, but the patient refused to
go to a nursing home and went home. He had a heart attack, was
recently diagnosed diabetic, insulin-dependent requiring daily care
initially of a nurse and an aide and reimbursement was denied
because care was too frequent and did not meet intermittent re-
quirements. This was contested by the billing staff, denied by the
intermediary, contested by the nurse, denied by the supervisor.

He was sent for further review, finally reversed and paid.
My testimony has example after example of where these things

have been done to really frustrate what we are trying to do under

48-611 0 - 79 - 9
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medicare. The guidelines clearly state that the condition of these
patients should be such that they have a normal inability to leave
home, and consequently leaving their home would require consider-
able and taxing effort.

The guidelines further state that the individual is expected to be
able to leave home without the assistance of a device or individual,
yet those people who really need all the help to leave home are
denied benefits. Denial of home health services to the elderly and
the disabled because of restrictive interpretations of Federal regu-
lations is an easy way to reduce the Federal health bill, but it is
not necessarily the just way. In the long run, I am not so sure it
saves money at all.

It is unfortunate that the medicare program is crisis rather than
prevention oriented. Our country arid our culture firmly believe. in
the concept of personal freedom and personal independence. There
are always going to be people who will require full-time care in an
institution. Those capable of remaining in their own homes should
have the right to stay there. We should do everything possible to
make it possible for them to do that.

I think, within this-I am looking at one aspect, as the Senator
from a very rural State-where people have very strong ties to
their community, they want to stay within their own homes where
they are better able to cope. Nonetheless, Mr. Chairman, much of
the material I have received raises the same questions in an urban
area and I think, while medicare-medicaid has been a very, very
valuable concept for this country, I question whether, the way that
the regulations are built up, whether people have forgotten what
the main purpose of it is.

So I have submitted my testimony. I would be glad to answer any
questions.

Senator TALMADGE. Thank you very much, Senator Leahy, for a
very fine statement.

Any questions?
Thank you. We appreciate it greatly.
[The prepared statement of Senator Leahy follows:]
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STATEMENT OF SENATOR PATRICK LEARY

Mr. Chairman:

Though it is my privilege to testify before this Committee today,

I am terribly sorry to be here. Sorry that yet one more hearing must

be held on the need to expand home health services for the elderly and

disabled under Medicare.

Today, the Senate Finance Committee is considering several amend-

ments to the Medicare program which it first considered and some of

which it approved way back in 1965. In 1979, its recommendations have

still not been implemented. We are all 14 years older, and there are

a million more people who have reached the age of 65 and who are

eligible for Medicare. The nation is "graying" fast, and we are not

moving swiftly enough to ensure that the elderly's needs for short and

long-term care will be met.

In the past decade, this Committee, the House Ways and Means

Committee, and the Senate and House Committees on Aging have held

dozens and months of hearings on home health care and other alternatives

to care in an institutional setting. Hundreds of witnesses have testi-

fied that not only is home health care more humane, it is often less

costly than institutional care. Numerous studies, federal and private,

have shown that home health services can reduce inappropriate, costly

care in a nursing home or hospital. A 1977 study of the General
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Accounting Office has found that, "Until older people become greatly

or extremely impaired, the cost of nursing home care exceeds the cost

of home care."

The Congressional Budget Office has reported that "10 to 20 percent

of skilled nursing facility patients and 20 to 40 percent of inter-

mediate care facility residents are receiving unnecessarily high levels

of care." These persons could be cared for in their homes if adequate

home health services were available in this nation.

The Secretary of the Department of HEW, Mr.' Joseph Califano, Jr.,

has stated that as many as 15 percent of the people in the nation's

acute hospitals alone do not need to be there. This is costing

Americans $7 million a day, $2.6 billion a year. Mr. Califano has

stated that most of these people would be better and more appropriately

cared for at home or on an outpatient basis.

It is interesting and sad to note that the Department of HEW has

historically been possessed by a schizophrenia, which at times recog-

nizes the need for alternatives to institutional care, but which is

extremely reluctant to do anything substantive about it.

Let me give you a few examples. At a 1975 hearing before the House

Select Committee on Aging, an HEW spokesman stated, "Our principle

objective is to develop a full range of alternatives for those who

do not need institutional care . . . Home health care programs have

demonstrated an ability to expand the capacity of a (health) delivery

system by providing necessary care while conserving scarce and costly

resources, both institutional and professional."

A report issued by the Department of HEW in April, 1975, that same

year stated, "While the assertion of the efficacy of alternatives may
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well be fiscally and socially sound . . . it is equally clear that

no comprehensive examination of the subject has.been conducted to date.

Accordingly, to proceed with the development of a national policy, to

encourage or stipulate a major increase in resources and activity, is

a risky venture in the absence of more definitive verification of the

supposition."

This report goes on to say, "on the other hand, the social an-

economic pressures for the urgent development of alternatives arc also

increasing. Any delay in the implementation of a federal policy

which is addressed to the issues, may be costly in money and in the

health and comfort of thousands of older people."

In 1977, we could not have a national policy developed for home

health services again because, "Existing data are not adequate to

determine whether increased utilization of home care would decrease or

increase Medicare program costs." The then Administrator of the Health

Care Financing Administration, Mr. Robert Derzon, goes on to say, that

"in our view, this (lack of data) has contributed to a delay in

effective policy-making." That is one statement on which I am sure

most people can agree. At that 1977 hearing before the Senate

Committee on Aging, the Committee was rold that HEW would issue

recommendations in the next several months.

Well, in 1978, we didn't get those recommendations. In hearings

before the House Aging Committee, the Administrator of HCFA stated

that it was in the process of preparing a report in the area of home

health and alternative long-term care pursuant to Section 18 of Public

Law 95-142. This is the infamous H.R. 3 report. In 1978, the excuse
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again was that, "in the absence of these analyses, experience shows

that care ought to be taken in steps which seek'to improve the

appropriate utilization of home health services,"

The Administrator promised, "The Department is moving ahead to

develop a comprehensive national home health policy for consideration

by Congress and at the request of Congress . . . a report will be

submitted to Congress no later than October 25, 1978." No later than

October, 1978, became early to mid-1979, and the long-awaited $62,000

report made no legislative recommendations, "primarily because of

budget constraints in addition to serious questions , , . In order to

analyze these and other questions, the Department plans to undertake

in FY80, a major research effort in the in-home services."

And only yesterday, I understand the current Administrator of the

Health Care Financing Administration stated that, "We need more

information and a better understanding of these programs,"

I cannot help being reminded of the story of the farmer who was

sitting on his porch, glumly staring into space, when a passerby called

to him, "How's your cotton this year?" -.

"Ain't got none," answered the farmer. "Afraid of boll weevils."

"Well what about your corn?" asked the passerby.

"Season looked dry, so I didn't plant none."

The stranger was puzzled, and asked, "What did you plant then?"

"Nuthin'," said the farmer. "I'm playing it safe,"

HEW is playing it safe by not making any recommendations for the

expansion of home health care benefits. HEW is not the one to lose

out as a result. It is the thousands of Medicare beneficiaries who

are hurt by this attitude, While HEW's data are indefinite, their
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is not. As HEW files away its statistics in an old metal drawer, or

shuffles them about, so are the elderly and disabled filed into

institutions and shuffled around the health care system.

While HEW opposes legislative changes in the Medicare program for

home health services as a result of budgetary restraints, I feel it is

for this very same reason that we should expand home health services.

A dismal one percent of the Medicare budget supports home health

services with the vast majority remaining going to more expensive

institutional care.

The legislation before the Senate Finance Committee is not costly.

The Congressional Budget Office has estimated its total cost at

approximately $18 million.

This legislation will increase home health benefits for the

elderly and disabled under Medicare. It also includes provisions to

assure a more efficient and economical administration of home health

benefits.

The Bill would remove the current requirement under Medicare that

recipients of home health care be hospitalized for three consecutive

days prior to receiving in-home health services. The current require-

ment has resulted in the unnecessary and costly hospitalization of

many elderly people. The present requirement can create a ping-pong

effect where a patient goes to a hospital for three days to be eligible

for home health, and then returns to the hospital after having exhausted

the allowable number of benefits. The removal of the three-day prior

hospitalization requirement is especially important in view of our

need to contain hospital costs wherever and whenever possible. Its

removal would benefit an estimated 1.1 million people.
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This legislation, S. 489, would increase the number of home

health visits under Medicare Parts A and B (hospital and medical

insurance). Medicare beneficiaries are presently limited to 100

visits under each part.

This improvement in the Medicare program will not be costly.

Apprcxinately two percent of Medicare beneficiaries exhaust the total

number of allowable visits. Yet removing the visit limitation may

result in keeping this small percentage of individuals who are in need

of additional care in their homes.

An important provision of S. 489 concerns Medicare reimbursement

for occupational therapy. Occupational therapy is a rehabilitative

service which is used extensively in the medical management of patients

who suffer from strokes, heart attacks, cancer, diabetes, and other

debilitating conditions. Occupational therapists work with their

patients to assist in and speed their recovery or teach them compensa-

tory techniques for daily life independence if disability is permanent.

Occupational therapy is a reimbursable service under the Medicare

program when rendered to inpatients in hospitals and skilled nursing

facilities, outpatients in clinics attached to approved hospitals and

recipients of home health care. A serious restriction on occupational

therapy sofvices occurs in the home health area. "ere a patient must

require skilled nursing care, physical therapy or speech therapy before

reimbursement for occupational therapy can be provided. fbLi: current

restriction is unfair and unrealistic. It frequently Jenies necessary

services for those elderly or disabled citizens who require occupational

therapy to remain independent at home and avoid placement in a hospital

A
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or skilled nursing facility. I fully support this provision and would

support Medicare coverage of occupational therapy in approved free-

standing clinics, although the latter is not covered under S. 489.

The Senate Finance Committee has unanimously accepted these particular

provisions on two occasions in the past, and the full Senate has three

times approved them.

S. 489 also makes several major administrative improvements in the

home health care program. Most notably, it further recognizes the

significant role that nurse practitioners and physician assistants play

in the delivery of health care in rural areas. This Bill would allow

nurse practitioners and physician assistants who are under the general

supervision of a physician, to establish a plan of care for home health

patients living in rural areas.

The Rural Health Clinic Services Act, which Senator Dick Clark and

I sponsored in the 95th Congress, has already accomplished a great deal

toward alleviating the problems of health delivery in rural areas.

Under Medicare and Medicaid the Act provides for the reimbursement of

services rendered by physician assistants and nurse practitioners in

clinics in rural, medically underserved areas. The Rural Health Clinic

Services Act also provides for the reimbursement of the services of

visiting nurses rendered to homebound patients in rural areas in which

there is a shortage of home health agencies.

This provision of S. 489 is especially important in that it has

been estimated that over 50 percent of the rural elderly suffer from

continued poor health, 87 percent of rural elderly suffer from some

form of chronic illness, and 36 percent of these are compelled to

restrict their activities. Further, of the 340 counties in the United
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States which do not have a home health agency, all are rural.

I believe that a minimum set of standards should be established

for the training of home health aides. S. 489 would allow the Secretary

to establish a set of uniform standards. Because uniform standards do

not always reflect the particular concerns and needs of rural citizens,

however, I would support a plan whereby the Secretary could approve or

disapprove of a state's plan for home health aide training.

I believe that utilization review is a concept which should be

applied to home health agencies. This is already the case in my own

State of Vermont.

One section of S. 489 with which I disagree is the establishment

of a uniform reporting system for the billing of a home patient on

a bi-monthly basis. While I agree that patients should be adequately

informed as to the types of services provided, and other such information,

to do this on a bi-monthly basis would impose a great administrative

burden on rural and small home health agencies which serve a geographi-

cally diffuse population. Some home health agencies in Vermont are

already expending 30 percent of their time on "paperwork" and this takes

time away from patient care.

S. 489 also addresses the present inequity in administrative and

reimbursement practices for home health care by requiring the Secretary

of HEW to designate regional intermediaries specifically for home health

care. There have been great disparities in reimbursement practices for

home health care in this nation. This is partly due to the fact that

home health service claims represent a low-volume item for most fiscal

intermediaries. Often they do not have the time, nor skills to do an

adequate review of home health claims. It is my sincere hope that the
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nature of home health practice, whether urban or rural, will be taken

into consideration when regional intermediaries.are designated.

Mr. Chairman, I would now like to discuss a problem which, if it

persists, might nullify any benefits this legislation could potentially

provide. The problem of restrictive interpretation of regulations on

the part of intermediaries and on the part of HEW is obviously one

that has affected many states, as evidenced by the May, 1979 resolution

of the National League for Nursing that, "the membership of this

convention (should) request the Board of Directors of the National

League for Nursing to write to the Secretary of HEW requesting the

creation of a task force with representation of the Council of Home

Health Agencies and Community Health Services to review and make

recommendations on the interpretation of the (home health) reimburse-

ment regulations." 
I

As you know, Medicare beneficiaries must be homebound, under the

care of a physician and require part-time or intermittent skilled

nursing and/or physical or speech therapy to receive home health

services. The problems arise when intermediaries interpret what

constitutes "homebound" "skilled nursing" services, and "intermittent

care", to name a few.

Let me give you a few examples. Marcel Carrier, a quadraplegic,

lives at home. A home health aide visits him three times a week, and

he receives skilled care periodically. He is a highly motivated person

who, with great effort, including a specially equipped van, is able to

go to work for six to nine hours a week in a bank. While at work, he

must be assisted by a nurse or nurse's aide. Officials interpreting



136

the Medicare regulations do not consider Mr. Carrier homebound because

he is able to work part-time. Were Mr. Carrier.an unmotivated person,

he'd be considered homebound and reimbursed. The greatest irony of

it all is that were Mr. Carrier in a nursing home, the services he

requires would, of course, be paid by Medicare.

The Medicare guidelines clearly state that "the condition of

these patients should be such that there exists a normal inability to

leave home, and consequently, leaving their homes should require a

considerable and taxing effort." The guidelines further state that

the individual is expected to be unable to leave home without the

assistance of a device or individual. If Mr. Carrier is not essentially

homebound, I'd like to know who is.

Another Vermonter was confined to her home and dependent on the

use of a walker. She had a diagnosis of degenerative arthritis with

decreased muscle tone, heart disease and depression. She had attempted

outpatient physical therapy after hospitalization but required too much

assistance from others to get out of her home, and the effort was

extremely taxing. It was decided by her physician that she should

receive home services. Part of the therapeutic plan was to encourage

socialization. With great effort, use of the special bus for the

handicapped and a companion, she was able to attend the Senior

Citizens Club for the first time. Reimbursement under Medicare was

then denied for she was not considered essentially homebound, though

she needed a cane, a walker, special bus, and a companion. This was

an expensive social call for this woman.
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In another realm, according to Medicare regulations and statute,

care must be intermittent, that is usually for a few hours a day,

several times a week and occasionally for short periods of intense

care. Let me give you an example of where Medicare coverage was

denied in this instance. A patient was discharged from the hospital

and was to be admitted to a skilled nursing facility, but the patient

refused to go to a nursing home and was sent home. The patient had a

heart attack and was a recently diagnosed diabetic, insulin dependent,

requiring daily care initially of both a nurse and an aide. Reimburse-

ment was denied because care was too frequent and did not meet inter-

mittent requirements. This was contested by the billing staff and

denied by the intermediary, contested by the nurse, and denied by the

supervisor and other personnel. It was sent for further review and

finally reversed and paid. A great deal of time, energy, and frustration

to erode the value of the services the home health agency was struggling

to provide.

Medicare coverage for the terminally ill is often denied reimburse-

ment by intermediaries for several reasons: that the care rendered was

"too custodial" that is, maintenance care, that the care which was

rendered was oh "too frequent" a basis. Part of this problem has

resulted from the acute care orientation of Medicare. As soon as a

patient is stablized, Medicare reimbursement is denied. What happens

is that the condition of some patients deteriorates, and further

hospital admissions are required and further intensive home services.

Monitoring and evaluation visits should be covered under Medicare.



138

Some of the regulations governing Medicare home health reimburse-

ment require more than medical knowledge to interpret. Home health

agency nurses are expected to be modern day Solomons. Regulations

state that documentation for Medicare home health claims must show

"that the reasonable probability exists that significant changes may

occur, that there is a medically predictable recurring need for

skilled care, that care is reasonable and necessary. The range of

differing opinions as to whether a patient requires "skilled nursing

care" is tremendous."

Let me share with you one final example of difficulties in

regulation interpretations. One agency in Vermont received a letter

from its intermediary saying that services it provided to a terminally

ill patient were "too skilled" for home health agency level of care,

and that the patient belonged in a hospital. The family, the physician,

the patient, and the nurse had determined that home care was appropriate

for this person. The decision was appealed in the Region I Office of

HEW. In rejecting the claim for coverage HEW stated, "We note that the

American Nurses Association standards of nursing practice Standard 2,

Assessment Factors Area calls for the nurse to compare the patient's

health status to the norm and to determine the deviation and the

direction of the deviation from the norm, and to identify the patient's

capabilities and limitations, and to make diagnosis related to and

congruent with the diagnosis of all the other professionals caring for

the client patient. We believe that these are services primarily

reserved to the physician, except in highly structured, closely super-

vised situations, such as a hospital intensive care situation." This

letter was not written by a physician or a nurse. I question whether

HEW has the right to dispute with the definition of professional

nursing practice.
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A local Vermont physician, who is also Chairman of the Utilization

Review Committee for the local hospital, wrote in the Agency's defense,

"I have been appalled at the capricious, irrational, inconsistent, and

destructive review procedures that this home health agency has been

subjected to in the past few months. Many of the patients denied

coverage for services were acutely ill and could not have survived in

their home environments without the assistance and supervision of home

health nurses.

"One particularly troubling interpretation of "proper utilization"

has been invoked to deny coverage. This has been to state that these

nurses have been providing services that should have been provided by

a physician. This group of nurses possess a high level of professional

nursing proficiency. They are closely supervised and maintain close

contact with referring physicians. In several cases with which I have

been directly involved, coverage was denied on this ground in spite of

the fact that I specifically requested the services, relied on the

nurses' findings, and utilized these nurses to provide care for people

with unstable illnesses. If I, who was directly supervising the

clinical situation, did not feel'that the nurse was practicing beyond

her ability, how could a reviewer legitimately reach this conclusion

and deny essential services?"

This particular agency in the six-month period beginning in

January, 1978, had as many home health Medicare claims denied as it

had in the entire seven-year period before.

Mr. Chairman, the denial of home health services to the elderly

and disabled because of restrictive interpretations of federal

regulations, is an easy way to reduce the federal health bill. But
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it is not necessarily the just way. It is unfortunate that the

Medicare program encourages institutional care father than home

health care, despite studies which have shown home health care to be

less costly and certainly more humane.

While the legislation I have sponsored with Senators Domenici,

Packwood, and Chiles is not perfect in that even more expansion of

home care would be desirable, I feel that it is a major beginning

toward reversing the institutional bias which prevents the Medicare

program from meeting the health needs of Older Americans and the

nation's disabled.

Our country, our culture, strongly believes in the family life,

the homelife, the concept of personal freedom and personal independence.

While there will always be persons who require full-time care in an

institution, those capable of remaining in their own homes should have

the freedom, the right to choose where they shall be cared for.

Mr. Chairman, because Vermont is the third highest utilizer of

home health in the nation, I ask that the testimony of the following

Vermont organizations be submitted into this hearing-record: Vermont

Assembly of Home Health Agencies, Vermont Department of Health, Vermont

Department of Social Welfare, the Orleans and Northern Essex Home Health

Agency.

I further request that the hearing record be kept open until such

time as I have received and have had an opportunity to review and

comment on the recommendations which the Public Health Service made to

the Health Care Financing Administration on home health policy. It is

my understanding that the Public Health Service addressed several of

the areas of concern I have mentioned today, and that the Health Care

Financing Administration did not accept these recommendations.

I appreciate having had the opportunity to testify before you today,

and I encourage you wholeheartedly to adopt the provisions of S. 489,

amendments to Title XVIII of the Social Security Act.
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Vwwnt Aum.M o4 licam n6 ~i~tAqz4wd, 9m.4
37 School Street Td.wxm - ( id (02) 49-1*0 229-0579
?ontelier, VU VE.,ONT 05W 05602

May 18, 1979

Senator Patrick J. Leahy
1203 Dirksen Building
United States Senate
Washington, D.C. 20510

Re: S489

Dear senator LeaIhy:

The Vermont Assembly of Bome Eealth Agencies wants to express
its appreciation for the efforts being made on behalf of home
health, and to express Its overall support for $489.

The biU reflects a variety 9f issues and the Dosrd did have
several concerns regerding the following:

Nurse practitioners

- regarding the issue of allowing nurse practitioners "... and
physitian assistants, under the general supervision of a pty-
sician, to establish a plan of care for bome health patients
living in rural areas." The Assembly questions the legality
relative to state nursing and medical practice acts.

M~A training

The Assembly questions whether it wouldn't be better for in-
dividual states to set their own training standards rather
than mandating federal standards which might not be uniformly
applicable.

The proposed uniform reporting system appears cumbersome in
the spjtcifics it requires,i.e. the provider's name, time of
day of visit. If adequate Tationale vere given for these
items, the Assembly would consider supporting them. The
Assembly, however, cannot support the system being on a bi-
monthly basis. The neoeseity of report in every two weeks -

would add a considerable burden to our home health agencies.

48-611 0 - 79 - 10
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Demonstration project

The Assembly not only supports the concept of i5 . -

Swg for homne hestt, but all ageaoies in Vermont already have . ',--
f iportiisg progre=9 in place. If this is not so in the

rest of the country we support the concept of developing it.
Our objection would be to duplicate existing efforts.

As requested, the Assenbly Board also discussed probleas with
the current Medicare regulations. Basically the Assembly sp-
ports coz-ents already made by several of its individual ien-
ber; to be specific:

1. There is grave concern over the currant interpreta-
tions of regulations by the intermediary. They are
not only very restrictive but seem to represent some
arbitrary changes in previous interpretations. Pri-
marily these include Interpretations of the terms
"skilled nurrsin,6 Obomebound winternittent care,o
"preventive," and "maintenance." All of these terms
have impact on our reimbarsement for services pro-
sided within the lizits of current regulations.

Examples of problems include:

a. designating soie care ts "too skl12ed"

b. not considering assessment and pbyIcal
era-Inations to be "skilled nursi_"

o. considering trips to physicieza' offices
to render a patient non-3omebou.nd

d. daily visits for treatments are rejected as
not being intermittent

e. terminal care is denied as being maintenance

f.. some treatments being considered preventive -
case cited - physical therapy visits to pre-
vent contracturee. Payment would be possible
to pay for treatment of contractures. The
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treatment would be more costly and painful
for the patient than the prevention.

2. The results of these changed interpretations are
having significant financial impact on agencies'
abilities to provide care as a result oft

a. lose of waivers

b. denial of payment for services rendered.

One other frustration is the refusal of the inter-
mediary to acknowledge these interpretations as
changes.

4. The Assembly also vould like to document its con-
cern for the ability of home health to expand or
Increase its capabilities to provide alternatives
to institutionalization unless there is a change in
the overall commitment of the Nedicare program. The
current regulatious restrict -care to treatment of
acute illness only. In order to decrease institu-
tionalization (and therefore - cost of health care)
Medicare regulations must address hotel treatment of
the chronically ill and disabled, and preventive care.

Sincerely,

a F. Taylor
Administrator
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STATE OF VE"ONT
AGENCy OFf Hupu St riCEs

btn riT'fr or socia. W.J.APg

MONrPOXJE 05405

Xi y 18, 1919

Tz* Honorable Patrick J. Ixeby
T',_ United States Senate
1203 Dirksen Office Building
Washington, D.C. 20510

Dear Senator Leahy:

As you are aware, the Vermont Departmet of Social Welfare and the
Vermont Professional Standards Reviev Organization have worked together
under a Medicaid Deonstration Project during the past two years. One
of the purposes of this project was to conduct an intensive review of
patients in nursing hoes in order to assess (1) the needs of those
patients; (2) the quality of services rendered to meet those needs, and
(3) each patient's potential for discharge into a home care situation.
The results of this actvity tended to confirm something we have always
suspected was tre: that for a significant percentage of patients in
Ver t nursing hones - perhaps as high as 10-202 - the necessity for
losuitutionAliztio is nor a fuetion of cedlcal care naageoent alone,
but also a function of the availablity of home suppo resources. The
at-nt to which the latter of these two functions determines the decision
t "institutioALIse" a patient is difficult to easnw , but the fact
that It operates to any significant degree is disturbing when Verot's
nursing home beds are in excess of 95Z occupancy and several Vermont
hospitals have patients "backing-up" while aaiting appropriate nursing
bmw placement. In addition, recent surveys of com nity care boes by
rbe State Departments of HleaLth, and SoctaL and Rehabilitation Services,
sgest that there are a numer of residents of these faclities whose -

eqical needs are ot ow a&deuately Imged, thus placing thei at great
risk of hospitalization. Even vwe we are stucessful at discharging a
peant back Lao the "commxitY", the lack of a well organized, an4
eLl funded, rwsoulrce to be accountable for meeting that patient's needs

cas often spell 'rapid deterioration and subsequent re-InstitutionAlization.
Such a sequence ok,evants raises the legitimate question as to whet er -

it might not have been better to leave the patient in the institution in
the first place. County heaed accountability for establshin and r

saying patient plans of care is an imort~at prereqtdite for sexi sring
independent U Lag potential &ad Insuring continuity. Use of nurse
ptratitioners and physician aistants in thlis contest should be explored.
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There is no one simple answer to this problem, but we do believe that a
strong and accountable hooe health network is a major part of the solution.
Ve are taking steps within the Verzmt Mdicoid program to test this
preposition. The test will be characterized by removing as ouch regiu-
latory constraint as possible from Kedicald home health reinbursements
while still retaining a financial "cap". We intend to create a home
health program wherein selected agencies will have considerable freedom
to deterine the scope and frequency of hone health benefits for patients
defined as "at risk" of inatitutionalization. The quality and necessity
of services rendered will be carefully monitored by the State Health
Department, and comparison will be made to the relative cost and results
of keeping a simLar mix of patients in a nursing bore.

Unfortunately, Medicaid by itself cannot have a large impact on hooe
health services. M edicaid's responsibility end subsequent concern for
the care of the chronically ill has not been matched by Medicare, which
tends to tailor it's home health policy to acute illness only. In the
area of home health, If no other, it see" to make sense to consider
broadening Medicare benefits to match the coverage possible under edi-
caid. This would ultimately mean not only adopting the provisions of
S.489 with reSard to scope and duration of benefits, but also considering
relief froa the restrictions on "honeboundnesse and "skilled service".
We are realistic enough to recognize the volume of increased expenditures
which could occur in the Medicare program as a result of dropping those
latter restrictions, however, ve do believe that careful program planning

m can save us money In future years. if It were done, certaiuly some
additional methodology would be required in order to keep effective
controls on expenditures. A combined )iedicareM-dicald project conducted
under carefully controlled circumstances in a limited geographic are&,
would have the potential of truly testing the potential impact of a ell
organized hoe health system.

We further suggest that the administrative and billing requirements be
cArefully tailored to place as little "paper work" burden as possible on
the home health agencies. Such burdens are a real problem in rural
areas served by smaller home health aercies which must cover a geo-
graphically diffuse population. Although we do support having both Part
A and Part I coverage paid by the sa80 fiscal intermediary, we do not
believe that the concept of a regional fiscal intermediary and twice-a-
month billing contributes to more efficient delivery of services or to
cost effectiveness.

This is not suggesting an unbridled expansion of home health benefits
with no regard paid to the cost or potential abuse of such services. We
unequivocably support the need to exane the quality and necessity of
boe health services and the need to employ strict analyses of expenditures
as reflected In S.89. It is to suggest that by working together we
could construct a more imjinative Federal/State approach to ho e health

care than we have evidenced La the past. Certainly S.489 takes a step

in the right direction, and we offer the possibility of the State of

Vermont's being used as a test area see if still another step night be
feasible.

David M. Wilson
Coanissioner

Dw/rfs
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DEPARTMEN'TOF HEALTH
0 MAIN SYH1EET

STTE BURLINGTOM, VERMONT 05101STATC OF V£RM~ONr
£PC-¢Y OP HU AN saV1 -~us . [(.) at,ea'

P ay 17, 197-)

The Honorable Patrick J. Leahy
United States Senate
Washington, 0. C. 20510

Dear Senator Leahy:

Thank you for the opportunity to cor-ent on S.489 which you and Senator
Donenicilhave introduced. Dr. Novick and I have discussed S.489, and he
has requested that I reply in his behalf. As Home Health legislation has
not been revised since 1975, it is appropriate that legislation be intro-
duced to more clearly defirr the paraesers and quality assuraTlit aspects
of Home Health Services.

Hy comments are as follows:

1. Elimination of 3-day prior hospital requirement

I fully subscribe to this revision. Not only will it decrease the burden
placed on an individual, It will also save the cost of a 3-day hospital
charge, whitch is unnecessary in nany cases and done just to meet current
regulations.

2. Unliited Hone Health Visits Under Parts A and B

Again, I fully support this change.

S. Occupational Therapy

This revision would permit expanded utilization of this servi c, which In
many cases could assist clients to achieve a higher degree of independence
in activities of daily living. If other Skilled services are being provided,
a mechanism musa be in place which insures this service is integrated into
the patient's total care plan.

4. Physicians Assistants and Nurse Practitioners

In general. I support this concept. However, caution should be talen in
defining the parameters of practice. The role of these physicians extenders
must be clearly stated to that the follewng conditions do not occur: the role-,
of the physician is usurped, the physici-n extenders practice outside tHe

A
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framework of their licenses, and overutiliiation of these series is
permitted to occur.

S. Regional Intermediaries

The present system works well for Vermont. We have not encountered any
problems dealing with our fiscal intermediary. In fact, we have found them
to be very specific in addressing any questionable charges. Therefore, we
would support continuation of our present arrangene-nt.

6. Training for Home Health Aides

An excellent proposal, it will provide uniformity of service and assure some
aspects of performance standards. It is my understandinS that DXIV is field-
testing a model curriculum developed by The National Council for Homeaker-
Home Health Aide Services. Results of this demonstrAtion nay proyde a basis
for any training program that might be developed for approval.

7. Demonstration Projects for Utilization Review

This is a timely recommendation.

8. Duties of the Secretary

Items I through S are all consistent in providing the Health Care System
with necessary evaluation tools and cost containment processes as relates
to Home Health Services. However, I question whether bi-monthly billing,
as descried in Item 6, will achieve its stated purposes. The ouzerent
billing method works well in Vermont. Some of our smaller Agencies can
presently accomplish this with part-time help. If the paperwork burden is

.increased, it will necessitate increasing costs at the local level which
will result It Increased cost to the patient or third-party payer. Therefore,
I question if this requirement will reduce cost or will, irrfact, increase it.

As S. 489 is currently under consideration, I respectfully request that
consideration be given to eliminating the homebound and Skilled Nursing
requirements so that Home Health Services can have aore flexibility in meeting
the needs of the long-term chronically-ill population,.which at present is
not receiving the attention it deserves.

Thank you again for the opportunity to respond to this proposed legislation.
If you should have amy questions regarding my reply, please do not hesitate
to contact me.

Sincerely, 1, .

Carolyn 3. Harris
Chief, Medical Care Facilities
c-,

cc - Lloyd F. Novick, M.D., Corwissioner
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(E ~~Orleans and Northern Essex A'
Home "HYealth Agency, Inc.

Newport, Vermont 05855
r.. , ,,,.6, ..,,.oTel 80Z'/339.7897

.1111.. C 'a.... may 11, 1979

Patrick J. Leahy,
United States Senator
United States Senate
Committee on Appropriations
Washington, D.C. 20510

Dear Senator Leahy:

The Orleans & Northern Essex Home Health Agency has
been providing services for the past 10 yea-rs in an area
which is economically deprived and is most rural in nature.
In many instances, communities have available to them, onl
the services of home health. We have a population that
readily accepts receiving care in the home. Despite the
above, home health care is sever_ N hampered for several
reasons; those I will list aoTF Our agency employs
10 staff nurses to cover our assigned territory. It is dis-
tressing to find that only 70% of their time can be utilized
for care, the remainder of time on "paper" work. We are
further frustrated by the fact that although we employ
highly qualified professionals, the decision for level of
care, or, in fact, if care is needed at all, is made by the
whim of the staff of our intermediary several miles from the
actual setting of care.

We are pleased that you, along with your colleagues, are
looking into the home health delivery system and how to
better utilize it. We certainly support your efforts.

Our comments on Bill 8.489 are as follows:

1. Support removal of 3 day hospital requirement for
home health services, without limiting number of
visits available.

2. Training requirements for home health aides by
Secretary of HEW. Feel this could be harmful and
would not necessarily meet needs of individual
states or localities. Better this type of regul-
ation be left to individual states. Home Health
has demonstrated its ability to deal with this
locally (ie. Vermont developed criteria and
standards for training aides).

3. Utilization review for home health. Strongly
support that utilization process be available,
however, feel presently that home health is
carrying out Utilization Review. Our agency has
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Orleans and Northern Essex
Home Health Agency, Inc.

103 Main Street
Newport, Vermont 05855 1.,L,,-,.99 R.M

Tel. 802/334-7897

a review team made up of membership of professionals
not involved in the agency. This is carried out
quarterly with written report of findings sub-
mitted to the Board. Someone has to pay for reg-
ulatory activities carried out by our government,
and this increases indirectly the cost of all
direct services.

4. Billing System: We certainly support a uniform
billing system for home health, however, to impose
a bimonthly system on agencies the size of ours
would increase our support costs dramatically. We
question the necessity of this. Also, the additional
documentation of time of service, lenrt of visit
and to specify wha-tnurse are additional items that
must be monitored for completeness, etc. on both
daysheets and billing forms. Again, the value for
this information in relation to the increased cost
of carrying out is questionable.

5. Establishment of "Reasonable Cost Guidelines". The
problem of such guides is determining what is reason-
able for the multi locales that provide home care.
We have found that our agency must pay premium prices
for specialties if we desire to provide speech and
physical therapy. In addition, line items such as
mentioned in the Congressional Record (ie. gas) are
tightly controlled by local charges, distance to
provide services, and square miles in Agency catch-
ment area. Both the wage scale and the benefit pack-
age of our agency has been lower than that of the
State Nursing Service (Health Department). Disclosure
of items mentioned is already carried out by our
agency.

If the intent is to support the concept of providing
care in the homes as a rational approach to conservation of
health dollars and in maintaining "quality of life" for
persons capable of remaining in their homes, we propose the
following:

1. Removal of the word "skilled" from nursing service.
All nursing care is skilled.
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Orleans and Northern Essex
Home Health Agency, Inc.

103 M;Ji Street

Newport, Vermont 05855 ':,W"S5,RN
Me. ,,Tel. 802/334-7897

p I TprJ

2. Providing reimbursement for services provided for
the terminally ill in-the home.

3. Removal of the restriction of homeboundn" and allow
for office visits at a reduced charge.

4. Remove the authority of intermediary to summarily
aeny claims when local physicians certify care is
needed. Also, the ability of intermediary to deter-
mine length of stay a person needs with home health.

In summary, we support any efforts that will strengthen
the delivery system of home care services. Our society has
allowed the development and support of systems that isolate
the patient from his environment, his family and himself.
It is of utmost importance to support our system in a manner
that contlues the strengths inherent in our system and
addresses th at curtail the services we are
capabl 2 -oproviding. Alreak4y, we are burdened with restric-
tive regulations and documentation of compliance of same.agency expended 30% of its professional hours on
documentation of services provided. We are proud of our

io o provide quality care. -

We thank you for your support enabling us to continue
this tradition.

Sincerely,

Nancy Lillicrap,
Executive Director

NL/bhh

en.
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Senator TALMADGE. We have a long list of witnesses this morn-
ing. We will be interrupted, I know, with votes from time to time.
It will be necessary to restrict witnesses to 6 minutes.

The next witness is Ms. Ruth E. Coan, director, alternative
health services project, State of Georgia, Department of Medical
Assistance.

Ms. Coan, we are delighted to see you and appreciate your
coming up. I know what a fine job you are doing in my home State.
I am very proud of it.

Ms. COAN. I appreciate the assistance you have given to us.
Senator TALMADGE. You may put your full statement in the

record.

STATEMENT OF RUTH E. COAN, DIRECTOR, ALTERNATIVE
HEALTH SERVICES PROJECT, STATE OF GEORGIA DEPART-
MENT OF MEDICAL ASSISTANCE
Ms. COAN. Thank you, Senator Talmadge. Your interest in the

provision of quality home health care has been gratifying.
My name is Ruth Coan. I am director of the alternative health

services project which is sponsored by the Georgia Department of
Medical Assistance.

What I would like to do today, is to first provide an historical
overview of the project's development and then, based on experi-
ence with implementing this project, I would like to make some
general recommendations with regard to what we believe to be the
necessary elements for the provision of quality, and cost-effective
community-based health care.

Georgia Governor George Busby, in 1975, identified several con-
founding medicaid problems. First, there were spiralling medicaid
costs. Second, a disproportionate share of the medicaid dollar was
being spent on a very small percentage of Georgia's population.
And, third, national statistics were indicating that up to 40 percent
of the persons in nursing homes actually did not need this care, but
were seeking nursing home care simply because there were no
other alternative available to them.

As a result, Governor Busbee sought from HEW an 1115 waiver
to allow the State to implement a new project which could address
some of these issues. The waiver that was granted allows the State
of Georgia to use medicaid funds to pay for services which are not
traditionally covered under the medicaid program.

The intent of the project is to evaluate the cost and health
impact of these new alternative services.

The alternative health services program, at present, has been
functioning for about 3 years. It is operating in 17 of the State's
159 counties. These counties account for approximately one-third of
the over 65 population of the State.

The project provides three basic types of services: Alternative
living, services, home delivered services, and adult day rehabilita-
tion services. These services resemblances other federally funded
program services. But, an important distinction is that they are all
funded out of the medicaid program.

Briefly, adult day rehabilitation is a type of day health care
program which must include physical therapy, speech therapy,
medically related transportation, and home delivered meals. Alter-
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native living services include boarding care and foster care, but
must include medically related transportation, and chore services
as well as the traditional home health services.

Clients eligible for our program are those persons who are 50
and over, medicaid eligible and, according to Georgia medicaid
nursing home certification criteria, qualified for nursing home cov-
erage under the medicaid program.

I would like now to overview some of the components which I
feel are important to any community-based health care program. I
would also like to note that, while the need for some of these
components seem quite obvious, in fact they are not components of
most community-based health care programs at this time.

First, our recommendation is to review applicants prior to serv-
ice and to determine the approximate cost of these community-
based care services as compared to nursing home care. Then, based
on that estimation, make an appropriate referral. The necessity of
this approach stems from the fact that the services we are speak-
ing of today are desirable and attractive, therefore, many persons
are interested in accessing these services. Yet, the reality is that,
in some instances, the cost of maintaining some of these persons in
the community would far exceed the costs of nursing home care.

Second, our recommendation is that any community-based pro-
gram should be governed by precise service definitions, guidelines,
and manuals to asure quality services provision. This recommenda-
tion stems from the reality that though most providers are inter-
ested in providing quality care, the capability of providers to design
and implement services varies significantly.

In conjunction with this recommendation, the project advocates
the provision of utilization reviews by an outside evaluator to
assure an impartial, unbiased review of adequacy and quality of
services. The outside evaluator, as part of its role, should look at
the quality of service being provided as well as the appropriateness
of the amount, duration and scope of these services.

Additionally, the timeliness of providers accepting client refer-
rals and initiating services as well as the effectiveness of discharge
planning should be a part of the utilization review.

To maximize the impact of Federal dollars-which I acknowledge
are limited-we need to work as closely as possible with other
Federal programs which are attempting to provide similar services.
For example, medicaid needs to mesh its efforts with title XX and
title XVIII of the Social Security Act and title III of the Older
Americans Act.

In our efforts to accomplish this integration of services and to
avoid duplication and overlapping of efforts, we have had great
difficulty adhering to Federal regulations for all of these programs
at the same time because they are in conflict with each other.

To achieve programmatic coordination, I would, therefore, recom-
mend the appointment of a panel of Federal officials to provide
technical assistance to projects such as ours and to facilitate pro-
grammatic coordination.

Thank you very much.
Senator TALMADGE. Thank you very much for a fine statement. I

have a few very simple questions.
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What are the relative costs to Georgia of keeping someone in a
nursing home in contrast to keeping them home under the alterna-
tive health services program?

Ms. COAN. The average cost to medicaid for nursing home care is
approximately $500.

Senator TALMADGE. Per month?
Ms. COAN. Per month. The average client cost to medicaid for

alternative health services has been about $170. The range is from
4 approximately $135 per month for home delivered services to ap-

proximately $240 for those clients who receive a combination of
home delivered services and adult day rehabilitation.

The above figures, it should be explained, are preliminary, since
the project is in the beginning stages of data generation. The final
research document is not due for approximately 1 year.

I would also like to say that we have designed our program in
such a way that we have both a service and control group. This
allows us to make some very careful estimates of what the cost of
alternative health services are versus what the cost of regular
medicaid services tends to be when alternative health services are
not available.

Senator TALMADGE. Do you have any information as to changes
in mortality rates or the health status of those who are institution-
alized versus those who have received alternative health services?

Ms. COAN. Yes, we do. We looked at statistics 6 months after
enrollment of clients in the program as well as statistics of those in
the control group. Those persons receiving alternative health serv-
ices have a mortality rate which was one-third of that of the
control group which had access to the regular medicaid services
but not to alternative health services.

Senator TALMADGE. Does Georgia regard the alternative health
services program as a success and do you have any plans to
expand?

Ms. COAN. At this point, we are quite pleased with the results of
the project although, of course, we do have another year before the
final research document will be complete. The responsibility of the
project at this point is to develop a statewide implementation plan
which will be submitted to the Department for consideration by the
general assembly for the fiscal year 1981 budget.

Senator TALMADGE. One of the real problems, one of the real
tragedies, is that many of those who live in rural areas need
supportive services, but do not get them. Does the program in
Georgia reach out to the rural population?

Ms. COAN. Yes. The design of our project was to assure that we
would be both testing the services in urban areas as well as rural
areas. Part of the geographic area we are serving is very rural.

We have been very pleased with the success of the project, par-
ticularly in the rural area where we have attempted to provide
services which, heretofore, were not available.

This would include, trying some innovative approaches to provid-
ing adult day rehabilitation services, boarding care, special diet
home-delivered meals, and medically related transportation. In
these areas we feel we have succeeded and we are pleased with the
results.
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Senator TALMADGE. You, no doubt, are familiar with the program
that they have in New Mexico where they are training people on
welfare as home health aids under the work incentive program. I
understand they are doing an outstanding job there.

I understand Georgia hopes to adopt a similar program. Is that
correct?

Ms. COAN. That is my understanding.
Senator TALMADGE. The program takes people off welfare and

train them for useful service at the same time.
Ms. COAN. Such a program has considerable potential since so

many home health agencies indicate that one major problem is
that they have not been able to hire enough persons to provide
necessary services. I think all would benefit by such a program.

Senator TALMADGE. Thank you very much. Are there any further
questions?

Senator Packwood?
Senator PACKWOOD. It was very interesting testimony.
Ms. COAN. Thank you very much.
Senator PACKWOOD. Some of the best we have had.
In response to Senator Talmadge's question, he asked about cost

of nursing homes versus the HHA's cost. You responded with the
$500 average figure for nursing homes, and the $135 to $240 range
for HHAs.

You have those figures in your testimony, but you referred to the
nursing home care as that of an intermediate care facility. I am
curious if that is what you mean by a nursing home.

Ms. COAN. Yes. We have two types of nursing homes in Georgia;
intermediate and skilled, because we felt that the majority of our
clients would more appropriately be in intermediate care as op-
posed to skilled care, we compared the two.

Senator PACKWOOD. Which two?
Ms. COAN. Intermediate care costs to those of AHS.
Senator PACKWOOD. The intermediate care facility is not a skilled

nursing home?
Ms. COAN. No; intermediate care is a lower level of nursing care.
Senator PACKWOOD. If you were talking about a skilled nursing

facility, you would have a substantially higher cost.
Ms. COAN. In reality, in Georgia the difference between reim-

bursement between the two is not very different, at least in inter-
mingled facilities. In some States, there is a large difference; in
Georgia, there is not.

Senator PACKWOOD. That is very impressive. I would appreciate
it if you would keep my office personally advised as you have more
data coming in and your universe gets larger.

Ms. COAN. There will be an annual report that will be submitted
in the next month and a half. I will be glad to send you a copy.

Senator PACKWOOD. Do send it to me personally. I would appreci-
ate it. This is very conclusive information.

Ms. COAN. Thank you.
Senator TALMADGE. Thank you very much, Ms. Coan. We appre-

ciate your contribution.
[The prepared statement of Ms. Coan follows:]
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SL4 fARY STATE NT
Ruth E. Coan, Director

May 22, 1979

The goal of the Alternative Health Services Project (AHS) is to test the
effectiveness of a comprehensive set of Medicaid funded, community-based ser-
vices as an alternative to nursing home care for the elderly. The services
provided under the project includr.: Alternative Living Services (adult foster
care, boarding care, congregate living); Home-Delivered Services (home health
services and personal care assistance); and Adult Day Rehabilitation (ambulatory
health care and health-related supportive services in a day center).

Preliminary data analysis by AHS suggests that community-based services
are less costly than institutional care and that they have reduced the mortality
rate of AHS clients. As a consequence, the project strongly supports the

0 expansion of federally funded health and health-related support systems for
older persons who, without access to these services, might be inappropriately
institutionalized. The AXS Project believes, however, that much of its success
to date is directly attributable to the strict controls it has developed for pro-
gram administration and service delivery.

Maintaining a person in the community is generally considered preferable
to institutional care, but it is not always better than institutional care, nor
is it'aliays more appropriate or more economical. The full range of client needs
cannot be met, for example, if there are not sufficient resources available in
the community. Further, the needs of some persons may be so extensive that the
cost of maintaining them in the community can be as much as two to three times
that of nursing home care. Therefore, the selection of the most appropriate
level of care must always be based upon individuals' needs and the availability
of adequate support systems to enable them to remain in the community.

The development of adequate coanunity-based health and health-related
support services requires that attention be directed to the very real difficulties
in administering home delivered services. Specifically, provisions must be made
for tighter controls on both the costs and quality of service provision. A well-
defined intake and case management system must be developed to assure service
delivery to those in greatest need and to assure that the appropriate array of
alternative services is provided. Assistance in coordinating all available fund-
ing resources to maximize service impact must be given to providers by the project.
All of these elements are essential if clients are to receive a full range of
quality services which are necessary for the successful maintenance of individuals
in the community. Further, these controls must be present if the services are
to be delivered in the most efficient and cost effective manner.
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TESTIMONY
MAY, 1979

I am Ruth Coan, Director of the Alternative Health Services Project of

the Georgia Department of Medical Assistance. Mr. David Poythress, the Commis-

sioner of the Georgia Department of Medical Assistance, and I appreciate this

opportunity for me to speak to you about our system of cormmunity-based care

that we have developed under "illl" waiver from the Health Care Financing

Administration (HCFA).

HISTORICAL BACKGROUND

Late in 1975, Georgia, like many other states, was faced with spiraling

increases in Medicaid costs for long-term care of the elderly. Cognizant of the

fact, however, that national statistics indicated that up to forty percent of

the institutionalized elderly were receiving nursing home care because of the

lack of adequate alternatives, the state sought and received an "1115" waiver

from HCFA to develop a community-based comprehensive system of. health and

health-related supportive services. It was the project's intent to provide a

comprehensive system of community-based care to older persons wishing to remain

in the community but who without supportive services would require nursing home

care. Further, the project sought to determine whether such a community-based

system for long-term care could be cost effective.

Since July of 1976, the AHS Project has worked to develop a comprehensive

system of alternative services not only to investigate the project's research

hypotheses, but also to lay tht groundwork for expanding Medicaid coverage for

community-based long term care in Georgia, and hopefully, nationwide. To date,

the project has designed a carefully conceived intake and referral system for

clients "at risk" of requiring nursing home care. Administrative controls have

been imposed on the service delivery system to assure that quality services are

being provided. Further, the overall design of the project permits the collec-

tion and analysis of reliable longitudinal data on costs, effectiveness, and

utilization of alternative services.

The preliminary data presented in this report indicates that the system

developed by AHS has the potential of being cost effective while having a

positive impact on the healt.. Af the clients served. For example, data

collected thus far reveal that the average AHS service costs have been

significantly lower than those for nursing home care and that mortality rates

of clients receiving project services have been lower than those of the control

group.
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PROJECT OVERVIEW

The goal of the Alternative Health Services Project (AHS) is to test the

cost and effectiveness of comprehensive, Medicaid funded community-based ser-

vices as an alternative to nursing home care for the elderly. The major

services offered by the project include:

o Adult Day Rehabilitation which provides ambulatory health care and

health-related supportive services within an adult day center for

clients who cannot live independently and do not need 24-hour care.

o Home Delivered Services which provide traditional skilled home

health services and personal care services in the client's home

along with home delivered meals and special med cal equipment and

appliances for clients who otherwise could not remain at home.

o Alternative Living Services which provide personal care services

and supervision in adult foster care, boarding care, or congregate

living arrangements for clients who are unable to remain in their

own homes independently.

All clients receive medically-related transportation. Clients may be

offered one or a combination of AlS services. Additionally, clients are

assisted in locating and utilizing health and health-related services provided

through other community-based service agencies.

All AIIS clients are Medicaid eligible, age 50 or older, and either reside

in a nursing home or have been certified as eligible for nursing home care. To

date, there are approximately L,000 clients in the AHS service and control

ztoups. The number of clients added each month is between 30 and 50.

The AHS Project serves the elderly populations of two of the state's ten

districts designated by the Georgia Department of Human Resources for the

delivery of state social services. District II, the Metropolitan Atlanta area

and District X, the Athens area together account for 17 counties and range in

population density from crowded, inner city neighborhoods to isolated rural

communities. The elderly population of these two districts is more than 30% of

the total state elderly population.

48-611 0 - 79 - 1i
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All potential clients referred to AHS from the community at-large and

service agencies receive a health and social needs assessment. Data is collect-

ed using a standardized assessment interview designed by the project. Those

persons who are selected as appropriate for alternative services are randomly

assigned either to services or a control group. Specifically, 75 percent are

referred to service providers, and 25% are assigned to a control group.

Although the control group persons do not receive AHS services, they may

utilize the routine and customary services that exist within the community and

which are available through regular Medicaid. The existence of the control

group is critical to the project because it allows AHS to compare the

effectiveness of project services with nursing home care and other services

ordinarily available in the community.

PROJECT HYPOTHESES

A major hypotheses is that the nursing home utilization rate will be

lowered and the growth in the Medicaid-financed nursing home population will be

slower as a result of the availability of alternative services. To this end,

AHS gathers client data on utilization of nursing homes, project services, and

other community-based services. Data -sources include regular Medicaid and

Medicare billing tapes, Title XX service records, and the AHS client interviews.

It is further hypothesized that alternative health services have an

equivalent or greater positive impact, than nursing home services on the health

of clients who have the capacity to be self-sufficient. To test this hypothe-

sis, functional health status and client satisfaction data are collected at

six-month intervals for both the service and control group.

EVALUATION

Services monitoring is conducted regularly to assure contract compliance

and program development in accordance with program objectives. Utilization

rev;ews by an independent review agency are performed to assure appropriateness 4

and quality of service. In addition, an independent contractor who assisted the

project in producing an evaluation plan will also prepare a final research

report analyzing the cost-effectiveness of the alternative services.
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PRELIMINARY RESULTS'

At present, data on the costs of AHS services are available for 463

clients who received project services prior to September 1978. In addition,

data on mortality within 6 months of enrollment are available for 283 clients

referred to project services and for 93 control group members.

The typical AHS project enrollee is a woman 70 years of age or older. The

sample is nearly equally divided between whites and blacks. Most are widows

th less than nine years of education and have a monthly income between $151

and $200. All are eligible for Medicaid and either met Georgia Medicaid's

preadmission standards for nursing home care or were nursing home residents

prior to receiving services. Most live with others in a private home or

apartment. The majority was referred to intake caseworkers by a county wel-

fare worker or by family or friends.

Prior to entering project services, these clients generally were depen-

dent on another person or on some equipment in order to perform activities such

as going outside or walking on level ground. Most were "dependent" in no more

than one basic Activity of Daily Living (e.g., feeding themselves).

The average monthly cost to Medicaid of maintaining these persons in the

community with alternative health services was $169, with costs ranging from a

low of $135 per month for those only receiving Home Delivered Services to a

high of $242 for persons receiving a combination of Home Delivered and Adult

Day Rehabilitation Services. Interestingly, the most frequently used service,

Home Delivered Services, was the least costly. These costs can be contrasted

with the average monthly cost to Medicaid for maintaining a person in an Inter-

mediate Care Facility (ICF), which was approximately $5002 in Georgia during

the first nine months of t978.

1 Given sample size considerations, the results reported here should be

considered subject to later qualification as the size of the project's data
base increases.

2 Institutional recipients must contribute their income to the cost of care.

The $500 represents the net cost to Medicaid after this patient income has
been taken into account.
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Mean monthly project service costs per person by type of project service

received through September 1978 are summarized in the following table.

TABLE I '
MONTHLY COST 2ER PERSON BY SERVICE TYPE

Monthly Service Cost
Per Person Clients In Service

Service Type Mean Sfd. Dev. % (N)

Home Delivered Services (HDS) $135 $120 53% (246)
Adult Day Rehabilitation (ADR) $222 $118 20% ( 95)
Alternative Living Services (ALS) $173 $262 5% ( 22)
ALS/Other $167 $113 12% ( 54)
HDS/ADR S242 $152 10% ( 46)

Total $169 $112 10% (463)

Data on client mortality within six months of enrollment indicate that

project services have had a positive impact on client health status, as shown

in Table 2 below.

TABLE 2
MORTALITY WITHIN SIX MONTHS OF ENROLLMENT BY GROUP

Mortality Service Group Control Group
7 (N) 7 (N)

Deceased 6% ( 17) 17% (16)
Living 94% (266) 83% (77)

Total 100% (283) 1O0% (93)

In the group referred to project services, 6% died within six months of

enrollment compared to 17% of the control group. This difference was statistic-

ally significant at p .01.

In summary, prelLminary data on alternative services suggests that

community-based services are less costly than institutional care, and that the

alternative services have reduces the mortality rate for AHS clients.

STATEWIDE IMPLEMENTATION: NATIONAL MODEL

The Georgia Department of Medical Assistance is encouraged by the pre-

liminary data findings of the AHS Project and anticipates proposing to the

Governor and General Assembly in the fall, a plan to phase in the services in

4
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additional areas of the state. This plan will include a proposal for supportive

legislative changes necessary for statewide implementation of the services.

The AHS Project is developing extensive manuals dealing with each service

both to prepare for statewide implementation efforts and to provide HCFA with

complete operational guides which other states can use to replicate the

program. These manuals will include the project's methodologies for contracting

with providers, client intake and service placement, case management, monitor-

ing, utilization review, auditing, integration of services with other public

programs, and overall program assessment and management.

ISSUES
As a result of the project's experience with the provision of community-

based health and health-related supportive services, I would like to discuss

some issues which may be of interest to the Subcommittee as it considers the

implications of expanding home health services and other community-based health

care services in an effort to provide alternatives to long-term institutional

care.

Maintaining a person in the community Is generally considered preferable

to institutional care. However, selection of the most appropriate level of care

must always be based on the client's needs and capabilities. True, there is

much to reconmend community-based care. But it is not always better than

institutional care, nor is it always the most appropriate care. The AHS data

suggest that there may be resultant lower mortality rates, better patient

morale, and better supports if these services are offered. Yet, there are very

real difficulties in the provision of home delivered services, and these also

merit attention. There is a need for better systems design overall.

Specifically, the average program needs:

o Quality control

o Cost controls

o Intake and case management

o Coordination with other federal programs

Each of these topics is discussed briefly in the subsections which follow.
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Quality Controls

The AHS Project has found three types of quality controls to be particu-

larly effective:

o Service standards - Carefully designed standards for services can

make a significant contribution both to educating new providers and

to providing a benchmark against which services can be evaluated.

Service standards include guidelines for staffing, scope of ser-

vices, and client record keeping.

o Program Monitoring - Consistent with the project's emphasis on A

quality services, AHS has established a system to periodically

monitor all providers for compliance with program policies, guide-

lines, and standards. The monitoring effort is focused on assisting

providers to upgrade services, but it is also directed at assuring

that no providers fall below certain minimum standards. An effec-

tive way to provide this guidance is through the use of staff

persons knowledgeable in the area of community health services who

can evaluate the adequacy of each provider's system for the adminis-

tration and operation of program services. These staff persons also
work with the provider, offering educational or technical

assistance for the development of an effective approach to service

delivery.

o Utilization review - As in any system of services, there needs to

be a counterbalance to the tendency of providers to maintain

clients in service longer than absolutely necessary. Although the

provider's action is usually based upon concern for the client's

well-betng, this can lead to an inappropriate increase in the cost

of services when other alternatives may be more adequate to meet

the client's needs. While the need to prevent unnecessary and

inappropriate service utilization seems obvious, most federally

funded demonstrations have been run without utilization review. The

AHS Project has developed a model utilization review system which

assures that the amount, duration, and scope of provided services

are appropriate.
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It should be noted that quality control implies the potential of terminating

programs which do not meet quality standards. Such a termination can, in fact,

have positive consequences for the service system as a whole.

Cost Control

A service provider can experience wide fluctuations in operating costs

depending on client volume and start up costs. Erratic client levels requiring

different staffing, facility, space, etc, and limited start-up funds have all

been important design factors. The AHS Project developed two approaches to

assist providers with these fluctuating operating costs:

0 o Budgets and incentive contracts - A simple reimbursement formula

based on a fixed fee per client in attendance at a program will not

work for all service providers. At low client volume the cost per

client served is high; as volume increases the unit cost decreases.

But if the predetermined rate does not change to accomodate erratic

program attendance, the provider will not be able to pay for fixed

operating costs. An effective way to provide cost controls is by

negotiating a budget with the provider which includes provisions

for rates which vary with the client census. Further, incentives

should be provided for providers who are able to perform at a cost

below that budgeted while still offering quality services.

o Audits - During the beginning phases, when states are just starting

to implement new services, semiannual audits by the funding agency

are recommended. AHS has found that this schedule allows it to

intervene and remedy potential financial problems in a timely

manner when appropriate. Because provider books are simple, most

audits take only about three days. Thus, the staff resources

required for audits are not excessive. Yet, the benefits to the

provider and sponsoring agency of timely cost settlement and timely

intervention in the resolution of problems are significant. This is

particularly true when the provider's continued existence may

depend on its ability to generate adequate, timely revenues from

services.
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Intake and Case Management

The client intake function is crucial to the success of a community-based

care system. There are a number of issues associated with intake:

o Target population - The concept of limited available resources for

health care is accepted more than it once was. Not only are federal

dollars limited but also there are limited numbers of professionals

to meet the service demand. Alternative services are in demand and

this could cause their use and cost to mushroom if access is not

controlled. Since unrestricted availability would be fiscally

irresponsible, an approach must be taken to restrict the use of

alternative services (home health, personal care services, etc.) to

those who by receiving them could avoid premature institutionaliza-

tion, are capable of functioning in the community, and have the

greatest health needs. The ANS Project suggests that an appropriate

approach is to focus intake on elderly Medicaid eligibles who are

applying for nursing home care. These individuals should undergo

screening prior to placement in a nursing home, a process the

project calls mandatory pre-screening. Such a process would assure

that persons seeking to enter a nursing home would be appropriately

evaluated, assured access to information about services in the

community, and offered these services if their health status warran-

ted their provision.

o Maximum Units of Service Guideline - The AHS Project has found that

most nursing home residents and even many hospital residents could

be maintained in the community if cost were n, object. Thus, the

cost of alternative services is an important factor in determining

which clients can be reasonably served in the community and which

in institutional services. Recognizing this, the AHS Project has

developed "Maximum Units of Service Guidelines" which are used by

the medical assessment team to determine when community placement

would be so expensive as to be impractical. This has been a

critical factor in the success of the project to date.

4
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0 Services for the medically needy - Many states provide Medicaid

reimbursement for "medically needy" persons who have incomes above

SSI limitations but below state Medicaid caps only while they are

institutionalized in a long-term care facility. Individuals with

comparable incomes would not be eligible for Medicaid if they were

not institutionalized. Typically, a program such as AHS, designed

to offer cost effective noninstitutional services to these indivi-

duals, would find that Medicaid eligibility uould be terminated

when the individuals left the institutional setting.

Yet, if we are to be able to limit total Medicaid costs for

institutional care, we must also make provisions to serve those who

become eligible after admission to the nursing home. As a conse-

quence, Georgia applied for and received a waiver from the Health

Care Financing Administration to allow the project to provide

Medicaid coverage to these "medically needy" persons when they

leave the nursing home to enroll in alternative services. HEW has

also allowed the project to implement special procedures to protect

Medicaid eligibility for persons whose incomes rise above SSI

eligibility limits after enrollment in project services. The

"medically needy" clients described above are required to pay a

share of the cost of services. The project-has developed a system

whereby clients advance fixed monthly payments to the project based

upon their income. Quarterly settlements for any overpayments are

made with the client. The establishment of this new payment system

eliminates the need for "spend down" programs which are more

difficult to administer.

0 Case management and coordination - A critical aspect of community-

based care is the provision of centralized case management to

coordinate services offered by various participating providers.

Without effective case management, it is surprisingly easy to have

two different providers note a change in the patient's status and

independently develop a plan of care which can either conflict with

or duplicate the other. The case manager can also assure that the

client'receives appropriate care when service needs change. A
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strong system of intake will help home health, personal care or

other community services focus on the patients most in need of care

and facilitate use of services by the target population.

Program Coordination

A common theme among those providing community services is the difficulty

of coordinating patient care given the myriad federal, state, local and

voluntary programs and their often conflicting regulations.

0 Conflicting Federal Progra, Regulations - At the federal level,

there are Titles XVIII, XIX, and XX of the Social Security Act as

well as Title III of the Older Americans Act which fund services

for the elderly. For each title, there are different eligibility

rules, different systems of accountability for service provision,

and different match requirements. The relationships between these

titles must be negotiated with state and Local agencies on a

program by program or agency by agency basis. Flexibility in fede-

ral guidelines for funding integration is essential for the develop-

ment of a comprehensive coordinated network of services.

o Need for Federal Review Panel - As we have attempted to mesh with

existing programs, we have continually encountered overwhelming

obstacles to success despite the combined efforts of numerous

cooperative federal and state agency representatives to assist us

in overcoming these barriers to coordination. While each of these

persons has been able to offer a specialized expertise in one

program area and generalized knowledge in other related areas, we

have all been stymied by what appears to be the lack of con-

solidated federal direction and guidelines for programs like ours.

One solution to this problem might be DHEW's establishment of a

federal review panel comprised of individuals with specialized

expertise in each of the funding sources (HEW and others) which are

commonly used in multiple funding programs. Such a panel could

serve not only to assist programs with complex needs for technical

assistance in programmatic and fiscal issues but also to assure

that the programs achieve the kind of results which will be in



167

accord with federal long-range plans for comprehensive service

delivery systems. To be- truly effective, the panel would need to

have decision-making authority and be capable of granting waivers

(on an individual project basis) to regulations which inhibit the

development of innovative service delivery systems.

CONCLUDING REMARKS

The Alternative Health Services Project and others like it in the country

are demonstrating that many older persons can continue to live in their own

homes or other non-institutional settings if adequate community-based health

and health related social services are made available to them. This fact is of

critical importance in light of the growing interest in such programs as

national health insurance and catastrophic fiational health insurance. One

effect of any such health insurance may be to increase the number of persons

who would be eligible for long-term care programs. If we are to meet the needs

of the nation's elderly for long-term care in the Most effective and economical

manner, serious consideration must be given to ongoing federal support for

comprehensive, community-based alternative services ft those persons who have

the potential for self-sufficiency with only minimal supports. The potential

cost savings are impressive; the effectiveness of the services are well

documented; and perhaps most importantly, the alternatives offer the elderly an

opportunity to maintain the independence and dignity which they so richly

deserve for as long as possible.

Senator TALMADGE. The next witness is Gerald Reilly, deputy
commissioner, Department of Human Services, State of New
Jersey.

You may insert your full statement for the record and summa-
rize it, if you please.

STATEMENT OF GERALD REILLY, DEPUTY COMMISSIONER,
DEPARTMENT OF HUMAN SERVICES, STATE OF NEW JERSEY
Mr. REILLY. Mr. Chairman, distinguished members of the sub-

committee, my name is Gerald Reilly, deputy commissioner of the
New Jersey Department of Human Services, and at one time, I was
the director of the New Jersey Division of Medical Assistance,
medicaid.

I come here today to discuss with you two propositions that we
think will serve to reduce the unintended institutional biases of the
medical assistance program.'

As you are probably familiar, a person may receive medical
assistance in a nursing home with an income up to $568 per
month. We have had situations where a person may have had
income of $400 or $415 and where home health would have been an
appropriate alternative for that person, but if they were to leave
the institution, they would not be eligible for medical assistance,
nor for the necessary home health and the support system around
that home health.

Therefore, they may stay institutionalized.
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What we are suggesting is that the medicaid program, title XIX,
be amended to permit a home health eligibility threshold at the
same level as the nursing home eligibility threshold, providing the
person meets the medical necessity requirements for admission to a
nursing home.

Here is how would work: If we had an individual whom the
family was having a difficult time caring for, and it appears that
institutionalization was necessary, and a medical necessity workup
was being done on that individual, and if he did qualify for the
long-term care, and it was determined that it was possible to pro-
vide home health services and support services in the community,
then he would be eligible for medical assistance independent of the
fact that his income might be above the SSI level, which, in our
State, is $227, as long as it was below the $568.

Now, you can work up several models describing what the
normal package of home health service would be for a client and,
in a number of situations, the home health alternative will be less
expensive than the institutional alternative. We think that it
would make sense to change the regulations, change the laws, to
permit that to happen.

We could argue, from a public policy point of view, that we ought
to be willing to expend even a little more on home health services
than the alternative cost in an institution in order to maintain
maximum feasible independence. But, in line with the cost contain-
ment strategy, what we are suggesting is that this only become
operative when it is demonstrated that it is a less costly alterna-
tive.

We think, in our State, that this may be the case in as many as
10 percent of the current admissions into long-term care facilities.

The second proposition is that we provide, through the medical
assistance program, a single point of entry to all of the home
health services necessary to maintain someone in the community.
As you now recognize, medicaid is oriented to only the health
aspects of home services-one must assemble a package of services
from title XX, Older American Act funds, Meals-on-Wheels and so
on. The fragmentation of the funding sources can lead to a frag-
mentation of services at the point of delivery, that, for failure of
one of those systems to operate, we may not be able to develop a
package of home health services for our client.

For example, the Meals-on-Wheels funds in our community have
run dry; the title XX funds have run dry, and so on. What we are
suggesting, through the medical assistance program, again, as a
cost containment strategy, is that all the necessary support services
be able to come through that one door.

Right now, the home health nurse in the community often has to
act as the broker to weave the way through the plethora of pro-
grams to get it back to the client.

We think we could administratively reduce that obligation on
their part and return them to the task of supervising health care
and not patching the financial support for necessary services.

We are very supportive of S. 505, which in part would provide
AFDC recipients as homemaker-home health aides. We think that
is an excellent proposition. We are also in favor of eliminating the
medicare 100-day limit, and the prior hospitalization requirement.
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But I think that if these changes in the medicare system are
going to be important and useful, in the long run, there is going to
have to be a much greater investment in the medicaid home health
program. What we are proposing today are some modest, short-
term improvements that will be cost effective before they are put
into effect.

We think we can also develop some valuable demonstration data
on the effect of this technique, which may be useful to you and the
Congress as you look at the broader question of enhancing the
home health service system.

Thank you.
Senator TALMADGE. Thank you very much.
This is an excellent statement. I read most of it while you were

testifying. I congratulate you, sir.
Any questions?
Senator DOLE. No questions, just a comment.
As I understand home health expenditures for fiscal year 1978,

they are $3.8 million?
Mr. REILLY. Yes, sir.
Senator DOLE. You said that is less than 1 percent of the total for

medical assistance, which indicates what potential there is for
expanding the program.

Mr. REILLY. That statistic is a 100-percent increase over several
years ago. We were spending very little and put a lot of effort in an
attempt to maximize home health and one of the barriers to its use
is this institutional bias I described. That for some individuals itjust becomes impossible for them to remain in the community
cause of their health expenditures, lack of basic resources for

subsistence, and the institution becomes a more viable alternative.
The other thing I did not mention in my oral testimony was the

medical day care program where we have four or five sites around
the State where people who would be institutionalized are in day
care because they have a family that can care for them in the
evening and on weekends, and this financial eligibility gap is also a
problem for them.

We think there would be many more people eligible if we were
able to adjust this eligibility problem.

Senator DOLE. Thank you.
Senator TALMADGE. Thank you very much. I appreciate your

contribution, Mr. Reilly.
[The prepared statement of Mr. Reilly follows:]
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STATEMENT Of KJVUY COMMISSIONER GERALD RILLY, NEW JERSEY

DEPARTMENT OF RLSANERVICES

Our Department would like to facilitate greater use of home health
services by Medicaid recipients, particularly in situations where
such services are a less costly alternative to institutional care.
A shift In policy at the Federal level is crucial to our efforts.
To overcome Medicaid's unintended bias against home care and toward
institutional care, we propose the following:

1. Title XIX should be amended -to. in certain situations,
equalize Institutional and community eligibility standards so
that persons who might otherwise be Institutionalized can re-
main In their own homes when It Is cost effective to do so.

Under current Medicaid regulations, persons having up to $568
in monthly income may receive Medicaid nursing home care, but
may not receive Medicaid home health services unless their
income is below the SSI standard. We propose that, for persons
medically determined to require Institutional care, Medicaid
eligibility for home health services should be made equivalent
to the institutional eli ibility ceiling of $566 per month.
Once determined eligible, the person would pay a certain per-
cent of his Income toward the cost of his home health ser-
vices.

2. Federal financial participation in the full range of home care
services for low income persons should be provided through a
single funding source such as Medicaid.

The medical orientation of Title XIX home health services pre-
cludes maintenance of the individual in the community without
supplementary social and personal services derived from other
sources. If one of these support services is disrupted, the
-home care recipient Is often forced to enter an institution.
Single source funding of a full range of home health related
services will overcome the current fragmentation, and in many
cases, may prevent or delay the use of more expensive insti-
tutional care.
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MR. CHAIRMAN, DISTINGUISHED MEMBERS OF THE SUBCOMMITTEE:

I am Gerald Reilly, Deputy Commissioner of the New Jersey Department

of uman Services, and former Director of the Department's Division

ofr medical Assistance and Health Services.

Facbd with the increased costs of institutional care, with a severe

shortage of long term care beds in our State, and with the knowledge

that some of our recipients could be better served in the community,

we are studying ways to increase the effective utilization of home

health services in our Medicaid Program. A shift in policy at the

Federal level is crucial to our efforts. Today I will summarize

for you two proposals which constitute a practical approach to the

expansion of Medicaid home health services, and which would broaden

alternatives to institutionalization within a cost containment

framework.

The following statistics about New Jersey's Medicaid Program

clearly indicate why our interest in home health services has

risen. Medicaid expenditures for nursing home care in our State

were $157.2 million in FY 78 and provided care for 18,730 persons.

In addition, about 2,600 Medicaid eligible individuals are also

awaiting placement into long term care facilities. At the same

time, Medicaid's FY 78 home health expenditures were only

$38 million or less than one percent of the total for medical

assistance. (However, this figure does represent a 99% increase

over FY 77 home health expenditures). While the Federal and State

Governments are paying a high price for nursing home care in

New Jersey, a study conducted for our Department two years ago
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showed that about 10% of the total nursing home population (about

1,800 persons), while meeting the medical necessity criteria for

nursing home care, could have received appropriate care in the

community, if the adequate social and medical services were

available.

Increased availability of home health services under both Medicare

and Medicaid would enable New Jersey and other states to create a

more rational system of long term care, with levels of care more

closely matched to individuals' needs. I would like to suggest

two changes in the Medicaid Program that would foster greater

utilization of home health care, and that would better integrate

such services into a continuum of care.

First. Title XIX should be amended to. in certain situations.

equalize institutional and community eligibility standards so that

persons who might otherwise be institutionalized can remain in

their own homes when it is cost effective to do so.

Under current Medicaid regulations, states may expand eligibility

to persons needing nursing home care if their income is 300% of

the SSI standard or less, that Is, up to $568 per month. However,

in order to be income eligible for Medicaid home health services,

these persons' incomes must fall below the state's SSI standard,

which in New Jersey is $227 per month. About 30 percent of New

Jersey's elderly population fall into this "eligibility gap":

their monthly incomes of between $227 and $568 make them potentially

eli ;ible for nursing home care but not for community based care.
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Even the establishment of a medically needy program, which New

Jersey currently does not have, would not be enough to resolve

this problem. The income level to which a medically needy person

must "spend down" is 133% of the AFDC standard for a unit of one;

in New Jersey this would equal $165 in monthly income. Evidence

from other states has shown that this "spend down" income standard

is so low that persons must have crushing health costs in order

to become eligible for Medicaid. Rather than suffer a sharp drop

to a subsistence level standard of living, they may choose to

enter a nursing home, where they are at least guaranteed adequate

food and shelter.

To equalize the institutional/community eligibility standards and

to remove Medicaid's unintended bias toward institutionalization,

we propose the following:

For persons medically determined to require institutional care,

Medicaid eligibility for home health services (or medical day care)

should be made equivalent to the institutional eligibility ceiling

of $568 per month. Once determined eligible, the person would pay

a certain percent of his income toward the cost of his home health

services. Persons should be permitted to choose the community care

over the institutional option as long as the cost of community care

is less than the net cost of institutional care. This provision

would prevent utilization of home health services in situations

where nursing home care would be more efficient. A reapopable

argument could be made that, consistent with a social policy calling

48-611 0 - 79 - 12
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for maximum independence, we should be willing to pay for such home

based care even if it exceeds the cost of institutional care by

some acceptable amount (for example, no more than 125%). However,

this would compromise the cost containment aspect of our proposal.

In contrast to a spend -down program, this proposal would be

simpler to administer, and with an income based co-pay system,

it would better provide for an individual's normal costs of living

while he is receiving home health services.

Our second proposal is that Federal financial participation In the

full range of home care services for low income persons should be

provided through a single funding source, such as Medicaid.

A frequently cited barrier to utilization of home health services

as an alternative to institutionalization is fragmentation of

funding sources and providers. The medical orientation of Title XIX

home health services precludes maintenance of the individual in

the community without supplementary social and personal services

derived from other sources. Fragmentation of funding tends to

foster fragmentation at the point of service delivery. For example,

a typical Title XIX home health recipient might receive medical

services from a home health agency, homemaker services from a

Title XX contractor, and nutritional services through a

Meals-on-Wheels program. If any of these services is disrupted,

the entire plan of home treatment is often Jeopardized.
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In Instances where home care is equally or less expensive than

institutional care, the reluctance to expand Medicaid reimbursement

to ponmedical services necessary for the implementation of the

medical treatment plan is shortsighted. In the institutional

setting, items such as housekeeping, meals, and personal care are

part of the per diem cost that is Medicaid reimbursed. If parity

between home care and institutional care is to be created, such

services must be reimbursed when the recipient is not able to pay

for or provide them himself.

As for the current fragmentation of service providers, a single

source of reimbursement could encourage existing home health

agencies to provide a more comprehensive package of services or to

coordinate other providers and ensure that all necessary services

are supplied.

We believe that increased utilization of home health services under

Medicaid is dependent upon the availability of a full range of

support services. If such reimbursement is not made available

on an income related basis to individuals in their own homes, the

result is often more expensive institutional care at a higher

public cost.

SUMMARY

The two proposals that we have outlined here are expanded Medicaid

eligibility for community care of persons otherwise needing

institutionalization, and reimbursement for a broader range of
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services under one funding stream. These proposals comprise a

logical expansion of the existing Medicaid Program. The current

system encourages institutional care even when less expensive home

care is a viable option. Our two recommendations are designed

to overcome this perverse Incentive and to foster a more rational

system of long term care.

Over the long run, increased home health services for all elderly

and disabled persons through Medicare is a desirable national goal.

However, we recognize that there are many unanswered questions -

particularly in regard to cost - that currently prohibit such a

large scale change in the Medicare program. Therefore, as e-

intermediate step, we are advocating the expansion of home htdlth

services to persons otherwise requiring Medicaid institutional care

and in situations where the cost of home care Is roughly equivalent

to or cheaper than institutional care. Increased home health

services in this context will alter Medicaid's current bias toward

institutionalization, and at the same time, will provide further

data that may help us effectively plan for the provision of such

services on a universal basis.

Senator TALMADGE. The next witness is Delora Cotter, registered
nurse, executive director of the Denver Visiting Nurse Service, on
behalf of the American Nurses Association, Inc.

We have a vote going on on the Senate Floor. I will go over and
vote and rush back. Senator Packwood has agreed to preside in my
absence so we can keep the hearings going. You may insert your
full statement in the record and summarize it in the time allotted,
please.

Thank you.

STATEMENT OF DELORA COTTER, EXECUTIVE DIRECTOR,
DENVER VISITING NURSE SERVICE, ON BEHALF OF THE
AMERICAN NURSES ASSOCIATION, INC.
Ms. COTTER. Thank you, Mr. Chairman.
Senator Packwood, Senator Dole. I am Delora Cotter, the director

of the Denver Visiting Nurse Service. I am pleased to appear today
on behalf of the ANA. I share with you the concr-, -)f those
working in home health services to whom certain c.-is are



177

clear. In the limited time available, I will cite some of the sugges-
tions we have for changes in the law.

I refer you to specific examples given in my full statement and
ask that it be made a part of the record.

A great obstacle to access to home health services is the lack of
uniform interpretation of eligibility by fiscal intermediaries. Pres-
ently, an intermediary can arbitrarily deny payment based on
paper review.

The American Nurses Association supports the elimination of
the 3-day prior hospitalization requirement and the deletion of the
100-visit limit. This would do much to improve patient access to
services.

Next, the role of the physician as the only doorkeeper should be
examined. Professional nurses are able to assess home health needs
and to direct such care. Nurses in hospitals should also be able to
make home nursing referrals based on the needs of the patient.

Next, legislation must assure that the provider agencies will be
accountable to the users and payers. We strongly urge you to
consider a regional model of monitoring that involves providers as
well as State, Federal, and intermediary representatives to provide
regional surveillance.

In my judgment, the only kind of surveillance that will ever be
effective is when peers monitor other peers, because of the difficul-
ty of surveillance of that service.

We support the development of a uniform quality assurance
program for home health care, as for all health care services,
consisting of several components, including development of mea-
surements, standards, ascertaining the degree to which the stated
standards are met, and introducing changes based on information
supplied by the measurements.

These changes are directed to the improvement of care; the
degree to which care is improved will indicate program effective-
ness. Quality assurance is an action oriented program, not a static
paper review program.

Current methods of home care financing are fragmented for the
Federal programs. The elderly patient must be under title XVIII,
XIX, XX.

We believe that the following principles apply in efforts to im-
prove home health care benefits: First, that financing should maxi-
mize the individual's usual support system. The family's role in
providing home health care financing should be enhanced and
supported.

Second, that reimbursement mechanisms should facilitate pa-
tient entry into the service based on the need for service, rather
than a medical diagnosis. That reimbursement should be based on
the appropriateness of the service rather than on the site where
care is provided.

Next, that the appropriateness of health care services should not
be determined by financial determination. Current legislative pro-
posals for current health costs or growth of the costly acute care
model. We fail to recognize that nursing services are the central
service of any home health care program and professional nurses
should be clearly identified in proposed home health legislation as
providers of home health nursing services.
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Last, we hope th.at the cost per case can be considered as the
appropriate way to finance home health care. The purpose of costs
can destroy the real cost of the program by those agencies using a
lower charge per visit but providing an excess of visits to patients,
thus inflating the real dollars spent.

No national mechanism currently assures orderly growth of
home health services. It is argued that lack of certificate of need
may assist the growth of home health services, but there is no data
to support this claim. Further, there is some evidence that fraud
and abuse of reimbursement is greater where excessive services
exist. We hope that legislation will assure that the health planning
agencies responsible for planning in this country would be given
the responsibility for assuring that there is available home health
services in each community and there is elimination of costly dupli-
cation of services where this exists.

Such fixing of accountability for planning for home health care
would assist the consumer, the Federal payer communities and
providers in their desire to have the best care for the least cost.

I appreciate the opportunity to appear here today. I will be
happy to answer any questions.

Senator PACKWOOD. Thank you. I do not have any questions.
Senator DOLE. An excellent statement. I do not have any ques-

tions. Thank you.
Ms. COffER. Thank you.
[The prepared statement of Ms. Cotter follows:]

a
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PREPARED STATEMENT OF THE AMERICAN NURSES' ASSOCIATION,
BY DELORA COTTER, R.N., EXECUTIVE DIRECTOR, DENVER

VISITING NURSE SERVICE

Mr. Chairman, I am Dolora Cotter, the Director of the Denver Visiting

Nurses Service. I am pleased to have the opportunity to appear today on

behalf of the American Nurses' Association. Before I address the problems

of home health I would like first to focus on its successes. There are in

this country millions of older persons who have used home health care

benefits under Medicare since 1966. Only their stories of receiving the

nursing, physical therapy, home health aide or other services and what it

meant in terms of sustained independence and quality of life would give us

the human glimpse of this issue today.

In their absence, I cite the example of an 82 year-old man who died

last year. He had a stroke in 1966 at 70 years of age, the year the Medicare

program started. He returned home with total paralysis of right arm, a

brace on his right leg and the need to learn new skills in feeding himself,

dressing and walking. He had a nurse and a physical therapist for several

months the first year, then went four years without service. He had prostate

surgery, lost strength with the hospitalization, required a visiting nurse

for a month after he went home to help him regain his ability to walk, restore

normal management for his bowels, and provide teaching of his wife to cope

with his somewhat lower level of functioning. In 1973 both he and his wife

had severe flu. Family members from across the country mobilized to return

to help their parents for three or four weeks. An occupational therapist

and nurse were needed for a month to re-teach skills of independence.
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In 1975, at age 80 the man developed cancer of the lung. The final year of

his life was more demanding. Home health aide care was essential, and a

visiting nurse was needed more oftebin.the last two months of this illness.

He died at home -- after eleven years of fairly severe handicap and one

year of severe debilitation. Was home care a success? Yes, in his eyes

and those of his family because he remained at home. Yes, in the eyes of

the Medicare/Medicaid which could have incurred probably a minimum payment of

$100,000 for his care in hospitals and a nursing home had home care not been

available. Total costs to the Medicare program were under $5,000.

Why then do we talk about failure of home health? We talk about failure

because for every person whose needs are verved, there is one who is not, for

whom the Medicare or Medicaid benefits don't match up with needs, who don't

remain independent with a chronic illness, who have early debilitation, loss

of apartment or home, separation from family and friends and return to the

dependence of a child in an institution.

The underutilization of the benefits for home health care relate to several

things: lack of information, excessive paperwork and regulations that restrict

the full utilization possible for those in need.

Availability of Home Health Service

What is needed then for more consistent success? Health care services

must be available for individuals to manage their health at home. It is basic

that services must exist. I am often asked to teach health planners how to

plan for a community's needs for in-home health services. It is a more

difficult task than planning for CAT scanners or hospital beds. The Congress

should insist that the Health Systems Agencies develop a rational planning base

for home care so that each conunity has adequate services available for

residents. The start-up money under Section 602, P.L. 94-63 is also a viable

tool. With very modest expenditure, there has been substantial gain in the

availability of services.
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Accessibility of Home Health Service

One of the greatest deterrents to access to home health service is the

lack of uniform interpretation of eligibility by fiscal intermediaries.

The 1977 GAO Report To the Congress On Home Health identified this as a

major problem. The 1979 HEW Report mandated by P.L. 95-142 states: "the

fiscal intermediary system has presented a number of problems. These

problems have been exacerbated by the lack of adequate national guidelines

defining and interpreting benefits, and of criteria for coverage and cost

reimbursement. The result ... has been widespread differences in inter-

pretation of benefits, in reimbursement practices, and in the determination

of the legitimacy of claims."

A Home Health Agency in Mississippi has consistently received denials

on the basis that the nursing service provided was not medically necessary

according to the intermediarX:s point ot view. Ali the denials tor nursing

services centered around a change in the patient's status - usually a

complication such as dehydration, stupor, or shortness of breath - which

necessitated increased nursing visits. The intermediary would not acknow-

ledge the complication and referred to the diagnosis for the initial plan

of care as the basis for denial. This is an area that needs to be clarified.

Nurses should be recognized as providers and they should be subject to

peer and utilization review for care provided. An intermediary should

not be able to arbitrarily deny payment based on a paper review.

* This same home health agency received routine denials for the

services of the social worker on the basis that the social worker's

services were not medically related. It seems that with this particular

intermediary the social work activities had to relate specifically to a

disease. Arranging for admission to a nursing home because a patient

was no longer manageable at home was not reimbursable.
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Another category of individuals who are ineligible for benefits is

those patients who may have had complications and/or secondary effects of

an acute illness which were not treated initially following discharge to

home because of lack of professional resources to meet the need, or the

physical inability of the patient to participate in treatment at the time.

For example, a patient was discharged following a stroke and was aphasic.

Three years later his physician requested home care speech therapy which

was denied because the asphasia was of long standing and he was therefore

Ineligible for services. In othe: words, he who gets poor care in the

beginning must suffer on.

Entry to Home Health Care

The role of the physician as the only gatekeeper for home care must be

examined. The long-term chronic illnesses of the aged do not lend themselves

to the acute care model of health insurance. The physician may see an elderly

patient with a chronic condition once a year, if that often. A professional

nurse, called to the home by friends or family, because of health problems

is often better able to assess the in-home needs and direct the care. A

significant failure of the program has been to limit benefits to those ordered

by the physician, related to acute care, and for services to be provided in an

environment the doctor has rarely if ever seen. The role of the physician as

gatekeeper for acute episodes may be defensible. E446ally defensible is the

role of the registered nurse as gatekeeper for benefits during periods of

relative stabilization when maintenance services are required. Nurses in

hospitals should be able to make home nursing referrals based on nursing needs

of the patient.

Regulation to Assure Accountability

National health policy must assure that provider agencies will be

accountable to the users and the payor. Paper regulations which are coming
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in increasing abudance since home health scandals in Florida are creating

real problems for in-home services. The nature of care, given where it is,

defies application of regulatory constraint. The increasing regulatory

constraints developed to catch the offender, and with the penalties to come

from Washington of the local intermediary are not really effective and we think

care can be better improved through other mechanisms.

We strongly urge you to consider a model of monitoring which could be

regional In nature, involve providers and state, federal and intermediary

representatives to provide regional surveillance. I believe I could walk

into the Brooklyn Visiting Nurse Association or the Fort Lauderdale agency

with selected data and, in a fairly short time, have a sense of that agency's

fidelity to its consumer and the Medicare program. Providers must take

responsibility to share in utilization and peer review of other agencies.

Reiinhirnemen t

Current methods of home care financing are fragmented. A positive

trend is the inclusion of home care benefits in private health insurance.

For the federal programs, the elderly indigent patient often mut weave

between the eligibility wnder Titles XVIII, XIX, MC. Principles for

improving reimbursement include:

(1) To the degree possible, financing should maximize the individual's

usual support systems. The individual and the family should be

encouraged to take personal financial responsibility for health

care. Wherever possible, the family's role-in providing home

health carefinancing should be enhanced and supported. Out-of-

pocket health care expenditures should be tax deductible regardless

of the family member for whom they were spent.
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(2) Current financing for home care includes public, voluntary, third-

party, and individual payment for services. Such collaboration

should be continued in order to sustain home care. However, the

principal current payment mechanism must solidly incorporate out-of-

institutional care in the benefit package.

(3) Reimbursement mechanisms should facilitate patient entry into

the service based on the need for the service rather than the

medical diagnosis. a

(4) Reimbursement should be based on the appropriateness of the

service, rather than on the site where care is provided.

(5) Professional services within the scope of practice, when

needed and when deemed appropriate by professional providers,

should be reimbursed. The appropriateness of professional

services should not be determined by financial regulations.

The appropriateness of nursing service should be determined

by the professional nurse.

(6) Reimbursement for durable medical equipment used in home

care should be based on lowest cost in terms of rental vs

purchase. This now is a real problem area.

Lastly, the cost per case should be considered as an appropriate way

to finance home health care. The present method of using the per visit 0

cost distorts the real cost of the program by those agencies using a low

charge per visit but providing an excess of visits to patients, thus

inflating the real dollars spent. Utilization review effort could help here.
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Current Legislative Proposals. (S489, S505, S748)

The Home Health Report prepared by the Health care Financing Administra-

tion and eventually released by the Secretary to the Congress is a disappoint-

ment. Despite the Congressional mandate to do a thorough and comprehensive

study of home health services for the purposes of recommending legislative

changes, the choice, due to fiscal restraints, was not to make recommenda-

tions but to undertake a major research effort for F.Y. 1980. We question

the cost effectiveness of this approach.

In the current legislative proposals before the Senate, The American

Nurses' Association supports the elimination of the 3-day prior hospitali-

zation requirement and deletion of the 100-visit home health visit limit.

Wp M1..nrP 01a velrnent of---------------ccraace program for

home health care, as for all health care services, consisting of several

components, including development of measurements (standards), ascertaining

the degree to which the stated standards are met, and introducing changes

based on information supplied by the measurements. These changes are

directed to the improvement of care; tne degree to which care is improved

will indicate program effectiveness. Quality assurance is an action oriented

program, not a static, paper review program.

We are concerned that current legislative proposals for home health

continue to foster the growth of the costly acute care model and do not

recognize that nursing services are the central services of any health care

program provided at home, and therefore that the registered nurse is the

most appropriate professional provider to identify, plan for, and manage

the health needs of persons in their homes. Professional nurses should be

clearly identified in the proposed home care legislation as providers of

home health nursing services.
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No national mechanism currently assures orderly growth of services

provided in the home. Only a few'states have certificate-of-need legislation

for home care services. Although it is argued that this lack of constraint

may assist the growth of health services to be provided in the home, there

is no data which would support this claim. Further there is some evidence

that fraud and abuse of federal reimbursement is greater where excessive

services exist.

With the exception of those states having certificate-of-need legisla-

tion for home care, planning agencies do not have the opportunity to

influence the development of home care services in underserved areas. They

lack the leverage and expertise they would have if all applications for

new programs for services at home were submitted for review and comment.

The American Nurses' Association urges the inclusion of certificate-of-need

provision in the proposed home care legislation.

Legislation to assure that health planning agencies take responsibility

to assure availability and lack of costly duplication of home health services

would assist the consumer, the federal payor, communities and providers in

their desire to have the best possible care for the least cost.

Senator PACKWOOD. Merritt Jacoby.

STATEMENT OF MERRITT W. JACOBY, ACTING SENIOR VICE
PRESIDENT, GOVERNMENT PROGRAMS DIVISION, BLUE
CROSS AND BLUE SHIELD ASSOCIATION
Mr. JACOBY. Mr. Chairman, Senator Packwood, I am Merritt

Jacoby, acting senior vice president of the Government Programs
Division of the Blue Cross and Blue Shield Associations. We are
happy to have this opportunity to comment on the current and
prospective matters of interest in the home health care program.

I have submitted, as have the others, written testimony for the
record. I ask that it be accepted.

Senator PACKWOOD. It will all be in the record.
Mr. JACOBY. I will therefore provide a brief, oral summary of our

position with respect to this health care benefit. As a private
health underwriter, we are encouraging Blue Cross plans, in their
offering of home health care coverage to local groups, national
employee groups, and to individual subscribers.
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More than 60 of the 68 Blue Cross plans offer this benefit in a
variety of forms. We believe that appropriate and controlled use of
the benefit, and expansion of the benefit coverage, offer opportuni-
ties for cost savings as an alternative to more expensive institution-
al care and, as expansion of services, to more completely meet the
needs of homebound patients as identified by some of the previous
people who have testified.

In that context, however, in conducting the administration of
this benefit for medicare and for our own lines of business, we
believe it is important to carefully consider any benefit changes in
terms of the objective to be achieved. Moving off of the objective
and with the clear understanding of what it is you want to accom-
plish, you can then structure the benefit change in such a way as
to enhance achievement of the objective.

Related policy, procedures, and operational or administrative
controls are often critical in the achievement of that goal. In fact,
in some instances, experimentation is warranted. For example,
among other considerations before this subcommittee is the addi-
tion of an intensive, or more intensive level of home health agency
care, which offers a real opportunity for cost savings in today's
environment, a very desirable objective.

However, it's conceivable that, without appropriate administra-
tive development, possibly even some form t. experimentation, that
the addition of that benefit would not, in fact, become an alterna-
tive to the higher cost of the inpatient care, but could become an
add-on, thereby failing to achieve the objective.

As you know, we are also a prime contractor for the administra-
tion of medicare part A benefits. The association is intermediary
for 77 percent of the participating home health agencies. We relate
our experience in our own line of business, and our administrative
experiences as a contractor to the Federal Government, to our
perceptions of the benefit that is under discussion, and the needs
being identified, both those that have to do with expanding the
benefit and those that have to do with introducing more effective
administrative controls.

As a medicare intermediary, we are very sensitive to the several
areas of concern in administration which are sometimes cited as
reasons not to more effectively use the home care benefit as a
needed alternative to in-patient care and as an expanded benefit to
meet the needs of maintenance care in the home.

We believe that these problems can be, and will be, adequately
addressed and resolved. Our recommendations, specific recommen-
dations, have been provided to the health care financing adminis-
tration.

Senator PACKWOOD. Let me stop you for just a moment. I have to
recess the hearing for 2 to 3 minutes so I can go vote. Senator
Talmadge should be right back.

A brief recess was taken.]
nator TALMADGE. Mr. Jacoby, you may proceed, sir.

Mr. JACOBY. Mr. Chairman, as I was indicating, we believe that
the current problems in medicare administration which have been
identified in a variety of reports, and matters of concern in terms
of possible expansion of the scope and depth of this benefit, can be
and will be resolved. We have provided specific information and
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recommendations to the health care financing administration with
respect to how we feel these can be resolved, and we have provided
to the Congress in previous testimony similar kinds of recommen-
dations.

Our written testimony, submitted to this subcommittee, includes
those recommendations and some of our thinking on the problems.

To summarize, we believe that there are three areas of adminis-
trative policy and procedure which need a combination of change
and refinement to achieve needed controls and clarification. We
would regard it as unfortunate if expanded use of this benefit could
not be achieved because we together were not able to resolve these
problems.

First, we believe a uniform set of definitions policies and proce-
dures for claims processing and provider audit and reimbursement,
should be developed. Second, we think a reliable data base is
needed with which uniform, equitable and comprehensive screen-
ing could be accomplished in claims review and for audit of provid-
ers cost.

Finally, we believe that timely notification of changes and clarifi-
cation in current program policy should be made available to home
health agency providers and all parties with responsibility of ad-
ministration.

It seems apparent to us that there are confusions and misunder-
standings with respect to the benefits, as well as some of the
administrative activities that we carry out.

The actions which we are recommending are in accord with
recommendations that are in the May 15 GAO report, "Home
Health Care Services: Tighter Fiscal Controls Needed.'"

We believe that these actions will provide needed improvement
in administrative controls as a basis for more effective use of this
alternative to in-patient care.

We believe that improved administrative tools should be imple-
mented quickly.

Thank you, Mr. Chairman.
Senator TALMADGE. Thank you, Mr. Jacoby. I have only a couple

of questions.
Has anyone ever prepared a report on Blue Cross's own experi-

ences in paying home health benefits that you might submit?
Mr. JACOBY. Yes, sir. I am sure we could put together some

information that would be useful to this committee. I will make a
note to do so.

Senator TALMADGE. You will submit it for the record?
Mr. JACOBY. Yes, sir.
[The information to be provided follows:]
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In response to Senator Talmadge's request of MerrittW. Jacoby

during the May 22 hearings on home health care, we are submitting further

views on various home health care issues for the Committee's information

and consideration. The following is a brief report discussing some of the

Medicare benefit expansion proposals now before the Committee. In this

discussion, as requested by the Senator, we draw on Blue Cross and Blue

Shield Plan experience in administering Plan home health care benefits.

In addition, we are providing a copy of the Blue Cross Association's Home

Health Care Model Benefit Program and Related Guidelines, which provides

a thorough description of the Association's guidance to Plans with regard

to financing home health services.

Blue Cross and Blue Shield Home Health Coverages

As our May 22 testimony indicated, the Blue Cross and Blue Shield

organizations support broad home health care coverage. Blue Cross and

Blue Shield Plan involvement in home health care began as early as the

1950's. Today, 61 of the 68 Blue Cross Plans offer home health care bene-

fits covering over 40 million subscribers and their dependents. In many

places, such as Rochester (New York), Connecticut and Philadelphia, Plans

have been partners in the development of some of the most innovative and

successful community home health care programs in the country. The

Philadelphia Plan, for example, has helped pioneer the development and

financing of hospital-based, coordinated home health care. The Rochester

48-611 0 - 79 - 13
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and Connecticut Plans have been active in the development and financing

of coordinated home care in their communities. In addition, the Rochester

and Connecticut Plans are among several Plans now reimbursing for an

extended range of home care services for the terminally ill. Many other

Plans are actively working with various providers to improve the coverage

and delivery of home health services in their communities.

An important lesson learned from this experience with home health

car,3, and other benefit programs as well, is that there are no inherently

good health care benefits. How health care benefits are implemented is as

critical as the ideas behind them. For Blue Cross and Blue Shield Plans,

this has sometimes meant years of discussion and cooperative effort with

health care providers, subscribers and government agencies to assure that

benefits are what subscribers want and can afford and what providers can

effectively and economically deliver.

The concept of working with local providers is central to the develop-

merit and financing of effective home health care services; and it is this

aspect of health care financing that is stressed repeatedly by Plans which

offer home health care Qoverage. Their experience indicates that considerable

effort directed at provider education, discharge planning, appropriate

patient treatment plans, service coordination and utilization review is

fundamental in making quality home health care services available in their

communities. rhe beneficiary of cooperation between local Plans and
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providers is the patient, since the primary objective of these efforts is to

provide needed services in a way that will most economically use health

care dollars.

This suggests that concomitant with changes in Medicare policy on

home health care coverage, there rust be an administrative structure that

is sensitive and responsive to local differences in the need, capacity, and

capability to provide home health care services, Our experience indicates

that because of these differences, some communities have far more diffi-

culty than others in dealing effectively with additional incentives to expand

home health care delivery. For these communities especially, resolution

of the administrative, reimbursement and auditing problems discussed in

our May 22 testimony, proper government planning for home health coverage

expansion, and a strong intermediary system can mask the difference between

achieving and not achl~ring sound, systematic delivery and financLng of

local home health care services.

Position on Medicare Home Health Coverage Expansion

Reiterating our earlier testimony, we support the development of a

more comprehensive home health care program for Medicare beneficiaries,

pst as we do for our own subscribers. Availability of and payment for a

comprehensive range of health care services for patients in their homes is

an essential part of a total health care system. However, movement

toward this goal--such as expansion of Medicare home health coverage
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into the intensive and maintenance levels of care and the elimination of the

prior hospitalIzation, 100 visit and homebound restrictions--should be

accomplished in a manner that promotes appropriate use of home health care

as ala alternative to more expensive levels of care. Our experience tells us

this goal cannot be accomplished through benefit expansion alone. Also

required are time, cooperative effort and an understanding of why physicians, 6

hospitals, consumers, and others make the health care utilization decisions

they do and what can be done to influence people to decide differently.

Accordingly, we recommend that any expansion of Medicare home health

coverage authorized by the Congress at this time be done In a controlled and

phased manner. We will discuss each of the areas of proposed expansion

separately.

Expansion of Coverage to Intensive Levels of Care

Currently, Medicare covers what can be termed an "intermediate"

level of care. This care is appropriate for patients who require active

treatment or rehabilitation of a relatively controlled disease or injury.

Thus, intermediate home care focuses primarily on skilled nursing care,

physician, respiratory and occupational therapy and health aid services.

An "intensive" level of home care services is directed toward less

medically stable patients requiring an array of professional, technical and

health related services that would usually be provided to hospitalized

patients. In theory, patients receiving an intensive level of home health
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care services would otherwise have to be hospitalized or confined to a

skilled nursing facility. In this context, properly organized and administer-

ed intensive home health care services should help contain health care

costs by reducing the use of inpatient care.

About half the Blue Cross Plans offer benefits for the intensive level

of home health services. Their experiences Indicate that significant time

and resources are required to develop, implement and administer Intensive

level home health care programs that can contain health care costs through

reductions in inpatient utilization. Moreover, documenting cost savings

associated with such programs is difficult. The costs associated with the

inpatient capacity made available because of home care utilization can

offset savings that result from this use of home as opposed to inpatient

care.

The Philadelphia Plan, for example, has operated one of the country's

most highly regarded home health care benefit programs for nearly two decades.

Growth in the program's admissions has been relatively steady, attaining

approximato.-ly 4,000 intensive home care admissions during last year. Yet

utilization of the benefit program is considered low, indicative of the length

of time required for ever the best home health care programs to reach their

potential. The progsdm has nonetheless achieved significant cost savings

in patient care. The Philadelphia Plan has calculated that between 1972

and 1974, utilization of home health care services under this program helped
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result in average savings of 12 inpatient days per case, yielding an average

net dollar savings of approximately $500 per case.

Several other Plans offering Intensive levels of benefits, such as

those in New York City, Michigan, Connecticut, Maryland, Rhode Island,

Toledo and Maine, have had similar experiences. Home care benefit utili-

zation has been growing, with estimated inpatient days saved ranging from 7

to about 15 days per case. As in the Philadelphia case, favorable results

have not been achieved rapidly, as most patients and health care providers

have been generally cautious in using intensive home health care benefits.

Administration of Intensive Home Health Coverage

... . The complexity of a benefit program covering an intensive level of

home health services can be best appreciated by considering the adminis-

trative and other factors Blue Cross and Blue Shield Plans find important in

meeting the service delivery and financing of these programs. There must

be providers that are capable of delivering the broad range of services

frequently required by patients- having relatively unstable medical conditions.

There must be substantial coordination among providers of the different types

of required services, so that there is a clear continuum of care, and neither

patients nor their families are left with the responsibility of contacting

multiple providers to assure that needed services are rendered. Hence,

there must be strong linkages among home care agencies, hospitals, physicians

and others, an element of organization difficult to achieve in many communities.

There must also be effective hospital discharge planning, a factor frequently

complicated by staffing problems and other priorities.
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Critically important to the success of intensive home health services

is the education of physicians and other health care professionals. One of

the most difficult tasks in implementing an intensive home health care program

is assuring physicians that the program can provide the types and quality of

services patients need If they are to be cared for effectively in the home.

Utilization review (UR) is also essential. Plans have implemented

many forms of home care UR, Indluding prior service approval, retrospective

claims review, and active review of providers' patient treatment summaries.

Effective utilization review requires that Plans work closely with home health

providers to avoid inconveniencing patients and to instruct providers in

appropriate use of home health benefits. Many Plans maintain an adminis-

trative flexibility that permits benefit decisions to be made on the basis of

medically necessary service needs outlined in individual patient treatment

plans. The latter requires close scrutiny of care rendered, but appears to

result in little unnecessary or inappropriate utilization.

Finally, there must also be accurate and thorough provider reporting

including financial information. Without such, monitoring and evaluation

of intensive home health care service delivery and financing is not possible.

Intensive Home Health Service Coverace Recommendations

Our recommendation regarding the expansion of Medicare coverage to

the intensive level of home health care services is to proceed cautiously,

considering the following:

o First, we believe that there needs to be separate or

additional certification criteria for providers of
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intensive home health care services. This is necessary

so that providers claiming to provide or coordinate this

level of service can really do so.

o Second, the Intensive home care benefit must include an

array of professional, technical and other health related

services necessary to care for patients experiencing an

unstable illness ov disease.

Ambulance or similar transportation services that are

medically required should also be included. All

services should be provided under intensive physician

and nursing management, with appropriate documentation

of treatment plans.

o Third, appropriate utilization and financial monitoring

criterlaand procedures must be developed and implemented.

o Fourth, there must be an educational program directed

at patients, physicians, hospitals and home health

agencies to encourage and to instruct In the use of

intensive home health care services.

o Finally, there must be adequate support for inter-

mediaries to maintain productive working relations

with home care providers to assure proper adminis-

tration of Medicare coverage.
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Expansion of Coverage to Maintenance Levels of Care

The "maintenance" level of home health services focuses on assistance

with daily living activities and personal care. Patients receiving such

services are generally stable medically and usually require only periodic

assessment to maintain stability or progress in recovery or rehabilitation.

A significant portion of maintenance level services are supportive in nature

and thus may not be as closely related to a patient's medical care plan as are

the services provided in the intensive or intermediate levels of care.

Very few Blue Cross Plans offer maintenance level home health care

benefits. Primary reasons for this are the complexity of relating maintenance

category services to medically necessary treatment, difficulty in establish-

ing utilization and other administrative controls, and the risk of high costs

and adverse impact on subscriber rates. In short, neither Plans nor their

accounts are convinced that payment for this level of care is a reasonable

responsibility for health insurers to undertake at this time. Moreover,

there is no evidence that benefits for this level of care would be cost

containing. While there is a need for such care among the elderly, we would

predicate expansion of Medicare coverage for maintenance level home care on:

o Availability of adequate Title XVIII funds;

o Development of strict utilization controls; and,

o Evaluation of experience in funding this level of care under

Title XX of the Social Security Act.
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El nnation of the Three-Day Prior Hospitalization Recuirement

Over half the Plans offering home health care coverage have no prior-

hospitalization restrictions, and several others are considering dropping

such restrictions in favor of direct admission policies. Some of the Plans

that retain prior hospitalization restrictions will waive them on a case by

case basis to permit direct home care admission where patient care will

clearly benefit. Generally, it appears that direct admission to home care

programs provides an additional incentive for patients and physicians to use

home health services as an alternative to hospitalization.

A prior hospitalization requirement can be a useful mechanism for pro-

gram control. Hospitalization or prior use of intensive home care services

can act as evidence of the medical need for recovery or rehabilitation services

during the same spell of illness. It should not, however, act as an arbitrary

barrier to accessibility of appropriate, needed care. We therefore recommend

that the Committee:

o Eliminate the prior hospitalization requirement and permit direct
admission to the intensive level of care; ar,d

o Retain the requirement as applied to the Intermediate level of
services, with a waiver permitting admission to intermediate
care for patients previously receiving intensive home care
services during the same spell of illness.

We note that effective utilization of direct admission policies is

particularly sensitive to physician acceptance and confidence in the home

care concept and local home health programs and providers. Plans find that

without such acceptance, admission to home care programs prior to hospitali-

zation occurs infrequently. A relatively long period of implementation
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and promotion of home care among physicians is therefore quite important

in achieving effective direct admissions policies.

Elimination of the 100 Visit Restriction

Very few Plans have open-ended benefits with regard to home health

care visits. Most Plans place limitations on home health benefits by re-

stricting the number of visits-or restricting the duration of stay, or by

specifying a rntio that links number of visits available to the number of

unused hospital days provided in a subscriber's contract. Many Plans apply

these restrictions flexibly, allowing exceptions to be made where medically

necessary.

A few Plans have no contractual visit limitations, but instead determine

administratively the number of visits that will be covered. This is done by

reviewing individual patient treatment plans with home health providers.

Decisions are based on whether the services outlined in each treatment

plan are medically necessary and appropriate.

Interestingly, few Plans find that subscribers exhaust their home

health benefits, even under the most restrictive programs. Most Plans

nonetheless appear inclined to maintain visit limitations as an element of

benefit control. Until more is known about duration of stay and other home

care utilization factors, Plans believe that home care programs should not

have open-ended benefit provisions.

Based on the practices of most Blue Cross and Blue Shield Plans,

we recommend that the 100 visit limitation be eliminated only after
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alternative means of controlling this aspect of home care coverage have

been developed and tested on a pilot basis. For example, the visit limita-

tion might be dropped for skilled nursing services but retained in some form

for home health aide and other services.

Elimination of the Homebound Requirement

The majority of Plans restrict home health care benefits to services

provided to "homebound" patients. This requirement acts as an administrative

control muchas it does in the Medicare program. However, administration of

Plan homebound restrictions tends to be more flexible than in the Medicare

program. Exceptions are sometimes made in cases where visits away from

the home are necessary to obtain health care (e.g., laboratory and x-ray

services) that cannot be provided in the home, or where a patient's health

can clearly benefit. Such exceptions can be especially Important to the

success of intensive home health care programs, since physicians and patients

are reluctant to use home care if reimbursement or other obstacles make

hospitalization financially and administratively more convenient.

Eliminating the homebound restriction entirely and all at once could

create significant administrative problems for a program as large as

Medicare. Our recommendation is to replace the current homebound re-

striction with a new provision that would permit exceptions to be made on

the basis of approved patient treatment plans that justify medically related

travel or other necessary visits away from a patient's home.
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Additional Consideration: Importance of Health Planning

As has been mentioned, successful home health care delivery and

financing entail substantial cooperation among payers and all levels of

providers. In this context, community wide planning can be an important

adjunct in assuring that home health care capacity is neither so excessive

nor so restrictive as to discourage or distort the utilization of such services.

The Congress should therefore encourage greater use of the health planning

process to achieve these goals.

Ore way this can be accomplished is to require that all home health

care programs be subject to certificate of need (CON) reviews and that home

health care be specifically addressed in HSAs and SHPs. We believe that

this position ought to be included in any renewal legislation for P.L. 93-641.

Conclusion

Effective community home health care systems that provide a com-

prehensive range of health services to individuals in their homes are an

essential element of a total health care system. Cost effective home health

care is difficult to achieve however; yet health insurers and policy makers

at the local, state and national levels must provide the framework for

accessible services while minimizing opportunities for inappropriate

utilization. The Blue Cross and Blue Shield organizations support broad

home health care coverage within the limits of community need, subscriber

demand, financial feasibility and provider capacity and capability. We

believe that changes in Medicare's home health care coverage should be

made within the context of similar limitations, and that the government,

through Its intermediaries, will have to emphasize local administration in the

context of national policy.

We appreciate the opportunity to comment further on this matter and

are available to provide additional information to the Committee.
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PREFACE

The Blue Cross Association recognizes the need for Home
Health Care to be a viable and essential component of the
health care delivery system. Although Home Health Care
represents a long standing form of patient care, its effec-
tive use continues to be hampered by a general lack of
acceptance and understanding of its nature and merits, by a
delivery system limited in scope and unavailable to large
portions of the population, and by a lack of adequate and
appropriate financing, These obstacles need to be overcome
to achieve the maximum potential of Home Health Care as a
quality, cost-effective patient care service.

For over two decades, the Blue Cross organization has been
involved in providing benefits for Home Health Care services.
This involvement has grown to the point where now most of
the 70 Blue Cross Plans throughout the U.S. provide some
form of prepayment benefits for this service. In the
interests of expanding this activity and to help promote
greater acceptance and effective use of Home Health Care,
the Blue Cross Association has prepared this document which
sets forth a model for the design of comprehensive Home
Health Care benefit programs.

This document is primarily intended for use by local Blue
Cross Plans as an informational guide to aid discussions
with providers and other interested parties in planning and
development efforts. As such, the information presented
seeks to provide insight into what are desirable character-
istics of an effective Home Health Care delivery system and
supportive benefit program, and also what are desirable
related responsibilities of both providers and Blue Cross
Plans.

Achieving the improvements necessary to advance the Home
Health Care field will require the cooperative efforts of
all concerned -- providers, third-party payers and consumers.
It is hoped that this Model Benefit Program and related
guidelines will help in this worthy endeavor.

ii
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INTRODUCTION

In 1974, the Blue Cross Association (BCA) Board of Governors
adQpted a policy statement urging Blue Cross Plans to offer
Home Health Care benefits and to participate in planning,
developing and implementing Home Health Care programs.

The quality and cost of health care must be effectively
balanced in an acceptable health care system. Essential

* elements of health care encompass the efficient application
of medical, professional, technical and related bio-medical
resources and knowledge to the treatment of acute and long
term illness and disability; health education and the necessary

46 measures to promote and maintain health and to prevent
illness; and the administration and coordination of all
health care services in a manner that will ensure delivery
of, and access to, care of acceptable quality. A system for
the delivery of health services to individuals in their
homes is a fundamental component of an effective and efficient
health care system.

The Blue Cross Association Home Health Care Benefit Program,
which is offered as a recommended model to local Blue Cross
Plans, is intended to promote and support the development of
a Home Health Care delivery system that will impact favorably
on both the quality and cost of health care. Subject to
limitations imposed by local conditions, it proposes an
extensive range of Home Health Care benefits. It also calls
for reimbursement that will logically support the benefit
package and ensure appropriate payment to providers.

Personal care and environmental supportive services as well
as medical services are frequently needed to care for patients
in their homes. This presents difficult challenges in
structuring a cost-effective Home Health Care benefit program
which is consistent with the role of the health insurance
mechanism. The recommended program attempts to meet these
challenges. While it is essentially medically-oriented, it
includes coverage for certain personal care and supportive
services which may be necessary to achieve medical goals.
This minimizes financial disincentives to the use of home

4 care because of the cost of such services; at the same time
the financial risk of the program is kept within reasonable
and manageable limits.

Providing and financing all personal care and environmental
supportive services that might be necessary to maintain an
acceptable condition in the patient's home for health promotion
and rehabilitation are part of a larger social problem and

-1-
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challenge -- one that health insurance cannot alone resolve,
but one in which it can and should play a part.

The Home Health Care Benefit recomended by BCA is a carefully
structured &nd balanced approach to providing Home Health
Care benefits. The fact that Home Health Care services are
presently offered under varying circumstances and through
diverse types of organizations has been considered. The
Program and related guidelines and principles can be applied
to all Home Health Care provider organizations, although
minor modifications of administrative procedures may be
necessary to enable Blue Cross Plans to respond to local
situations and governmental requirements.

-2-
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SECTION I

HOME HEALTH CARE AND THIRD-PARTY REIMBURSEMENT

An effective Home Health Care system that provides a comprehen-
sive range of health services to individuals in their homes
is an essential component of a total health care system. In
addition to providing needed health care services, it uses
to the degree practicable all resources that are available
in the patient's home. The family and home environment
offer substantial therapeutic and supportive resources for
the care of the patient, and are central to the prevention
of illness and to the maintenance of health.

A. CHARACTERISTICS OF AN EFFECTIVE HOME HEALTH CARE SYSTEM

The conditions of patients for whom Home Health Care is
an appropriate treatment modality may range from complex
and fluctuating illness situations to relatively control-
led disabilities. Therefore, Home Health Care encompasses
a wide range of professional, para-professional, techni-
cal, and related medical and supportive services. The
organization and administration of these services may
involve diverse health care provider organizations
including community home health agencies, general and
special hospitals, and various other community health
and social agencies. Within this context, the following
characteristics should be considered in developing Home
Health Care programs:

1. A Home Health Care system should include INTENSIVE,
INTERMEDIATE and MAINTENANCE (or BASIC)* structures
of services to ensure that the needs of patients
are effectively and efficiently served. These
frameworks of services help to rationalize the
system and to foster an orderly continuum of care
that is related to the changing needs of patients.

a. INTENSIVE HOME HEALTH CARE is appropriate for
patients who --

0 o require active treatment and/or rehabili-
tation of an unstable disease or injury;

0 require a concentrated degree of physician
and professional nursing management
including frequent observation and/or
treatment;

*See definition of Categories of Home Health Care,
page 8.
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o require centralized administrative and
professional coordination of the treatment
plan and the various services provided;
and

o without the availability and use of
INTENSIVE Home Health Care would require
inpatient care.

INTENSIVE HOME HEALTH CARE includes the array
of professional, technical and health related
services usually provided by hospitals to
inpatients, plus ambulance or similar transporta-
tion services that are medically required and
cannot be furnished via public or private
transportation resources that are available
to the patient. Such services are provided
under active physician and nursing management.
They are provided through a central administra-
tive unit and are professionally coordinated
by a registered nurse.

b. INTERMEDIATE HOME HEALTH CARE is appropriate
for patients who --

o require active treatment and/or rehabilita-
tion of a relatively controlled disease
or injury;

o require a lesser degree of physician
supervision and management; and

o require primarily nursing care and/or
physical rehabilitation and health aide
services.

INTERMEDIATE HOME HEALTH CARE includes nursing
care, physical, respiratory, and occupational
therapy, speech pathologist service, medical
social service and health aide services.
Such services are provided by home health
agencies either singly or in various com-
binations.

c. MAINTENANCE HOME HEALTH CARE is appropriate for
patients who --

a
o are relatively stable medically;

o have reached a plateau in their rehabilita-
tion;
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o require periodic assessment of their
clinical status and regular monitoring
to ensure, as possible, maintenance of
the rehabilitation achieved; and

o require assistance with activities of
daily living and/or supportive personal
care services.

MAINTENANCE HOME HEALTH CARE includes the various
health and related social and supportive personal
care services needed by patients who require
maintenance care which is sometimes inaccurately
referred to as "custodial care".

2. The delivery of Home Health Care services must be
coordinated by a professional nurse.

3. Because of the complexities involved in administer-
ing and delivering INTENSIVE Home Health Care,
this category requires a central administrative
unit within a provider organization and ready
access to the ancillary medical services usually
provided by a general hospital. Effective linkages
with other providers of health care must be estab-
lished to ensure the delivery of needed services
and, when necessary, prompt admission to a hospital.

4. A current and complete medical record must be
conveniently available to the attending physician,
the professional coordinator of services and
others providing care to the patient.

5. Both community home health agencies and hospital
home care departments can structure and deliver
all categories of Home Health Care. At the present
time, however, most community home health agencies
provide the INTERMEDIATE and MAINTENANCE categories.
Hospitals, which usually provide INTENSIVE Home
Health Care, generally establish contractual
arrangements with approved community home health
agencies for the purchase of nursing and therapy
services provided in patients' homes on a visiting
basis.

6. The Home Health Care system should offer a thera-
peutic resource and process that can be and is in
fact used for all patients without restrictions
regarding age, sex, diagnosis, race, creed, color
or principal source of payment.
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7. The quality of care provided should be monitored
and generally recognized professional standards
enforced.

8. The Home Health Care provider staff should be
directly and continuously involved in an established
process of patient care planning. This includes
ongoing evaluation of patients' continuing care
needs to determine, in association with attending
physicians, the most appropriate modality of
continuing care; participation in the establishment
of care plans; and arranging for the timely transfer
of patients to the proper care setting.

9. Patients who have not been previously treated-as
inpatients of a hospital or other inpatient facility
should be eligible for direct admission to all
categories of Home Health Care when such services
can properly serve their needs.

10. Reasonable utilization review processes should be
applied in a consistent manner.

11. Operational procedures for data collection, analysis
and reporting should permit valid appraisal of
costs and provider efficiency.

12. Standardized administrative and professional
policies and procedures should be developed and
maintained, as practicable. They should be flexible
enough to ensure the delivery of services that are
responsive to the particular and varying needs of
patients and their physicians.

B. DEFINITIONS*

1. HOME HEALTH CARE SERVICES

Home Health Care Services include an extensive
range of physician-directed professional, technical,
and related medical and personal care services
which are delivered to patients in their places of
residence on a visiting basis. They are provided
to implement a plan of treatment established for a

*See "Glossary" in Appendix B for additional defini-
tions of pertinent terms.

-6-



211 t

patient's care, and to supply health related
services which are needed to care for and maintain
patients in their own homes. Home Health Care
Services can include, but are not limited to*:

a. Nursing.

b. Physical therapy.

c. Respiratory therapy.

d. Speech pathologist service.

e. Occupational therapy.

f. Medical social service.

g. Nutritional guidance.

h. Home health aide service.

i. Homemaker service.

J. Diagnostic and therapeutic services and
materials hospitals usually furnish to their
patients.

k. Pharmaceuticals.

1. Medical/surgical supplies.

m. Durable medical equipment (on a short-term
rental basis).

n. Medical appliances and prosthetic devices.

o. Services provided in a hospital outpatient
department or other facility when needed to
properly care for a Home Health Care patient,
if such services cannot be delivered in the
home.

p. Ambulance or similar special transportation
services that cannot be furnished by public
or private transportation available to the
patient.

q. Dietary assistance (e.g., meals-on-wheels).

*This does not represent a list of benefits, but is
included to indicate the range of health care services
which may be delivered to patients in their homes.
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r. Supportive devices required to establish and
maintain an acceptable environment in the
home, and which are necessary for proper
implementation of a Home Health Care thera-
peutic plan, such as installation of hand
rails, ramps, telephone, etc.

s. Various services provided by community agencies
such as visiting teachers, friendly visitors,
vocational counseling, diversional, occupational
and social activities, etc.

Home Health Care Services noted above and others
not listed are organized and provided singly or in
various combinations according to the patient's
needs.

2. CATEGORIES OF HOME HEALTH CARE

The Categories of Home Health Care are service
programs which are structured administratively to
relate most effectively the delivery of services
to the medical conditions and needs of patients.

3. PROFESSIONAL COORDINATION

Professional Coordination means the responsibility
and related functions carried out, or supervised,
by a registered nurse in the delivery of Home
Health Care services, particularly those ordered
in a plan of treatment for INTENSIVE Home Health
Care services. Carried out under physician direction,
as appropriate, this is key to the effective ad-
ministration of Home Health Care. It includes
such functions as case finding, planning the
timely admission of patients to Home Health Care,
coordinating the delivery of necessary services to
patients in their homes, planning the discharge of
patients from Home Health Care and/or arranging
their transfer to other categories of Home Health
Care or to other modalities of care.

4. CENTRAL ADMINISTRATION

Central Administration of Home Health Care means
an identifiable unit within a hospital or other
community health agency that is responsible for
administering an INTENSIVE Home Health Care program
and supervising the delivery of such services to
patients.
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5. PROVIDER ORGANIZATION

Provider Organization means one of the various
community agencies or institutions which furnish
health related services. The two principal types
of organizations that provide Home Health Care are
community home health agencies and general acute
care or special hospitals.

a. Community Home Health Agencies --

are organizations which provide professional
nursing and at least one additional home
health service (i.e., physical or occupational
therapy, speech pathologist service, medical
social services or home health aide) on a
visiting basis. To qualify for Medicare and
Medicaid reimbursement, they must meet the
administrative and quality of care standards
specified in regulations governing certification
as a Medicare provider of home health services.
Many community home health agencies also
voluntarily seek accreditation under the
National League for Nursing/American Public
Health Association accreditation program.

The scope of services provided by community
home health agencies varies considerably.
The majority of them offer INTERMEDIATE and
MAINTENANCE categories of Home Health Care.
Some also offer the INTENSIVE category.

In some communities, various agencies have
merged into a single provider organization.
In others, special agencies have been established
to administer particular Home Health Care
programs.

b. Hospital Home Health Care Programs --

are managed within the hospital by a department
or unit established to administer a Home
Health Care Service. Administrative variations
are found among hospital Home Health Care
programs.

Due to the absence of generally recognized
definitions in the home care field until
recently, many hospitals have identified any
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unit responsible for case finding and referral

of patients to community home health agencies
as home care units or departments. The Joint

Commission on Accreditation of Hospitals
established Standards for Hospital-Based Home
Care Programs effective January, 1974. This
action, combined with the Medicare Conditions
of Participation for Home Health Agencies and
the definition of the three categories of
Home Health Care, have resulted in an increasing
number of general hospitals establishing Home
Health Care departments which generally
provide INTENSIVE Home Health Care. In most
instances, the hospital administered Home
Health Care program establishes cooperative
arrangements with community agencies for the
purchase of visiting nurse and therapy services
for its patients. Some hospitals provide all
categories of Home Health Care where community
home health agencies do not exist..

6. LINKAGES AMONG PROVIDERS

Linkages Among Providers means the administrative
and operational relationships which the various
health care provider agencies and institutions
establish to facilitate the coordination and
delivery of the complex range of services needed
by patients who can be cared for at home. Such
linkages are desirable and necessary to ensure
efficient and effective continuity of patient
care, the availability and accessibility of needed
services of an acceptable quality and to avoid
unnecessary and costly duplication of health care
services and facilities.

Administrative arrangements are established by
written agreements. Operational arrangements are
developed cooperatively among the organizations
involved and are based upon acceptable professional
standards and effective administrative processes.

C. FINANCING

1. FINANCIAL REQUIREMENTS OF HOME HEALTH CARE PROVIDERS

Financial requirements of Home Health Care providers
include the costs of planning, development and
growth of service programs, staff development, the
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costs of services delivered to patients, and other

administrative expenses.

The reasonable costs of operating an effective
Home Health Care provider organization should be
met by third-party payers, individual patients
and, as appropriate and necessary, by public funds
and general taxes. Start-up, development and
growth activities should be subject to the community
health planning process; inappropriate and unnecessary
duplication of services should be avoided. Provider
organizations must identify their financial require-
ments using generally accepted accounting principles
that properly document their expenses and allocation
of costs according to the services provided.

2. RESPONSIBILITIES OF THIRD-PARTY PAYERS

Payment policies and procedures should be established
by third-party payers:

a. To furnish effective support for .the delivery
of services of an acceptable quality according
to the medical needs of patients;

b. To cover the cost of medically required
services and the related direct and indirect
administrative expenses incurred in delivering
such services;

c. To promote and support the economical delivery
of Home Health Care services;

d. To promote and support the rational organization
and effective administration of Home Health
Care services; and

e. To support community planning for development
of a Home Health Care system.

These responsibilities fall equally upon private
and public third-party payers. In addition,
charitable and public funds should help support
growth, development, education and research costs.

It is especially important for reasonably standard
statistical and cost recording and reporting
methods to be established. This is necessary to
enable providers and payment organizations to
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identify costs accurately, to allocate expenses
appropriately, and to measure cost-effectiveness.

D. CHARACTERISTICS OF AN EFFECTIVE HOME HEALTH CARE BENEFIT PROGRAM

1. A Home Health Care benefit program should foster
and support compliance with accepted quality
standards in the administration and delivery of
services to patients.

2. A Home Health Care benefit program must log1ally
support its overall objectives through appropriate
benefit coverage and provider payment policies and
procedures.

3. The benefit program should be formulated and
administered in a manner that is compatible with
and supportive of the Characteristics of an Effective
Home Health Care System stated above.

4. The benefit program should be constructed in a
manner that will maximize the cost savings potential
of Home Health Care. When both providers and
Plans administer the benefit program properly,
INTENSIVE Home Health Care should produce measurable
cost savings by permitting the period of inpatient
care to be shortened or avoided entirely. INTERMEDIATE
and MAINTENANCE Home Health Care offer cost savings
potential in particular cases by avoiding or
postponing the need for the various levels of
nursing home or other institutional care.

5. Promotional and marketing practices should be
established that present the Home Health Care
benefit program as useful, desirable and competitive
in the marketplace.

6. Recognition of the differences between Home Health
Care and institutional care is essential. A
thorough understanding of its organization, administration
and financing complexities is necessary.
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SECTION II

MODEL HOME HEALTH CARE BENEFIT PROGRAM

A. OBJECTIVES OF THE HOME HEALTH CARE BENEFIT PROGRAM

The Blue Cross Association recognizes that one of the
major deficiencies of the health care system is the
absence of an effective sub-system for the organization
and delivery of a comprehensive range of health care
services to patients in their homes. The Home Health
Care Benefit Program recommended by BCA is intended to
encourage and support the rationalization of professional
and related technical and supportive medical services
provided in the home so a continuum of health care of
an acceptable scope and quality will be more available
and accessible to patients.

Specific objectives of the Benefit Program are:

1. To serve better the needs of present and potential
Blue Cross subscribers by encouraging and supporting
the availability and accessibility of Home Health
Care of an acceptable quality;

2. To promote the development and use of Home Health
Care as an integral component of the total health
care system in order to help bring about more
effective use of health care institutions, services,
facilities and manpower;

3. To promote the appropriate use of Home Health Care
as a viable alternative to institutional care;

4. To foster the development and implementation of a
more uniform, comprehensive Home Health Care
benefit program within the Blue Cross organization
which will promote a more viable Home Health Care
delivery system in the United States;

5. To recommend guidelines, principles and procedures
to help Blue Cross Plans develop, implement and
administer effective Home Health Care benefit
programs; and

6. To encourage the collection and reporting of
reliable and comparable experience data regarding
the administration, utilization and costs of Home
Health Care which will facilitate consistent local
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and national evaluation of Home Health Care services
and the Benefit Program.

B. MODEL HOME HEALTH CARE BENEFIT PROGRAM PROVISIONS

1. BASIC CONTRACT BENEFITS

a. Covered Services

Full service benefit coverage for the following
Home Health Care services that are delivered
by a Blue Cross Plan approved participating
provider organization, subject to the conditions,
limitations, and exclusions specified in the
patient's Basic Subscriber Agreement:

(1) INTENSIVE Home Health Care --

including all professional, technical,
ancillary medical services, supplies and
medical equipment that are usually
provided by a general hospital and which
would be covered if the subscriber were
an inpatient in a general hospital or
skilled nursing facility; also, health
aide services. In addition, ambulance
or similar patient transportation services
that are medically necessary and cannot
be furnished by public or private trans-
portation available to the patient.

(2) INTERMEDIATE Home Health Care --

including specifically nursing care,
physical, occupational and respiratory
therapy, speech pathologist service,
medical social service and related
health aide services.

b. Duration of Home Health Care Service Benefits

(1) INTENSIVE Home Health Care --

that is reasonable and medically necessary
should be covered for a maximum of
90 patient days during each benefit
period as defined in the patient's
Subscriber Agreement. Unused Home
Health Care benefit days should not be
carried over from one benefit period to
another.
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(2) INTERMEDIATE Home Health Care --

that is reasonable and medically necessary
should be covered for a maximum of
90 visits during each benefit period as
defined in the patient's Subscriber
Agreement. Unused visits should not be
carried over from one benefit period to
another.

c. Conditions Applicable to the Allowance of Home
Health Care Service Benefits

(1) The following conditions should apply to the
allowance of service benefits for INTENSIVE
and INTERMEDIATE Home Health Care:

(a) Subscribers to be entitled to
service benefits for INTENSIVE and
INTERMEDIATE Home Health Care must
be enrolled under a Blue Cross Plan
Basic Contract Subscriber Agreement.

(b) Covered INTENSIVE and INTERMEDIATE
Home Health Care must be furnished
by a provider organization with
which the Blue Cross Plan has a
Home Health Care participating
provider agreement. The participating
provider organization should supply
covered services through its own
personnel and as appropriate through
written agreements, approved by the
Plan, for the purchase of particular
services from other qualified
provider organizations.

(c) To be eligible for INTENSIVE or
INTERMEDIATE Home Health Care
service benefits, the subscriber
patient must be essentially homebound
for medical reasons and physically
unable to obtain needed medical
services on an outpatient basis.
Patients may be considered essentially
homebound for medical reasons if
they leave their homes occasionally
to visit their physicians or to
obtain treatment in an outpatient
facility because equipment and/or
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professional services or supervision
are required which cannot be furnished
in the patient's home, or for other
therapeutic purposes.

(d) To be eligible for covered Home
Health Care service benefits, a
subscriber must be under the care
of a physician.

(e) Covered Home Health Care services
must be furnished according to a
plan of treatment approved by the
patient's attending physician and
incorporated into the patient's
medical record.

(f) The Home Health Care medical record,
or a suitable summary or transcript,
must be reviewed by the attending
physician on a timely basis at
regular intervals and the services
ordered and provided must be
certified as reasonable and medically
necessary for the patient's continuing
treatment.

(g) Health aide services, to be covered,
must be necessary for medical
reasons and furnished by appropriately
trained personnel employed by
participating providers of Home
Health Care or through approved
arrangements with other provider
organizations. Their duties must
be assigned and supervised by a
professional nurse on the staff of
the participating provider of Rome
Health Care services.

(2) Additional conditions applicable to
INTENSIVE Home Health Care:

(a) Service benefits for covered INTENSIVE
Home Health Care services should be
allowable:

i. when an eligible subscriber is
transferred from inpatient to
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INTENSIVE Home Health Care
immediately following inpatient
care in a hospital or skilled
nursing facility with no
interruption of treatment.
The first visit by a registered
nurse or therapist should be
medically required and made
within 24-36 hours of the
patient's admission to INTENSIVE
Home Health Care;

ii. when an eligible subscriber is
admitted directly to INTENSIVE
Home Health Care without
immediately preceding inpatient
care in a hospital or skilled
nursing facility.

(b) At the time of admission to INTENSIVE
Home Health Care, there must be
medical evidence in the patient's
record that the patient would
require continuing care in or
admission to a hospital or skilled
nursing facility if INTENSIVE Home
Health Care were not provided.

d. Services Not Covered Under Basic Contract Home
Health Care Benefits

The following exclusions should apply to coverage
under Basic Contract benefits:

(1) Services exceeding the specified limits of
liability;

(2) Services not in compliance with the "Conditions
Applicable to the Allowance of Home Health
Care Service Benefits";

(3) Services for a condition arising out of and
during pregnancy, except in the case of
Caesarean section, ectopic pregnancy, mis-
carriage or other complication of. pregnancy.
(Note: Home delivery including post-partum
care for up to 7 days should be covered);
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(4) Food, housing, homemaker services and home delivered
meals;

(5) Home or outpatient hemodialysis services including
the purchase or rental of equipment required for
renal dialysis procedures;*

(6) The purchase of medical appliances and prosthetic
devices;

(7) Supportive environmental materials such as hand
rails, ramps, telephones, air-conditioners, and
similar services, appliances and devices;

(8) Services provided by the patient's private physi-
cian(s)**; also services provided by registered
nurses and other health workers who are not func-
tioning as employees of or under approved arrange-
ments With a participating provider;

(9) Services provided by a member of the patient's
family;

(10) Services provided by volunteer ambulance associa-
tions for which the patient is not obligated to
pay, visiting teachers, friendly visitors, vocational
guidance and other counselors, and services related
to diversional occupational and social activities;

(11) Services deemed not to be medically necessary or
appropriate through an approved utilization
review process;

(12) Services provided to individuals who-are not
essentially homebound for medical reasons.

2. MAJOR MEDICAL CONTRACT BENEFITS

Major Medical benefits should be allowed for the
following Home Health Care services that are delivered
by a Blue Cross Plan approved provider organization,
subject to the conditions, limitations and exclusions
specified:

a. Benefits Supplementary to Basic Contract Coverage

(1) Subject to the deductible, co-insurance
and limits of liability specified in the

*This type of care is usually covered under special conditions
specified in a Subscriber Agreement.

**Private physician services are subject to Blue Shield benefit
coverage.
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subscriber's Major Medical Contract, all
services covered under the Basic Contract
for INTENSIVE and INTERMEDIATE Home Health
Care should be allowed as reasonable and
medically necessary* when the maximum Basic
Contract benefits for such services have
been used.

(2) The following services that are not
covered under the Basic Contract should
be covered under the Major Medical Contract*:

(a) Purchase of medical appliances and
prosthetic devices that become the
property of the subscriber.

(b) Services that are reasonable and
necessary to carry out effectively
a MAINTENANCE Home Health Care plan
of treatment, as follows:

i. Nursing care, professional therapy
services, social service counseling
by a qualified medical social
service worker and services of
health aides** functioning as
employees of an approved Home
Health Care provider.

ii. Homemaker services provided by
the participating Home Health
Care provider, either by its own
employees or through acceptable
arrangements established with a
homemaker/home health aide organi-
zation approved by the National
Council for Homemaker-Home
Health Aide Services. Qualified
homemaker services should be
allowable only when they are
provided on a part-time visiting
basis and are ordered by a registered

*The Home Health Care medical record, or a suitable summary
or transcript, may be reviewed on a timely basis at regular
intervals and the services ordered and provided determined
to be reasonable and medically necessary according to a
utilization review process approved and subject to monitor-
ing by the Blue Cross Plan.

**See applicable conditions specified on page 16.
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nurse employee of a participating
Home Health Care provider organ-
ization which is providing Home
Health Care services to the patient
pursuant to a physician's orders
and an established plan of treat-
ment.

iii. Hand rails and ramps necessary
to enable the patient to
ambulate or to move safely
about in the home.

b. Services Not Covered Under Major Medical Contract
Home Health Care Benefits

The following exclusions should apply to coverage
under Major Medical Contract Home Health Care
benefits:

(1) Charges for services exceeding the limits of
liability specified in the patient's Subscriber
Agreement.

(2) Services which are not in compliance with the
"Conditions Applicable to the Allowance of
Home Health Care Service Benefits."

(3) Services for a condition arising out of
pregnancy, except in the case of Caesarean
section, ectopic pregnancy, miscarriage or
other complications of pregnancy. (Note:
Home delivery including post-partum care for
up to 7 days should be covered.)

(4) Food, housing, and home-delivered meals.

(5) Services which are not provided by or through
an approved participating provider.

(6) Services provided by a member of the patient's
family.

(7) Services provided by volunteer ambulance
associations for which the patient is not
obligated to pay, visiting teachers, friendly
visitors, vocational guidance and other
counselors, except for social service coun-
seling by a qualified medical social service
worker and services related to diversional
occupational and social activities.
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(8) Services deemed not to be medically
necessary or appropriate through an
approved utilization review process.

C. ARRANGEMENTS BETWEEN BLUE CROSS PLANS AND PROVIDERS OF HOME
HEALTH CARE SERVICES

1. CONDITIONS GOVERNING APPROVAL OF PARTICIPATING
PROVIDER ORGANIZATIONS

Home Health Care services are offered by various
health care provider organizations. These may
include community home health agencies, visiting
nurse associations, general and special hospitals,
skilled nursing facilities, official health depart-
ments, and similar community agencies and proprietary
health organizations. To serve properly the
interests of subscribers in terms of the availabi-
lity, accessibility, quality and cost of needed
health care, it is necessary to establish conditions
that will ensure, as possible, the effective
delivery of Home Health Care services. Similarly,
the availability of and access to information
necessary for planning, evaluation, claims processing,
and payment purposes are essential. For these
reasons structured relationships must be developed
between Plans and qualified providers of Home
Health Care services. In developing such rela-
tionships, Plans should recognize the diverse
administrative characteristics of Home Health Care
provider organizations and exercise appropriate
flexibility in extending participating provider
recognition. The fundamental objectives of encouraging
and supporting the development of an effective
Home Health Care delivery system should be a basic
consideration in all planning and development
endeavors.

The following conditions should be required in
granting Blue Cross Plan participating recognition
to a Home Health Care provider:

a. The provider organization should be accredited
and/or certified under all applicable federal,
state and local official regulations and have
a participating agreement with the Plan for
the provision of Home Health Care services.

b. Hospital administered Home Health Care programs
should be approved by the Joint Commission on
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Accreditation of Hospitals and certified by
the Social Security Administration as Medicare
providers of home health services.

c. Community home health agencies and similar
organizations should be approved by appro-
priate governmental units and be certified by
the Social Security Administration as Medi-
care providers of home health services.
Accreditation under the National League for
Nursing/American Public Health Association
accreditation program is desirable.

d. Appropriate and effective linkages, subject
to Plan approval, should be established by
written agreements among provider institu-
tions and agencies to ensure the efficient
delivery of services that are required to
furnish the various categories of Home Health
Care and to avoid unnecessary duplication of
services. The particular categories of Home
Health Care to be offered by a participating
provider must be specified in the provider's
written administrative policies. The Plan
must specify in provider participating
agreements the category(ies) of Home Health
Care that are reimbursable by the Plan to the
provider.

e. To be recognized as a provider of INTENSIVE
Home Health Care, a community home health
agency must have written agreements with the
majority of general hospitals located in the
geographic area served by the agency to
ensure access to needed services and to
establish the principles of central administra-
tion, patient care planning for timely transfer
of patients to Home Health Care, central
professional coordination of Home Health Care
services delivered to patients and the availability
of and ready access to ancillary medical
services. Ancillary medical services include,
but are not limited to, pharmaceuticals,
medical/surgical supplies, laboratory procedures,
electrocardiograms, diagnostic and therapeutic
radiology procedures and outpatient services.
The agreement should also ensure prompt
admission to the hospital of patients receiving
INTENSIVE Home Health Care when such action
is medically necessary.

f. A patient care planning process that is ap-
proved by the Blue Cross Plan must ensure the
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transfer of inpatients to Home Health Care as
early as medically acceptable in their course
of illness. It must be consistently implemented
by the professional nursing personnel of
primary and related participating Home Health
Care providers. The patient care planning
process should be carried out cooperatively
with attending physicians.

g. The Plan must be assured that the provider
and all organizations with which the provider
has agreements for the purchase of services
will maintain medical records for all patients
to ensure properly documented continuity of
care and the availability of necessary medical
information. The Plan must also be assured
that such records will be made available as
appropriate to qualified staff of the Plan.

h. The participating provider of Home Health
Care must agree to deliver medically necessary
services to patients on every day of the week
as required by the physician's orders, the
plan of treatment and/or change in a patient's
condition.

i. The provider must establish a utilization
review process that iS acceptable to and can
be monitored by the Plan.

J. The provider must record and make available
to the Plan statistical and financial data
necessary for the effective administration of
the program, for financial audits and for
program evaluation.

k. Participating providers of Home Health Care
services must agree to serve all patients
referred to them, subject to the geographic
area served by the provider, for whom this
type of care is feasible and medically accept-
able. Providers should agree not to withhold
their services from any patient because of
age, sex, race, creed, color or principal
source of payment.

1. Recognition by the Plan of the Home Health
Care provider should be for a fixed term,
renewable on the basis of an evaluation of
the service programs. Plan evaluation should
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include program administration, professional
review and financial audit. The professional
review process should be developed in coopera-
tion with medical professionals and approved
by the provider and Plan prior to granting
the participating provider recognition.

m. The provider must agree to the claims processing
procedures and the payment arrangements
established by the Plan.

In granting participating provider status for Home
Health Care services, Plans must take into consider-
ation the scope of Home Health Care services the
provider can effectively and efficiently administer
and deliver. A provider that wishes to qualify
for reimbursement for a particular category(ies)
of Home Health Care must present acceptable evidence
that it will be able to provide all of the necessary
services ordered by patients' physicians. Providers
should be considered for recognition if they offer
either INTENSIVE or INTERMEDIATE Home Health Care
services, or both, with the particular category(ies)
of care that are reimbursable specified in tfle
agreement between the Plan and provider.

2. AGREEMENTS BETWEEN BLUE CROSS PLANS AND PROVIDERS

Participating agreements must be established
between Blue Cross Plans and providers of Home
Health Care services.

In consideration of the fact that the Home Health
Care Benefit Program represents an innovative
action in an area of health care services that is
not well understood, widely used, or effectively
organized at the present time; and in consideration
of the fact that Blue Cross Plans generally have
limited experience in the Home Health Care field,
it is.important to avoid agreements that might
thwart the opportunity for the Plan and provider
organizations to maximize the potential value of
Home Health Care through flexible and innovative
actions. For these reasons many Plans offer
benefits for Home Health Care as a pilot program,
allowing benefit coverage on an administrative
basis to preserve the freedom to develop programs
that are most efficient and responsive to the
needs of the communities they serve as experience
is gained by both the Plan and providers. This
approach is recommended when it is appropriate and
feasible to implement.
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D. BLUE CROSS PLAN AND PROVIDER ORGANIZATION RELATIONSHIPS

1. PLANNING, DEVELOPMENT AND IMPLEMENTATION OF HOME
HEALTH CARE PROGRAMS

Some Blue Cross Plans offering Home Health Care
benefits have taken such action in response to
requests from community agencies for third-party
payment to cover the services they provide. Other
Plans have taken the initiative in planning and
developing Home Health Care services. Information
that is available suggests that the most effective
programs have taken root where Plans have been
directly and fully involved in the planning,
development and implementation process, providing
guidance and facilitating understanding regarding
third-party payment policies.

Planning, development, implementation and appropriate
financing of Home Health Care require informed and
balanced judgments that take into consideration
many interrelated factors. Initially, the character-
istics of medical practice and the use of existing
health services and facilities in the community
must be analyzed.

o Where is medical practice centered?

o Because modern medicine is usually
focused in hospitals, in what manner
does medical staff membership overlap?

0 What services are provided by community
home health agencies?

o To what extent and for what types of
patients do physicians use these services?

0 What relationships exist between hospitals
and community home health agencies and
is action needed to strengthen such
relationships?

o If necessary, will community agencies
expand their service programs and modify
administrative and professional policies
to support development of a comprehensive
Home Health Care system that will ensure
the availability and appropriate use of
INTENSIVE Home Health Care as well as
the INTERMEDIATE and MAINTENANCE catego-
ries?*

*Helen L. Rawlinson, "Planning Home Care Services,"
HOSPITALS, Vol. 49, June 16, 1975, p. 67.
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It has been demonstrated that the viability of a home
care program depends on the effectiveness of its
administrative structure, the efficiency of its
operational methods, the scope and quality of services
provided, the degree to which it is useful to physicians
and acceptable to their patients, and the logical and
appropriate financing policies established.*

2. BLUE CROSS PLAN AND PROVIDER ORGANIZATION ACCOUNTABILITIES

Plans and providers have discrete and shared accounta-
bilities in the areas of administration, delivery of
services, and financial affairs. These accountabilities
merge to form a reciprocating mechanism that involves and
serves patients, providers and Plans. The patient is the
ultimate beneficiary since the primary objective is to
provide needed services through an improved continuum of
care in a manner that will utilize most economically the
health care dollar.

Provider accountabilities are generally incorporated in
the "Conditions Governing Approval of Participating
Provider Organizations."

0

*Helen L. Rawlinson, "Planning Home Care Services,"
HOSPITALS, Vol. 49, June 16, 1975, p. 67.
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SECTION III

ADMINISTRATION OF THE HOME HEALTH CARE BENEFIT PROGRAM

Blue Cross Plan administration of a Home Health Care Benefit
Program encompasses: (a) provider relations, promotional, and
consultative activities; (b) maintenance of an adequatc staff
of properly qualified personnel; (c) claims administration; (d)
monitoring provider administrative practices and records; (e)
developing and enforcing reimbursement policies and procedures;
and (f) recording, reporting, and evaluating experience data.

A. PROVIDER RELATIONS. PROMOTIONAL AND CONSULTATIVE ACTIVITIES

1. PROVIDER RELATIONS

It is important for Plans to establish and maintain
effective relationships with all providers of the
various Home Health Care services and, as appropriate,
with the suppliers of related services, materials and
equipment. Plans should promote physician support
and use of Home Health Care and cohesiveness among
the various institutional providers of health services,
community home health agencies and community organi-
zations which supply health-related social and sup-
portive services. Helpful assistance should be fur-
nished to aid these various groups to establish
approved linkages and the administrative procedures
that are required to develop and maintain an acceptable
and viable Home Health Care system and to qualify for
Blue Cross Plan reimbursement. For example, Plan
personnel may initiate and/or participate in cooperative
planning endeavors, offering constructive assistance
in the development and implementation of Home Health
Care programs; Plans can be a focal point for information
and materials needed in the organization, management,
and evaluation of Home Health Care programs; Plans
should foster and assist in the standardization, as
feasible, of policies and procedures for the administration,
professional coordination, and delivery of Home
Health Care services.

Plans have a special responsibility to interpret the
Home Health Care Benefit Program to provider organiza-
tions, physicians, allied medical professionals, em-
ployers, unions, subscribers and the community-at-
large.
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2. PROMOTIONAL ACTIVITIES

In addition to the provider relations activities
noted above, Plans may be helpful in developing of
attractive literature, reliable experience reports
and other materials for use by the Plan and providers
which will promote the understanding and appropriate
use of Home Health Care.

Perpetuating the stigmas which for many years have
sustained misconceptions about Home Health Care
must be avoided. It is important to emphasize
that Home Health Care is not primarily for elderly,
disabled and chronically ill individuals. Promotional
programs and materials should present Home Health
Care as a valid therapeutic process, as an integral
element of the health care system which should be
used whenever it will properly serve a patient's
needs.

3. CONSULTATIVE ACTIVITIES

Plan personnel may provide responsible administrative
and professional consultation and technical advice
to providers, planning agencies and related organizations.
Liaison or advisory committees sponsored by the
Plan are frequently established to assist in this
work.

In addition to interpreting the Benefit Program
and provider payment policies, the goal is for all
concerned groups and individuals to work collaboratively
to develop, implement and encourage the growth of
effective Home Health Care systems. A basic
problem in offering benefits for Home Health Care
services is how to ensure for Subscribers the
availability of and access to covered services.
This requires Plans to be involved in cooperative
planning endeavors and in the identification and
solution of problems.

B. PARTICIPATING PROVIDER AGREEMENTS

The Home Health Care Benefit Program recommended by the
Blue Cross Association is a carefully structured,
balanced program. It is designed to be responsive to
the needs of patients and the health professionals who
are responsible for their care. It stipulates conditions
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that are intended to ensure a system for the delivery of
medically necessary services of an acceptable quality at
the lowest possible cost. Consumers and providers should
understand the fact that the character of an insured risk,
especially in the field of human services, is subject to
diverse influences, i.e., the Laws of averages applicable
to the risk, the personal preferences and selections of
the insured and his family, the efficiency of provider
operations, the costs of the services at risk, the level
of funds available to finance covered services, and the
objective controls required to effect an acceptable balance
of all these services and the enforcement of administrative
procedures and utilization controls that will stimulate
the most effective and economical use of all health care
resources.

The agreement between Plans and participating providers
should cover the following items:

1. The identity of the provider organization, the
categories of Home Health Care to be provided as
reimbursable services, the related professional and
ancillary medical services that will be covered and
the "Conditions Applicable to the Allowance of Home
Health Care Service Benefits" (including the approved
administrative policies and procedures);

2. If the primary provider organization contracts for
certain services from other providers, such contracts
must be approved by the Plan. They should:

a. protect the integrity of the overall administra-
tive plan and specify the responsibilities and
lines of accountability,

b. provide for the purchase of services of an
acceptable quality,

c. support prudent buying principles, and

d. insure compliance with required utilization
review and quality assurance processes;

3. The schedule of covered services and applicable
conditions governing the allowance of benefits;

4. Policies and procedures applicable to Plan reimburse-
ment for covered services and the related administra-
tive expenses incurred by providers;
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5. Provider agreement to disclose administrative,
medical and financial information;

6. Approved quality standards provider organizations
are required to meet;

7. Agreement that covered services will not be withheld
from any individual for whom they are suitable
because of age, sex, race, creed, color or principal
source of payment;

8. Agreement that the provider will implement a Plan
approved patient care planning process that will,
as practicable, ensure the timely admission of
patients to Home Health Care when such care is
feasible and medically acceptable; and

9. The provider will establish a utilization review
and quality assurance process that is acceptable
to the Plan.

The items noted above should also be covered in the
provider organization's written administrative plan.

C. MONITORING OF PATIENT RECORDS AND RELATED DOCUMENTATION

UTILIZATION REVIEW PROGRAM

An effective utilization review program must be a
process involving both the providers and the Plan
in a cooperative endeavor to achieve mutually
desirable goals. These include efficient administrative
procedures, appropriate utilization of covered
services, and the delivery of services of an
acceptable quality to patients. Achievement of
these goals requires the enforcement of policies
that are consistently supportive of the objectives
of the Home Health Care Benefit Program.

Cost containment is a major consideration in the
use of Home Health Care services, particularly the
INTENSIVE and INTERMEDIATE categories of Home
Health Care, which should lessen the use of more
costly institutional facilities. The utilization
review process should ensure, to the extent possible,
that patients are cared for through the category
of Home Health Care that will serve their medical
needs adequately.

Home environments vary, as do the medical needs of
patients. Therefore, it is not practical to
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formulate inflexible guidelines applicable to the
proper utilization of Home Health Care services.
Rather, the appropriate use of these services
should be determined by continuing professional
assessments of patients' medical and related needs
and the degree to which they can be satisfactorily
met in the particular home environment. These
facts must be documented in a complete medical
record, not only to ensure the delivery of an
acceptable quality and continuum of care, but also
to facilitate effective utilization review and
claims control processes.

Four major activities are included in a utilization
review program:

a. Consultation and instruction to Home Health
Care provider personnel regarding Blue Cross
Home Health Care benefits and the conditions
governing the allowance of such benefits;

b. Consultation and instruction to provider
personnel regarding covered categories of
Home Health Care;

c. Approval and reapproval of benefits and
verification of billing statements; and

d. Validation of benefit allowances through a
consistently applied process for the review
of patient records by qualified professional
staff of the Plan.

D. PROVIDER PAYMENT

1. GENERAL PRINCIPLES

Principles governing Blue Cross Plan provider
payment policies and procedures for Home Health
Care should logically support the objectives of
the Home Health Care Benefit Program. They should
also contribute to the effective use and efficient
administration and delivery of such services. The
particular characteristics of the various institutions
and community organizations that are involved in
providing the differing categories of Home Health
Care should be recognized. Similarly, the needs
of patients, which may range through all the
categories of Home Health Care during an episode
of illness, should be considered. Provider payment
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policies should accommodate these fluctuations and
be compatible with utilization review processes
that properly identify the covered medical and
related needs of patients. This should result in
appropriate reimbursement which in turn should
promote the delivery of medically required services
through the most efficient structure of the Home
Health Care system.

Provider payment policies significantly affect the
degree to which Home Health Care will be used as
an acceptable alternative to more costly inpatient
facilities. For this reason, the unit of service
and reimbursement rates must be reasonably related
to the category of services provided. Care must
be taken to ensure that provider payment policies
do not foster undesirable duplication or fragmentation
of service programs and administrative operations.
Also, the principles of central administration and
professional coordination of services should be
protected through provider payment policies that
recognize and direct all payments to only the
primary participating provider organization (i.e.,
the participating provider organization which is
responsible for establishing the plan of treatment
and carrying out the physician's orders).

2. IDENTIFICATION AND ALLOCATION OF COSTS

a. Institutional Providers

The cost allocation schedule and related
instructions included in Appendix C have been
reviewed and endorsed by cost accountants and
reimbursement specialists in both institutional
provider organizations and Blue Cross Plans.
This schedule furnishes directions to providers
for the identification and appropriate allocation
of expenses to the Home Health Care cost
center.

The cost allocation schedule enables providers
to account for the costs of services delivered
directly to patients, for the costs incurred
in administering the Home Health Care program,
and for the allocation of indirect administrative
expenses to the home care cost center. With
appropriate adaptations, the schedule may be
used by community home health agencies as
well as by institutional providers.
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b. Community Home Health Agency Providers

Community home health agencies currently use
one of four recognized cost analysis methods.
These include: 1) the National League for
Nursing --Method I (Revised), 2) the National
League for Nursing -- Method II, 3) the
Combined National League for Nursing/Public
Health Service Method, and 4) the Ratio of
Covered Charges to Costs (RCCAC) method.

Deficiencies have been identified in each of
these methods in relation to the identification
and allocation of costs, in establishing
charges, and in determining appropriate
payment for services provided in a particular
case. For example, the variables in the
"visit" need to be accounted for, particularly
the length of time involved and the personnel
qualifications required to provide the
necessary services. These deficiencies result
in uneven reporting of statistical and cost
information so that reliable data is not
available for comparison and evaluation.

Plans and providers should work toward establishing
methods to collect and report accurate financial
and utilization data for program evaluation and
ensure appropriate payment to providers for the
services furnished to Blue Cross subscribers.
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APPENDIX A

0

A STATEMENT OF POLICY OF THE
BLUE CROSS ASSOCIATION

RELATIONSHIPS BETWEEN BLUE CROSS PLANS
AND HOME HEALTH CARE PROVIDERS

ADOPTED BY THE
BOARD OF GOVERNORS

APRIL 17, 1974
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HOME HEALTH CARE

The public's concern over the cost of health care, combined
with its increasing demands for greater access to needed
health care services of high quality requires that the tradi-
tional patterns of financing and delivering health care services
be re-examined, and that greater emphasis be placed upon the
use of cost effective methods of delivery. Home Health Care is
one long standing delivery mode which may have potential for
favorably impacting the cost and quality of health care services.

For the purposes of this discussion, the term Home Health Care
(HHC) shall be used to describe an array of services provided
under medical direction "which may be brought into the home
singly or in combination in order to achieve and sustain the
optimal state of health, activity, and independence for indivi-
duals of all ages who require such services because of acute
illness, exacerbation of chronic illness, long term or permanent
limitations due to chronic illness and disability." 1 This
array includes, but is not restricted to, professional nursing,
therapeutic services provided by allied health professionals
(e.g., physical therapy, speech therapy, occupational therapy,
etc.) and as feasible, ancillary medical services (e.g., laboratory
procedures, electrocardiography, pharmaceuticals, medical
supplies and durable medical equipment.) The provision of HHC
encompasses three major categories of care: Intensive, Interme-
diate, and Basic.

The Intensive category usually requires professional coor-
dination of a range of health care services; central admin-
istration with structured linkages to all participating providers
of direct patient services; and active medical and professional
nursing management of the patient's care.

The Intermediate category of HHC requires a less concentrated
array of services than the Intensive category. It may involve
only a single professional service or a combination of nursing
and therapy services provided under appropriate professional
supervision according to established medical programs.

The Basic category of HHC requires a minimum of services that
contains proportionately less professional nursing and therapy
services, but includes more professionally supervised health
aide and supportive social services that are needed to carry
out a program of maintenance care.

1. Traeger, Brahna, Home Care Services in the United States:
A Report to the Special Senate Committee on Aging, 92nd
Congress, 2nd Session, Washington, D.C.: U.S. Government
Printing Office, 1972.
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Currently, 42 Blue Cross Plans offer some form of HHC benefits
to approximately thirty million members (46% of the Blue Cross
organization membership). Although benefits for the Intermediate
category of care predominate, the type and extent of HHC services
that are covered varies widely among Plans. For example, of
the 42 Plans offering some form of HHC benefit, eleven cover
pre-hospital home care, twenty cover nervous and pulmonary
disorders, and eight cover homemaker services. The diversity
of HHC benefits provided by Plans mirrors the uncertainty in
the Blue Cross organization regarding the proper role of Home
Health Care.

The purpose of the statement is to resolve this uncertainty
through an examination of the potential contribution to the
health care system of Home Health Care and to set out the Blue
Cross organization's position concerning its present and future
development.

ISSUES

The central questions presented to the Blue Cross organization
by Home Health Care are:

1. Should Blue Cross Plans provide Home Health Care
benefits?

2. If so, what should be the nature of the relationships
between Blue Cross Plans and Home Health Care providers;
and what conditions, if any, should govern the develop-
ment of such relationships?

3. What responsibilities, if any, should the Blue Cross
organization and individual Plans assume in the
development and promotion of Home Health Care programs?

The resolution of these issues rests principally on the implica-
tions of the provision of Home Health Care for the cost and
quality of health care services.

COST IMPLICATIONS

It has been frequently asserted that the provision of HHC will
result in a cost savings to the health care system. To evaluate
this statement adequately, it is necessary to examine each
category of HHC, and to determine its potential cost impacts.

Intensive Category

The Intensive category of HHC can be, for some patients, a less
costly alternative to some phases of inpatient hospital or t

skilled nursing facility care. The use of Intensive category
HHC frequently represents a recognition that some types of care

-36-



241

generally accepted as appropriately rendered in hospitals may
also be provided in the home setting if the necessary support
is available. As such, the appropriate use of this category of
home care can result in a lower cost per case through decreased
length of stay, a decrease in admissions through maintaining
patients at a health level that reduces the need to be admitted,
and, if appropriate adjustments are made within the health care
capital structure, a lower total cost to the community.

Empirical evidence documenting the cost impact of home care, is
unfortunately, not readily available. However, limited infor-
mation has been gathered by Blue Cross Plans concerning the
number of inpatient days saved by home care and the related
cost savings. The experience of Blue Cross of Greater Philadel-
phia in the eight years from 1962 to 19702 showed that the use
of Intensive categor y home care resulted in an average of 12.9
days saved per case and an average saving of $330 per case

4 .
Similarly, Blue Cross of Michigan found that during the period
from 1963 to 1972 the provision of a combination of Intensive
and Intermediate category home care resulted in an average
savings of days that ranged from 18.5 to 10.2 days per case.

5

Dollar savings per case ranged from $519 to $917 per case.

The actual impact of home care on the community's total health
care costs is less clear. The appropriate use of Intensive
home care creates an opportunity for a community to restructure
its health care resources into a more cost effective pattern.
For example, if the Intensive category of home care reduced the
need for hospital services in a community by 5%, a potential
cost savings of somewhat less that 5% could exist (5%, less the
cost of the home care program.) However, this saving would be
fully realized only if the hospitals in the community were able
to appropriately reduce their resources, convert them to other
use, or avoid the construction of additional acute care or
skilled nursing beds.

2. Blue Cross of Greater Philadelphia Coordinated Home Care
Study 1962-1970, Helen Rawlinson, Florence Brown.

3. Estimates established after professional review of the
complete Home Care clinical record following discharge
of patients from Home Care Service.

4. Savings per case is determined by ( (inpatient days
saved X average inpatient per day cost) - Home Care
Cost) Home Care Cases.

5. Blue Cross of Michigan Home Care Experience 1963-1972,
Home Care Department.
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Factual information documenting this impact is not presently
available. To determine the magnitude of the potential savings
and the extent to which it may be fully realized will require
future careful research.

Intermediate Category

The Intermediate category of home care also can potentially
provide cost savings to the community. Although it does not
usually represent an alternative to appropriate hospital care,
it does provide an alternative locus for some phases of nursing
home care and for the provision of care that is often inappro-
priately given at the hospital level. The Intermediate category
of home care permits physicians to discharge patients who would
have been kept in the hospital only because adequate support
was unavailable at home. The availability and proper use of
this level of care can contribute significantly to the ability
of health care professionals to rationally use the resources of
the health care system.

Additionally, Intermediate category home care may provide
savings by helping to maintain patients at a health level that
reduces their need to be admitted to the hospital. Although
this reduction of hospitalization either due to appropriate
discharge or avoidance of admission is not documented,* it is
reasonable to assume that it does occur and results in some
additional cost savings.

Basic Home Care

The Basic category of home care does not appear to create a
cost savings to the community except as it may reduce the need
for care in nursing home facilities, In fact, it appears to
increase the total cost of care because it represents an
additional level of services, which are necessary and appro-
priate in specific instances, but do not, as a rule, reduce the
need for other types of health care services.

QUALITY

The American Medical Association has endorsed the appropriate
use of the several levels of HHC and has recommended that
practicing physicians, medical societies, and institutional
medical staffs Join in using, promoting, and strengthening home
care programs. This endorsement indicates that care of appropriate
technical quality can be provided in the home. The parameters
of the quality of medical care, however, include more than the
technical aspects of care. Aspects of care such as continuity,
ease of access, patient satisfaction and comprehensiveness must
also be considered. Each, in some way, can be affected and
improved upon by the appropriate use of HHC.
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The primary effect of all three categories of HHC is to improve
comprehensiveness, continuity, access, and patient satisfaction.
Although there is little factual data to demonstrate the effects
of HHC on these parameters of quality, extensive case studies
support these effects. In a report prepared for the Kellogg
Foundation, Griffith indicates that patients are generally
pleased with home care and are frequently convinced thaA HHC
saved them from either a hospital or nursing home stay.

A study prepared by Katz, et. al. on the effects of continued
care showed that patients with certain characteristics (generally
those less severely ill) receiving care from a visiting nurse
after discharge from a chronic disease rehabilitation hospital
often maintained a greater physical function than those not
receiving such care. For other groups of patients (those more
severely ill) it was shown that the patients receiving care
from a visiting nurse utilized more of other professional
medical services than those not receiving such care. These
results indicate that the HHC served to both increase the level
of the patient's recovery fnd to increase the patient's access
to the health care system.

Although these studies indicate that the appropriate use of HHC
generally increases the quality of care, through increased
access, patient satisfaction and better health levels, they are
not specifically related to particular categories of care. The
determination of the impact of each category of HHC on the
quality of care, will require additional research.

POSITION

The available information concerning HHC indicates that the
provision of all categories of HHC increase the quality of
health care and that the Intensive and Intermediate categories
of care present potential cost savings to the health care
system. The Blue Cross organization has traditionally supported
promising alternative methods of delivering health care, and
firmly supports the concept of HHC.

Therefore, Blue Cross Plans should both offer Home Health Care
benefits to interested members and take an active role in
planning, developing, implementing and evaluating the Intensive
and Intermediate categories of Home Health Care. Similarly,
Plans are urged to evaluate the potential advantages of providing
Basic category benefits.

6. Griffith, J.R. "Taking the Hospital to the Patient",
Kellogg Foundation, Battle Creek, Michigan, 1966.

7. Katz, et. al. "The Effects of Continued Care", National
Center for Health Services Research and Development, 1972.
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To assure that the structural requirements of quality as well
as the informational needs of planning and evaluation are met,
it is essential that soundly structured relationships between
Plans and providers of home care be developed. The Blue Cross
organization therefore, has established the following conditions
which providers of HHC should meet to be eligible for contractual
relationships. In applying these guidelines, the diverse nature
of the facilities involved should be recognized and flexibility
should be exercised in their interpretation and implementation.

Hospital Based Home Care Programs

1. The Hospital shall have a contractual relationship with
the Plan.*

2. The program shall be approved by the JCAH, and appropriate
state and local authorities and shall meet the requirements
for Medicare participation.

Non-Hospital Based Home Care Programs**

1. The agency shall be approved by the appropriate governmental
units, or other appropriate authority and meet the require-
ments for Medicare participation.

2. The agency shall establish working relationships with hospitals
or other providers of care to assure coordinated patient
care planning, and the availability of needed services.

All Home Care Programs

i. The hospital or other agency shall establish an effective
utilization review program.

2. The hospital or other agency shall engage in patient care
planning that will ensure the timely transfer of patients to
home care, the provision of needed health care services, as
well as discharge from the program.

3. The agreement between the Plan and the hospital or other
agency shall be of fixed term, renewable on the basis of
an evaluation of the effectiveness and efficiency of the
program. The evaluation shall be designed in cooperation
with medical professionals and approved by the program and
the Plan prior to the commencement of the agreement.

*See BCA Policy Statement on Guidelines for Contractual
Relationships with Health Care Institutions (1973).
Hospital Based home care programs should be treated in
the same manner as other hospital services by the Plan.

**Home Care Programs are frequently sponsored by such
community agencies as health departments and visiting
nurse associations.

-40-



245

APPENDIX B

GLOSSARY

ACTIVE TREATMENT: Treatment which is directed immediately
to the cure of a disease or injury.

HEALTH AIDE: A health aide is an individual employed by an
approved health agency who after appropriate training
is qualified to function as a member of the Home Health
Care team. Duties to be performed by the health aide
are designated and assigned by a registered nurse who
also supervises the health aide. The primary function
of a health aide is the personal care of a patient
through the performance of simple procedures that are
related to and an extension of professional nursing
and/or therapy services. Essential household services
directly related to the care of a patient at home may
be an integral part of health aide services. The
assignment of a health aide to a particular case must
be made in accordance with the written plan of treat-
ment that is established for the patient and which
indicates that the personal care services to be pro-
vided by a health aide are needed as an extension of
professional nursing and/or therapy services to achieve
the medically desired results.

HOMEMAKER: A homemaker is an individual employed by a
participating home health care provider or a community
homemaker/ home health aide organization that is ap-
proved by the National Council for Homemaker/Home
Health Aides who, after completing appropriate train-
ing, is qualified to perform homemaker duties on a
part-time visiting basis in a patient's home. Such
duties must be assigned by and performed under the
supervision of a registered nurse, and they must be
necessary to carry out effectively a Home Health Care
plan of treatment. Homemakers perform such duties as:
light housekeeping, light laundry, preparing and
serving meals, shopping, necessary simple errands,
teaching of household routine and skills to well mem-
bers of the family, and general supervision of the
patient's children.

MEDICAL: Pertaining to the treatment of disease or injury.

MEDICAL SOCIAL SERVICE: Medical Social Service is provided
by an individual who has earned a masters degree from
an accredited school of social work and has completed
at least one year of social work experience in a health
care setting. The medical social service worker assists
the physician and others participating in the care of a
patient to understand the emotional, social and en-
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vironmental factors resulting from or affecting the
patient's illness and participates, according to
physician's orders and to the written plan of treat-
ment, with other members of the Home Health Care team
in solving problems that are identified unfavorably
influencing the patient's medical condition and his
response to treatment.

NURSING: See PROFESSIONAL NURSING.

NUTRITIONAL GUIDANCE: Consultation and teaching by an
individual particularly trained in the scientific use
of diet in health and disease (a dietician).

OCCUPATIONAL THERAPY: The teaching by a qualified occupa-
tional therapist of useful skills to sick or handi-
capped persons to promote their rehabilitation and
recovery.

PATIENT CARE PLANNING: A process carried out by a pro-
fessional nurse under physician direction and in con-
sultation with other health professionals, the patient
and his family, as appropriate, for the purpose of
assessing on a continuing basis the treatment needed by
the patient and ensuring that needed care is provided
in the most effective and economical setting.

PATIENT DAY: -A day during which the patient's care, either
directly or through the monitoring and supervision of
others, is the responsibility of a home health care
provider organization.

PERSONAL CARE: Services which can be provided by a health
aide including, but not limited to, assistance in the
activities of daily living, e.g., helping the patient
to bathe, to care for his hair and teeth, to get in and
out of bed, to exercise, to take medications specifi-
cally ordered by a physician which are ordinarily self-
administered, and to retrain the patient in necessary
self-help skills.

PHYSICAL THERAPY: Treatment by a registered physical thera-
pist involving the use of physical agents and methods
in rehabilitation and restoration of normal bodily
function after illness or injury.

PROFESSIONAL NURSING: Professional nursing encompasses
seven particular areas which include:*

(1) The supervision of a patient involving the whole
management of care, requiring the application of
principles based upon the biologic, the physical
and the social sciences.

* Lesnick and Anderson, Nursing Practice and the Law, 2nd Edition.
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(2) The observation of symptoms and reactions requiring
evaluation or application of principles based upon
the biologic, the physical and the social sciences.

(3) The accurate recording and reporting of facts,
including evaluation of the whole care of the
patient.

(4) The supervision of others, except physicians,
contributing to the care of the patient.

(5) The application and the execution of nursing
procedures and techniques.

(6) 'Direction and education for sustaining and pre-
ventive health care.

(7) The application and the execution of legal orders
of physicians concerning treatments and medica-
tions, with an understanding of cause and effect
thereof.

REHABILITATION: The restoration of an ill or injured pa-
tient to self-sufficiency or to gainful employment at
his highest attainable ability in the shortest possible
time.

RESPIRATORY THERAPY: Treatment and instruction by an in-
dividual particularly trained in the use of physical
procedures and mechanical devices for the care of
respiratory disorders.

SPEECH PATHOLOGIST SERVICE: Treatment and instruction by a
qualified speech pathologist for correction of speech
and language disorders resulting from illness or in-
jury.

SOURCES

1. Dorland, Medical Dictionary

2. HEW/SSA, Health Insurance for the Aged, Home Health Agency
Manual (HIM-ll).

3. Miller and Keane, Encyclopedia and Dictionary of Medicine and
Nursing. 1972.
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APPENDIX C

SPECIMEN HOSPITAL HOME CARE DEPARTMENT
COST ALLOCATION INSTRUCTIONS AND SCHEDULE*

*SOURCE: Blue Cross of Greater Philadelphia

NOTE: The specimen included in this Appendix C has been
reviewed by the American Hospital Association and
was distributed to the Association's member insti-
tutions in September, 1974.
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APPENDIX C

INSTRUCTIONS FOR COMPLETING THE STATEMENT OF
HOSPITAL HOME CARE DEPARTMENT COSTS

The purpose of THE STATEMENT OF HOME CARE DEPARTMENT COSTS
is to provide a form for uniform reporting of costs incurred
by the hospital in providing home care services to patients
and the related direct and indirect administrative costs.
The form is to be completed by the hospital and submitted to
the Home Care Department, Blue Cross of Greater Philadel-
phia. The form, which is required of all hospitals par-
ticipating in the Blue Cross Home Care Benefit Program,
provides for the standardization of appropriate and full
reporting of costs related to the operation of hospital home
care departments. Section I calls for the itemization of
the costs of services provided by or through the home care
department directly to home care patients. Section II calls
for the itemization of the direct administrative costs of
operating the hospital home care department and the indirect
administrative costs that are allocated to the home care
department from the hospital step-down schedule.

SECTION I. A. LINES 1 THROUGH 10

The cost to the hospital, including payroll expenses and/or
the cost of professional and paraprofessional services
purchased by the hospital on behalf of its home care pa-
tients are reported in this paragraph. Payroll expenses
should include the hourly rate for the positions represented
plus the appropriate percentage for taxes, insurance, and
approved employee benefit programs. The total cost to the
hospital for services purchased on behalf of home care
patients, such as visiting nursing, therapy, and health aide
services, will be the costs entered in this paragraph.

SECTION I. B. LINE 1

The cost to the hospital for rental of durable medical
equipment for home care patients, or the expenses incurred
by the hospital in purchasing, transporting and maintaining
such items for use by home care patients will be entered in
this line.

SECTION I. C. LINES 1 THROUGH 14

The cost of direct patient services supplied by other de-
partments of the hospital to patients of the home care
department are to be itemized in this paragraph. Services
by other hospital department directors and/or staff on home
care department committees and the time such personnel may
spend in consultation with home care department personnel
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may not be charged to the home care department since such
activity is regarded as part of the responsibility of such
positions. However, if the personnel of other hospital
departments actually visit home care patients in their homes
as called for in the therapeutic plan, the cost of such
visits will be entered in Section I.A. as noted above.

It is recognized that it is impossible to determine pre-
cisely the cost of such items of service furnished to pa-
tients, i.e., pharmaceuticals, medical/surgical supplies,
laboratory procedures, etc. Therefore, the cost of pre-
scribed drugs and medications, medical/surgical supplies,
laboratory procedures, electrocardiograms, radiology ex-
aminations and treatment, and other similar ancillary
medical services provided by other hospital departments are
to be determined according to the ratio of the total charges
for the services supplied by the other department to the
home care department patients to the total charges for all
services supplied to all patients by the other department
applied to the other department's total costs. This is to
say, if the total charges for laboratory services supplied
to home care department patients represented charges equi-
valent to 15% of the aggregate charges for the laboratory
services provided to all patients served by the laboratory,
the amount to be entered in line 6 would be 15% of the total
costs of the laboratory department.

SECTION II. A.

1. PAYROLL
Enter only the costs incurred by the hospital in adminis-
tering and operating the home care department. Do not
include such costs when they are related to the actual
delivery of care to patients in their homes. (See Sec. I.
A.)

2. SUPPLIES
Enter the costs of supplies requisitioned and/or purchased
which are used in the operation of the home care department.
Lines c and d refer to materials that correspond to floor
stock items issued to inpatient departments. Such items
should be charged to the home care department according to
approved hospital policies that apply to allocation of such
costs to other hospital, departments.

3. COMMUNICATIONS AND TRANSPORTATION
The costs incurred by the home care department for books,
subscriptions, professional organization dues, travel ex-
penses, etc. will be entered in lines a through e. Line c
should include all travel and transportation costs related
to furnishing services directly to patients.
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4. PURCHASED OFFICE EQUIPMENT, REPAIRS AND DEPRECIATION
The costs of equipment, repairs and depreciation applicable
to the operation of the home care department that are not
charged directly to patients are entered in this paragraph.
Such costs include the purchase and repair of office equip-
ment, furnishings, etc.

5. MISCELLANEOUS
Various expenses incurred in the operation of the home care
department that are not included in other parts of paragraph
A should be identified and entered in this part.

SECTION II. B. LINES 1 THROUGH 11

INDIRECT ADMINISTRATIVE COSTS
Costs applicable to items 1 through 8 and other similar
costs, to be identified in lines 9 through 11, should be
entered in this paragraph according to the hospital ac-
counting step-down per "Worksheet B" (Form SSA-1562).
Employee health and welfare expenses are included along with
taxes in payroll costs, therefore, such costs should not be
added in this paragraph. The amount of general administra-
tive expenses allocated to the home care department should
be calculated on the basis of the ratio of the home care
department's accumulated total costs to the total hospital
costs applied to the total general administrative costs.

Blue Cross of Greater
Home Care Department

Revised March 7, 1975

Philadephia
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Page 1
(Hospital)

STATEMENT OF HOME CARE DEPARTMENT COSTS FROM TO

SECTION I
DIRECT PATIENT SERVICES

A. EXPENSES FOR SERVICES PROVIDED ON A COST TO HOSPITAL
VISITING BASIS TO PATIENTS IN THEIR HOMES PURCHASED HOSPITAL

SERVICES PERSONNEL*

1. Nursing Visits ........................ $ $
2. Physical Therapy Visits ...............
3. Speech Therapy Visits .................
4. Occupational Therapy Visits ...........
5. Medical Social Service Visits .........
6. Home Health Aide Visits ...............
7. Technician ............................

Other: (Identify)

8. ... .. ....
9. . . ... ....
10. ..........

SUB-TOTAL $ $ $

B. DURABLE MEDICAL EQUIPMENT $ $
1. Rental and/or Hosp. Service Costs .... $ $ $

C. ALLOCATION OF COSTS TO HOME CARE DEPT.
COST CENTER FOR DIRECT PATIENT SERVICES
SUPPLIED BY OTHER HOSPITAL DEPARTMENTS

1. Drugs & Solutions .................................. $
2. Medical/Surgical Supplies (CSR) ....................
3. Laboratory Procedures ..............................
4. Electrocardiograms .................................
5. X-Ray ..............................................
6. OPD: Services .....................................
7. Emergency Room ...............................
8. Clinic Visits ................................
9. Operating Room .....................................

Other: (Identify)

10. ......................
II. ......................
12. ..., ... ...... ... .....
13. ......... . .o.. .. o.
14. ......................

SUB-TOTAL $

TOTAL COSTS - DIRECT PATIENT SERVICES $

Include all payroll expenses (salaries, taxes, insurance) for professional
and paraprofessional staff employees of the home care department, or
other departments of the hospital, who visit patients in their homes.
Do not include in this paragraph the payroll expenses of administrative
personnel such as the home care department director, nurse assistants
who coordinate patient services, technicians who visit patients to
do EKGs, collect lab. specimens, etc.
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HOSPITAL

STATEMENT OF HOME CARE DEPARTMENT COSTS FROM TO

SECTION II
ADMINISTRATIVE COSTS

A. DIRECT COST OF OPERATING HOME CARE DEPARTMENT AMOUNT

I. PAYROLL (Include Salaries, Taxes, Insurance)
* a. Director of Home Care Dept ............... $

** b. Salaried Medical Director or Consultant..

* c. Nurse Coordinators/Assistant to Director.
Other Prof. Administrative Staff: (Identify)

d. .......... ...

* a.......,...........
* f. Secretarial ..............................
* g. Clerical .................................

SUB-TOTAL

2. SUPPLIES
a. Stationery and Printed Forms .............
b. General Office ...........................
c. Medications Not Billed to Patients .......
d. Med./Surg. Supplies Not Billed to Patients
e. Replacement of Non-dep. Equipment ........

Other: (Identify)
f. .................

g. ... ,........ .....

SUB-TOTAL

3. COMMUNICATIONS AND TRANSPORTATION
a. Books and Subscriptions ..................
b. Professional Organization Dues ...........
c. Travel Expenses (Prof. & Technician Visits

to Patients' Homes, Ambulance & Other
Approved Transportation Costs) ...........

d. Travel Expenses (Administrative) .........
e. ....... ..........

SUB-TOTAL

4. PURCHASED OFFICE EQUIPMENT, REPAIRS & DEPRECIATION
a. Office Equipment .........................
b. Repairs & Depreciation ...................

5. MISCELLANEOUS
a. Recruitment Expenses .....................

Other: (Identify)
b . .................

c . ...... ,..........

SUB-TOTAL $

TOTAL DIRECT ADMINISTRATIVE COSTS

* Time spent in patient screening, evaluation and care planning activities
before patients are transferred or admitted to home care service and
on PAT activities is to be allocated to other hospital cost centers
as appropriate.

** Pro-rated time according to established hospital policies.
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HOSPITAL

STATEMENT OF HOME CARE DEPARTMENT COSTS FROM TO

B. INDIRECT ADMINISTRATIVE COSTS ALLOCATED
TO HOME CARE DEPARTMENT FROM ACCOUNTING
STEP-DOWN AMOUNT

I. Depreciation - Building & Fixtures ......
2. Depreciation - Movable Equipment ........
3. Administration & General ................
4. Operation of Plant ......................
5. Maintenance of Plant ....................
6. Laundry & Linen Service .................
7. Housekeeping ............................
8. Cafeteria (Employees) ...................
9. ...................
10. .. ................
11....................

TOTAL INDIRECT ADMINISTRATIVE COSTS $

TOTAL DIRECT ADMINISTRATIVE COSTS (SEC. II A.)

TOTAL COSTS FOR DIRECT PATIENT SERVICES (SEC. I)

TOTAL HOME CARE DEPARTMENT COSTS
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Senator TALMADGE. What problems, if any, has Blue Cross expe-
rienced?

Mr. JACOBY. Our problems would be very similar to those in the
medicare administration in that, as I indicated in my brief sum-
mary-you were not present at the time--the development of a
health care benefit should be carefully constructed and thought
through in terms of what it is the benefit is to accomplish.

For example, home health care has been pointed out to be ex-
tremely useful as an alternative to in-patient care. It has also been
pointed out as an area of need that is not being fully met.

However, if you adopt, for example, a more intensive benefit
level for home health care in order to accomplish earlier discharges
from skilled nursing facilities, for example, if you do not establish
the policy clearly enough and construct a benefit and the controls
in such a fashion as to assure that that objective is reached, you
can find you have increased costs and have not used the benefit as
an alternative. You have not accomplished the goal.

Senator TALMADGE. Effective control is the real key?
Mr. JACOBY. I would say so, sir, but control is one of the key

difficulty areas that we are now trying to deal with in the adminis-
tration of the benefit for medicare. An adequate data base of
comparative home health agency cost is needed to prevent penaliz-
ing the majority of excellent agencies for the transgressions of a
few.

Senator TALMADGE. Thank you very much, Mr. Jacoby, for an
excellent statement.

[The prepared statement of Mr. Jacoby follows:]
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STATEMENT OF THE BLUE CROSS AND BLUE SHIELD ASSOCIATIONS ON HOME HEALTH

CARE PROGRAMS, BY MERRITr W. JACOBY, ACTING SENIOR VICE PRESIDENT, GOVERN-
MENT PROGRAMS DIVISION

Mr. Chairman and mergers of the committee.

I am Merritt W. Jacoby, acting senior vice president of the Goverrent
Program; Division, of the Blue Cross and Blue Shield Associations. We

are pleased to have this opportunity to coxnent on current and prospective

issues in home health care program. Our interest and involvErent in horm
health care is nulti-faceted:

As a private health insurer, we are supporting and encouraging the

Blue Cross and Blue Shield Plans in offering horm care coverage in

local accounts, national accounts, and individual subscriber benefit
packages. More than 60 of the 68 Blue Cross Plans currently offer

one or more hore care benefits, covering a wide range of patient needs

and conditions. As a result, we have considerable experience in

identifying the appropriate parameters of home care benefits and in

responding to the needs of patients with quality services at-the lowest

possible cost.

As a prime contractor for administration of the Medicare Part A

program, BCA has a major role in ensuring the full and proper

reirbursermnt for services rendered by home health agencies (HHis) to
Medicare beneficiaries. Blue Cross Plans serve approximately 77%

of all HHAs participating in the Medicare program and are responsible
for distributing the major portion of the more than $450 million in

annual Medicare p-ayments for home health care services.

As an advisor to Blue Cross and Blue Shield Plans, we are aare of

home care issues in state Medicaid prograirs. The problem in funding

and disparities in coverages in Medicaid programs, which have been

addressed in detail in the recent FEN report to Congress, will become

a mare direct concern since the Medicare and Medicaid prograr-s are

being combined imder HCFA.

We are therefore most interested in the various issues being considered by

this coiittee to expand the hore health care coverage, increase home care
utilization, and promte sophistication and quality in hoe care services

available.



2M8

We support development of a comprehensive, national approach to home health

care. The need is clear, since home health care represents a viable

alternative to more costly institutional care of patients., Oar detailed

comments in Section II focus on five comonly-mentioned proposals for

changes in Medicare's benefit:

o Elimination of the three-day prior hospitalization requirement

o Elimination of the 100 visit restriction

o Elimination of the homebaund requirement

o Expansion of coverage to "intensive" levels of care

o Expansion of coverage to ')maintenance" levels of care

While we support the basic intention to develop a more comprehensive home

health care program, we recommend caution in movement toward implementation

of these proposed changes. There are serious and wide-spread problems in

the Medicare and Medicaid programs' approaches to home health claim, and

audit and reibursement issues which have not been adequately addressed or

resolved. Current problem should be corrected before ne. initiatives in

home health care are undertaken. We have identified three improvements we

believe are necessary for proper administration of the current home health

care programs :

1) A uniform set of definitions, policies and procedures for claims, audit

and reimbursement.

2) A reliable data base upon which uniform and comprehensive screening

mechanism for claims and audit reviews can be formulated.

3) Timely and formal notification of changes and clarifications in current

program policies available to the HFA providers and all parties

responsible for adminstering the Medicare and Medicaid programs.

Without these elements, the potential for fraudulent and abusive conditions

would be magnified and accelerated as hoe health care coverage is expanded

and utilization is increased. We have consistently recommended a

comprehensive national initiative by the govenramt, its intermediaries and
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the industry to strengthen and clarify the existing home health care

programs. Our detailed comments in Section I speak primarily to the

Medicare Part A program but are equally applicable to Medicaid as these

programs are unified under HCFA.

SECrON I: fORRECTION OF CURRFr MEDICARE PROBLEMS

Home health care is the most rapidly expanding and changing patient care

program. In the early 1970's, the rtrrbers of PHHs and the types and

amounts of costs increased dramatically. With these changes in the industry

came increased potential for fraud and abuse as well as increased problem

for the Medicare intermediary in applying Medicare rules to claims coverage

and reimbursement. The Medicare program was not able to place a high
priority on addressing these developing concerns and, as a result, the

program and its intermediaries were caught without all the tools, policies,

and procedures necessary to respond quickly and effectively. We have

testified before the U.S. House Ways & Means oversight subcommittee in

August 1978 that the series of interim measures, which were fragmentary and

reactionary, met the immediate needs but can no longer be considered

appropriate.

We recoamnded immediate inpleTentation by HCFA of a comprehensive national

approach to resolving these problems in HHA reimburserent, claims adjudication,

and audit. Some of these projects currently underway promise the needed

uniformity and clarity. These initiatives are now becoming appropriately

responsive to industry changes.

Claims/Coverage Issues

In the intermediary review of claims submitted by HHAs, it is necessary that

detailed information be available on the patient's medical condition and the

specific nature of services being provided so that the intermediary may

determine if Medicare coverage requirements are met. Two significant problems

have been identified in this regard: (1) the claim form does not capture the

necessary information in detail and (2) the program instructions on the

extent of and limitations to program coverage are not sufficiently clear for

uniform determinations.
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developed a full spectrum of screening parameters on skilled nursing

services for use by Blue Cross Plans in claim review. These have been

given to HCFA. Similar guidelines are necessary for home health aide

services. We are also seeking more definitive policy statements from

HCFA on key coverage issues to provide a clear and uniform basis for denial

of claims and for correlation of services to the patient's medical needs.

Currently, there is an inadequate instruction base for denial of over-

utilized services; for example, continued skilled nursing observations and

monitoring after the patient's condition is stabilized. There is also

potential for wide disparities amrng intermediaries in coverage decisions

due to incomplete or unclear coverage guidelines, such as the necessity of

hoe health aide services when family resources are available for sdch

care. These and other coverage guidelines are being addressed.

These activities will help sten the potential for fraud and abuse as well

as provide a clear and uniform application of program rules to 1HA providers.

Audit/Reimbursement Problems

In review of costs claimed by HHAs for Medicare reimbursement, the

intermediary nst deterine that the costs are reasonable and incurred in

rendering necessary patient care services. Wile there are many issues to

be addressed during this process, the must important example of the problems

currently faced by interediaries is the test of reasonableness.

The intermediary must be able to identify costs which are substantially

out-of-line by statistically comparing the costs of like providers. This

process has been hampered because the Medicare cost reporting form, froa

which the coparative data is collected, contains insufficient definition

on categorization of like costs, lacks the necessary specificity, and allows

various reporting methods. Since the data base is not uniform, the

information cannot be reliably utilized in comparing providers. The recent

FEW report to Congress on hoe health services agrees that cost coparisons

among HHAs is currently impossible.
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For these reasons, we have opposed the recent HCFA proposal to set cost

limits on HHAs tntil more uniform and reliable data can be obtained. A
copy of our response to the proposal is attached. Our past expeNrience in

defending reasonable cost adjustments on the basis of statistically-

unreliable, unauditable, and unedited data in the Yedicare appeals process

has been unsuccessful. Tw projects have recently been undertaken to

correct nornmiformity in the data base: (1) development of a standard

Medicare cost report, with a single cost apportionment method, and (2)

development of a uniform reporting system for HPAs. BCA is actively

coordinating with HCFA on these projects. Wen these projects are

completed and implemented, the data base obtained through these reports will

be useful and appropriate in establishing reasonable cost guidelines on line

items (such as space or transportation), cost categories (such as total

effective compensation), and cost disciplines (such as physical therapy).

In the interim, BCA as prime contractor has developed a set of "reasonable

cost indicators" and a standard field audit program to assist Blue Cross
Plans in applying the Medicare principles of reimbursement to HAs. The

indicators (AB series #1337, copies are attached) are a statistically-sound

data base arrayed by computer under the inter-quartile statistical method

recognizing the effect of industry variables. These indicators are used on

desk review to identify specific areas of cost which need further review

for reasonableness under the BCA standard field audit program (AB #1154).

The indicators focus the intermediary's limited audit funds and tine. The

field audit program provides a detailed procedures for undertaking the

reviews.

We believe that these initiatives in audit and reimbursement will help sten

the potential for fraud and abuse as well as provide a clear and uniform

application of existing program rules to HA providers.

Administrative Considerations

Communication of changes and clarifications in program policy to the medicaree

intermediaries and HA providers oust be improved. All previously-issued

instructions from HCFA, its regional offices, and the intermediaries should
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be reviewed. Those no longer appropriate should be rescinded. Those
still applicable should be integrated into a single national policy

statement and issued to the intermediaries and providers. We understand
this project is currently underway at HCFA.

Timely and formal notification of all new policies should be placed in

the Part A Intermediary Manual (HIM-13), the HRA Manual (HIM-II), and the
Provider Reibursenent Manual (HIM-15). Intermediary Letters and other less
formal statements should be interim steps to formal changes in the

appropriate manuals.

An often proposed administrative change to combat fraud and abuse is
elimination of HHAs which serve only Medicare beneficiaries (10Cers).
We have rot identified a correlation between Medicare utilization and
fraud and abuse activities. Our studies show that high-utilization HAs

account for less than 2% of all HHAs. The need for reasonable cost
adjustments does ot increase proportionately with utilization levels.
However, high-utilization HHAs are screened for more extensive claim
review and audit review since any adjustments or claims denials will more

significantly affect program payments than in low-utilization HHAs. It
should be noted that it is mre difficult to recover monies from 100%
Medicare utilization agencies, since the sole source of funding for such
providers is the Medicare program itself. We believe that the proposal
to eliminate certification of high-utilization agencies will not effectively
address the potential for fraud and abuse. We believe. that more definitive
policy and procedure statements from HCFA are the most effective means of

eliminating any incentive to fraudulent and abusive activities, not only in
high-utilization HHAs but in all HHAs.

SECTION II: PROPOSALS FOR EXPANDING HOW HEALTH CARE BEtEFITS

A workable and acceptable definition of home health care nust identify the

services available to patients in the home environment, rust logically
correlate services available to the patient's needs, and must recognize home
health care as part of the total health care system including hospitals,
nursing homes, physicians, and all other health care components.
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The family and home environment offer substantial therapeutic and supportive
resources in addition to the professional and technical health care resources.
Home health care initiatives should encompass all available medical and
support services and correlate these services to the full spectrum of
patient needs, from complex and fluctuating illness to relatively-controlled
disabilities.

A successful home health care system should include inte.,jive, intermediate,
and maintenance service programs to ensure that the needs of the patient are
effectively and efficiently met.

o Intensive care is appropriate for the patient with an unstable •
medical condition requiring active treatment and/or rehabilitation.
The care would include a wide array of professional and technical
services, including frequent observations and treatment in a
concentrated degree. Without intensive hare health care, the patient
would require inpatient care.

o Intermediate care is appropriate for the patient with a relatively
stable medical condition requiring active treatment and/or

rehabilitation. The care would focus on professional and technical
serv kes, including nursing care, therapy, and aide services.

Intermediate care is intended to assist the patient in the recovery
and rehabilitation stages of illness. Home health care benefits
covered under the Medicare program are primarily intermediate care.

o Maintenance care is appropriate for the patient with a relatively
stable medical condition requiring periodic assessment or regular
monitoring to ensure maintenance of the achieved plateau in the
recovery or rehabilitation from an illness. The services would
focus on assistance with daily living activities and supportive

personal care services.

Expansion of coverage to intensive levels of home care would encourage an
earlier discharge of patients from institutions to the howe. In our private
health insurance activities, some of the Blue Cross Plans have included
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coverage of intensive hone care. We have found that since a more unstable

or critical illness mist be monitored and treated, the types of services
mist be appropriately intensified. The HHA Must directly provide or have
ready access to ancillary and crisis-care services, such as portable x-ray,
oxygen tents, heart monitors, and ambulance, etc. Intensive care also

requires a concentrated degree of physician and professional nursing
management to ensure a coordinated treatment of the unstable patient

condition.

The current Medicare definition of home health care is "part-time and
intermittant services." Expansion of care to intensive levels of service
can -require full-time and continuous services for proper patient care. It

can also be expected that the costs of providing intensive care will be
significantly higher than in intermediate care; for example, salaries for
professional staff necessary to provide the care will be greater and the
cost of equipment for routine and stand-by crisis care will be more

expensive to the HHA. We suggest that a cost/benefit study or a pilot
project be undertaken to determine (1) the extent to which intensive care
should be covered and (2) the effect coverage of intensive care will have
on health care costs.

Maintenance home health care, such as homenakers, '"eals on wheels", and
chore services, often represent the key to allowing patients to remain in
the home when family is unable or unavailable to provide such personal and
health support services. In our private health insurance activities, some

Blue Cross Plans have included maintenance care benefits. Medicaid and
other programs have also expanded coverage to some maintenance services.

Expansion of care to maintenance services will reduce the need for nursing

care as well as reduce the current impetus for direct patient financing
of such care. As such, maintenance home health care represents an "add-on"
to current health care costs and does not significantly reduce the need
for other types of care. We believe that current projects to eliminate the

fragmentation of home care services among the Mdicare, Mdicaid, and Older
Americans Act programs will demonstrate the need for coverage of maintenance

services and will provide the appropriate funding to offset the add-on costs.
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The three other proposals to extend benefit coverage -- elimination of the
hxrebound requirement, three-day prior hospitalization, and 100 visit
limit -- have been thoroughly analyzed by GAO in its December 1977 report

to Congress entitled "Hme Health -- the Need for a National Policy to
Better Provide for the Elderly." GAO concluded that elimination of these
three restrictions uuld not be costly under Medicare. We agree that the
initiative to formulate a comprehensive national approach to hce health

care should eliminate these three current restrictions. However, we
recomrend that this initiative be predicated on correction of the problem

identified in implementation of the current hore health care program under
Medicare and Medicaid.

Thank you for the opportunity to comaent.
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Blue Cross Medicare

840 North Lake Shore Drive
Chicago, Illinois 60611
312/440-6000

Administrative Bulletin #1337

March 6, 1979

To: Directors of Federal Programs
Reimbursement Managers

From: Merritt W. Jacoby, Acting Senior Vice President
Government Programs Division

Subject: Medicare Provider Cost Reports:
Reasonable Cost Indicators for-Home Health Agencies

Action Indicated: The procedures and data contained in this bulletin
should be-incorporated into desk review programs and
audit scope procedures applicable to the review of
HHA Medicare provider cost reports.

All HHA Medicare provider cost reports ending on or
after July 1, 1974 which have not passed the three-
year limitation on reopening should be reanalyzed
using this data to determine reasonable costs.

This bulletin transmits desk review procedures and reasonable cost indicators
for use by Plans in the review of HHA Medicare provider cost reports.

In August 1978, the Medicare Bureau issued Intermediary Letter #78-37 which
arrayed certain cost per visit information from HHA provider cost reports
for use by the intermediaries in developing methods for reviewing the
reasonableness of HHA costs. BCA/BSA had requested data from audited HHA
cost reports from all Blue Cross Plans under AB #758, 78.01, dated March 30,
1978. This information has been analyzed and processed by computer using the
inter-quartile statistical method. This process has resulted in the
development of statistically-reliable cost per visit data which can be used
during the desk review and audit scope process to identify costs which appear
substantially out-of-line with the costs of HHAs of like size on a national
basis. These costs may then be subjected to additional audit and review
procedures as outlined in the Standard Field Audit Program for Home Health
Agencies, AB #1154, dated May 25, 1977, to determine the reasonableness of
these costs.

Distribution: Directors of Federal Programs - List 35
Reimbursement Managers - List 35C
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Reasonable Cost Indicators

Data cards reflecting information from approximately 3700 cost reports
covering fiscal years ending on or after July 1, 1974 and on or before
June 30, 1977 formed the initial survey base. These cost reports were
subjected to numerous edits to ensure the accuracy of the information
and the conparability of the data.

Based on the results of computer analysis, it was determined that in
general facility-ba3ed agencies and official (governmentally sponsored)
agencies have a higher cost per visit than the free-standing voluntary
agencies of like size. Since it could not be determined whether these
higher costs resulted from uncontrollable factors, unreasonable
expenditures, or other factors and since the inclusion of the data from
such agencies would significantly inflate the reasonable cost indicators,
the sample excluded all data collected from facility-based and official
home health agencies.

It was also determined that during the first period or year of operation,
H{As have a higher cost per visit than those with more than a year of
operation. Data collected from first-year or -period cost reports was,
therefore, also excluded from the final sample.

After all edits and other exclusions had been accomplished, the final
sample size was 1067 cost reports: 367 for years ending on or before
June 30, 1975, 381 for years ending on or before June 30, 1976, and
319 for years ending on or before June 30, 1977. The data was annualized
by individual cost report to the June 30 dates by using aggregate annual
inflation rates of 12.0% for 1975, 8.8% for 1976, and 6.8% for 1977. The
1978 data is a projection of the 1977 indicators using a 9.0% inflation
factor.

This final sample was then arrayed by computer using the inter-quartile
statistical method to develop reliable and useful reasonable cost indicators.

Inter-Quartile Statistical Method

The inter-quartile statistical method is a statistical technique which sets
ranges based on the distribution of actual performance data. The basic
concept is that the middle 50% of the provider data is used to establish a
range. By doubling the inter-quartile range, the data is clustered to
determine reasonable variations in performance.

The inter-quartile statistical method is preferable over other statistical
methods because:

a) All providers can theoretically meet the acceptable ranges. Normally,
however, some providers will fall outside the ranges. These "out-lyers"
are by definition under Medicare guidelines to be considered
substantially out-of-line and these costs should be further analyzed.
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b) The inter-quartile method does not require any assumptions about
the distribution of performance, such as a bell-curve distribution.

c) The ranges are not as significantly influenced by the "out-lyers"
as iti other statistical methods. Provider costs which are substantially
out-of-line with the inter-quartile range will not expand the
acceptable ranges considerably.

BCA/BSA has studied the other available statistical methods and has
determined that the inter-quartile statistical method provides the best
basis for application of the Medicare principles on reasonable costs.
Additional information about the inter-quartile method is available upon
request.

Desk Review and Audit Scope Procedures

These reasonable cost indicators are to be used as a desk review tool to
assist in determining both whether a field audit is warranted and, if so,
the appropriate scope of the field audit. In addition, the indicators
may be used to assign audit priority to the cost reports.

The reasonable cost indicators are not cost limitations, or "caps" and
should not be used in themselves as the basis for disallowing provider
costs. The data represents merely indicators which are helpful during
the desk review and audit scope process in an initial identification of
HHA costs which are "substantially out-of-line" in accordance with
42 CFR Regulation Section 405.451(c)(2). Where costs are found to be
substantially out-of-line through use of the reasonable cost indicators
and/or other desk review procedures, the cost report should be sent to
field audit for further testing and review procedures.

During field audit, the provider is given an opportunity to supply the
intermediary with documentation and rationales to justify the higher costs.
Where the higher costs are sufficiently justified, the costs may be allowed
as reasonable. Since the reasonable cost indicators have been developed
from the data pertaining to free-standing voluntary agencies only, some
special considerations must be given when the indicators have been applied
to the costs of facility-based HHAs, official HHAs, and first-year or -period
cost reports.

Facility-Based HHIAs

The intermediary should consider that the costs of a facility-based HHA
are influenced by the cost reporting mechanism itself. Overhead from the
primary prov~a~r will be stepped-down on an appropriate allocation basis
into the -HA cost report. In general, this allocation is an uncontrollable
factor to the dHA. Therefore, where the HHA's costs are substantially
out-of-line due to this overhead allocation and the intermediary has
determined that the allocation base is appropriate, the higher HHA costs
may be considered reasonable.
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Official HHAs

The costs of official agencies may be substantially out-of-line, either
too high or too low, due to (a) allocations from related governmental
entities and (b) subsidization of the HHA through donations or unbilled
support from the governmental unit. Examples would include United Fund
support, donated space or equipment, unbilled access to messenger and
motor pool, etc. These factors should be taken into consideration when
evaluating the reasonableness of the HHA's costs.

First-Year or -Period Cost Reports

In general, an HHA may experience a higher cost per visit during the
initial period of operation (that is, 12 months or less) when the total
visit volume of the agency is insufficient to absorb the fixed costs and
stand-by costs of the agency. In other instances, however, the higher
costs per visit could have resulted front inefficiencies in management or
inattentiveness to cost containment. To determine whether these higher
costs are reasonable, some suggested methodologies are:

a) Annualize the visit volume by determining the number of visits
rendered by the HHA during its 12th full month of operation. (This
would not be the last month of the reporting period if a short-period
cost report had been filed.) Multiply the visits by 12 and divide
the result into the total allowable costs to re-determine the cost
per visit as it would have been had the agency been operating at peak
visit volume throughout the period. This cost per visit should be
compared to the reasonable cost indicators.

b) Apply the principles used to evaluate exception requests to the hospital
routine cost limits, as outlined in Regulation Section 405.460(f)(2) and
(3). Compute the amount of cost per visit attrib,:table to fixed costs
and stand-by costs. This cost per visit should be deleted from total
cost per visit and a reasonable cost per visit for similar elements
incurred by like providers substituted. The resulting total cost per
visit amountshould be compared to the reasonable cost indicators.

Both of these suggestions would give appropriate recognition to the special
problems in absorbing fixed costs and stand-by costs in the low visit volumes
experienced by HHAs during the initial periods of operation.

Implementation

Plans are instructed to re-analyze all Medicare provider cost reports for
HHAs ending on or after July 1, 1974 which are subject to the three-year
reopening provision, using the attached reasonable cost indicators.

The reasonable cost indicators should be adjusted based on the cost report
fiscal year end date as shown in the attachments for other than 6/30 year
end dates.

46-611 0 - 79 - 18
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It should be emphasized that the data for cost reporting periods ending
on or after July 1, 1977 are projections and are not based on actual,
audited cost reporting data from these periods. These projections,
however, may be used in the desk review and audit scope process as noted.
The reasonable cost indicators for periods ending on or after July 1, 1977
based on audited cost reporting information are being compiled and
arrayed and will be issued to all Blue Cross Plans under Administrative
Bulletin series #1337.

Questions regarding this bulletin should be referred to:

Peter Harmon
Senior Manager
EDP/Reimbursement Activities
(312) 440-5908

or David R. Elwell
Senior Manager
Chain Organizations
(312) 440-5810



ADJUSTMENT FACTORS FOR PERIODS ENDED OTHER THAN 6/30

1974 1975 1976 1977 1978

Year
Ended

Ended

January

February

March

April

May

June

July

August

September

October

November

- 5.0%

- 4.0%

- 3.0%

- 2.0%

- 1.0%

6/75 table

- 8.07%,

- 7.33%

- 6.60%

- 5.87%

- 5.13%

3.67%

2.93%

2. z0%

1.47%

0. 73%

/76 table

6.23%

5.67%

5. 10%

4. 53%

N/A

N/A

N/A

N/A

N/A

N/A

11.0%

10.0%

9.0%

8.0%

7.0%

- 6.0% - 4.40% - 3.40%

- 2.83%

- 2.27%

- 1.70%

- 1.13%

- 0.57%

6/77 table

- 8.25%

- 7.50%

- 6.75%

- 6.00%

- 3.75%

- 3.00%

- 2.25%

- 1.50%

- 0.75%

6/78 table

+ 0.750

+ 1.50%

+ 2.250

+ 3.00%

0-'

- 5.25% + 3.75%

- 4.50% + 4.50%

- 3.97%

December



MEDICARE: REASOMAILE COST INDICATORS EO HOME WEALTH1 ACENCIES

COST REPORT PERIODS ENDED 7/I/74 THROUGH 6/30/75 E

HI VISITS

0 - 1,999
2.000 - 9,999
10.000 +

HI COST
PER VISIT

LOWER UPPER
LIMIT LIMIT

9.24 24.56
10.14 20.79
10.67 21.74

SKILLED
NURS. CARE

LOWER UPPER
LIMIT LIMIT

10.90 26.85
9.08 22.71
9.00 21.94

PHYSICAL
THERAPY

LOSER UPPER
LIMIT LIMIT

8.35 22.83
9.41 23.34

11.18 24.92

SPEECH Occur. MED. SOC. HOME HEALTH
THERAPY THERAPY SERVICES AIDES

LOSER UPPER LOSER UPPER LOSER UPPER LOSER UPPER
LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIRIT LIMIT

M/A S/A H/A .'A H/A H/A 4.47 19.23
8.50A25.350 11.44022.04* 14.S9042.96* 7.03 17.39
8.02 33.90 10.89426.$51 4.8155.00 8.36 22.96

COST REPORT PERIODS ENDED ?/'17- ThDPOCWi 6/3017

HI COST SKILLED PHYSICAL SPEECH oCCUP. ED. SOC. HONE HEALTH
PER VISIT HURS. CARE THERAPY THERAPY THERAPY SERVICES AIDES

LOWER UPPER LOSER UPPER LOWER UPPER LOSER UPPER LOSER UPPER LUVR UPPER LOSER UPPER
M4 VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LTAIT LIMIT LIMIT LIMIT LIMIT LIMIT

0 - 1,999 6.53 29.27 9.09 32.12 10 24 26.79 9.44052.9V H/A M/A H/A N/A 4.09 20.76
2,000 - 9,999 10.96 22.26 9.70 23.46 9.03 22.19 11.014.4.090 8.68*22.710 0.00030.950 6.'8 21.46
10.000 + 11.27 23.60 11.32 24.79 11.09 26.17 6.22 28.07 10.11 26.81 6.03&43.450 6.29 22.17

COST REPORT PERIODS SHOE 7/1176 TIHROUC 0/30/77

HI COST SKILLED PHYSICAL SPEECH OCCUPY. MED. SOC. HOME HEALTH
PER VISIT NURS. CAR! THERAPY THERAPY THERAPY SERVICES AIDES

LOSER UPPER LOlWER UPPER LOWER UPPER LOSER UPPER LOSER UPPER LOSER UPPER LOSER UPPcR
III VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT

0 - 1.999 10.62 26.29 8.32 27.26 9.56 22.59 N/A H/A N/A H/A N/A H/A 7.80 26.92
2,000 - 9,999 11.34 22.89 11.46 24.46 12.79 21.22 11.41633.09 10.9702.310 9.31054.040 6.10 20.77
10.000 + 10.76 24.30 11.32 22.49 12.04 27.07 9.87 40.00 11.72 45.67 16.60*39.72# 5.96 24.23

COST REPORT PERIODS ENDED 7/1/77 THROCGH 6/30/78 (PUOJRCTED)

HI COST SKILLED PHYSICAL SPEECH OCCUPY. 'ED. SOC. HOME HEALTH
PER VISIT RURS. CARE THERAPY THERAPY THERAPY SERVICES AIDES

LOWER UPPER LOSER UPPER LOSER UPPER LOSER UPPER LOWER UFPR LOSER UPPER LOSER UPPER
M4 VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT

0 - 1.999 11.28 28.66 9.07 29.71 10.42 24.61 H/A H/A H/A H/A H/A H/A 9-0 29.34
2,000 - 9.999 12.36 24.95 12.49 26.66 11.94 23.13 12.44*36.07* l1.96427.59* 10.37058N.90 6.65 22.64
10.000 4 11.73 26.49 12.34 27.78 13.12 29.51 10.76 43.60 12.77 49.78 18.09443.29 6.50 26.41

- AGES ARE STATISTICALLY OUIESTIOHANLE BECAUSE LESS THAN 252 OF SAMPLE REPORTED DATA IN THI4S CATEGORY
8 -BASED ON DATA RECEIVED THROUGH JUNE, 1978

A;)

to
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'' Medicare

840 North Lake Shire Drive
Chicago, lIrnois 60611
3121440-6000

Administrative Bulletin #1337, 79.01

April 25, 1979

Directors of Federal Programs
ReimbLirsiament Managers

Merritt W. Jacoby, Acting Senior Vice President
Government Programs Division

Medicare Provider Cost Reports:
Reasonable Cost Indicators of Official Home Health Agencies
fOovernmentally Sponsored)

The procedures and data contained in this bulletin should
be incorporated into desk review program and audit scope
proxedures applicable to the review of HHA Medicare
provider cost reports of official agencies.

All IDA Medicare official hove health agency cost reports
ending on or after July 1, 1974 which have not passed the
three-year limitation on reopening should be reanalyzed
using .this data to determine reasonable costs.

This data supplenents AB #1337 for application to official
agencies only. If a provider exceeds the indicator in
AB 1337, evaluate and document comparison with this
Administrative Bulletin.

Distribution: Directors of Federal Programs - List 35
Reimbursement Managers - List 35C
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This bulletin transmits desk review procedures and reasonable cost
indicators for use by Plans in the review of IA Medicare provider cost
reports of official agencies.

In August, 1978, the Medicare Bureau issued Intermodiary Letter #78-37
which arrayed certain cost per visit information from 111A provider cost
reports for use by the intermediaries in developing methods for reviewing
the reasonableness of HHA costs. BCA/BSA had requested data from audited

A cost reports from all Blue Cruss Plans under AB 758, 78.01, dated
March 30, 1978. This information has been analyzed and processed by
computer using the interquartile statistical method. This process has
resulted in the development of statistically-reliable cost per visit
data which can be used during the desk review and audit scope process
to identify costs which appear substantially out-of-line with the costs
of HHAs of like-size on a national basis. These costs may then be
subjected to additional audit and review procedures as outlined in
Standard Field Audit Program for Hone Health Agencies, AB #1154, dated
May 25, 1977, to determine the reasonableness of these costs.

Reasonable Cost Indicators

Data cards reflecting information from approximately 3700 cost reports
covering fiscal years ending on or after July 1, 1974 and on or before
June 30, 1977 formed the initial survey base. These cost reports were
subjected to numerous edits to ensure the accuracy of the information
and the comparability of the data.

Based on the results of the computer analysis, it was determined that, in
general, facility-based agencies and official (governmentally sponsored)
agencies have a higher cost per visit than the free-standing voluntary
agencies of like-size. Since it could not be determined wether these
higher costs resulted from uncontrollable factors, unreasonable expendi-
tures, or other factors and since the inclusion of the data from such
agencies would significantly inflate the reasonable cost indicators, the
sample excluded all data collected from facility-based or official home
health agencies.

These indicators are supplements to those issued for free-standing agencies.
If an official agency's cost per visit as filed does not exceed the indi-
cators for free-standing agencies, then the use of the indicators inthis
AB will not be necessary. If the official agency's cost per visit exceeds
the indicators for free-standing agencies but does not exceed the attached
indicators, the Plan should justify the difference. The desk review file
should clearly indicate that any difference was investigated and either
justified or adjusted.

If the cost per visit exceeds the attached indicators, then the Plan should
investigate the difference and give consideration to performing an audit
of that provider.
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It was also determined that during the first period or year of operation,
hRAs have a higher cost per visit than those with more than a year of
operation. Data collected from first-year or first-period cost reports
was, therefore, also excluded from the final sample.

After all edits and other exclusions had been accomplished, the final sample
size was 1,049 cost reports: 372 for years ending on or before June 30, 1975,
414 for years ending on or before June 30, 1076, and 263 for years ending on
or before June 30, 1977. The data was annualized by individual cost report
to June 30 dates by using aggregate annual inflation rates of 12.0% for
1975, 8.8% for 1976 and 6.8% for 1977. The 1978 data is a projection of
the 1977 indicators using a 9.0% inflation factor.

This final sample was then arrayed by ccmputer using the interquartile statistical
method to develop reliable and useful reasonable cost indicators.

This methodology was explained in AB 1337, dated March 6, 1979.

Desk Review and Audit Scope Procedures

These reasonable cost indicators are to be used as a desk review tool to
assist in determining both whether a field audit is warrantedd and, if so,
the appropriate scope of the field audit. In addition, the indicators
nmay be used to assign audit priority to the cost reports.

The reasonable cost indicators are not cost limitations, or 'caps" and
should not be used in themselves as the basis for disallowing provider
costs. The data represents merely indicators which are helpful during the
desk review and audit scope process in an initial identification of ERA
costs which are "substantially out-of-line" in accordance with 42 CFR
Regulation Section 405.451 (c)(2). Where costs are found to be substantially
out-of-line through use of the reasonable cost indicators and/or other desk
review procedures, the cost report should be sent to field audit for further
testing and review procedures.

During field audit, the provider is given an opportunity to supply the
intermediary with documentation and rationales to justify the higher costs.
Where the higher costs are sufficiently justified , the costs may be allowed
as reasonable. Since the reasonable cost indicators have been developed
from the data pertaining to free-standing voluntary agencies only, some
special considerations must be given when the indicators have been applied
to the costs of facility-based flAs, official fMAs, and first-year or
first-period cost reports.

Official HlHAs

The costs of official agencies may be substantially out-of-line, either
too high or too low, due to (a) allocations from related govenrnental
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entities and (b) subsidization of the }0[A through donations or unbilled
support from the governmental unit. Examples would include United Fund
support, donated space or equipment, unbilled access to messenger and motor
pool, etc. These factors should be taken into consideration when
evaluating the reasonableness of the HHA's costs.

Izrleentat ion

Plans are instructed to re-analyze all Medicare provider cost reports for
HHAs ending on or after July 1, 1974 which are subject to the three-year
reopening provision, using the attached reasonable cost indicators.

The reasonable cost indicators should be adjusted based on the cost report
fiscal year end date as shown in the attachments for other than 6/30 year
end dates.

It should be emphasized that the data for cost reporting periods ending on or
after July 1, 1977 are projections and are not based on actual, audited
cost reporting data fron these periods. These projections, however, may be used
in the desk review and audit scope process as noted. The reasonable cost
indicators for periods ending on or after July 1. 1977 based on audited
cost reporting information are being compiled and arrayed and will be
issued to all Blue Cross Plans under Administrative Bulletin series #1337.

Questions regarding this bulletin should be referred to:

Peter Haron David R. Elwell
Senior Manager or Senior Manager
EDP/Reimbrsenent Activit ies Chain Organizations
(312) 440-5908 (312) 440-5810

1%
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COST REPORT PEMO IMDO 7/)/7TI YIROWMT H/I015

HI COST SKILLED PHYSICAL SPEECH OCCUP. ME. SOC. NOME HEALTH
PER VISIT NUNS. CARE THERAPY THERAPY THERAPY SERVICES AIDES

LOVER UPPER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER
TOTAL VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT

0 - 1:999 6.37 29.15 7.37 30.79 9.64 30.47 N/A N/A N/A N/A N/A N/A 3.58 16.Z9
2,000 - 9.999 10.60 25.44 11.69 20. 0 10.16 20.53 2.7'29.00 1.00025.710 N/N A/A 5.72 18.15

10.000 + 11.40 32.45 10.09 20.94 9.02 34.72 14.35 50.63 I0.3446.14' N/A N/A 6.17 19.81

COST REPOR? MYMYOOY. FHOT 7/l/7% YMMHSW S/TI/TN

HI COST SNILLED PHYSICAL SPEECH OCCUP. MElD. SOC. HOME HEALTH
PER VISIT HORS. CARE THERAPY THERAPY THERAPY SERVICES AIDES

LOWER UFFER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER
TOTAL VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMI T LIMIT LIMIT

0 - 1.999 8.02 32.79 10.92 37.87 12.04 30.45 0.00044.410 N/A N/A N/A N/A 3.00 23.81
2.000 - 9,999 .:..9 27.17 13.00 28.92 11.48 31.68 9.9257.3? 1.02*32.83 14.03036.33* 6.05 20.70
10.000 + 13.57 33.57 10.32 31.47 10.55 44.47 24.09 46.64 3.9Z68.754 N/A N/A 6.16 24.08

COST REPORT PERTOOS F"OMO /IN YVTMORR 6/30/T

HI COST SKILLED PHYSICAL SPEECH OCCUP. MED. SOC. HOME HEALTH
PER VISIT NURS. CARE THERAPY THERAPY THERAPY SERVICES AIDES

LOWER UPPER LOWER UFFER LOWER UFPER LOWER UPPER LOWER UPPER LOWER UPPER LOWER UPPER
TOTAL VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT

o - 1.999 0.82 30.74 11.85 36.03 9.97 23.97 N/A N/A N/A M/A N/A N/A 4.29 20.13
.I000 - 9t99 10.27 29.13 11.62 29.56 11.94 26.01 10.37620.09* 14.39010.35* N/A N/A 6.16 21.12
10,000 U 14.06 29.76 13.52 34.99 6.3 30.50 10.66 26.74 10.0024.16' N/A N/A 8.67 18.21

COST REVwr PERIODS P71MPH 7Al/7) YINT77SO R/IU/YA IpnJcETIb)

HI COST SKILLED PHYSICAL SPEECH OCCUPY. MED. SOC. HOME HEALTH
PER VISIT NURS. CARE THERAPY THERAPY THERAPY SERVICES AIDES

LOWER UFPER LOWER UPPER LOWER UPFER LOWER UFPER LOWER UPPER LOWER UPPER LOWER UPPER
TOTAL VISITS LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMIT LIMT LIMIT LIMIT LIMIT LIMIT

O = 1.999 9.AI 42.23 12.92 40.14 10:07 26.3.1 NA NIA NIA N/. H/A N/A 4.69 21.94
2,000 - 9.999 11.19 1.72 12.67 32.22 13.01 20.35 11.30*30.626 15,A9 2,.US N/A N/A 6.1 23.02

10,000 + 16.20 3.44 14.74 30.14 " 7.01 33.33 11.62 29.15 10.99026.336 N/A N/A 9.45 19.85

- RANGES ARE STATISTICALLY OUESTIONAbLE bECAUSE LESS THAN 252 OF SAMPLE REPORTED DATA IN THIS CATEGORY
- PASED ON DATA RECEIVE[- THROUGH JUNE. 1970



ADJUSTMENT FACTORS FOR PERIODS ENDED OTHER THAN 6/30

Year
Ended

Month
Ended 1974 1975 1976 1977 1978

January N/A - 5.0% - 3.67% - 2.83% - 3.75%

February N/A - 4.0% - 2.93% - 2.27% - 3.00%

March N/A - 3.0%c - 2.20% - 1.70% - 2.25%

April N/A - 2.0% - 1.47% - 1.13% - 1.50%

May N/A - 1.0% - 0.73% - 0.57% - 0.75%

June N/A 6/75 table 6/76 table 6/77 table 6/78 table

July - 11.0% - 8.07% - 6.23% - 8.25% + 0.75%

August - 10.0% - 7.33% - 5.67% - 7.50% + 1.50%

September - 9.0% - 6.60% - 5.10% - 6.75% + 2.25%

October - 8.0% - 5.87% - 4.53% - 6.00% + 3.00%

November - 7.0% - 5.13% - 3.97,% - 5.25% + 3.75%

December - 6.0% - 4.40% - 3.40% - 4.50% + 4.50%

a
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Blue Cross Medicare
A gsoc al lron N O T

840 North Lake Shore Drive
Chicago, Illinois 60611
312/440-6000

May 3, 1979

Mr. Leonard Schaeffer
Administrator
Health Care Financing Administration
Department of Health, Education and Welfare
Post Office Box 2372
Washington, D.C. 20013

RE: MAB-102-N

Dear Mr. Schaeffer:

The following corients are presented on behalf of the Blue Cross Association
and all Blue Cross Plans in response to the proposed Schedule of Limits on
Home Health Agency Costs Per Visit as issued in the Federal Register on
March 7, 1979.

We do not favor establishment of cost limitations on home health agencies
(HHAs) and do not support the schedule of limits proposed by HCFA.

Home health care is the inst rapidly developing sector of the health care
industry. There has been impetus in increasing the number of home care
programs and in expanding the scope and intensity of benefits available in
the search for a cost-effective alternative in patient care. Home health
care has thus been promoted and encouraged due to its potential for cost
containment in patient care. We fully support these efforts.

Given the efforts to contain health care costs, any initiatives taken in
regard to the provision of home health care should be consistent with
these goals. We believe, however, that the cost limits may discourage
growth, propt discontinuance of existing home care program, work as a
disincentive to cost containment, and divert the Medicare program's attention
from the development of other policy and procedural tools necessary for
proper administration of the program to HKA providers.

The rapid expansion in nurters of HHAs, the increase in sophistication of
home care program, and changes to the more traditional patterns of home
care delivery system caught the Medicare program and its intermediaries
without all of the tools, policies, and procedures to meet the changes in
the industry. As a result, a series of interim measures were necessary to
enable the intermediary to respond effectively as potentially abusive
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situations were identified and HA cost reports were reviewed for
reasonableness of costs. We have testified before Congress that these
measures were fragmentary and reactionary, and while meeting an immediate
need, may no longer be appropriate. We have worked with the Medicare
Bureau in the development of a comprehensive national approach to the
problems in HHA reimbursement, claims adjudication, and audit. It is
these initiatives which are now becoming appropriately responsive to
industry changes.

One of the mst important projects undertaken by the Medicare program is
the issuance of a uniform Medicare cost reporting form, establishing a
single cost apportionment method and promoting increased sophistication
in the reporting and categorization of costs. This new cost report will
be supplemented by a uniform reporting system for IRAs (USIHAR). USHH
will further assist the Medicare program and its intermediaries in
evaluating the reasonableness of costs. Once these projects are corrpleted
and used in the industry, a reliable data base will be available upon
which HHA cost limits could be formulated. The factors which are affecting
the costs of HHAs should be more apparent and could be more appropriately
analyzed for inclusion or exclusion in formulating cost limits. With
these projects nearing completion, we strongly suggest that it would be in
the best interests of the Medicare program and the home health industry
that formulation of cost limits be delayed until the rost reliable data
base is available.

It should be emphasized that cost limits are not the best available means
of identifying unreasonable provider costs, only the most excessive.
While costs above the limits are unreasonable by definition, provider costs
below the limits are not automatically reasonable. In addition, past
experience shows that provider costs have a tendency to rise to the
established cost limit level. Since cost limits do not address these
problem, BCA has taken the initiative in developing "reasonable cost
indicators" and a standard field audit program to assist Blue Cross Plans
in applying the Medicare principles of reiffbursement to HA providers.

BCA obtained data from final settled HA cost reports from the Blue Cross
Plans. This data was edited to provide a statistically-sound data base
and was analyzed with regard to the effect of industry variables. The
data was arrayed by computer using the inter-quartile statistical method.
The result was an array of "reasonable cost indicators" (AB #1337) which
can be used to identify on desk review those areas of IRA costs which need
further review for reasonableness under the BCA standard field audit program
for HIA providers (AB #1154). The indicators serve an important function
in focusing intermediary attention and audit priority to the particular HHA
costs which fall outside the reasonable cost indicator ranges. Combined
with informed intermediary judgement, the intermediary may use its limited
audit funds and time in investigation of areas where there is the greatest
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potential for an audit adjustment. At the same time, the H-HA is provided
an opportunity to justify its expenditures where unusual or unique
circumstances have necessitated the higher costs. We find this an
effective prioritization of audit effort and an equitable treatment of
the HHA.

We believe that the Medicare program and the industry would be best served
if the proposed cost limitations were withdrawn to allow time for research
and analysis to ensure the statistical realibility of the data base and
appropriate inclusion of industry variables which effect cost. In the
interim, the Medicare program should continue development of a uniform
Medicare cost report, USHHAR, and detailed policies and procedures to
assist the intermediaries in properly administering the program to home
health providers of service.

SPECIFIC CCO'NTfS

Statistical Reliability of the Data Base

In order for the cost limitations to be equitable and reliable, it is
necessary that the data base be as uniform and accurate as possible.
Since the HHA Medicare cost reports themselves are not uniform, the
initial extraction of information from these cost reports may yield a
non-uniform data base. Secondly, there should be a system for editing
the data extracted to ensure that the reporting and collection of data is
accurate. The HCFA proposal may not have recognized or corrected
nonuniformity and inaccuracies in the data base and, if so, the cost
limits developed fron the data base may not be a statistically-reliable
reflection of cost levels in the industry.

Our own data collection efforts to ccpile reasonable cost indicators were
based on the sae cost reporting periods and collected the same types of
information as the ECFA proposal. Our data collection was limited to H.A
cost reports fDnalized by the Blue Cross Plans while PCFA was able to
collect data from all Medicare intermediaries. Our data base, however, was
edited to enhance the uniformity and accuracy of the information collected.
Our method differed from the me thod used by HCFA in four major categories:

1) Facility-based HHAs receive an allocation of overhead from the
main facility. A facility-based HHA is treated as an "other
reimbursable cost center" to the main facility in HCFA Forms 2552
and 2551. The main facility's acninistrative and general costs are
apportioned to the HHA and reported on 11CFA Form 172q. This is
uncontrollable by the h iA and is a mandatory function of the
Medicare cost reporting form.
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We have compared the administrative an general costs in both
free-standing and facility-based HHAs and found that this
component can be as nuch as 25% of total cost in the facility-
based HHA and generally only 5-10ro in the free-standing HA.
At least part of this difference may be attributable to the
cost reporting methodology and not necessarily to inefficiencies
or other controllable factors by the HHA.

In development of our reasonable cost indicators, we excluded all
information from facility-based hRL4s from the data base. T!e felt
that the existence of uncontrollable allocation of administrative
and general costs found in such HHAs could distort our total cost
per visit indicator upward when applied to all types of lIHAs. In
addition, HCFA Form 1729 does not require or supply cost per
visit information by discipline; therefore, there was no data
available for use in the reasonable cost indicators by discipline.
The HCFA proposal, however, includes facility-based HPAs in the
data base.

2) Official, or goverrmentally-sponsored, HAs in general have a
higher cost per visit than do free-standing agencies. Our data
indicates that total Medicare cost in an official HA is 20-25%
higher than total Medicare cost in a free-standing HHA when
computed as a cost per visit.

The reasons for this significant difference are unclear, and we
are currently analyzing the official HPA data to determine if
the higher costs have resulted from inefficient management, low
productivity standards, variances in intensity of services, or
other factors.

In recognition of these higher, unexplained costs, we excluded all
information from official HHAs from the data base used in formulating
our reasonable cost indicators. HCFA has included official FKAs in
developing the cost limits.

3) Our studies indicate that FHAs will normally incur higher costs per
visit during the initial year or periods of operation. We believe
this higher cost is unaloidable in many irLtances because visit
volume will initially be insufficient to absorb the HIA's fixed and
stand-by costs. As visit volume increases, these costs per visit
are substantially decreased.

In developing our reasonable cost indicators, we deleted all data
from HHA cost reports in the initial year or period of operation.
The ICFA data base excluded only cost reports which were less than
a full 12 months of operation.
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4) In developing our indicators, we sought out inaccuracies in the
cost reporting data gathered. We instituted a system of 40
edits to ensure that the final data base was as accurate as
possible.

The BCA reasonable cost indicators were based on information gathered
from approximately 3700 cost reports. After edits and the other exclusions
listed above, the final sample size was 1067 cost reports. This final
sample represented the most uniform and most accurate data base available.
The reasonable cost indicators, as a result, are as equitable and
appropriate a reflection of cost levels in the industry as possible.

An analysis of the data base should be undertaken to determine that the
data base used by HCFA in formulating the cost limits is statistically-
reliable.

Recognition of Industry Variables

In deriving cost limits, it is appropriate that due consideration be given
to the impact of industry variables on the levels of costs incurred. The
Medicare program has recognized that the actions of the most cost-conscious
and prudent buyer will be affected by certain economic and environmental
factors which are uncontrollable. It is only those costs which are
substantially out-of-line which are to be considered unreasonable, Cost
limits, by definition, establish these maxima prudent buyer lvels.
Thus, economic and environmental variables in the industry mist be
considered in establishment of the limitations.

The HCFA proposal notes that of all the variables considered, only the
urban/rural location was found to be an uncontrollable cost variable. Thus,
different limits have been suggested for HHAs on an S SA (urban) and
nonSMSA (rural) classification system. In all disciplines except occupational
therapy, the SSA limits are higher than the nonRSSA limits. HCFA's decision
to permit a higher level of reimbursable cost to urban HIAs rests on
perceived differences in "operating modes." It does not recognize differences
in wage levels, economic environment, size (visit volume), or patient
population, etc. which we believe could significantly affect HA costs.

Space costs, such as rent and taxes, is the only cost element which is likely
to be impacted by the SWE/nnSMSA classification, which is based on the
location of the HiA main office. The other types of costs are not necessarily
dependent upon the location of the HHA. Our study results are as follows:

1) The SWf2A/nonSFiA assigrnnents are based on the location of the H IA
main office. We believe, however, that HA costs are affected
primarily by the service area rather than the office location.
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Home care is a mbile patient care service; the services are
rendered in the patient's location. In a hospital, on the
other hand, the patient services are tied to the location of
the hospital. For example, a beneficiary who lives in a
nonSWA area may be hospitalized in an S !A area. When
discharged, the beneficiary may be served by an HIA near the
hospital (SSA) or one that serves the area in which he lives
(nonSMA). Considering that the patient care treatment for
his condition would be identical, the StSA agency would be
permitted a higher level of reinbursable cost than would the
nonSWA agency.

Secondly, it would be practical for an THHA to relocate its
main office to an S1'EA area for the greater reixiurserent
potential while still serving the nonISA area. Another
mechanism available would be to establish a: new main office
in the SWA area while retaining a branch office in the nonSMA
area. We note that many rural }A offices are subunits to a
main headquarters in the state capital, for example; this is
common in mid-American states for official HHAs. Since the
main office is in an SSA area, a highjer amount of reimbursement
could be gained. Part of this problem centers on the certification
procedures for HAs which permits establishment of branches or
subunits without separate certification from the main HA unit.

We suggest that the service area or residence of the majority of
patients served would be a mre accurate and reasonable criterion
in classifying HHAs as SMA or nonS EA in nature.

2) The home health care industry is a labor-intensive industry.
Statistics drawn from the industry's associations indicate that
85¢ of every dollar spent by an HHA is for wages and fringe benefits.
The HCFA proposal,however, found no correlation between wage levels
and HIA cost.

A recent proposal in regard to cost limits for hospitals recognizes
the need for a wage differential. The home care industry is trore
wage-intensive than the hospital industry. Approximately 72%. of
total hospital cost is wage-related; in an HHA, approximately 8Y.
of total cost is wage-related. The HCFA proposal on HHA cost
limits, however, does not suggest a wage differential similar to
that proposed for, .qsptals.

To demnstrate the effect, the proposed hospital limits set a
relative wage index for Dallas-Fort Worth at .9371, for Beauamnt-
Port Arthur-Orange at .8257, and for Houston at 1.404, Since HHA
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wage costs are 857. of total costs, we can reasonably expect a
Dallas HHA to incur wage costs 13% higher than those in a
Beaumont HHA. A Houston IMA's wages would be 26% higher than
in Beaumont and 11% higher than in Dallas. These differences
are significant.

The hospitals and HHAs are searching the same marketplace for
employees, independent contractors, and suppliers. Both types
of facilities will be affected by national or local wage levels.
Given a limited marketplace, the SEA agency may not necessarily
incur higher wage levels than the nonSMSA. An inverse
relationship might be identified where a wage incentive would be
necessary to attract qualified professionals to rural areas.
We suggest a study be undertaken by -CFA to reassess the need
for a wage differential in formulation of the HA cost limits.

3) Since home health care is highly mobile, the time needed for
travel to patient locations and the corresponding effect on
visit volume and productivity levels will be affected by the
urban/rural nature of the service area. The nonSMSA areas
would likely incur higher transportation costs than would the
SMSA areas. With recent increases in gasoline costs, the
transportation costs of H-As may inflate at a rate much in
excess of the established and estimated inflation percentages
suggested by HCFA. We feel that the transportation ccxrponent
of HIA costs should be granted a differential or special
exception.

4) The previously-mentioned proposal on hospital cost limits
exempts new providers from application of the limits for the
first three years of operation. Under the current hospital cost
limits, there is a carry-forward provision for costs above the
limits during these initial periods. Neither of these provisions
have been incorporated into the HCFA proposal on HhAs. We
suggest that some recognition be given that I-A costs during the
initial year or periods of operation may be uncontrollably higher
due to the developing visit volume which is unable to absorb an
appropriate proportion of fixed and stand-by costs.

5) The HCFA proposal found no correlation between cost and size of
the HHA. Our own data regression analyses showed that visit

volume affected costs in three broad, natural classifications of
total visit volume: 0-1999, 2000-9999, and 10,000 and over.
suggest that HCFA reevaluate the relationship between MI-A size

and cost.

48-611 0 - 79 - 19
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6) The HCFA proposal notes that there is no evidence available that
the intensity of services varies among HA providers - type.
One argument raised by facility-based HHAs is that an ,-xly release
of a patient from a hospital may be contemplated where the ILA has
access to the ancillary services in the hospital, such as X-ray and
blood-tests, etc. to supplement the home care program. Since an
HA has no mechanism for reimbursement of ancillary services, the
hospital must bill for the services and report all revenues. While
it is difficult to determine the extent of costs incurred by the
HHA in providing for such services, we believe that a study should
be done before assuming that facility-based laiAs and free-standing
HHAs offer the same services for the same kind of patient.

A caoplete and thorough analysis on the effect of industry variables on
HA costs is an important factor in the development cf an appropriate
cost limit. We suggest that the proposed cost limits be withdrawn to
permit time for this analysis.

Thank you for the opportunity to comrment on this material.

Very truly yours,

Merritt W.
Acting Senior Vice President
Coverment Programs Division

Senator TALMADGE. The next witness is Mr. Robert P. Liversidge,
Jr., chairman, Legislative Committee, National Association of
Home Health Agencies.

Mr. Liversidge, you may insert your full statement in the record
and summarize it, sir.

STATEMENT OF ROBERT P. LIVERSIDGE, JR., CHAIRMAN, LEG-
ISLATIVE COMMITTEE, NATIONAL ASSOCIATION OF HOME
HEALTH AGENCIES
Mr. LIVERSIDGE. Mr. Chairman, members of the committee and

ladies and gentlemen. My name is Robert P. Liversidge, Jr. I am
executive director of Community Nursing Services of Toledo, Ohio,
a medicare-certified nonprofit agency combining the home and
community health services of the Toledo District Nurse Association
and the city of Toledo public health nursing program. Our agency
was founded in 1901 and currently provides 65,000 home visits to
Toledo residents each year, offering a full range of services-skilled
nursing; physical, occupational, and speech therapy; home health
aide; social work, and nutrition consultation.

I am also legislative chairman for the National Association of
Home Health Agencies, a membership organization devoted to con-
cerns related to agencies providing health care services in the
home. We currently have about 300 agency members and 300 indi-
vidual members. Our membership comprises agencies of every type
of auspice. I am speaking on their behalf as well.



287

I appreciate the opportunity of appearing before you today to
offer my perspective on proposals intended to expand and improve
upon home health services, and to comment on what I believe are
advantages and shortcomings of the existing home health pro-
grams.

Home health services, in our country, are in a difficult position
right now. We see a variety of conflicting pressures. We see an
atmosphere which calls for an expansion of home health care serv-
ices, recognizing the humane value of the patient's being able to
stay at home, in familiar surroundings, rather than having to enter
the nursing home or be hospitalized any longer than absolutely
necessary and recognizing that, on a day-to-day basis, care in the
home may be less expensive than care in an institution.

However, in contradiction to this pressure to expand, we are
seeing a variety of measures proposed or in effect to restrict growth
and expansion. Cost caps have been proposed which, in some parts
of the country, may force home health agencies to close at the
same rate gas stations are closing in those same areas. The pro-
posed USSHAR uniform cost accounting system, designed to con-
trol fraud and abuse in home health agencies, will actually, accord-
ing to what I have heard, offer clever accountants an opportunity
to bury more inappropriate costs in a report which will range in
consequence from an impossibility for smaller agencies to a very
expensive exercise for larger agencies. As James Kilpatrick said in
a recent column:

One requirement of the new accounting scheine would redistribute the expense of
washing windows-one ledger entry for washing windows inside and another ledger
entry for washing windows outside. This will prevent fraud?

Added to these well-intentioned but misguided measures is a
system of reimbursement that, for nonprofit agencies such as mine,
allows absolutely no margin for growth. It is easy to be cynical
when I can look at a discriminatory pricing system in which a
profitmaking agency can secure a medicare-financed 11 to 12 per-
cent return on investment to assure its growth when a nonprofit
agency can secure no return on investment, at best can break even
and in most cases, due to retrospective disallowances, will be pro-
gramed to lose money and possibly eventually fall.

I personally am very concerned when I see legislation proposed
excluding home health agencies from the certificate-of-need proc-
ess, and in which proprietary agencies may be exempted from
licensure requirements. That tells me that Congress intends home
health services bypass the health planning process, imperfect
though it may be, in this country.

Home health agencies should be covered, along with other health
services, by certificate-of-need regulations issued pursuant to the
Health Planning Act of 1974-Public Law 93-641-and section 1122
of the Social Security Act.

The inclusion of home health agencies in the planning process
would assist in stemming the undue proliferation of agencies in
some areas while helping to promote the extension of home health
care to unserved areas.

Accompanying this developing policy of expansionism is a situa-
tion in which standards to assure quality care for patients is woe-
fully lacking. The medicare conditions of participation are a bottom
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line standard, to be sure. Indeed, when they were developed at the
creation of the medicare program some ten years ago, they were a
credit to the wisdom of their designers.

But with the growth of the home health industry and the subtle
shifts away from the traditional visiting nurse service/public
health department delivery of home health services to more inde-
pendently owned or proprietary agency service, it is apparent that
the limited protection for the patient afforded by the medicare
conditions of participation is inadequate.

When the primary objective of your income and profit, even
though satisfactory quality may be important, the medicare condi-
tions are insufficient and the patient becomes very vulnerable. To
monitor 200 patients at 200 different locations in their own homes
is extremely complicated.

I am sure that many of my colleagues can repeat stories of
abused patients, neglect, and other situations they have encoun-
tered when they arrived on a case where services had been previ-
ously provided by unsupervised, undertrained, careless staff. We
can describe situations in which patients whose benefits were ex-
hausted were unceremoniously dropped by one agency and the
visiting nurse agency either had to use dwindling United Way
resources to see the patient, or saw the patient at a financial loss,
because we and the communities in which we are based recognize
our primary commitment is to service and to the patient not to the
dollar.

However, having cataloged a series of dilemmas for home health
agencies, "the advantages and shortcomings of the existing home
health agencies," as Senator Talmadge described in his announce-
ment of this hearing, I would like to comment on the proposed
improvements in medicare coverage for patients covered for home
health services.

NAHHA has consistently supported modification of medicare
regulations to accommodate needs of noninstitutionalized patients
who are medicare-eligible, as these needs are defined and shown to
be not met by the program. NAHHA recognizes that to merely
extend or modify a benefit may have implications for other aspects
of services for recipients and for the agencies and intermediaries
supporting those changes.

We wish to not only offer our enthusiastic endorsement to the
changes outlined below, but also to suggest some implications that
must be considered at the same time. A number of these proposed
changes are outlined in S. 489, the Domenici-Packwood "Medicare
Home Health Amendments of 1979" and S. 505.

NAHHA supports the proposal to eliminate the 3-day hospitaliza-
tion requirement. We believe this amendment, as proposed by Sen-
ators Domenici and Packwood and Representatives Pepper and
Rangel, are highly desirable.

We feel that some coordination of benefits between part A and
part B of medicare should be considered. While there is a deduct-
ible under part B, no deductible applies in the case of part A. If
these two aspects of the medicare program are merged into one
home health benefit, it must be acknowledged that no longer is
there a separation between a program to reimburse for hospital
costs and a program to reimburse for other costs, and we recom-
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mend that the deductible be dropped, since such a requirement
applied to the first use of services would work an extreme hardship
on many old people.

NAHHA also supports the elimination of the 100-visit limitation
under both parts A and B of medicare, as recommended by the
GAO and contained in the legislation described above. In our expe-
rience, few patients exceed the present limits, but for those who do
have needs in excess of 200 visits allowed under parts A and B, this
represents an important improvement.

However, as modification of this provision could represent a
veritable bonanza for those very few providers who are overutiliz-
ing services and thereby contribute to the fraud and abuse reported
at several congressional hearings, we would also support more
vigorous rooting out and prosecution of those few providers, at the
same time.

NAHHA supports the addition of payment for single evaluation
visits to be covered by the medicare home health benefit, both
prior to release from an institution and in the home. The first can
be of value in establishing the plan of care for the patient after
discharge from an institution, and in preparing the patient and his
family for visits to be made. The second is of importance in assess-
ing the patient's living environment, to make a more rational
determination of the kind and extent of in-home services required.
While this has not been included in all of the legislation described
above, we view it as an important yet relatively inexpensive need
for coverage for medicare home health recipients.

NAHHA supports the addition of visits by occupational thera-
pists and nutritional consultants to be paid on a primary basis as
skilled services. Nutritional guidance and monitoring is an ex-
tremely important need for the elderly and the necessity of using
highly trained persons to deliver these skilled services is of utmost
importance.

Not only do such persons work with specialized diets, such as for
the diebetic, and with diets which relate to various types of medica-
tions and groups of medications but they consider the need of the
elderly as a group, who are often undernourished or malnourished.
Occupational therapy is similar in type of skill level applied as
other types of therapies, and NAHHA has itrged its inclusion as a
skilled service for some time now. The present liability of agencies
to be reimbursed directly for such services severely limits their
availability.

There are a number of other improvements that we believe
should be considered, including the inclusion of homemaker serv-
ices, relaxation of the skilled nursing requirement and definition of
the homebound status which are presently given an overly restric-
tive interpretation by some administrators and fiscal intermediar-
ies.

We recognize that these are potentially big money items and
that there are severe cost restraints on program improvements,
however. But while we are aware of the basic rationale for the
medicare program as a health insurance program, and the defini-
tion of the home health benefit within that program and the conse-
quent limitation that places on changing the nature of the medi-
care law to accommodate these big-money items, we also see the
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need to realine Federal support for home care services under titles
18, 19, and 20 of the Social Security Act and titles 3 and 7 of the
Older Americans Act.

Each has its own program definitions and eligibility require-
ments. These programs need to be more consistent with each other,
and regulations must be revised to at least create more usable and
economically efficient crosswalks from one program to another.

While none of the above items was included in the Domenici-
Packwood legislation, NAHHA believes that they are important
and should be considered at an early date.

In reviewing other provisions proposed in S. 489, NAHHA's Leg-
islative Committee, made up of directors of 10 member agencies
dispersed geographically and by auspice, felt that the only provi-
sion of the bill which would cause a significant administrative
problem is the proposed amendment to section 1861(oX7) calling for
bimonthly billing, to include dates service provided, charges, and
name and title of individual providing the service.

This would call for significant changes in billing procedures, we
estimate, in over 95 percent of agencies.

While some agencies do provide visit verification forms signed
both by the patient and the provider, a procedure which I favor, a
copy of the bill sent to medicare, sent by the intermediary to the
patient, should suffice to provide the rest of the information
needed.

It is inescapably evident that the need for services far exceeds
current utilization. Existing data demonstrates a marked variabil-
ity in utilization from region to region. Overall, the utilization rate
is said to be slightly below 2 percent of beneficiaries. Confirming
this data are several recent Blue Cross studies indicating a sub-
stantial percentage of both hospital and nursing home patients
could be cared for at home with some level of nursing service at a
significant cost saving. One study indicates that 25 percent of all
hospital patients could have a shortened hospital stay and com-
plete their recovery at home. A second state's home care could
eliminate from 10.2 to 18.5 hospital days per case for an estimated
saving of $300 to $900 per case.

The pressure to meet the needs of the unserved are augmented
by the knowledge of the inevitable growth in the population at
risk. The national forecast is for an increase of 17.5 percent in the
number of aged for the years between 1975 to 1985 witlb an increas-
ing percentage of those age 75 and over.

By the end of the century, it is estimated that the age group 64
to 74 will increase by 22.8 percent. Those 75 to 84 will increase by
56.9 percent and the age group 85 and over will increase by 91.1
percent.

The dilemma of home care is that despite this demonstrable need
and the comparative cost advantages of home care, providers of
service are increasingly faced with arbitrary regulations, restric-
tive interpretations, duplicative paperwork, and fractionated au-
thority. The most recent example of this inconsistent stimulus is
the reduction in authorization requested for the home care expan-
sion grants by more than 90 percent.

The reduction request was accompanied by the justification that
"home health is no longer in its infancy," yet estimates indicate 70
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percent of the medicare beneficiaries living in nonmetropolitan
counties outside the northeast have no certified home health
agency to serve them. Many of the existing agencies are said to
serve only a portion of the county in which they were located.

NAHHA believes a rational, coordinated home care system must
be an essential element of any program designed to effectively and
economically meet the health and related social service needs of
the American people. We encourage you to consider the need to
bring about this system by including home care as a logical, full
participating member in health planning, which it is not at the
present time; to allow all home health agencies to secure a return
on investment to enable them to grow, which they cannot do at the
present time; and to insist on an adequate system of standards of
fiscal and professional performance to prevent the potential for
tremendous fraud and abuse of the medicare program and, more
important, the patient, which we do not have at the present time.

We applaud your holding these hearings and appreciate the con-
cerns that Senators Domenici, Packvood and others have shown in
sponsoring S. 489 and similar much-needed legislation.

Senator TALMADGE. Thank you very much for a very fine state-
ment. I have only two questions.

Have you noticed a tendency among proprietary home health
agencies and certain private nonprofit agencies to skim off the
more remunerative patients?

Mr. LIVERSIDGE. Unfortunately, we do not have any statistics on
that. However, many of my colleagues have reported to me in-
stances in which that has happened.

Senator TALMADGE. Would this threaten the financial position of
the other agencies in the community?

Mr. LiVERSIDGE. I believe it would. I believe that home health
agencies which are now nonprofit would have to base more on their
required administrative costs on the voluntary sector, such as
United Way and other kinds of situations, if this were to occur.

Senator TALMADGE. Thank you very much for your contribution.
It will be helpful to the committee.

[The prepared statement of Mr. Liversidge follows:]
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Statement of Robert P. Liversidge. Jr.

Mr. Chairman, members of the Committee, ladies and gentlemen: my name Is Robert

P. Liversidge, Jr. I am Executive Director of Community Nursing Services of

Toledo, Ohio, a Medicare-certified nonprofit agency combining the home and

community health services of the Toledo District Nurse Association and the City

of Toledo Public Health Nursing Program. Our agency was founded in 190i, and

currently provides 65,000 home visits to Toledo residents each year, offering a

full range of services - skilled nursing; physical, occupational and speech therapy;

home health aide; social work, and nutrition consultation.

I am also Legislative Chairman for the National Association of Home Health Agencies,

a membership organization devoted to concerns related to agencies providing

health care services in the home. We currently have about 300 agency members and

300 individual members. Our membership comprises agencies of every type of auspice.

I am speaking in their behalf as well.

I appreciate the opportunity of appearing before you today to offer my perspective

on proposals intended to expand and Improve upon home health services, and to

comment on what I believe are advantages and shortcomings of the existing home

health programs.

Home health services, In our county, are In a difficult position right now. We

see a variety of conflicting pressures. We see an atmosphere which calls for an

expansion of home health care services, recognizing the humane value of the patient's

being able to stay at home, in familiar surroundings, rather than having to enter

the nursing home or be hospitalized any longer than absolutely necessary, and

recognizing that, on a day-to-day basis, care in the home may be less expensive

than care in an institution.
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However, In contradiction to this pressure to expand, we are seeing a variety of

measures proposed or in effect to restrict growth and expansion. Cost caps have

been proposed which, in some parts of the country, may force home health agencies

to close at the same rate gas stations are closing in those same areas. The

proposed USSHAR uniform cost accounting system, designed to control fraud and

abuse in home health agencies, will actually, according to what I have heard,

offer clever accountants an opportunity to bury more Inappropriate costs In a

report which will range In consequence from an Impossibility for smaller agencies

to a very expense exercise for larger agencies. As James Kilpatrick said in

a recent column, "One requirement of the new accounting scheme would redistribute

the expense of washing windows - one ledger entry for washing windows inside and

another ledger entry for washing windows outside. This wiji prevent fraud?"

Added to these well-intentioned but misguided measures is a system of reimbursement

that, for nonprofit agencies such as mine, allows absolutely no margin for growth.

It is easy to be cynical when I can look at a discriminatory pricing system in

which a profit-making agency can secure a Medicare-financed 11-12% return on

Investment to assure its growth when a nonprofit agency can secure no return on

investment, at best can break even and In most cases, due to retrospective dis-

allowances, will be programmed to lose money and possibly eventually fail.

I personally am very concerned when I see legislation proposed excluding home

health agencies from the certificate-of-need process, and An which proprietary

agencies may be exempted from licensure requirements. That tells me that Congress

intends that home health services bypass the health planning process, imperfect

though it may be, in this country.

Home health agencies should be covered, along with other health services, by

certificate-of-need regulations issued pursuant to the Health Planning Act of
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1974 (P.L. 93-641) and Section 1122 of the Social Security Act. The Inclusion

of home health agencies in the planning process would assist In stemming the

undue proliferation of agencies In some areas while helping to promote the

extension of home health care to unserved areas. The failure to Include such

agencies in the final certificate-of-need regulations signed by former HEW

Secretary Mathews on January 13, 1977 (1/21/77 Federal Register, pp. 4002-4032)

was contrary to the intent of Congress In mandating the creation of a comprehensive

health planning scheme to require that decisions regarding the establishment and

expansion of health facilities and services be made on a rational and systematic

basis.

In March, when the House considered a bill to extend health planning authorities

for one year, Chairman Rogers commented on the'failure of HEW to include home

health agencies in these regulations, stating (Cong. Record, 3/31/77, p. H2795):

"Particularly disturbing was the omission of home health agencies from
coverage by certificate of need since these are clearly within the
legislative Intent, see for instance the Conference Committee report
on Public Law 94-641.0

The Senate Human Resources Committee report on its version of the same one-year

extension bill (Sen. Rpt. 95-102) expressed the same view with respect to

omitting home health agencies from the certificate-of-need program, stating

(p. 25):

"The Committee is also concerned that the state certificate of need
regulations Issued on January 13, 1977 ... did not cover home health
agencies, contrary to the recommendation of the PublJc Health Service
that such agencies be included. The committee is of the view that
such action was not consistent with the Intent of Congress in mandating
the state certificate of need program."

"The Committee expects that the state certificate of need regulations
will be revised to conform to the Intent of Congress with respect to
home health agencies."
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Finally, the Conference Committee report on the one-year extension bill (Hse.

Conf. Rpt. 95-500) stated that the omission of home health agencies from the

certificate-of-need regulations by HEW "should be immediately reconsidered and

rectified" (pp 21-22). MAHA concurs. The regulations should be revised so as

to Include home health agencies In their coverage.

Accompanying this developing policy of expansionism is a situation in which

standards to assure quality care for patients is woefully lacking. The Medicare

Conditions of Participation are a bottom line standard, to be sure. Indeed, when

they were developed at the creation of the Medicare program some ten years ago,

they were a credit to the wisdom of their designers.

But -'th the growth of the home health industry and the subtle shifts away from

the traditional visiting nurse service/public health department delivery of home

health services to more Independently owned or proprietary agency service, It Is

apparent that the limited protection for the patient afforded by the Medicare

Conditions of Participation is Inadequate. When the primary objective of your

agency shifts from service and quality delivery of health care to maximizing

Income and profit, even though satisfactory quality may be Important, the Medicare

Conditions are Insufficient and the patient becomes very vulnerable. To monitor

200 patients at 200 different locations In their own homes is extremely compli-

cated.

I am sure that many of my colleagues can repeat stories of abused patients, neglect,

and other situations they have encountered when they arrived on a case where

services had been previously provided by unsupervised, undertrained, careless

staff. We can describe situations in which patients whose benefits were exhausted

were unceremoniously dropped by one agency and the visiting nurse agency either
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had to use dwindling United Way resources to see the patient, or saw the patient

at a financial loss, because we and the communities in which we are based recognize

our primary commitment is to service and to the patient, not to the dollar.

However, having catalogued a series of dilemmas for home health agencies, "the

advantages and shortcomings of the existing home health agencies," as Senator

Talmadge described In his announcement of this hearing, I would like to comment

on the proposed improvements in Medicare coverage for patients covered for home

health services.

N.A.H.H.A. has consistently supported modification of Medicare regulations to

accommodate needs of noninstitutionalized patients who are Medicare-eligible,

as these needs are defined and shown to be not met by the program. N.A.H.H.A.

recognizes that to merely extend or modify a benefit may have implications for

other aspects of services for recipients and for the agencies and intermediaries

supporting those changes. We wish to not only offer our enthusiastic endorsement

to the changes outlined below, but also to suggest some Implications that must be

considered at the same time. A number of these proposed changes are outlined in

S. 489, the Domenici-Packwood 'Medlcare Home Health Amendments of 1979"A $.O5.

N.A.H.H.A. supports the proposal to eliminate the three-day hospitalization require-

ment. We believe this amendment, as proposed by Senators Domenici and Packwood,

and Representatives Pepper and Rangel, are highly desirablp.

We feel that some coordination of benefits between Part A and Part B of Medicare

should be considered. While there Is a deductible under Part 8, no deductible

applies in the case of Part A. If these two aspects of the Medicare program are

merged into one home health benefit, It must be acknowledged that no longer Is

there a separation between a program to reimburse for hospital costs and a program
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to reimburse for other costs, and we recommend that the deductible be dropped,

since such a requirement applied to the first use of services would work an

extreme hardship on many old people.

N.A.H.H.A. also supports the elimination of the 100-visit limitation under both

Parts A and B of Medicare, as recommended by the G.A.O. and contained in the

legislation described above.. In our experience, few patients exceed the present

limits, but for those who do-have needs Id excess of the 200 visits allowed under

Parts A and B, this represents an important improvement. However, as modification

of this provision could represent a veritable bonanza for those very few providers

who are overutilizing services and thereby contribute to the fraud and abuse

reported at several Congressional hearings, we would also support more vigorous

rooting out and prosecution of those few"providers, at the same time.

N.A.H.H.A. supports the addition of payment for single evaluation visits to be

covered by the Medicare home health benefit, both prior to release from an Institu-

tion, and in the home. The first can be of value in establishing the plan of care

for the patient after discharge from an institution, and in preparing the patient

and his family for visits to be made. The second is of importance in assessing

the patient's living environment, to meke a more rational determination of the

kind and extent of in-home services required. While this has not been included

in all of the legislation described above, we view it as an Important yet relatively

inexpensive need for coverage for Medicare home health re~iplents.

N.A.H.H.A. supports the addition of visits by occupational therapists and nutritional

consultants to be paid on a primary basis as skilled services. Nutritional guid-

ance and monitoring is an extremely important need for the elderly, and the

necessity of using highly trained persons to deliver these skilled services is of
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utmost Importance. Not only do such persons work with specialized diets, such as

for the diabetic, and with diets which relate to various types of medications

and groups of medications, but they consider the needs of the elderly as a group,

who are often undernourished or malnourished. Occupational therapy Is similar

in type of skill level applied as other types of therapies, and N.A.H.H.A. has

urged its Inclusion as a skilled service for some time now. The present Inability

of agencies to be reimbursed directly for such services severely limits their

availability.

There are a number of other improvements that we believe should be considered,

including the Inclusion of homemaker services, relaxation of the skilled nursing

requirement, and definition of the homebound status which are presently given an

overly restrictive Interpretation by some administrators and fiscal intermedi-

aries. We recognize that these are potentially big money Items, and that there

are severe cost restraints on program improvements, however. But while we are

aware of the basic rationale for the Medicare program as a health insurance

program, and the definition of the home health benefit within that program, and

the consequent limitation that places on changing the nature of the Medicare law

to accommodate these big-money items, we also see the need to realign Federal

support for home care services under Titles 18, 19, and 20 of the Social Security

Act and Titles 3 and 7 of the Older Americans Act. Each has its own program

definitions and eligibility requirements. These programs need to be more

consistent with each other, and regulations must be revised to at least create

more usable and economically efficient "crosswalks" from one program to another.

While none of the above items gas included in the Domenici-Packwood legislation,

N.A.H.H.A. believes they are important and should be considered at an early date.
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In reviewing other provisions proposed in S. 489, N.A.H.H.A.'s Legislative

Committee. made up of directors of ten member agencies dispersed geographically

and by auspice, felt that the only provision of the Bill which would cause a

significant administrative problem is the proposed amendment to Section 1861 (o)(7)

calling for bimonthly billing, to include dates service provided, charges, and

name and title of individual providing the service. This would call for signi-

ficant changes In billing procedures, we estimate, in over 95% of agencies.

While some agencies do provide visit verification forms signed both by the

patient and the provider, a procedure which I favor, a copy of the Bill sent to

Medicare, sent by the intermediary to the patient, should suffice to provide the

rest of the Information needed.

It Is inescapably evident that the need for services far exceeds current utiliza-

tion. Existing data demonstrates a marked variability in utilization from region

to region. Overall, the utilization rate is said to be slightly below 2% of

beneficiaries. Confirming this data are several recent Blue Cross studies Indicat-

ing a substantial percentage of both hospital and nursing home patients could be

cared for at home with some level of nursing service at a significant cost saving.

One study Indicates that 25% of all hospital patients could have a shortened

hospital stay and complete their recovery at home. A second states home care could

eliminate from 10.2 to 18.5 hospital days per case for an estimated saving of

$300 to $900 per case.

The pressure to meet the needs of the unserved are augmented by the knowledge of

the inevitable growth in the population at risk. The nationltflfleast is for

an Increase of 17.5% in the number of aged for the years between 1975-85 with

an increasing percentage of those age 75 and over. By the end of the century,
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it is estimated that the age group 64-74 will increase by 22.8%. Those 75-8

will increase by 56.9% and the age group 85 and over will increase by 91.1%.

The dilemma of home care is that despite this demonstrable need and the compara-

tive cost advantages of home care, providers of service are increasingly faced

with arbitrary regulations, restrictive Interpretations, duplicative paperwork,

and fractionated authority. The most recent example of this Inconsistent stimulus

is the reduction In authorization requested for the Home Care Expansion Lrants

by more than 90%. The reduction request was accompanied by the justification

that "home health is no longer in its infancy", yet estimates Indicate 70% of

the Medicare beneficiaries living in non-metropolitan counties outside the north-

east have no certified home health agency to serve them. Many of the existing

agencies are said to serve only a portion of the county in which they were located.

N.A.H.H.A. believes a rational, coordinated home care system must be an essential

element of any program designed to effectively and economically meet the health

and related social service needs of the American people. We encourage you to

consider the need to bring about this system by including home care as a logical,

full participating member in health planning, which it Is not at the present time;

to allow all home health agencies to secure a return on investment to enable

them to grow, which they cannot do at the present time; and to Insist on an

adequate system of standards of fiscal and professional performance to prevent

the potential for tremendous fraud and abuse of the Medic . re program and, more

important, the patient, which we do not have at the present time.

We applaud your holding these hearings, and appreciate the concern that Senators

Domenicl, Packwood, and others have shown in sponsoring S.A89 and similar much-

needed legislation.
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Senator TALMADGE. The next witness is Mr. Ronald E. Rosen-
berg, chairman of the board, Home Health Services Association.

Mr. Rosenberg, you may insert your full statement in the record
and summarize it in the time allotted.

STATEMENT OF RONALD E. ROSENBERG, CHAIRMAN OF THE
BOARD, HOME HEALTH SERVICES ASSOCIATION

Mr. ROSENBERG. Thank you, sir. I appreciate that.
As you said, I am Ron Rosenberg, chairman of the Home Health

Services Association, an organization of six investor-owned taxpay-
ing companies which provide home health care services to persons
in their own homes.

We do this through over 600 offices in 45 States. I will make just
a few comments in support of the written testimony.

As you have heard from a number of witneses, there is a need
for home health care services today. That need is growing, and will
grow even more tomorrow.

In the face of this present growing need, proprietary home
health agencies are prohibited from participating in the medicare
program unless a State has passed a licensure law. To date, only 22
States have done so since 1965. In other words, medicare law
requires that a major source of service be discouraged from helping
to fill the need for home health care.

Proprietary home health care has grown, in spite of this system-
atic discrimination. It is, by--the-way, .the- only- point .in- -tha ed- .
care law we can find where such a discrimination is based on the
taxpaying status of the provider. Our services have grown because
the quality of our service is beneficial to our clients.

Our patients need home health care and are willing and able to
pay for it personally. No government funds, Mr. Chairman, no
Federal, State, or local taxes are involved. Frankly, I cannot think
of any better testimony to the quality of our service.

Likewise, where public or nonprofit home health agencies have
had a problem of providing service because of the shortage of
personnel or because of the availability of services at certain hours
of the day, they have turned to proprietary organizations to pro-
vide contract services, to provide home health aides. This is further
testimony to the quality of the proprietary home health industry
and the service we provide.

There have been problem with the administration of the home
health care program and they have become more evident as the
program has grown. There is no point in my repeating all of them.
They are well-known to this committee. They have been talked
about before in other hearings.

We in proprietary home care believe that much can be done
under existing law to assist with these problems. Specifically, I
would like to refer to page 14 of my testimony where we list a
number of these points.

Specifically, our association suggests the designation of regional
fiscal intermediaries for home health care with an option to choose
a single intermediary to handle all home health care claims. We
feel there should be a prohibition on medicare-only providers, al-
though care must be taken to avoid rigid quotas for any type of
patient.

48-611 0 - 79 - 20
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We think there should be improved audit activity by HEW and
fiscal intermediaries. We think there should be a reasonable
system of uniform cost reporting.

There should be full access to the financial records of home
health agencies, as well as to patient records. There should be
reasonable, flexible guidelines for fiscal intermediaries to use on
salaries, fringe benefits, and other appropriate charges. There
should be reasonable, flexible guidelines in the percentage of ad-
ministrative personnel allowed in each agency.

There should be a specified minimum of services provided direct-
ly by the home health care agency, and the home health agency
should maintain the ability and right to contract for other services.

There should be patient, family or guardian verification of serv-
ices provided. This is something we use in the proprietary system
where the patient receives a copy of the bill, the patient receives a
document as to the number of hours, the service provided, and the
cost of those services.

We feel there should be vigorous efforts to identify and deal
appropriately and properly with cases of fraud or abuse. In this
regard, each member of the association pledges to work closely
with the subcommittee and with officials charged with administer-
ing the medicare program to verify and deal with any bona fide
allegations of fraud or abuse which may be brought to their atten-
tion.

We support S. 505 and provisions of home health care in that
bill, removing the 3-day prior hospitalization and the deletion of
the 100-visit limitation. We also support the provisions of S. 489.

In conclusion, Mr. Chairman, our position is simple. Proprietary
organizations will help to fill the great, unmet need for home
health care. In so doing, we will provide a source of high-quality,
fairly priced services.

The medicare program should be administered with improved
efficiencies so the quality and reputation of home health care and
the patient is protected.

Our recommendations are simple: First, amend section 1861(o) of
the Social Security Act, so that proprietary home health care agen-
cies may participate fully in the medicare program on an equal
basis with all other providers. Second, direct HEW to adopt the
program changes we support and to move vigorously to eradicate
fraud and abuse wherever it is found.

Also, we recommend the subcommittee make certain other
amendments to the home health care laws, as proposed in your
bill, S. 505, and in S. 489.

Thank you for the opportunity to present this statement. We
look forward to answering any questions you may have.

Senator TALMADGE. Thank you, Mr. Rosenberg for a very good
statement. I just have two or three questions.

In your testimony, you indicated that full participation of propri-
etary agencies will not increase the cost to medicare. Based on a
sample of medicare claims in 1975, proprietary and so-called pri-
vate not-for-profit agencies supplied more visits to persons served
and charged more per visit than other types of agencies, such as
visiting nurse associations and governmental, voluntary, and hospi-
tal-based agencies.
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How would you reconcile that information with your view that
the cost to medicare will not increase with more proprietary agen-
cies?

Mr. ROSENBERG. It is a good question, Mr. Chairman. I am not
sure I can answer all of it. I will try.

Last year, the House Ways and Means Committee had a study
done for them where they looked at what would happen to the
total cost of the medicare program if the proprietaries were al-
lowed in. They found, at that time, in their study, that there would
be no increases in costs to the medicare program.

As to the study you just cited in 1975, I do not know enough
about the agencies that were looked at, the type of patients that
were treated in those particular studies.

I would suggest that if there is something out of line, that HEW
vigorously pursue those numbers in those agencies.

Senator TALMADGE. Now, I understand that you also represent
the so-called manpower pools, which supply temporary help to
health care facilities, including the home health care agencies. Do
some of the organizations providing temporary help also engage in
providing home health services?

Mr. ROSENBERG. Yes, sir.
Senator TALMADGE. If so, would not these so-called self-dealing

arrangements tend to increase costs to the medicare program?
Mr. ROSENBERG. No; I do not think they would. The conditions of

participation in the medicare program, prescribe the kind of em-
ployee that can provide services, such as home health aides as well
as the supervision that must be provided for employees, their pre-
service education, and their in-service education. So I do not see
that as a problem.

The medicare business must be separate from the type of pool
business that you described. In fact, proprietary home health agen-
cies, unlike other home health agencies, are prohibited-from sub-
contracting for any service. So the sort of self-dealing you describe
would not be possible for a proprietary home health agency.

Senator TALMADGE. Have you heard, or do you now of any other
agency that makes direct, or indirect, payments for patient refer-
rals?

Mr. ROSENBERG. No, sir, I do not.
Senator TALMADGE. Are there any questions? Senator Packwood?
Senator PACKWOOD. I missed all of your statement. I will read it,

but I can tell from talking with those witnesses when they are not
testifying through letters, there is a great, I think, unjustifiable
suspicion of proprietary home health services. They often get them
mixed up with the nonprofit home health services. In many cases,
if there is an allegation of fraud or worse in nonprofits, it goes over
into the proprietaries.

But have you or your association prepared or presented a first
lawyer's brief in defense of your positions and on the fact that, by
and large, your organizations are clean?

Mr. ROSENBERG. No, sir, we have not. What we try to do is visit
with staff, both in the Senate and in the House, and with HEW to
present our story, because we do get painted with that large brush
in State after State.
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Many times, the allegation is made that there is proprietary
abuse in home health care across the Nation. That cannot be. We
can only participate in medicare in 22 States, nine in the last year
or so.

Senator PACKWOOD. Why can you not participate in the others?
Mr. ROSENBERG, Because they have not enacted a licensure law

since 1965. Only 22 States have done it, and the majority of those
have been in the last few years.

Senator PACKWOOD. You face a further problem. There is a sub-
stantial bias against anybody who makes money in the health
delivery service. They do not like physicians making it either.

Mr. ROSENBERG. That is right. That is one strike you start with,
Senator PACKWOOD. There is no way we can overcome that bias.

People with that attitude are likely supporters of a British type of
national health insurance.

Mr. ROSENBERG. That bias is there. Literally you get thousands
and thousands of people every day turning to us for service, paying
for this service out of their own pocket, and coming back to our
members for more service. In hospital after hospital, discharge
planners across the country refer patients to us.

This has been going on now for 10 years. We must be doing
something right in the clients eyes.

Senator PACKWOOD. I will read the statement. I may be back in
touch with you. I may need further information.

Mr. ROSENBERG. Thank you, sir.
[The prepared statement of Mr. Rosenberg follows:]
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Statement of 
Appendix 1

Home Health Services Association

The Association recommends that Section 1861(o) of the
Social Security Act be changed to permit proprietary home
health care providers to participate in the Medicare program
on the same basis as all other home health care providers.

The proposed change can be accomplished by a simple
deletion from the existing language of Section 1861(o). The
complete section showing the proposed deletion in brackets
is as follows:

"(o) The term 'home health agency' means a public agency
or private organization, or subdivision of such an agency or
organization, which-

"(1) is primarily engaged in providing skilled
nursing services and other therapeutic services;

"(2) has policies, established by a group of pro-
fessional personnel (associated with the agency or
organization), including one or more physicians and one
or more registered professional nurses, to govern the
services (referred to in paragraph (I)) which it pro-
vides, and provides for supervision of such services
by a physician or registered professional nurse;

"(3) maintains clinical records on all patients;

"(4) in the case of an agency or organization in
any State in which State or applicable law provides for
the licensure of agencies or organizations of this
nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency of such State or locality
responsible for licensing agencies or organizations of
this nature, as meeting the standards established for
such licensing;

"(5) has in effect an overall plan and budget that
meets the requirements of subsection (zI of this section;
and

"(6) meets such other conditions of participation
as the Secretar, may find necessary in the interest of
the health and safety of individuals Who are furnished
services by such agency or organization;

wlh- -- -Ot- -a- 4Wnonpc-cd0-it- -or -4zatio- -eiempt- -f-r-oin- -zedr-1-P-
t~,i-on--un~er-.eet1w -0-f- -q'i-t--e- -2- -{-or- e-aud-a-o- -o&& -such

muc~dd~-err&i-e-standards--s-nd-ray-ts-rinartrrre
set-bq4ed--re u-eti- -eTnd except that for purposes of ?art A
such term shall not include any agency or organization which is
primarily for the care and treatment of mental diseases."
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Statement of Appendix 2
Home Health Services Association

States with Home Health Agency Licensure Laws

Arizona

California

Connecticut

Florida

Hawaii

Idaho

Illinois

Indiana

Kentucky

Louisiana

Maryland

Montana

Nevada

New Jersey

New York (Licenses only non-profit organizations)

North Carolina

Oregon

Rhode Island

South Carolina

Tennessee

Virginia

Wisconsin
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Statement of
Home Health Services Association

SUBCOMTEE ON HEALTH

COMMITTEE O)N WAYS AND WEANS
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PROPOSED AMENDMENTS
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o be eligible for home health care, the patient must be con-
fine' to his or her home. A person does not have to be bedridden
to be nsidered to be confined to his home. However, the patient's
conditioNshould be such that there exists a normal inability to
leave home, and, consequently, leaving home would require a con-
siderable and. ta:dng effort. Occasional absences from home are al-
lowed for both'medical and nonmedical reasons. Elimination of the
homebound requirement, with no other change in the benefit.,
would expand benefits to a new category of patients who. are in
need of skilled care'but would ordinarily be expected to obtain
such cax'e in an ambulkory setting, that is, a doctor's office ora
clinic. Many have expressbd concern that, given such a liberaliza-
tion, beneficiaries now obli.ning care in an ambulatory setting
would have an incentive to eceive the care under the home
health benefit along with all t e attendant supportive services.
In addition, elimination of the mebound requirement would
make enforcement of the skilled re requirement exceedingly
difficult.

(f) Addition of homemaker rvices

Services furnished by homemakers are t presently covered
under the home health benefit. The home alth aide-whose
primary function is to perform personal care dut for a patient-
may perform certain household services, but only such services
do not substanitally increase the time spent by th aide in the
patient's home. Such household services can include *iht, clean-
ing. shopping for food, assistance in the preparation meals,
and laundering essential to the comfort and cleanliness the
patient. Coverage of homemaker services would repr nt
a significant benefit expansion and would be of particular -
sistance to those who do not have the services of family or friends
available. Many have expressed concern, however, that such a
benefit would serve largely to substitute for services presently
being furnished by family and friends and be subject to over-
•-tilizati . and sibu e

(9) Elimination of the licensing requirement for propHetary home
health agencies

By law, proprietary or for-prpfit home health agencies are not
eligible to ptarticipate in the medicare program unless the naency is
licensed pursuant to State law ant it meets such adilitiouail
standarils and requirements as may be prescribed in regulations.
Currently 17 States license ho,:'c health agencies. One of these
States, .Zew York, specifically licenses only nonproprietary home
health a-,encies and reimbursement would not be made available
to propriet.ry agencies in that State by virtue of this proposed
change. With respect to additional standards which by law may
be imposed on proprietary home health agencies, it is require'l
that such agencies offer skilled nursing services and one other
therapeutic service directly, whereas public and nonprofit
agencies are allowed to contract for either the skilled nursing
service or the other therapeutic service.
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Those who advocate the elimination of the licea.ing require-
ment for proprietary agencies and elimination of att'horlit" to
impose additional standards for such Sgencies arule that this is
the only type of facility so discriminated ig-ainist t the medicare
program. N%' hen the medicare prouran wAs etlicted. it was thoul,h
that eventually all States would license home health ice.s
and that such licensure would provide some asuraiwe for provi-
sion of quality services and against possible tbu.e. lit practice.
however, States have not been quick to license home health
agencies. Proponents of the change further t'gne that it wou.d
make homo hcdth service tuore tivailable to tho.-e who nett ,.tth
servic s. "k

Ot the other hand, some have expressed strong concent that
adequate standards for home health agencies do' not exist and
easing the barriers to the entry of many new proprietary asenc-ie
(particularly if they accept only medicare beneficiaries as client,)
may lead to more abuse and higher expenditures for the program.
Their concern is particularly with respect to the high utilization
rates and high cost per patient generated, on the averame, by"
those proprietary agencies that are licensed and participating in
the progrurm; however, this same concern extends to private
nonprofit Lgencies. In this regard, 11EW Ls require l. umder
existing law, to report to the Congress by October 25, 197S, withrecommendations for regulatory and legislative chames on the
issues of qualityy assurance and administrative efficiency with
respect to ill home health agencies.

(A~) Einwiia-aon boj Me YNijied carer jegrnit '1'i

It as nlso been suggested that the requirement that. a bene-ficiary .cqnire skilled nuring care, speech therapy or phiy:ial
therapy hortler to qculify for the full range of" loc luhvt, ll
beteits, be' imiuuated. 'rle test of needl for luomue hcalth .ervi.t-
wvotd th1u1i l I need for al\- tvp.. of III, rsi., ServiceS atil or ;I
need for any other of the hioiuc lueth beeits-fur examillie.
home health aide services.

Altho iuh the tva iuility of nonskilled titur.in, services and
peisomill 'rare .ervires " o, Il entble at itit lbctr ofl !,o:e wblo .,'
now inl iinstituutious to he ured for at home. it has e.,cu sii'.ct'.tu
that itlicrre-a mied iall\'orien ted progr, ii--is uot til' : llpro-
priate prorani to use in 'utA kIZ tlIe-.e ;elVLirTs :tvililabh'. . or'
importanty--since without it skl ilcl care requireftlenlt. the tlcdi-
care programs would be providing " xhomie health hrneflts it, an
alternative e to or extension of care wh *h is generally paid for by
the medicaid program, by private fons or futtri-lhc 1 by fanil"
and friends-stch a liberalization woht presentt a siinifi.ant
additional expenditure to the program wit no opportunity foroifsetting savincn."

It has been urged that any expansion of the pres. t home health
benefit be considered in light of the recent work by vurio0 conim.t!ee-
of the Congress which indicate some incidence of frainc nd ,bu-eamong home health agencies. The home health business an a hily
profitable-little capital is required and those who .;erve only mL ic.,le
patients are virtuadly ussurel that 100 percent of their costs wa be
rimh .re,



310

12

There also is some concern that medicare home health expenditures
have been growing so rapidly in the last few years. Program expendi-
tures bave averaged a yearly increase of over 50 percent in the last
5 vears and have exceeded-by as much as 1,4 times-the medicare

- expenditures for skilled nursing facility benefits in the last 3 years.
Others would counter this concern by pointing out that home health
expenditures still account for only 3 percent of total medicare expendi-
tures. This rapid growth in the medicare home health benefit, the ease
with which home health agencies can be established, antd the evidencP
of abuse suggest that any significant explinsion of the present, benefit
.;houul be accompanied by efforts to provide for iore efficient ald
uniform reimbitrsement policies, the tightening of conditions of par-
ticilation for home health agencies, antd improvement in adtiiiiiistra-
tion by medicare internieliaries.

( W1I:
(in mililomts ezxcpt where otherwise opecifledl ' I

]zlimirstp BeIIlig
oUndr-l h Add skilled Oup. irl-

Ellimirste En- hont", Add ear* f Ztit (t3.dy re- united bourid re- mtsker qilrenimit tinal prnhmie-
quaiJeitlt t I~s quicrineint services illiolts) therapy twuis

Fis.t"-dear:

t909 . $S $4 S105 $300 $1.2 $2- 0
1.0 ..... 9 4 130 370 1.5 35 0
1I I 1 CA A7 lIA

192 --- 12 6 180 520 2.0 49 0
19S3 -------- 13 7 210 00 2.3 56 0

2. SEaviczs FINISHED TO NfEDc.n3E BENEFIcIARIES OUTsIDE
THE UNITED STATES

Prtswet law: 'Medicare coverage is provided, with a few limited
exceptions, only for health care services rendered within the United
States. These exceptions cover only cases in which the beneficiary
needs emergency hospital services while traveling i Canada between
the 43 continuous States and Alaska; or needs hospital services
because of a medical problem that arose while traveling or residing
within the United States near the border, and a Canadian or Mexican
hospital i more accessible than the nearest United States hospital.
This limitation on medicare coverage was included in the law because
of the admi istrative problems invo ved in verifying the medical neces-
'irv for services furnished outside the United States, establishing the

it'alification.n of foreign medical practitioners and institutions, anl
deterruining the l propriaite amount of payment to make for services.

fss'e: A s4rificant. number of medicare beneficiatics are deprived,
during such times as they may be traveling or living outsido the
Uuit,l State.-. of their nedic.are benefits. 6ince the basis of the
limitat-on in present law is administrative, it is wi-dely believed that
cowiderations of equity dictate the development of a reasonably work-
tble' arrangenleur. for assuring medicare protection, to the extent
feasible, for such beneficiaries.

Dbicueuion: A proposal has been made to authorize the negotiation
of reciprocal agreements with other countries under which provision

-4

I
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Home heaitn services.Association

0 °THE LIBRARY OF CONGRESS

Congressional Research Service

WASHINGTON, D.C. 20540
March 7, 1979

TO : honorable John J. Duncan
Attention: Mr. Scrivner

FROM : American Law Division

SUBJECT: Legal Interpretation of the Definition of Home Health Agency
Under Section 1861(o) of the Social Security Act, As Amended

This summarizes our telephone conversation regarding an analysis

of Section 1861(o) of the Social Security Act, as amended, 42 U.S.C. 11395

x(o). That section reads as follows:

(o) The term "home health agency" means a public agency or pri-
vate organization, or a subdivision of such an agency or orranizt-
tinn. which-

(1) is primarily engaged in providing skilled nursing .services
and other therapeutic services;

(2) has policies, established by a group of professional per-
sonnel (associated with the agency or organizationn. including
one or more physicians and one or more registered professional
nurses, to govern the services (referred to in paragraph iI))
which it provides, and provides for supervision of such services

by a physician or registered professional nurse;

(3) maintains clinical records on all patients;

(4) in the case of an agency or organization in any State in
which State or applicable local law provides for the licensing of
agencies or organizations of-this nature, (A) is licensed pursu.
ant to such law. or (B) is approved, by the agency of such
State or locality responsible for licensing agencies or organiza.
tions of this nature, as meeting the standards established for
such licensing;

(6) has in effect an overall plan and budget that meets the
requirements of subsection (z) of this section; and

(6) meets such other conditions of participation as the Secre.
tary may find necessary in the interest of the health and safety
of individuals who are furnished services by such agency or or-
ganization;
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except that such term shall not Include a private organleation which
Isi ot a nonnrnfit organization exempt from Federal income tax:t-
Lion under section ,501 of Title 26 (or a subdivision of such oreni-
zationi unless it is licensed pursiant to Stat. law and it meets such
additional standards and requirements as may be prescribed in reg-
ulations: and except that for purposes of part A such term shall
not Include any agency or organization which Is primarily for the
care and treatment of mental diseases.

A question has been. raised as to the effect of deleting from the above

section the underlined portion. Section 1861(o) defines the term "home health

agency" for purposes of the Supplementary Medical Insurance Benefits for the

Aged and Disabled Program (Medicare). "Home health agency" specifically in-

cludes a public agency or private organization which (1) primarily provides

skilled nursing or other therapeutic services; (2) has policies established

by a professional (medical) group to govern provisions of services; (3)

maintains clinical records on all patients; (4) is licensed, or meets

licensing standards, if state law requires licensing; (5) has in effect a

budget plan meeting federal requirements; and (6) meets other conditions

set by the Secretary of H.E.W. The term does not include a private organi-

zation which is not a nonprofit organization exempt from federal income

taxation unless it is licensed pursuant to state law and meets federal

standards. For purposes of part A "home health agency" does not include

any organization primarily engaged in the treatment of mental diseases.

See legislative history of P.L. 89-97, section 102(a), U.S. CONG. AND ADMIN.

NEWS, 89th Cong., Ist Sess. 1965, p. 2124.
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The effect of this section as it presently reads is to disallow

reimbursement under Medicare to proprietary home health organizations (i.e.,

a "private organization which is net a nonprofit organization exempt from

federal income taxation"), unless such organizations are state licensed and

meet federal requirements. Thus, non-licensed proprietary home health

agencies may not receive reimbursement under Medicare.

If this exception were deleted from Section 1861(o) then the effect

would be to allow non-licensed proprietary organizations to qualify as a

"home health agency" unjer this section. However under subsection (4) of

this section, if States require licensing of such proprietary organizations,

then such organizations must be either licensed or approved for licensing in

order to meet definitional requirements. In addition, Section 1861(o) would

not preclude state licensing of proprietary home care organizations at present

or in the future, I

While a reading of Section 1861(o) indicates that state licensing

of proprietary home care organizations would be unaffected by deleting the

present exception, congressional intent regarding retention of, the right of

States to require such licensing might be expressed in the report accompanying

deletion: of the exception.

We hope you will find the above discussion helpful for your needs.

If further information or analysis is needed, please let us know.

Kathleen S.-Swendiman
Legislative Attorney
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HOME HEALTH SERVICES ASSOOATION
Suite 312/1156 Pifteenth Street, N.W./Washirgton, D.C. 20005/(202)466-4087

Statement of
Home Health Services Association

Summary of Principal Points

I. Generally, there is a great and growing unmet need for home health

care services and for improved administration of federal home

health care program.

II. Specifically, the Home Health Services Association recommends:

A. modifying section 1861(o) of the Social Security Act to
permit proprietary home health organizations to participate
fully in the medicare program.

B. Adopting the following improved procedures for administering
existing home health services law:

1. Designation of regional fiscal intermediaries for home

health care, with the option for home health care

providers to choose a single fiscal intermediary to

handle all their home health care claims.

2. Prohibition of Medicare-only providers, although care

must be taken to avoid rigid quotas for any type of

patient.

3. Improved audit activity by both HEW and fiscal inter-

mediaries.

4. A reasonable system of uniform cost reporting.

5. Full access to financial records of home health

agencies.



315

6. Reasonable, flexible guidelines for fiscal inter-

mediaries to use in reviewing salaries, fringe benefits,

and management service contracts and fees, with appro-

priate recognition of startup costs.

7. Reasonable, flexible guidelines on percentage of

administrative personnel.

8. A specified minimum of services to be provided directly

7y the hone health agency.

9. Patient or family verification of services provided.

10. Vigorous efforts to identify and deal appropriately and

promptly with cases of fraud or abuse. In this regard,

each meter of the Association pledges to work closely

with the Subocuittee and with officials charged with

administering the medicare program to verify and deal

with any bona fide allegations of fraud or abuse which

way be brought to their attention.

C. Amendin existing home health services law as proposed by
S.505 and S.489.
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Statement of
Home Health Services Association

Submitted by

Ronald E. Rosenberg
Chairman of the Board

Mr. Chairman and Members of the Subcointtee on Health:

The Home Health Services Association respectfully requests the Subcom-

mittee:

(1) To approve legislation modifying Section 1861(o) of the

Social Security Act to permit proprietary home health care

organizations to rarticipate fully in the Miedicare program,

(2) To direct HEW (a) to enforce more rigorously existing

Medicare conditions of participation for all home health

agencies, and (b) to make certain changes in program

administration to improve quality, achieve fair costs, and

reduce fraud and abuse, and

(3) To approve proposals in bills pending before the Subcommittee

to make certain very useful changes in the home health

program.

The Association represents tax-paying organizations providing home

health services through over 624 offices in 45 states. We are pleased

that the Subcommittee has decided to hold hearings on home health care

benefits. These hearings are significant evidence of the importance

home health care services have already achieved and, more importantly,

of the increased importance they will have as our country's elderly

population grows in number and longevity.
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A. Introduction to Home Health Sevices and to the Association

There are presently three major types of organizations providing

services to individuals in their own hcmes:!

1. "Public agencies - includes all agencies operated by state or
local governmental units.

2. "Nonprofit agencies - includes nongovernmental organizations
0 exempt from federal income taxation under Section 501 of the

Internal Revenue Code, such as Visiting Nurses Associations
or agencies located in hospitals, skilled nursing facilities,
or rehabilitation facilities. This designation also includes
a new breed of provider known as the private-nonprofit agency
which is organized and operated by an individual, but has
achieved and maintains tax exempt status under the Internal
Revenue Code.

3. "Proprietary agencies - includes all privately-owned, profit

making agencies."

Ham health care is an old idea with a new focus. Traditionally,

family and friends provided home care. With the advent of the

Medicare and Medicaid programs, home health benefits came to be

provided by Federal government programs as well. The demand for

Medicare-financed home health care services has increased very sub-

stantially in recent years. The Health Care Financing Administra-

tion recently stated that Medicare horme health expenditures

increased from $287 million in fiscal year 1976 to a projected $789

million in fiscal year 1979.**/

/ These definitions are the ones given by the Department of Health,
Education and Welfare in the "H.R. 3 study", Home Health Services
under Titles XVIII, XIX, and XX, Report to the Congress Pursuant
to P.L. 95-142, p. 36.

**/ See Federal Register (vol. 44, no. 465), March 7, 1979, page
12509.

48-611 0 - 79 - 21
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One reason for this increase is that home health care has become

recognized as a more humane and successful mode of treatment for

many illnesses. Another reason is that home health care i's almost

always a less expensive alternative to institutionalization in

hospitals or nursing homes. For example, a 1977 General Accounting

Office report stated:

"Until older people become greatly or extremely
impaired, the cost for home services, including
the large portion provided by families and
friends, is less than the cost of putting these
pple in institutions."*/ (Emphasis added)

Proprietary home health organizations are a relatively recent

phenomenon. A few came into existence in the mid-1960's.

Significant growth began in the early 1970's because of the great

need for home health services that remained unmet by the pre-

existing public and non-profit agencies. This growth was not

financed by public programs like Medicare. That is because, as

will be described below, tax-paying home health organizations are

not eligible for Medicare payments like public and non-profit

agencies. Consequently, proprietary home health agencies grew

because they filled a need that many patients were willing and,

fortunately, able to pay for out of their own pockets. Today,

there is no authoritative information on the amount of home health

/ Comptroller General's Report to the Congress; Home Health - The
Need for a National Health Policy to Better Provide for the
Elderly: December 30, 1977, page i.
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services provided and funded by all sources other than the HEW and

other government programs, e.g. by individuals, private insurers,

and philanthropic programs. We believe it is a significant

addition to government programs, perhaps as much as $500 million.

The Home Health Services Association was formed in 1978 to en-

courage efficiency, reliability, and safety and to enhance quality

in the delivery of home health care to the general public. The As-

sociation's members now number six organizations which collectively

provide home health services through 624 offices in 45 states. In

1978, our members employed 2900 full-time and an estimated 160,000

part-time employees and served over 105,000 patients. Although

there are no authoritative figures for our own sector of home

health care, we believe the range of total services provided by

proprietary organizations was $300 million to $400 million in

calendar 1978 with our members representing a major share of that

total.

Members of the Association employ a variety of people ranging in

skills and training from registered nurses and physical therapists

to home health aides and homemakers. By far the largest number of

employees are homemaker-home health aides. We estimate that

approximately 60% of our total employees are in this category while

approximately 15% to 20% are registered nurses and licensed practi-

cal nurses.
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B. The Nation's Need for Home Health Services is Not Being Met

In spite of the growth in federal expenditures for home health

care, the need for such services is still largely unmet. The

underlying reality is that, according to 1976 estimate, 81% of

persons over 65 are affected by chronic illness and 26% are

limited in performing their major activity._* The Congressional

Budget Office estimated in 1977 that only 300,000 to 500,000

adults can be served by personnel fran existing home health care

providers, while 1.7 to 2.7 million adults have a need for home

care .2/

In addition to this unmet need, according to the CBO, 20-40% of

nursing home patients could be cared for adequately without insti-

tutionalization if sufficient home health care were avail-

able.**/ And the sponsors of S.489, in introducing that bill

this past February, noted HEW Secretary Califano's estimate that

as many as 100,000 of the people in acute care hospital beds-at

an estimated cost, incidentally, of $2.6 billion a year--could

better be cared for at home. In the context of unmet need, it

important to keep in mind (see page 3) the GAO conclusion that

home health care is less costly than institutionalized care.

M Stanley J. Brody, "Long-term Care in the Community" in A Social
Works Guide for Log-term Care Facilities, by Elaine M. Brody,
EHLW Publication No. (ADlM) 76-177, 1976, p. 49.

/ Budget Issue Paper, Long-Term Care for the Elderly and Disabled,
Congressional Budget Office, February 1977, page x.
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The demand for home care--great as it is now--is likely to expand

over the years to come as our elderly population increases in

absolute numbers, in percent of the total population, and in

longevity.

In summary, more home care services are needed for the following

reasons:

there is today a demand for home health care services in ex-

cess of the supply of services.

- home health care is becoming recognized as a socially de-

sirable and more dignified alternative to institutionalized

care.

- in an age of deep concern with health care costs, home health

care offers a way of reducing costs.

- future demographic shifts will create increased demand for

both home health care and for less expensive alternatives to

inpatient hospital and nursing home care.

In spite o these factors, proprietary home health organizations

are discouraged from helping to expand the supply of home health

services for Medicare beneficiaries by an existing statutory

provision which discriminates against such agencies solely because

of their tax status.

-4
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C. Present Home Health Law Discriminates Against Proprietary
Organizations, the Only Such Discrimination in the Medicare
Program.

Present law, Section 1861(o) of the Social Security Act, was first

enacted in 1965. It defines a hope health agency to exclude

specifically from Medicare reimbursement any organization which is

not non-profit under the Internal Revenue Code unless it is

licensed under state law and meets applicable standards.!/ This

law is discriminatory. It is the only section in the Medicare law

where tax-paying, for-profit organizations are excluded as

providers. For exaorple, profit-making hospitals are eligible for

Medicare reimbursement; profit-making home health providers are

not.

In 1965, when Congress established the Medicare program and the

definition of hove health agency, no proprietary home health

providers existed. Nevertheless, Congress envisioned the advent

of such organizations, and the Senate Finance Committee's report

noted that:

"It is the understanding of the committee that
organizations providing organized home care on
a profit basis are presently non-existent. How-
ever, the language of the bill permits covering
such agencies if they come into being, are
licensed, and meet the high standards which the
present nonprofit agencies offering organized
care meet."!/

,/ See Appendix 1 for Lhe existing language of Section 1861(o).

/ Senate Report 404, 89th Congress, 1st Session, June 30, 1965; U.S.
Code Congressional and Administrative News, 1965, page 1975.
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It is apparent from this statement of Congressional intent that the

drafters of the 1965 law intended to allow tax-paying hoe health

agencies to be Medicare providers, and that each state was expected

to enact a licensure law for home health providers. This anti-

cipation of state action is understandable; after all, the states

had enacted licensure statutes for virtually every other segment of

the health industry in the interests of the health and safety of

their residents.

Unfortunately, states have been slow to enact licensing statutes

for home health providers. Only 22 states have passed these laws

to date (See Appendix 2). This lack of licensing means that tax-

paying home health organizations cannot provide home health

services to Medicare patients, even where there are not enough

personnel in the non-profit agencies to serve them. Even where

licensing is possible, the double burden of red tape and con-

sLmption of time has discouraged many proprietary agencies from

becoming both licensed under State law and then certified under the

Medicare program.

As noted previously, proprietary agencies have grown in spite of

this discrimination because some people are willing and able to pay

for needed home health care out of their own pockets. We estimate

that from 70% to 80% of all the patients we serve valued our

services highly enough and had the ability to pay for them

themselves.
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Another element of growth is provided by public and non-profit

agencies which cannot meet the needs for home health care in their

localities and which subcontract with proprietary organizations to

provide that care. In addition,many such agencies only operate 40

hours each week, while the needs for home health care obviously

cannot be limited to one quarter of the hours in the week.

Proprietary providers, as the Congressional Budget Office has

said, "are often the only home health care providers that offer

24-hour and weekend care."_/ Consequently, proprietary

organizations provide off-hours and weekend care under subcontract

to the public and non-profit agencies. But the ajor portion of

services under subcontract is for home health care during the

regular working day in situations where the public or non-profit

agency does not have the resources to provide needed care.

The ijDortant point to note is that the performance of proprietary

providers is not in question and provides no basis for the con-

tinuing discrimination in the medicare law. The simple fact is

that proprietary organizations perform as well as or better than

other home health agencies. Their growing services to private pay

patients and their frequent subcontracts with public and non-

profit agencies are proof of their creditable performance.

*/ Budget Issue Paper, Long-Term Care for the Elderly and Disabled,
Congressional Budget Office, February 1977, page 29.
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Mr. Chairman, we recognize that there is some concern with what

would happen if proprietary home health organizations were fully

admitted to Medicare participation. Let me now turn to some of the

results of that change.

1. Revision of section 1861(o) will not increase costs for the

Medicare program

There is presently a serious concern in this Suboammittee, the Con-

gress and the public over the steeply rising costs of health care.

Some may fear that allowing proprietary providers to participate in

the Medicare program will inflate Medicare costs at a time when we

can least afford it. This fear is, we believe, unfounded. The

best support for our view comes from action last year in the 95th

Congress.

Last October, the House of Representatives passed, 398-2, a

Medicare benefits bill (H.R. 13097) which was designed to provide

additional services while keeping additional costs to a minimum.

That bill changed section 1861(o) to allow proprietary hore health

care providers to participate fully in Medicare. HEW actuaries,

working with the Ways and Means Committee, determined that full

participation of proprietary providers in the Medicare program

would not increase the costs to Medicare at all in each of the next

five years. The relevant Committee report is attached in Appendix 3.
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2. Revision of section 1861(o) would not interfere with the
states' rights to enact licensure statutes.

Another concern with our proposal is that it would restrict the

states' rights to protect their own citizens' health and safety by

enacting licensure statutes for hoe health agencies. Here again,

we believe this concern to be unfounded.

First, the full participation in Medicare by public and non-profit

home health agencies since 1965 has not prevented 22 states from

enacting licensure laws covering those agencies. This is the best

indication that there has in fact been no diminution of states'

rights to enact licensure laws.

Second, as a matter of legislative

interpretation, the Congressional Research Service has reported

that, even if the Federal government changes the law to allow

proprietary home health organizations to qualify as a home health

agency for participation in the Medicare program, states would not

be precluded from licensing proprietary home care organizations.

(A copy of the CRS study is attached as Appendix 4.)

The issue is not whether states' rights will be infringed; they

will not be. The issue is whether a discriminatory Federal statute

should be allowed to stand.
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3. Competition will enhance the quality of all home health
services.

We recognize that in health care, economic forces are different

from those in the conventional marketplace because of the preval-

ence of third-party payment mechanisms. However, we believe that

giving the patient a choice between several providers, regardless

of whether they are profit or non-profit, will naturally lead to a

choice of the agency which has the reputation for delivering the

best quality care. We submit that allowing competition amonq

different foni of provider organizations will result in an overall

upgrading of the services given in the home health care field.

Certainly it is too late in the day to argue that providing health

care services under Medicare in the same old ways they've always

been provided will achieve better quality and more reasonable cost.

We want to play by the same rules as other home health agencies. -

We believe that if all home health care providers abide by the same

rules, the result will not just be more widely available home

health services but improvement in the performance of all home

health care providers.
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D. Program and Administrative Improvements are Necessary for the
Medicare Home Health Program

As both the demand and the federal financial support for home

health care increased, so did the awareness that there is sub-

stantial room for improvement in managing the home health program.

The following criticisms have frequently been heard:

- loose cost controls

- absence of cost information for home health agencies

- limitation of some home health agencies to serving Medicare

beneficiaries only

- lack of attention from medicare fiscal intermediaries

- fraud and abuse in providing and billing for services

These problems are well-known to this subcommittee, other Congres-

sional committees and the Department of Health, Education and

Welfare, and their existence has motivated many suggestions for

improvement. For ourselves, the six members of the Association

firmly believe that our continued observance during the ordinary

operation of our business of sound, ethical business practices is

the best way for us to cooperate in achieving legitimate, high

quality home health care at a fair cost.
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In addition, the members of the Association urge that improved

administrative procedures under the existing law be instituted to

improve program performance and integrity, to increase the

credibility of home health care services, and to save the taxpayers

money.

Specifically, the Association supports:

1. Designation of regional fiscal intermediaries for home health

care, with the option for home health care providers to

choose a single fiscal intermediary to handle all their home

health care claims.

2. Prohibition of Medicare-only providers, although care must be

taken to avoid rigid quotas for any type of patient.

3. Improved audit activity by both HEN and fiscal intermedi-

aries.

4. A reasonable system of uniform cost reporting.

5. Full access to financial records of home health agencies.

6. Reasonable, flexible guidelines for fiscal inter-

mediaries to use in reviewing salaries, fringe benefits, and

management service contracts and fees, with appropriate

recognition of startup costs.

7. Reasonable, flexible guidelines on percentage of administra-

tive personnel.
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8. A specified minimum of services to be provided directly by

the home health agency.

9. Patient or family verification of services provided.

10. Vigorous efforts to identify and deal appropriately and

promptly with cases of fraud or abuse. In this regard, each

member of the Association pledges to work closely with the

Subcommittee and with officials charged with administering

the medicare program to verify and deal with any bona fide

allegations of fraud or abuse which way be brought to their

attention.

None of these improvements is a panacea and none can be successful

if pursued in a simplistic, unreasonable way. But together they

can help the American people receive the improved home health care

they need and deserve, both as beneficiaries and as taypayers.

E. Comments on Pending Legislation

Mr. Chairman, I would like to conclude our statement by turning to

bills pending before your Subcoimittee which would amend existing

law dealing with home health services.

The first of these is the bill sponsored by yourself and Senator

Dole, S.505, which includes two provisions relating to home health:

elimination of the three-day prior hospitalization requirement for

Part A of Medicare, and deletion of the 100-visit limitations in
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in both Parts A and B of Medicare. We believe that both of these

proposals are desirable. The GN) estimated the fiscal 1978 costs

of these changes at $12.5 million each.!/ These costs are modest

in comparison to the need to be filled. Moreover, we believe un-

necessary added costs will be avoided by improved monitoring of

home health service providers. We hope, therefore, that, when your

Subcomittee proceeds to consider hoee health legislation, the two

proposals which you and Senator Dole support will be included in

the final bill.

S.489, The Medicare Home Health Amenrdments of 1979, sponsored by

Senators Domenici and Packwood and several of your colleagues, also

includes these two provisions which you, Mr. Chairman, have

included in your bill. In addition, S.489 also includes several

improvements in the Medicare home health program which have modest

costs and important benefits. In particular, we would like to ex-

press our support for the following provisions of that bill:

- The bill would allow rural physicians' assistants and nurse

practitioners who are operating under the general supervision

of a physician to establish a plan of home health care. We

believe that this is a useful change which would help en-

courage the provision of home health services in presently

underserved areas.

/ Cptroller Ceneral' s Report to the Congress; Home Health - The
Need for a National Health Policy to Better Provide ror the
Elderly, December 3n, 1977, p. 24.
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The bill would require a system of regional fiscal inter-

mediaries for home health. As I noted, we firmly believe that

improved performance by fiscal intermediaries is necessary.

However, we would add to the concept of regional inter-

mediaries the option-just as it exists today- for home

health care providers to choose a single national intermediary

for all their home health claims. For companies which operate

in several states, as meters of this Association do, the op-

tion of dealing with one fiscal intermediary would be highly

desirable.

We strongly support the concept of training for home health

aides. We have no objection to S.489's requirement that they

be trained in accordance with a course approved by the HEW

Secretary. We point out, however, that no such course exists

at the moment, although steps are underway toward that goal.

Therefore, we would urge that this provision be given suf-

ficient flexibility to take account of the lack of existing

approved training programs and to assure that the training

requirement does not become a way of limiting the supply of

home health aides or in overgualifying them for the jobs

which they rust perform. We are now participating with the

organization that is attempting to devise an approved train-

ing course and we look forward to further participation in

that ,.tfort.
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F. Conclusion

our position is sbple, Mr. Chairman: proprietary organizations

will help to fill the great unmet need for home health care. In

so doing, we will provide a source of high quality, fairly priced

services. The Medicare program should be administered with

improved efficiency so that the quality and reputation of home

health care is protected and enhanced.

Our recomimendations are just as simple-.

I. Amend 1861(o) to allcw.home health organizations to partici-

pate fully in Medicare.

2. Direct HEW to adopt the program changes we support and to

move vigorously to eradicate fraud and abuse whenever it is

found.

3. Make certain other amendments to the home health care law as

proposed by your bill, S.505, and S.489.

Thank you for the opportunity to present this statement. We look

forward to responding to any questions the Subommittee may have.

Senator TALMADGE. At this point, without objection, I would like
to insert in the record a Chicago Tribune article dated January 2,
"U.S. Probing Cheating on Medicare," an article by William
Gaines: "Federal medicare program has been charged excessive
amounts of money in complex profiteering schemes developed by
several Chicago home health care agencies, the Tribune investiga-
tion found."

Without objection, that will be inserted into the record at this
point.

[The material referred to follows:]
[From the Chicago Tribune, Jan 2,1979)

U.S. PROBING CHEATING ON MEDICARE

(By William Gaines)

The Federal Medicare program has been charged excessive amounts of money in
complex profiteering schemes developed by several Chicago home health agencies, a
Tribune investigation has found.

Federal officials, contacted by The Tribune about the findings, said they have
investigated the firms involved and have turned the matter over to U.S. Atty.
Thomas Sullivan for possible action.

Home health agencies are private, not for profit firms set up to provide health
services at cost to elderly persons in their homes to enable many of them to avoid
having to go into nursing homes.

48-611 0 - 79 - 22
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The Tribune investigation found that several Chicago firms have made question-
able billings to Medicare, the government health insurance program for the elderly,
inflating the costs of services they are supposed to provide. Among the findings:

One home health agency operator, John D. Hirn, charged Medicare the $80,000 in
costs he incurred in a lawsuit brought against him involving a private, profit-
making firm he owned. Christopher Cohen, regional director of the U.S. Department
of Health, Education, and Welfare [HEW], the agency that oversees home health
agencies, was a partner at the time in the law firm that represented Him in the
lawsuit. Cohen told the Tribune he did not work on the case and had no knowledge
of it.

Chicago Home Care, Inc., a profitmaking company that supplies nursing aides to

five home health agencies, pays its aides $6 for each visit to a patient. But the firm
bills the agencies $17.87 a visit, and they in turn charge $19 to Medicare. The
practice may be costing Medicaid more than $80,000 a year above the normal
charges for such services.

Nurses who have worked for one home health agency told The Tribune they were
forced to short-change patients on the services they provided because they were
assigned an excessive number of patients to visit each week. Feeds of a profit-
making consulting firm that serves the agency are based on the number of visits
made. So, but short-changing patients on visiting time, the agency increases the
profits of the consultants.

The Tribune investigation was an outgrowth of an examination of home health
agencies last summer as part of a series of articles on problems of the elderly.

The investigation found that some operators are profiteering at federal expense
through complex arrangements involving the establishment of private, profit-
making firms that provide consulting and billing services to not-for-profit health
agencies.

Through these schemes, the operators are able to charge high prices for services
to their own not-for-profit agencies-then collect the charges from Medicare.

For example, John Hirn and his wife Doris own two home health agencies-Home
Health Service of Chicago North, Inc., and Suburban Home Health Service, Inc., of
Des Plaines.

They also own a profit-making consulting firm called National Health Delivery
Systems, Inc. National Health handles billings for the two agencies at a cost of 75
cents for each nursing visit, or a total of $60,000 a year.

A comparable billing service by another firm can be had for 41 cents, and some
agencies bill as low as 30 to 35 cents a visit.

In 1975, Him was sued by Unihealth Services Corp., a consulting and billing
service by which he was employed as a salesman while he operated his not-for-profit
home health agency.

Unihealth charged that he had used his position as a salesman to lure customers
from Unihealth for the benefit of his profitmaking company, National Health. It
charged that Hirn's home health agency permitted it.

Unihealth eventually settled the case out of court for $70,000. Hirn has billed this
to Medicare at $10,000 a year, HEW records show.

The suit resulted in another $10,000 in legal flees, part of which went to Schwartz-
berg, Barnett, and Cohen, one of the law firms that represented him.

Instead of paying the bill himself or through his profitmaking company, Him
submitted to Medicare a bill from the law firm made out to his Home Health
Service of Chicago North, Inc.

Christopher Cohen left Schwartzberg, Barnett, and Cohen in 1977 to become HEW
area director.

His former law partner, Hugh J. Schwartzberg is an officer in both of Hirn's
home health agencies. Schwartzberg's wife, Joanne, also is an officer and draws an
aggregate salary of more than $39,000 for services "as required."

Blue Cross, which acts as auditor for HEW, has questioned the billing of the law
firm's legal fees to Medicare as not relevant to home health care. It also found the
cost of data-processing services by Hirn's National Health firm to be not reasonable
or necessary.

Schwartzberg told the Tribune he has been instructed by his client, Hirn, not to
answer questions about the billing of costs of the lawsuit to Medicare.

Efforts to reach officials of Chicago Home Care, 1808 W. 103d St., for comment
about their billing practices were unsuccessful. Mrs. Patricia Tinder is owner of the
firm.

Reports submitted to Medicare show that Chicago Home Care aides make two-
hour visits to patients. But Tribune reporter Jane Fritsch, who worked undercover



335

for the firm last summer, found that aides spend less than an hour with each
patient.

Nurses for Home Health Service of Orland-Tinley, a home health agency,
Chicago Home Care, told the Tribune they seldom saw nurse's aides while making
their rounds.

The nurses themselves said they were required to make 40 to 50 visits to patients
each week. Most agencies make no more than 30 visits a week.

"All I could do would be to run in and do vital signs and try to get back out as
soon as possible, said Carol Phillips, a former nurse for the agency.

Another nurse said she had made as many as 16 visits a day and was required to
spend some days recruiting new patients.

The Tribune learned that some persons serve as officers of more than one of the
home health agencies that have contracts with Chicago Home Care.

Michael Morrisroe, founder of two of the agencies also owns a profit-making firm
called Northrad that provides consulting services to the agencies. He bills each
agency as much as $1,600 a month for these services, with Medicare paying the bill.

Auditors for Aetna Insurance Co., the government-appointed fiscal intermediary
that deals with one of Morrisroe's agencies, asked in 1977 for a fraud investigation
of the agency.

The auditors said the agency-Southwest Community Home Health Agency,
10105 S. Western Av.-may have been guilty of a number of financial improprieties.
They said the agency submitted unexplained invoices from a travel agency to
Medicare, submitted invoices for other firms that were paid through the agency's
books, and paid excessive legal fees.

Records in the office of the HEW health care finance administration show that
the auditors were removed from the case and replaced with Blue Cross auditors
after U.S. Representative Morgan Murphy [D., Chicago] intervened on behalf of the
agency.

Ownership of the various agencies was determined by The Tribune from a study
of agency reports to HEW that were obtained under the Freedom of Information
Act.

One agency, Home Health Service of Orland-Tinley, unsuccessfully sought a re-
straining order in federal court to keep the reports from being released.

Senator TALMADGE. I also have a document, addressed to a physi-
cian in California from 680 Parkington Street, San Francisco, Calif.

Down at the bottom, it says, and I quote: "We are pleased to give
you a $5 gift certificate to Macy's or Magnum's for each patient
referral."

That is a felony under the law.
I am informed we have already sent it to the appropriate pros-

ecution group in the State of California.
Without objection, the document will be inserted at this point in

the record.
[The material referred to follows:]
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Senator TALMADGE. The next witness is Mary Jane Mayer, chief
executive officer, Visiting Nurse Association, on behalf of the Coun-
cil of Home Health Agencies, Community Health Services, Nation-
al League for Nursing.

Ms. Mayer, we are delighted to have you. You may insert your
full statement in the record and summarize it in the allotted time.

STATEMENT OF MARY JANE MAYER, CHIEF EXECUTIVE OFFI-
CER, VISITING NURSE ASSOCIATION, ON BEHALF OF COUN-
CIL OF HOME HEALTH AGENCIES, COMMUNITY HEALTH
SERVICES, NATIONAL LEAGUE FOR NURSING
Ms. MAYER. Mr. Chairman, and Senator Packwood, I am delight-

ed to be here. I would like to be entered into the record along with
the Visiting Nurse Association of Milwaukee, Wis. I request that
the testimony of the Council of Home Health Agencies and Com-
munity Health Services be entered into the record and I would like
to spend the remaining portion of my time specifically giving ex-
amples from our own agency of what the council's testimony ad-
dresses.

The Visiting Nurse's Association total visit volume has been
increasing, 11 percent in 1976, 19 percent in 1978, up to 163,000
visits in 1978. During this same period, we have seen a decrease in
medicare volume and income. Medicare is giving less and less to
the needs of the elderly, particularly in the acute, intensive care
and terminal illness parts of our program.

In 1976, medicare income was 49 percent of total VNA income.
In the first quarter of 1979, 43.4 percent. Our total number of
professional medicaid visits remains constant at 54 percent of our
total visits.

A more dramatic change is seen in homemaker home health aide
hours. In 1976, medicare aide hours was 29.4 percent of our total
aide hours. In 1978, 24.8 percent.

I would like to preface my next remarks by saying that we do
have an excellent relationship with our fiscal intermediaries and
that the following problems I will address, the intermediary be-
lieves are the interpretation from HEW and that they are follow-
ing HEW regulations.

No. 1, in medicare reimbursement, we seem to see a change in
the interpretation of the definition of visits. This has resulted in a
retroactive denial of care after 4 to 6 months after service has been
given. The Visiting Nurse Association in Milwaukee has waiver
liability status, but the waiver does not cover denial due to home-
bound status.

The VNA patients reuiring fee adjustments after denied by
medicare have a median annual income of $4,300 a year with
median savings of $1,500. Often the agency cannot recoup the total
amount of the bill.

In 1978, the Visiting Nurses Association and Milwaukee Charita-
ble Services was behind a half million dollars. This was often
denied in chemotherapy patients, the terminally ill being taken by
ambulance, with assistance, to the hospital for chemotherapy and
brought back home to continue treatment. These cases have been
denied as not homebound.
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Often if a patient is assisted to PT on an outpatient department
basis-we have one case where it took two people to get the indi-
vidual into the van, two people to get him home. That patient was
denied because of not being homebound.

A second thing we have noted is a change in the interpretation
of skilled nursing and physical therapy which often results in
denial of services, particularly in skilled physical therapy, which
goes beyond 10 to 14 days of service and skilled nursing care of
terminally ill patients beyond a certain period of time, and, unfor-
tunately, many of our nurses began to believe that a patient just
does not die quickly enough, in order to keep being covered by
medicare.

I think this is disgraceful.
The care of patients receiving renal dialysis on an outpatient

basis that requires follow-up home care is often a decision that the
care is not a skilled nursing care, even though we have had exam-
ples of patients who have rheumatoid arthritis and are incapable of
doing their care.

A good example of retroactive denial due to a determination of
nonskilled PT is an 87-year-old woman who lived alone indepen-
dently until she fell while someone was stealing her purse.

She fractured her right shoulder. She left the hospital 7 days
earlier because the VNA had a cooperative plan in cooperation
with the hospital, physician, and with the family. The physician
ordered Mrs. W to have PT until she was able to move her arm in
a prescribed manner.

Mrs. W's daughter cared for all her personal needs during this
time. We served her from November 1 to January 16. She had 28
physical therapy visits at a cost of $616. She was independent on
dismissal from our service.

On March 9, 1979, 3 months after we had dismissed this patient,
medicare retroactively denied payment as of November 15. The
VNA, or Mrs. W, was responsible for $420 of that bill.

Mrs. W lives on social security alone. She wished, however, to
pay $1 a visit, which the VNA felt she could not afford. The VNA
absorbed the rest of the bill.

As medicare covers less and less of the needs of the patient,
agencies such as the VNA are experiencing greater gaps in charita-
ble dollars available from sources such as the United Fund, private
foundations, et cetera. The need far exceed the source for charita-
ble services.

We are fearful that many agencies may turn to serving the
patient only as long as medicare covers, which we know will result
in the seesawing of patients from hospital to home, to hospital to
home, and finally, the only alternative skilled nursing home care.

Senator TALMADGE. I hate to call time on you but we have
another witness to be heard.

Senator Nelson had hoped to be present to greet you personally.
He is an able member of this subcommittee. Unfortunately, he has
another commitment.

I have only one or two questions.
We have heard an allegation that the franchiser of home health

agencies offered to commit $1 million to your organization to pro-
mote home health care, that the National League of Nurses would
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support and admit the membership of proprietary home health
agencies.

Do you know whether or not that is true?
Ms. MAYER. I am not familiar with that at all. I am certain I

could talk to somebody and find out about it.
Senator TALMADGE. Mrs. Brock, could you respond to that?
Mrs. BROCK. I think that allegation is a little bit untrue. We had

heard that ourselves. That was never committed to us. We certain-
ly did not participate in anything of that nature.

Senator TALMADGE. Thank you very much.
Ms. Mayer, under the current law, occupational therapy is paid

for in a home care setting when provided in conjunction with the
need for skilled nursing, physical therapy or speech pathology serv-
ices.

What kinds of patients would benefit from the addition of occu-
pational therapy as a free-standing reimbursable service that
would be different from the services already available?

Ms. MAYER. I do not think there are any. Frankly, I think OT is
an adjunct therapy to other therapies, and I support payment for
OT, but not as a primary service.

Senator TALMADGE. Do you believe a change in current law is
needed with respect to occupational therapy?

Ms. MAYER. No. I think they presently get a fee for service, and I
think that is appropriate.

Senator TALMADGE. Thank you.
Any questions, Senator Packwood?
Senator PACKWOOD. No questions.
Senator TALMADGE. Thank you, Mrs. Mayer, for a very construc-

tive statement.
[The prepared statement of Ms. Mayer follows:]
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Statement of the
Council of Home Health Agencies and Community Health Services

National League for Nursing

MEDICARE AND MEDICAID HOME HEALTH BENEFITS

Introduction

Mr. Chairman and members of the Committee, I am Mary Jane Mayer, Chief Executive Officer
of the Visiting Nurse Association. Milwaukee, Wisconsin. The VNA is a Medicare-
certified and National League for Nursing/American Public Health Association - accredited
home health agency which last year provided nearly 163,000 home visits to 7,500 people.
Our 1979 operating budget Is $5.1 million.

I appear before you today representing the Council of Home Health Agencies and Comunity
Health Services (CHHA/CHS) of which my agency Is an active member. The Council Is a
coalition of providers which deliver Medicare and Medicaid reimbursable home health
services as well as preventive, supportive and health education programs.

We are pleased to have the opportunity to express our views and we coemend the sub-
committee for holding these hearings. We wholeheartedly agree with Senator Talmadge
that it is time for an evaluation of "... the advantages and shortcomings of the exist-
Ing home health programs.

We have long been concerned that policy decisions are being made in the absence of hard,
timely data. because of this, CHHA/CHS has assumed the leadership and is developing a
data bank of home health Information.

The data bank will allow the accumulation of statistics on home health services, patient
characteristics and costs. Although some individual agencies are keeping this Informa-
tion there has not been a mechanism for collecting, aggregating and analyzing the data

on a national basis. Through the use of discharge summaries completed by the agency for
each patient discharged from service, we will have the ability to evaluate the total
service and the cost for each patient.

We have attached as Exhibit A an analysis of the data collected during 1978 from nineteen

agencies. We think this clearly demonstrates the potential use of such Information for
program planning.
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We recomnend that this committee include in the Medicare
bill under consideration authorization for demonstration
projects on prospective reimbursement for home health
agencies using the CHHA/CHS discharge summary as the data
base.

Please note that these data are not limited to Medicare and Medicaid but cover
all patients receiving care-of-sick services regardless of payment source. in
addition, Medicare and/or Medicaid only Information is easily extractable from
the data.

Another major concern of ours is the Administration's apparent lack of commit-
ment to communicate with its constituents. This was most recently evidenced
at our Council's national meeting held in Atlanta, Georgia three weeks ago.
Despite a six month lead time for the Health Care Financing Administration
to schedule someone to attend this meeting, no one from central office was
made available. We deplore the apathy toward home care and have expressed
this to the Administration.

This apathy is reflected also in the report, "Home Health Services Under Titles
XVIII, XIX and XX," which was recently transmitted to Congress. As this Committee
well knows, the report was to include"...recommendations for changes in regulations
and legislation..." The final report, however, states, "The Department makes no
legislative recommendations in this report primarily because of budget constraints.
In addition serious questions, which are raised in this report, must be resolved
before final recommendations can be made..."

The report continues by posing two questions and asserting that a major research
effort in the in-home services will be undertaken by the Department in FY 1980
in order to analyze these and other questions. The two questions posed were:

"What is the best way to ensure types of beneficiaries, e.g.,
the aged, low income, the disabled, have adequate access to
in-home services?

"How can we design a program for in-home services that does
not encourage a large shift in financing and initiative from
the private to the public sector?'

We contend the answers to these and other questions do not necessitate another
major research effort; Congress requested answers to these questions when it
mandated the report by enacting P.1. 95-142.

Medicare Eligibiiity Issues

At the outset we wish to applaud the Covnittee for its support of those measures
which will improve the Medicare home health benefit. These include:

elimination of the 100 - visit limitation under
Parts A and B;

removal of the 3-day prior hospitalization requirement
for Part A services.
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There are four other Improvements we think are vitally needed to make the hone
health benefit a viable, meaningful part of the Medicare program. We urge your
support of them.

Homebound

The regulation concerr.lng the homebound requirement Is actually reasonably stated:
"...the condition of these patients should be that there exists a normal Inability
to leave home and consequently leaving their homes would require a considerable
and taxing effort."

Yet, case examples prove that the program administrators--the regional office and
fiscal Intermediary staff--do not follow this regulation. Consider the case of the
patient who, while under a home health plan of treatment, left his home for a few
hours to attend his son's funeral. Relmbursement denied, patient no longer home.
bound. Or the case of the patient whose record Indicated she had fallen while
crossing the street. Reimbursement denied, patient not homebound.

we are not asking for a change In the legislation, nor even a change In the regula-
tlon; only that the reimbursement mechanism adhere to the regulation.

Nutrition Services

We support the addition of nutrition services, when provided by a registered dietitian
as a reimbursable home health benefit.

A recent study conducted by the National institutes of Health states that "one of the
key causes of mental aberrations in the elderly is malnutrition." Another study
compiled by the Select Committee on Aging In 1977 states that 34.2% of the population
over the age of 65 years suffer from diabetes (an endocrine disease requiring
nutritional Intervention) while 51.8% suffer from heart conditions and another 12.3%
from hypertension. This Is the Medicare population and we submit that it is this group
In which reimbursable nutrition services under the Medicare program can be most cost-
effective.

Finally we endorse the recommendations made by the "National Institute of Mental Health"
In 1978 - which support the development of appropriate services which would avoid un-
warranted Institutionalization. We believe nutrition services are vital in meeting
this goal.

Skilled Nursing

The Issue of skilled nursing Is probably the single most controversial one and the one
that has polarized the program administrators and home health agency administrators.
Skilled nursing has been used as the gatekeepers to a Medicare program originally
intended by Congress as an "acute care" insurance program. We hope Congress In It's
wisdom would see that ay National Health Insurance program enacted would not make
that same mistake.

Unfortunately, misuse of the definition of "skilled nursing" has led to hospitalization
of many people who might have been kept at home.

The following cases will Illustrate some of the insanities which both providers and
beneficiaries face In application of the "skilled" definition.
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1) Patient denied services because skilled nursing not
required to "clean a wund and apply sterile dressings"
as this can be done by a non-medical person. Home
Health aide services denied also because skilled
nursing not required. The patient had a fractured
ritt wrist, laceration of the left arm requiring
assistance In the home with a written physicians plan
of treatment.

2) A stroke patient was denied coverage when, under a
physician's plan of care, the patient was visited by
the nurse and his vital signs were normal on the first
visit. Two visits were made and the Intermediary
decided to disallow 2 visits made because of the first
visit findings.

3) A polio victim In younger years with multiple deformities
suffered a fractured femur. She had a history of
hypertension and a consistent pattern of elevated
diastolic pressure, dyspnea on exertion blurrlngof
vision and chest pain requiring monitoring and reporting
to the doctor. She also required the assistance of a
home health side. The Intermediary denied coverage as
It was felt no skilled nursing was required.

The National League for Nursing in its chart of "Current Statements of Competencies
and Abilities" delineates competencies and abilities of the nurse according to
educational preparation through the nursing process of assessing, planning, imple-
menting and evaluating the professional skills made evident. Skill Includes more
than "laying on of hands." It Includes taking care and planning for the total patient
and family and mobilizing the necessary resources to promote, maintain or restore
health and well-being. With the expanded role of the nurse Including physical assess-
ment and the use of nurse practitioners, the skilled definition should be modified
to encompass the changing preparation of professional practice and the needs of patients.

We therefore recommend that the skilled nursing definition be broadened to Include the
evaluation and assessment functions performed by skilled professional nurses.

These functions may be understood by the following definitions.

Assessment Is the act of reviewing a situation for the purpose of diagnosing the patient's
problems. The nurse can judge which actions are necessary to assist the patient with
his problems, she uses her skills of physical assessment, perception, observation and
communication. The patient's needs are viewed In light of physical, emotional, social
and environmental factors.

Evaluation Is the process of appraising the patient in light of past, present or potential
conditions to determine their status and the course of remedial action If necessary.

Terminally III

Hospice care of the dying patient can be defined as care of the terminally III within
the last six to nine months of life. It is anticipated that within this time frame
that approximately six weeks will be spent within an institutional setting. The
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remainder of the time skilled nursing services within the home may be required and
intensified as the time of death approaches. Skilled nursing care to provide
planning for pain management and physical care, as well as consultation and coordina-
tion of other needed services such as home health aides, pastoral services, social
services and volunteer groups, is essential while the patient Is at home.

These very humane and necessary services have been denied in some Instances under
the guise that the patient has no rehabilitative potential-"skilled nursing"e not
required. Another denial vlas Issued for a terminally III patient because the care
was "too skilled" for the home health agency level of care and It was determined that
the patient belonged In the hospital. In this situation the family, physician patient
and nurse had determined home care was appropriate. Other denials have been Issued
for the terminally III stating "no coverage for custodial care."

Terminally Ill patients require a special kind of skilled nursing care not addressed
under the present Medicare definitions. We do not need another layer of health care
providers that will be reimbursed under seperate coverage. Wereedto redefine "skilled
nursing" In light of the hospice concept and the expressed desire of patients and
families to remain at home as long as possible and to die In peace and dignity.

Reimbursement issues
"tCaps"l

The 1972 Social Security Amendments (P.L.92-603) authorizes the Secretary of HEW to
set prospective limits on allowable costs for Medicare providers. On March 7, 1979,
HEW published its proposed Initial schedule of limits on home health agency costs
per visit. These limits were scheduled to be effective for cost reporting periods
beginning on or after June 1, 1979. In promulgatirng the proposed regulation, HEW
stated that they would carefully consider any written comments received by May 7, 1979.

How much careful consideration can be given in such a short time frame? There have
been many comments submitted which, If taken Into account, may mean a reconsideration
of some of the Issues as well as a recalculation of the limits themselves.

We believe that the Implementation of "caps" in the home health Industry is premature;
that the data used to compute these Is incomplete and not correlatedwith the macro-
economic situation of health care In this nation. We further believe that the failure
of the caps to regulate home health costs will be evidenced by increased costs to
negotiate fiscal Intermediary and provider appeals and exceptions.

We would therefore recommend that cost containment
measures be implemented through the demonstration
of negotiated prospective reimbursement rates. A
policy which is consonant with the Congressional
mandate for balancing the budget through both
government and citizen participation.

Uniform Reporting

Concurrent with the Issuance of cost limits is the advent of the Uniform System for
Home Health Agency Reporting (USHHAR) which was mandated by the 1978 Social Security
Amendments (P.L.95-142). We are told that the USHHAR proposal will be published in
the May 30 Federal Register with a 60 day comment period and that it will be effective
January 1, 1980. We are very concerned that a proposal as broad as USHHAR is being
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given such a short lead time. We believe also that USHHAR will dramatically change
the management Information systems In the agencies with the adverse effect of In-
creasing operating costs thereby escalating the cost per visit.

We recommend, therefore, that:
Implementation of cost limits and of USHIHAR be
coordinated and that adequate time (one fiscal
year) be allotted for testing USHHAR In agencies
and for agencies to gear up for changes In
operation.

Management Issues

Mininal standards of accountability for home health agencies are established In the
Conditions of Participation. Upgrading the conditions with uniform application
and compliance by all home health agencies is recommended. The following suggestions
for Improvement are:

... the agency administrator shall be an Individual with
training and one year of experience or an Individual
with one year supervisory or administrative experience
In home health care and must be a full-time employee
of the agency;

... all agencies must determine the range of other services
available In the community and must endeavor to provide
or arrange for such services for patients as needed;

all ownership interests must be disclosed. At least one-
third of the governing body must be outside members
having no financial, family or operational relationships
with the agency. No member may vote on matters In which
that member has a direct financial interest;

governing body has responsibility for professional review

conducted persuant to Section 405.1222;

all personnel must be paid the minimum hourly wage;

the locus of responsibility for coordination of services
between two agencies must be clearly defined; the home
health agency maintains overall responsibility of patient
care and Is accountable for same;

home health aides should have satlsffactorily completed a
basic generic curriculum which is recognized by HEW;

... an annual report of agency's activities Including the names
of the governing body shall be published and made available
upon request;

a system of supervision and continuing education must be In
place;
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a system of long range planning which Includes client
evaluation should be ongoing.

Quality Control

A higher quality , of evaluation for home health agencies Is available through the NLN/
APHA Accreditation program. A voluntary process, the accreditation program, operates
from a bass of predetermined nationally accepted standards In the home health Industry.
This voluntary accreditation process Involves preparation of a self study report
which requires an Indepth look at all systems-clinical, financial and managerial and
a report Is written. The agency Is site visited by 2-3 visitors and a board of review
made up of peers determines to what degree the agency meets these professionally de-
termined standards.

The NLN/AP4A accreditetion process assesses agencies at a higher level than the Medicare
Certification process and provides Incentives for agency growth. This consideration Is
a factor for action by HEW to grant NLN/APHA "deemed status" thereby accepting accredita-
tion In lieu of Medicare recertification. This acceptance eliminates duplication and
provides the Industry with Incentives to meet high quality standards versus minimal
requirements. The granting of "deemed status" to the NLN/AP4A accreditation program
will increase accountability and recognition of home health agencies and make applicable
high professional standards for home health operations and services that have been set,
refined and upgraded over the years.

egional intermediaries
We support the concept of regional Intermediaries end would urge that the Administration
be authorized to enter Into 5 year contracts with the regional Intermediaries with an
annual performance evaluation. Performance criteria must be established and used In
the annual evaluation and some penalitles Imposed for not meeting the criteria.

Among the criteria must be a requirement for Intermediaries to have a public health
nurse with recent experience In home health on Its utilization and claims review staff.
The major problems identIfled by home health agencystaff Is that the claims reviewers are
not prepared in nor familiar with community health practice and therefore are not In
a position to judge the adequacy or efficacy of care rendered.

Finally, we believe NEd has a responsibility to provide continuing education to Interme-
diaries In order to achieve consistency and uniformity and the Industry must have Input
into this continuing education.

Medicaid Issues

We recognize that Medicaid Is a state program and as such has some Inherent states'
rights, but we think one's place of residence should not be the basis for the type
and amount of health care received.

Two conditions serve as de facto barriers to home health services for the Medicaid
recipient. One Is the limits some states place on eliglblItly and on the range and
frequency of services. These limits Include placing such requirements as homebound,
skilled nursing, or maximums on miber of visits, even though the low Itself Is not as
restrictive. Moreover, these requirements are superimposed on often restrictive target
populations a Ing place of residence a determinant In the health services on Individual
Is entitled to receive.
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A second barrier to home health services for Medicaid recipients Is the method some
states have adopted for reimbursing home health services. The table attached to
this testimony as Exhibit S pointedly demonstrates this problem: nearly one-
third of the states reimburse home health agencies on less then a cost-related basis.
About 95 percent of these agencies are public or private nonprofit agencies which
do not have a profit margin. Any service provided to Medicaid recipients, therefore,
Is provided at a loss to the agency which In turn means no or reduced service to

other people. We believe the data shown In the last column of the table (proportion
of home health payments to total Medicaid payments) Is a result of these low payments
as well as of the service limits that states establish.

We urge the Committee to take remedial action to prevent the home health services
portion of Medicaid from becoming a program In name only. To this end,

We recommend Title XIX be amended to define the home
health service components and to mandate cost-related
prospective reimbursement for such services provided
to Medicaid recipients.

Summary

CHHA/CHS believes that the future health care of people Is threatened by the vast
bureaucratic web being spun by HEW. By the year 2000, It is expected that nearly
17 percent of our population will be 65 years of age or older. Unless Congress
plans Intelligently, there will be no In home support system for that population.

We are firmly committed to the expansion of quality, cost-effective home health
services and are convinced that this cannot be accomplished In the current govern-
mental climate., We return to the subject of our introduction -- the H.R. 3 Report
-- end submit as Exhibit C a copy of testimony we presented to the Admlnistratlon
lest September. Although the mandate from Congress was to have Input from the
field, we think there was In fact none.

We appreciate the opportunity to present our views and will be pleased to respond
to any questions you may have.
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I Of homie I th agen mies and €ommunltq health sevin

Exhibit A

USE OF PATIENT STATISTICS FOR PROGRAM PLANNING

Introduct ion

In the past, we have looked at cost In terms of cost per visit but have had
no basis for knowing cost per patient or of evaluating the benefit of home
care In terms of Improvement in the condition of the patient. In the summer
of 1973, the Council of Home Health Agencies and Community Health Services
of the National League for Norsing convened an Informal conference of directors
of home and community health agencies to discuss mutual problems and to explore
future directions In administration and programming. The participants came
from cities all across the U.S.: Baltimore, Boston, Chicago, Dallas, Detroit,
Los Angeles, New Haven, Hew York, Omaha, Philadelphia.

As leaders In the delivery of community health services, these directors
wished to have Input Into the enactment of any national health Insurance
program. They felt they could make a contribution through their deliberations
on appropriate patterns of service and mechanisms for costing. Among the
concerns listed by these administrators was the need for utilization and cost
Information for patient, diagnosis and length of service, not presently
available from ongoing statistical reporting, They felt such Information
would be especially useful in planning health care coverage and negotiating
with third party payers. A subcommittee was set up to explore ways of
analyzing the care of sick services provided to people in their homes, and
met In November 1973 with CHIC/CHS statistical staff to plan the most effective
way to accomplish this purpose. It was decided that a home health agency dis-
charge summary form would be developed and used In a feasibility study to
determine the kinds of Information that could be obtained through this medium.
A simple tool was designed for use by clerks In recording discharge Information.
Each agency in the conference group decided to participate In the feasibility
study by supplying at least 100 care of sick statistical discharge summaries
during one month In the spring of 1974.

This feasibility study, "Type, Length and Cost for Home Health Patients," showed
conclusively that the discharge summary can produce valuable Information to pre-
sent a more meaningful picture of services provided and needed. it showed that
it was possible to determine cost per patient or per day once the cost per visit
was known. CHHA/CHS therefore recommended the inclusion of the discharge summary
as an essential part of the statistical reporting system of the home and com-
munity health agency. A new form was designed to include source of payment
and outcomes and tabulation of the date Is now being offered on a fee for service
basis. Nineteen agencies participated in the study in 1978 and have received
half-year printouts of their own experience compared with that of all of the
other agencies. Our goal is to provide quarterly printouts eventually. Tape-
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to-tape input from agencies with their own computers is being explored and it
is hoped that Invaluable data will be available for real cost comparison and
health planning.

Curing the past two weeks we have mailed to the nineteen agencies the following
information for each agency compared with the composite of all agencies in the
study:

Patient Characteristics - Sex, ethnicity, source of
physician care, source of referral, living arrangement,
reason for discharge, disposition on discharge, fee
source, summary of change in patient's condition,
and percentage of cases in which expected outcome
is met.

Number and percent of cases and visits, professional
visits by discipline, home health aide visits, length
of stay, age, and cost per case and per day for each
of the 17 major diagnoses identified in the ICDA.

Case, visit, length of stay, and cost data by age
group classifications.

Case, visit, length of stay, age, and cost data by
condition of patient on admission.

Cases, visits, length of stay, age, cost per case and
day according to number of services offered - nursing
only, PT only, nursing plus one, nursing plus two, etc.

During the last two weeks we have been in the process of analyzing the data from
the 11,182 discharge summaries received from 19 agencies during the calendar year
1978. The number of cases per agency ranged from 187 for one agency to 1,525
cases for the largest agency. These agencies are located in Illinois, Indiana,
Iowa, Kentucky, Massachusetts, Minnesota, New Hampshire, Nevada, New York,
Pennsylvania and Wisconsin.

In discussing the data in the rest of the report, I want to point out that the wide
range of results among the agencies reflects differences in policy in regard to
intake and patterns of utilization of personnel - e.g., whether a nursing assess-
ment is made in every case, how home health aides are used, etc.

Patient Characteristics

Age - Among the 11,182 cases, age varied from under I year to over 100 years with
an average age of 69 and a median age of 73; the median age ranged from 67 years
in one agency to 77. In general, the concentration of the middle 50 percent fell
between 63 and 81 years. Only one agency had a somewhat lower concentration -
between 43 and 76. Unquestionably, since these were summaries of care of sick
services, the service was predominately among the elderly.

Sex - In general, there were almost twice as many female patients as male patients,
w7th the variation in this percentage ranging from 58 percent to 71 percent for
female patients among the 19 agencies.

48-611 0 - 79 - 23
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Living Arrge1mnts - Of the patients for whom living arrangements were reported,
29 percent lived alone. The figure ranged from 11 to 39 percent among the 19
agenc ies.

Primary diagnosis - The largest proportion of cases for each of the agencies
reported a primary diagnosis of diseases of the circulatory system with neoplasms
and musculoskeletal next In concentration. On an overall basis, 27 percent of
the cases fell in the circulatory system. This figure ranged from 20 percent
to )9 percent. Circulatory diseases accounted for the largest proportion of
cases for each fee source with the exception of private insurance where 23 per-
cent of the cases were neoplasms and 15.5 percent circulatory.

Reason for discharge - A review of the reason for discharge revealed that 47
percent of the cases were discharged because they were recovered or stabi lized
and 33 percent were discharged because they were admitted to a hospital or a
nursing nome. Of the remaining patients, 3 percent moved out of the district,
and 7 percent died.

Source of Referral and medical Care

An overwhelming number (94 percent) had physician care from a family physician;
the other 6 percent listed the clinic as their source of M.D. care. The per-
centage reporting the family physician ranged from 86 percent in one agency to
100 percent In another.

Source of Referral - 18 percent of the cases were referred by private physicians
and 44. percent by Inpatient hospitals. 14 percent were referred by self or
family, 3 percent by outpatient hospitals, 13 percent by hospital home care and
the rest by health departments and other sources. There was variation among
the agencies but almost all of them recorded most of their referrals from
Inpatient hospitals.

Number of visits per case

Although the arithmetic average number of visits per case was calculated,
the median - or midpoint - Is more meaningful because It is not affected by the
extremes - such as the number of one day cases (1325 or 12 percent, ranging
from 0 to 22 percent among the agencies) and the number of cases over 365 days
(562 or 5 percent overall, ranging from I percent to 17 percent in one agency).
The median number of visits per case for all diagnoses was 6 nursing visits
per nursing case (range of 14 In two agencies to a high of 10 In one agency,
with four having a median of 5 and eight having a median of 6, three a median
of 7, and one a median of 8 visits per case.) Among the 2,222 PT cases (20
percent) the median number of visits per case was 5, for OT it was 4, SP - 5,
MSW 2, and HHA 15.

Length of Stay in Days

Number of days between first visit and last visit varied from one day to 5,805
days, with tne average stay 94 days and the median 34 days (varying from 21 to
65 days among the agencies). The middle 50 percent for all the cases combined
fell between 9 and 92 days.
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Cost per Patient and per Day

There was a wide range of cost per patient, from the one visit cost for a one-day
case to a high of $44,000 for all services provided. The arithmetic mean was
$482 but the median cost per patient was $171, with the middle 50 percent con-
centration between $64 and $472. There was a greater clustering in the median
total cost per patient among the agencies where the range was between $111 to
$261 in 18 agencies (one did not provide cost data). Examining median cost per
patients by fee source, the lowest figure of $83 was in the full pay fee source
category and the highest ($299) for Medicaid patients where the long-term
maintenance care would usually fall. Cost per day varied with the amount of
services provided. Tne median cost per day was $6.90 with a middle 50 percent
concentration between $4 and $16. The median cost per day ranged between $14.07
and $10.23 among the 18 agencies providing this Information. Median cost per
day varied inversely with the length of stay - from a median cost of $20.96
per day for the one-day stay to a low of $2.46 per day for cases with stays
longer than 730 days. Also median cost per day varied with the fee source -
from a $14.88 cost per day for patients paying full fee to a cost of $3.75
for ' other welfare" patients. For private Insurance, the median cost per
day was $9.09, while for Medicare A, B and Medicaid, it ran $7.36, $7.70, and
$5.69 respectively. As one would expect, shorter, more intensive periods on
home care cost more per day.

Variety of Services Offered

Of the 11,182 cases in the 19 agencies, 6,969 (62.3 percent) received nursing
services only and 268 cases (2.4 percent) physical therapy without nursing.
An additional 2,959 (26.5 percent) received nursing plus one other service
which could Include PT. 6.7 percent received nursing plus two other services,
1.6 percent nursing plus three and only 0.3 percent nursing plus four. The
percentage of cases receiving nursing services only varied from 40.1 percent
to 78.4 among the agencies. Nursing only and nursing plus one service
accounted for the major portion of cases - 88.9 percent overall and a range
of 73.9 percent to 99.6 percent among the agencies.

As expected, the average cost per day was higher where a greater variety of
services were offered - an average of $15.40 per day for the nursing plus
four other services as opposed to an average of $9.61 for nursing only.

Sources of Funding

As a single source of funding 6 percent reported "self", 9 percent Insurance,
47 percent Medicare A, 14 percent Medicare B, 13 percent Medicaid, I percent
other welfare, 4 percent no fee as agency pol icy, 1 percent U.F. and 5 percent
"other". But any one case could have involved more than one source of funding
Medicare A was Involved in 49 percent of the cases, Medicare B in 18 percent,
and Medicaid in 16 percent - a total of 83 percent for Medicare and Medicaid.
Medicare A and B figures varied from 45 percent to 88 percent among the agencies.
Median cost per patient and per day varied for the different sources of funding,
reflecting the availability of service when reimbursement was available. In
general, also as expected, the median age group for insurance and other welfare
was lower (between 50 and 59) than for the other sources where the age group
tended to be in the 65 - 74 and 75 - 84 group.
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Exhibit SCOUNCIL OF HOME HEALTH AGENCIES AND COMMUNITY HEALTH SERVICES
National League for Nursing

SELECTED DATA ON MEDICAID HOME HEALTH SERVICES, JULY 1978

Medicare-certlfied agencies as of July,1978 Method of Medicaid HN as a %State* 
Reimbursement of TotaltMedicaid

Total VNA Off. Priv. Prop. Mosp. Other Payments

Total 2.81 L±_± 'A241 no 121 288 105
Alabama 81 2 61 12 - 2 4 Schedc=X. allow. .4Alaska I I - - - - Fee Schedule .1Arkansas 80 l 74 1 - 3 Cost-based .05California 111 27 13 14 36 17 4 Sched. max. allow. .1Colorado 32 4 22 3 - 1 2 Lower of cost/charge .2Connecticut 84 61 17 1 2 3 Cost based;prop... neg. -Delaware 6 1 3 1 1 - Lower of cost/charge .38Dist. of Col. 5 i 1 - - Neg. rate 1.24Florida 122 I 16 64 23 4 4 Sched. max. allow. 1Georgia 23 1 5 8 - 4 5 Lower of cost/charge .12Hawaii 6 - I - 1 3 1 Medicare upper limit .3Idaho I? . 4 - 2 4 1 Usual r. customary .6Illinois 1ii 23 35 30 I 14 7 Unual & customary .21Indiana 44 15 9 6 10 3 1 Cost based .35Iowa 84 12 67 - - 3 2 Lower of cost/charge .02Kansas 42 2 30 3 - 5 2 Sthed. max. allow. .05Kentucky 55 1 27 1 3 18 5 Usual & customary .9Louisiana 81 - 43 6 28 2 2 Lower of cost/charge .14Maine 19 5 2 8 - 2 2 Lower of cost/charge .7Maryland 26 i 16 4 - 4 I Sched. max. allow. .19Massachusetts 150 92 34 5 - 16 3 Lower of cost/charge I 1.1Michigan 55 11 31 8 - 3 2 Lower of cost/charga .12Minnesota 70 . 62 2 4 2 Lower of cost/charge -37MissIssippi 112 - 82 18 1 8 3 Lower" of cost/charge .15Missouri 42 4 16 7 - 9 6 Lower of cosL/charge .08

Montana 15 - 6 3 - 5 1 ContractNebraska 17 1 1 - - 14 I Lower of cost/charge .5Nevada 6 . 2 1 2 1 Lower of cost/charge .47New Memp. 43 39 2 - - I Lower of cost/charge .0New Jersey 44 19 15 1 - 8 1 Lower of cost/charge .3New Mexico 12 3 I 1 5 1 1I Lower of cost/charge .2New York 117 15 53 2 - 43 4 Lower of cost/charge 3.2No. Carolina 72 2 48 8 4 7 3 Lower of cost/charge .3No. Dakota 9 - 6 - - 3 Lower of cost/charge .1Ohio 106 20 61 4 - 15 6 Usual & customary toS2 .2Oklahoma 60 1 52 3 - 2 2 Nursing - $5.Oregon 24 1 14 2 6 I Neg. rate IPennsylvania 112 57 10 10 - 28 7 Fee schedule .3Rhode Island 14 9 - I - 3 1 Fee schedule .2So. Carolina 23 19 3 Lower of cost/charge .6So. Dakota 31 1 27 -3 - Cost based. billed. .Tennessee 131 2 100 17 8 i 3 Lower of cost/charge .2Texas 81 9 10 55 . 4 3 Lower of cost/charge -Utah 9 I 6 - - 2 - COntract 2Vermont 19 14 3 1 - - I Usual & customary 1.1Virginia 46 4 42 - . - Lower of cost/charge .4Washington 26 4 10 7 - 5 - Sched. max. allow. .6West Va. 21 4 II 5 I - Lower of cost/charge .1Wiscon~ln 79 13 57 - I 4 4 Usual & customary .2Wyoming 14 - 13 l - I - Lower of cost/charge _
* Arizona does not have a Medicaid program.
With growth restrictions.

SOURCE: Unpublished data from Medicaid Bureau, HCFA, DHEW, January 1979.

L8:rc
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Change in Patient Condition

Of the 10,137 cases reporting expected and actual condition on discharge, 74
percent reported expected outcome as having been met and 3 additional percent
showed improvement in expected status on discharge. Percentage of cases in
which expected outcome was met or exceeded ranged from 64 percent to 96 percent.

For all cases reporting this Information on admission 27 percent were dependent,
46 percent needed assistance, 

2
3,percent needed supervision, and only 5 percent

were independent. On discharge 37 percent were independent. Average length of
stay was longest for the dependent group and decreased proportionately as in-
dependency Increased (102, 100, 89, 69 average days per case.) Total cost also
decreased In the same proportion. Although this measure of outcome is rather
simplistic, It is at least a beginning atlooking at what happens to a patient
as a result of home health agency intervention. As more sophisticated measures
of outcomes are developed by the health professions, they will be incorporated
into the discharge summary data.

Conclus ion

Although the 11,182 cases from 19 agencies cannot be considered a representative
sample for the whole country, there is valuable evidence of overall trends in
the variables of home health care and possibilities of use of the data to project
needs for expansion of program. Whether the cost per day is a median figure of
$6.90 or an average of $10.22 there Is no question that home care can be less
costly and more satisfactory for most patients when their needed services can
be provided. Even with this limited sample it is encouraging to note the
similarities In the resulting data among the agencies in the sample as well as
with the results of the feasibility study and a special study of Vermont agencies.
As the data bank is enlarged by the enrollment of a greater number of agencies and
by tape-to-tape input from the larger computerized agency systems, the sample will
be more representative of practice throughout the country and the data will be
able to be used for program and community planning not only by the Individual
agencies but by HSAs and governmental groups on a national and local basis.

Presented By...Goldie Levenson
Statistici an/Consul tant
DHHA/CHS-NLN

Text of speech delivered at NLN Biennial Convention, May 3, 1979, Atlanta, Georgia
Publication in process. Copyright ( National League for Nursing.
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£x4;S,; c
Statement of the

Council of Home Health Agencies and
Community Health Services

National League for Nursing
before DEW's

Office of Policy, Planning and Research
Health Care Financing Administration

September 15, 1978

P.L. 95-142 Section 28
Report on Home Health and
Other "In Home" Services

My name is Joan E. Caserta. I am tb Director of the Council of Home Health
Agencies and Cosmunity Health Services (CIiHA/CHS) of the National League for Nursing.

CHHA/CHS is a coalition of provider agencies certified to deliver "Home Health
and In Home" services under the Medicare, Medicaid, Title XX and Older Americans
Acts. With me today is Margaret Kauffman, Chairman of the CHHA/CHS Executive
Committee, who is the former Director of the Community Nursing Service of Phila-
delphia, Pennsylvania, an APHA/NLN accredited and Medicare certified provider of
home health services as well as preventive and health education programs.

We commend the staff of HCFA for holding this final public hearing on home
health before it presents its report to the Congress in October, and wish to
comment on specific portions of that report.

Scope and Definitions of Services

Home health care has developed primarily within the context of care for in-
dividuals with acute, self-limiting and/or debilitating terminal conditions. The
legislative authority for "Home Health and In Home Care" rests in Titles XVIII,
XIX, XX of the Social Security Act as well as Titles III and VII of the Older
Americans Act. Health services covered under Title XVIII are largely confined
to acute self-limiting conditions while coverage for social and health related
services is largely found under Titles XX, III and IV as indicated above. These
entitlement differences have led to fragmentation of services delivered to people
and increased costs stemming from conflicting data collection, statistical
reporting, cost formula and eligibility requirements.

CHHA/CHS believes in a more wholistic approach to the care of individuals
and families at home. For this reason we have adopted the concept expressed in
the term Home Care. Home Care as we define it, means a blend of health and social
services provided to individuals and families in their places of residence for
the purpose of promoting, maintaining, or restoring health, or, of minimizing the
effects of illness and disability. (1)

(I) A Prospectus For A National Home Care Policy, prepared by the Assembly of
Ambulatory and Home Care Services, AHA; Council of Home Health Agencies and Com-
munity Health Services, NLN; National Association of Home Health Agencies; National
Council of Homemaker-Home Health Aide Services, Inc. Published 1978.
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Professional experience and consumer satisfaction surveys have yielded the
understanding that a basic service benefit of about 14 services are needed to
restore and maintain people at home. These are:

Home Health Aide
Nursing
Physical Therapy
Nutrition
Occupational Therapy
Speech Pathology
Laboratory Services
Medical Equipment and Supplies

As Well As
Transportation
Meals on Wheels
Homemaker
Social Work Services
Chore

We, therefore, support an expanded home care benefit which would reimburse
for one or more of the aforementioned services in such combinations as determined
by the individual patient needs. We further support the development of home care
agencies which provide those services either directly or with other certified
providers.

Eligibility and Coverage

It is estimated that approximately 1.5 percent of the total population of the
U.S. on any given day needs home care services, according to a formula developed
by CHHA/CHS statistical staff and based upon analyses of data collected during
the Health Interview Survey conducted by the National Center for Health Statistics.

Current studies indicate that only two of a potential five percent of dis-
charged patients are referred for home care services while about 25 percent of
persons currently residing in intermediate care facilities may be inappropriately
placed. This is largely due to the focus of reimbtrsement mechanism, both public
and private, upon coverage for illness care.

CHHS/CHS believes that a basic home care package should be available to all
clients who experience acute illness as well as to those where illness may
lead to chronic disability and/or death. Costs should be supported by appropriate
1st, 2nd and 3rd party arrangements, a combination of out-of-pocket, private and
public dollars.

Methods of Administrative and Delivery of Home Care Services

As you know, the provision of services to people at home is one of the oldest
modalities of medical care. As scientific technology and information grew, the
individual practitioner was forced to collaborate with and rely upon many kinds
of care givers as well as complex diagnostic equipment. Thus, the focus of
activity changed from the individual's home to a congregate institutional setting.



356

In the late 19th Century, disease patterns shoved a high percentage of acute
illness to a concomitant low percentage of chronic, debilitating illness. The
20th Century saw a reverse of this situation, so that today with a population
growing older and the incidence of chronic illness on the increase - congregate
settings with dramatic techological approaches to care become less and less
appropriate and effective.

CHHA/CHS believes that the future of health care will be in the community
setting - that is - at home, in family health and adult day care centers as well
as home based hospice programs. In particular, care of the terminally ill will
take place at home with episodic pain control and thanatological techniques applied
intermittently through congregate "in-patient" settings.

To assure this kind of continuous care in the community setting and remain
cost effective a wholistic approach to provider management will have to be adopted.
To this end, we recommend reimbursement incentives which will promote the use of
shared management, purchasing, data processing and cost determination services.

Adoption of this concept will permit provider agencies to retain policy making
authority for their service innovations, while at the same time minimizing the
costs of administrative support services.

Quality Assurance: Standards

CHHA/CHS has already addressed the issue of upgrading the current Federal
standards for the home health agency provider certified under Title XVIII.
Earlier this Spring at a meeting of HCFA staff, in conjunction with four other
national organizations concerned with home care, we uniformly agreed upon areas
for upgrading these standards. Our group recommendations are on file in the
Office of the Administrator.

Today, we wish to address our concerns about the process of implementing and
monitoring these "standards" in the provider agency.

In the process of certification, each year a government official on the State
level visits the provider agency, collects data about the agency as required in
the "conditions of participation" reviews clinical records and speaks with key
staff members about the program evaluation practices. A decision is made by
that reviewer about compliance with the conditions - discussed with the agency
and a corrective plan is suggested.

Contrast this to a voluntary accrediation process, in which the agency engages
in a self-study of all its systems - clinical, financial and managerial - develops
a written report with examples of outcomes of these practices; is site visited
and audited by a team of 2-3 visitors and is then reviewed by a board of their
peers about whether and to what degree thay meet professionally determined
standards. Frankly, this is the process uniformly carried out through the NLN/APHA
accreditation program.

As you know, CHRA/CHS has introduced a proposal to the Secretary of HEW re-
questing that he recognize the standards of the accreditation program as equal to the
"conditions for participation" and "deem" accredited agencies as eligible Medicare
providers.
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We are disappointed that the leadership within DHEW has nct been able to
come to grips with the "deeming" issue. We believe that this failure has little
to do with the accrediation program or its standards. Rather, it has to do
with the politics of the situation. Buffeting by differing views of special
interests in the public and private sector has immobilized the deeming power
authorized in the original Medicare legislation.

While we empathize with DHFW's situation, we are chagrined that our colleagues
in government do not learn from one another! The O'fice of Education, Bureau
of Higher and Continuing Education, Division of Eligibility and Agency Evaluation,
has for some years, recognized voluntary accrediting agencies in the field of
education. This recognition process, however, has been depoliticized through the
application of "Criteria and Procedures for Recognition of Nationally Recognized
Accrediting Agencies and Associations" most recently published in the Federal
Register on August 20, 1978, under Title 45 - Public Welfare, Chapter I - Office
of Education, DUEW.
"Recognition is granted ....... only when the agency or association meets the criteria
thus established."

CHHA/CHS believes the precedent be set for "deeming" by government and
commends this reference to HCFA staff. CHHA/CHS also believes 'that no consistent
application of Federal standards is possible through the current certification
process!

Fraud and Abuse

Finally, and perhaps most importantly, CHIA/CHS endorses the establishment
of screening devices in agency systems which will deter and/or detect fraud
and abuse of program benefits.

As you know, the systems in home health agencies have been greatly behind
in the application of sound fiscal and business practices. Agencies are hampered
in capacity building in this area for several reasons:

1. A need for transition from a cottage industry to small business within
a relatively short span of time.

2. Lack of adequate resources to employ expert financial and business systems,
including marketing personnel.

3. Concoimitant demand for increased and expanded kinds of services.
4. A dearth of reimbursement mechanisms available from 3rd party payors.
5. A concommitant explosion of reporting requirements by multiple governmental

funding mechanisms.

CHHA/CHS is highly involved in promoting sound business practices in agencies.
Through the programs of accrediation and agency management consultation we are
helping agencies to establish and monitor:

- Manual and automated management information systems.
- Cost analysis and reporting techniques.
- Clinical and fiscal record systems.
- Consumer and community policy and advisory systems.
- Personnel and employee relations management systems.
- Cost control and productivity mechanisms.
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We believe that all aspects of an agency operation can be held within rea-
sortable cost. Intermediary letter 78-16 enumerates those aspects of operations
which must be looked at.

We believe that applicative methodologies for those screening devices de-
scribed in this letter must be developed by provider representatives together with
government and fiscal intermedlary personnel. It is only by a tripartite working
together that fraud and abuse can be controlled and/or averted.

In surumary then CHHA/CHS has stated the position in favor of:

1. Blending the health and social care benefits into a program of
Federally funded services called a "Home Care" benefit.

2. Availability of the Home Care benefit to all people irrespective of age.

3. The development and support of funding techniques in both private and
governmental sectors for that benefit.

4. A prospective reimbursement formula which supports capacity building.

5. Additional reimbursement incentives which promote sharing management
functions and systems among agencies.

6. The development of internal mechanisms which allow government to "deem"
eligible accrediting agencies or associations without recourse to the
political process.

7. The continuation and enhancement of an industry/government/intermediary
coalition to evolve and upgrade fiscal and clinical home care practices.

We appreciate the opportunity to share these positions with you and stand
ready to clarify or respond to any questions you might have.

Thank you.

Senator TALMADGE. The next witness is Emily Layzer, staff asso-
ciate for social policy and legislation, National Council for Home-
maker and Home Health Aide Services, Inc.

Ms. Layzer, you may insert your full statement in the record and
summarize it in the allotted time, please.

STATEMENT OF EMILY LAYZER, STAFF ASSOCIATE FOR
SOCIAL POLICY AND LEGISLATION, NATIONAL COUNCIL FOR
HOMEMAKER-HOME HEALTH AIDE SERVICES, INC.
Ms. LAYZER. Thank you, Mr. Chairman.
My name is Emily Layzer, staff associate for social policy and

legislation of the National Council for Homemaker-Home Health
Services. Since we have filed our prepared testimony, I will sum-
marize the key points. I

Based upon data revealing the un t demand for and cost-effec-
tiveness of home care vis-a-vis instit ional care in most cases, the
National Council believes that rigid restrictions covering home
health coverage under titles XVIII knd XIX should be relaxed to
meet the chronic care needs of our Nation's aged and indigent
citizens.

Three of the bills currently under consideration by the Senate
Committee on Finance-S. 489, S. 505, and S. 507-propose to
eliminate the 3-day prior hospitalization requirement and the 100-
day visit limitation.

On the House side, H.R. 3990 proposes similar changes.
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The council endorses these recommendations as a necessary first
step toward increasing accessibility of home care and deterring
costly, unnecessary institutional care.

However, we also urge that the following three recommendations
be incorporated into this legislation.

First, add homemaker-to the home health aide services currently
authorized under medicare and medicaid, reducing much of the
current fragmentation and costly duplication of effort that current-
ly exists.

Second, loosen the homebound restriction to allow for full or
partial confinement to the home, recognizing the needs of frail
elderly or recuperating hospital patients to get out of the home
sporadically for necessary errands or visitation.

Finally, substitute professional nursing for skilled nursing as a
prerequisite for home care and allow those requiring such care or
such supervision to be eligible for home health benefits.

Supervision by social workers or home economists should also be
recognized as integral to the development of comprehensive care
plans for the elderly.

The National Council had earnestly hoped that many of these
recommendations would be forthcoming from HEW in the H.R. 3
report. However, because the Department seems to have abrogated
its responsibility for suggesting appropriate modifications to the
medicare home health benefits, we look to the Senate Committee
on Finance to take leadership for this important home care legisla-
tion.

There are several additional features of the Domenici bill which
the Council would like to address. First, the training requirement
should be extended to all homemaker-home health aides and a
blend of social and health skills should be required in all HEW-
approved training programs.

We strongly urge that HEW endorse for this purpose a compre-
hensive training curriculum which has been developed by the Na-
tional Council in cooperation with other national agencies under a
grant from HEW's Public Health Service.

This curriculum should be officially recognized throughout the
Department in all of its home care programs, including those ad-
ministered under Social Security Act Titles XVIII, XIX and XX
and under Older Americans Act Title III.

Second, the billing procedures spelled out in item 4 under Duties
of the Secretary in the Domenici bill appear to be extremely de-
tailed for Federal legislation and may be better handled in regula-
tory language. This requirement should allow for bimonthly or
monthly billing of home health patients. Monthly billing proce-
dures would save time and administrative costs.

The development of reasonable cost guidelines described in item
5 is an extremely complicated feature. The Council recommends
that this be approached on a regional, rather than national, basis
and that such guidelines be specified in regulations rather than in
legislation.

Finally, we would urge that an agency's overhead costs be
broken out and reviewed as a separate line item. They should be
limited by cap, sufficient to allow for appropriate administrative
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and supervisory costs, in order to minimize the incentives for fraud
and abuse in our public entitlement programs.

The Council would now like to comment on two current propos-
als authorizing demonstration projects for training and employing
AFDC recipients as homemaker-home health aides: S. 421 and
Section 22 of S. 507. The Council believes that such projects would
help to provide much-needed manpower for the home care field.
However, we would caution that the labor implications of this
legislation should not overshadow service objectives for the home
care field.

It is critically important that service safeguards be firmly in
place before such demonstration projects are authorized. In particu-
lar, AFDC recipients should be trained solely for employment by a
homemaker-home health aide agency; the agency must maintain
responsibility for selection of the homemaker-home health aide;
and the formal training program referred to in this legislation
should be one that has been endorsed throughout HEW, as recom-
mended earlier in this testimony.

In closing, I would like to bring several additional points to your
attention.

First, we urge enactment of further regulatory changes in the
medicare conditions of participation.

Second, we urge that there be a Federal requirement for a certif-
icate of need for home health agencies.

Finally, we do hope that you will review and endorse the pro-
spectus for a National Home Care Policy which has been developed
jointly by the forum of four organizations.

I thank you for this opportunity to present our views on the
home health care benefits and I welcome any questions you might
have.

Senator TALMADGE. Thank you very much. I had an opportunity
to read a good portion of your statement while you were testifying.
I congratulate you on what I consider a fine, detailed statement.

Ms. LAYZER. Thank you very much.
[The prepared statement of Ms. Layzer follows:]
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STAne OF EMILY LAYZER, STAFF ASSCIAIE FOR SOCIAL POLICY AND
LEXGISIATIN F THE NATIONAL COUNCIL FOR l'JER-HCME HEALTH
AIDE SERVICES, INC.

My name is Emily Layzer, staff associate for Social Policy and Legislation of
the National Council for Homemaker-Home Health Aide Services, Inc. The Council
is a national, nonprofit 501(c)(3) membership organization, with offices at 67
Irving Place, New York, New York 10003. The National Council's goal is avail-
ability of quality homemaker-home health side services in all sections of the
nation to help individuals and families in all economic brackets when there are
disruptions due to illness, disability, social and other problems, or where
there is need to help enhance the quality of daily life.

Membership

The National Council is comprised of S97 dues-paying members, of which 260 are
agencies providing homemaker-home health aide services in 45 states and in
several Canadian provinces; 46 are organizations, and 291 are individuals.
(1978 year-end figures.) Programs from all auspices - voluntary nonprofit,
public, and proprietary - are included in the Council's membership. Written
and visual materials, conference and other services are available to and used by
many organziations, including nonmember agencies providing homemaker-home health
aide services in the United States and Canada.

Reference to Earlier Testimony

The National Council for Homemaker-Home Health Aide Services, Inc,, appreciates
this opportunity to present its views on proposed legislation to change Medicare
and Medicaid home health benefits. The Council presented testimony on similar
legislative initiatives before the House Ways and Means Coimaittee's Subcommittee
on Health on June 22, 1978. Since that time, ou. overriding concern for home
health benefits under Titles XVIII and XIX of the Social Security Act has remained
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constant: that the federal government provide adequate coverage for the long-
term care needs of our elderly and indigent Americans by removing unrealistic and
punitive restrictions on reimbursable allowances for home health care.

Background Information

Before presenting our recommendations on the proposed home health legislation, a
brief review of the current situation seems In order.

Although home care services are growing rapidly nationwide, statistical projec-
tions indicate the need, both potential and actual, far outstrips the current,
available supply. The potential population of service recipients is progressively
increasing as more persons live longer with related increases in chronic and/or
disabling conditions, It has been estimated that 15 million persons between the
ages of 18 and 64, plus IS million elderly individuals - a total of 33 million
persons - have one or more chronic physical conditions which limit their freedom
of movement or make them functionally dependent. Of the 18 million non-institu-
tionalized elderly in this country, almost 3 million or 16 percent, are totally
unable to carry out their daily activities because of chronic disease or disability.

It is highly probable that the incidence of chronic disabling conditions will con-
tinue well into the twenty-first century as our aging population continues to
grow in both relative and absolute terms. Indeed, the ranks of the elderly can be
expected to swell from 23 million in 1978 to 51.6 million by the year 2030 - from
one out of every 10 individuals to more than I in 8. Projections of actual need
indicate that about 14 percent of the non-institutionalized aged - excluding those
with mental illness - require some in-home supportive assistance. Within the
disabled population aged 18-64, it has been estimated that 40 percent require some
assistance with household chores and 10 percent require some personal care.

2

Despite these projections, a scant 12 percent of thgse aged and disabled persons
who require in-home services actually receive them.

3 
The lack of an adequate

federal reimbursement policy for home care has forced countless individuals into
premature or unnecessary institutional placements. Indeed, studies of nursing
home populations in New York, Massachusetts, and Florida have estimated that from
18 to 40 percent of the institutionalized elderly could be transferred out if ap-
propriate in-home services were provided. 4

Our country's commitment to home-based care appears even more inadequate when com-
pared to the sophisticated "home help" programs in several European countries.
While the United States reports a ratio of one aide for every 2,800 persons,
Sweden estimates one home help for every 101 persons; Norway, one for every 119
persons; and The Netherlands, one for every ISI persons. Finland gives credit to
Its solid network of home help services for the substantial decline in its infant
mortality rate in recent years. All of these countries have made a conscious
shift in support from "bricks and mortar" to a rich mixture of community-based
services in recent years.

Not only has the need for supportive, in-home services been persuasively documented,
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but its cost-effectiveness vis-a-vis institutional care has also gained increasing
national attention. Coming on the heels of numerous studies revealing significant
dollar savings through the use of home-based rather than institutional services,
the U.S. General Accounting Office has recently declared that, "until old people
become greatly or extremely impaired, the cost for home care services, including
the large portion provided by families and friends, is less than the cost of
putting those people in institutions."

Recommendations For Medicare and Medicaid
Home Health Benefits

Expansion of Home Health Benefits: Based upon the above-mentioned data, the Na-
tional Council strongly believes that the rigid restrictions governing home health
coverage under Titles XVIII and XIX should be relaxed to meet the chronic care
needs of our nation's aged and indigent citizens in a more realistic and humanitar-
ian fashion.

Three of the bills currently under consideration by the 96th Congress and by the
Senate Committee on Finance - S.489 (Domenici, R-NM), S.505 (Talmadge, D-GA), and
S-507 (Dole, R-KS) - propose to eliminate the three-day -prior hospitalization re-
quiement under Medicare Part A and the 100-day visit limitation under Medicare
Parts A and B. On the House side, H.R.3990 (Rangel, D-NY) proposes similar
changes. The Council endorses these recommendations as a necessary first step
toward increasing accessibility of home care and deterring costly, unnecessary in-
stitutional care.

However, the Council also urges that the following three additional recommendations
be incorporated in the legislation:

1. The Council recommends that "homemaker hyphen" be added to home health
services currently authorized under Medicare. The National Council's
definition of homemaker-home health aide service, which has been
adopted by numerous state units and organizations, is appended to this
testimony. (Appendix A.)*

The delivery of both health and socially-related services is essential
if we as a society are to deal effectively and efficiently with the
home care needs of our aged and disabled population. Moreover, autho-
rizing both personal care and environmentally-focused services from
the same funding source - i.e., Medicare - would be a major step to-
ward reducing the current fragmentation in service delivery which
promotes costly duplication of effort. We often hear of instances
where two paraprofessionals go into one home to provide different
aspects of homemaker-home health aide service or even provide the same
service (such as a bath) twice in one day. This change would also
help to free up some funds under Title XX of the Social Security Act to
serve the long-term care needs of the aged and disabled population.

2. The "confined to home" restriction should be loosened somewhat to re-
cognize the needs of frail elderly and recuperating hospital cases to

' All appendices are attached to the original copy of this testimony only.
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get out of their homes occasionally to visit friends and family, do
personal shopping, and the like. Thus, the National Council recom-
mends that home health benefits be extended to those who are "fully
or partially confined to home."

3. The National Council recommends that the requirement of skilled
nursing as a prerequisite for home care be modified by substituting
"professional" for the "skilled" proviso before nursing. Like the
prior hospitalization and maximum visit requirements, the need for
skilled nursing relies far too heavily on an acute care model and
ignores the pressing needs of our many chronically ill and disabled
older Americans. Simarily, the benefits should be extended to those
needed nursing care or supervision, with recognition of the fact
that supervision by social workers and home economist/nutritionists
is also integral to the development of comprehensive hone health
care plans for the elderly.

Many of these recommendations for expanding home health coverage have been incorpor-
ated in recent drafts of HEW's H.R.3 report on home care, mandated under the Medi-
care and Medicaid Anti-Fraud and Abuse Amendments of 1977 (P.L.95-142). The Na-
tional Council had worked closely with staff from the Health Care Financing Admin-
istration, who prepared the early versions of this report, to interpret the need
for a less restrictive home care policy under Titles XVIII and XIX. Although HEW
appeared eager to take the leadership role in expanding home care coverage during
the 95th Congress, the Department appears to have changed its position this year.
The Council was extremely disappointed to discover that previously endorsed legis-
lative recommendations have been deleted from the text of HEW's final H.R.3 report.

It appears that budget constraints issued by the White House have played a signi-
ficant role in shaping HEW's low home care profile this year. The National Council
believes that this is false economics, particularly in light of mounting, factual
evidence regarding the cost-effectiveness of howe care vis-a-vis institutional al-
ternatives. The National Council for Homemaker-Home Health Aide Services, Inc.,
therefore looks to the Committee on Finance to take the leadership for this im-
portant home care legislation in the 95th Congress.

Additional Comments on S.489

There are several additional features of the Domenici bill (S.489) which the Na-
tional Council would like to address:

1. S.489 would require that all home health aides complete a training course
w1i-c has been approved by the Secretary of HEW. The National Council
applauds this safeguard and recommends several important elements.

First of all, the training requirement should be extended to all homemaker-home
health aides, and a comprehensive blend of health and social/environmental skills
should be required in all HEW-approved training programs. We strongly urge that
HEW endorse for this purpose a comprehensive training curriculum* wh4ch has been

*Public Health Service, D/HEW. A Model Curriculum and Teaching Guide for the
Instruction of the Homemaker-Home Health Aide.
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developed by the National Council for Homemaker-Home Health Aide Services, Inc.,
in cooperation with the American Red Cross, the American Home Economics Associa-
tion, the National League for Nursing, and other national agencies, voluntary
and governmental, under a grant from HEW's Public Health Service. Furthermore,
this D/HEW Curriculum should be officially recognized throughout the Department
in all of its home care programs, including those administered under Titles
XVIII, XIX and XX of the Social Security Act and Title III of the Older Amer-
icans Act.

Secondly, S.489 requires the D/HEW Secretary to undertake extensive monitoring of
home healt---providers. The billing procedure# which are spelled out in item four
under "Duties of the Secretary' appear to be extremely detailed for Federal leg-
islation, and would be better handled in the regulatory language. Furthermore,
this requirement should allow for either bimonthly or monthly billing of home
health patients. Monthly billing procedures would save time and administrative
costs - as most clients pay from their Social Security checks and other income
supplements arriving around the first of the month.

The development of "reasonable cost guidelines," as described under item five of
this section, is an extremely complicated procedure in a country as diverse as
ours. Not only must rural/urban disparities be taken into consideration, but
also such factors as unionization and regional salary levels must be examined
for their impact upon agency costs. For these reasons, the National Council
recommends that development of cost guidelines be approached on a regional rather
than a national basis and that such guidelines be specified in regulations rather
than legislation.

Furthermore, we would urge that an agency's overhead costs - including adminis-
trative/supervisory costs - be broken out and reviewed as a separate line item.
Such overhead costs should be limited by a cap in order to minimize the incen-
tives for fraud and abuse in our public entitlement programs. However, the cap
should be sufficient to allow for adequate administrative and supervisory costs.
The payment of excessive salaries and fringe benefits to administrative staff of
certified home health agencies has been extensively documented by Congress within
the past several years. We urge that such practices be discouraged to prevent
the widespread scandals which have been so vividly documented in the nursing home
industry.

Training of Welfare Recipients As
Homemaker-Home Health Aides

The National Council would like to comment upon two current legislative proposals
which would authorize demonstration projects for training and employing AFDC reci-
pients as homemaker-home health aides: S.421 (Inouye, D-HI, and Talmadge, D-GA)
and Section 22 of S.S07 (Dole, R-KS).

The National Council believes that these bills are sound in concept and that such
projects would help to provide much-needed manpower for the home care field. In-
deed, the number of agency-employed homemaker-home health aides in the United
States has grown from 60,000 in 1975 to an estimated 100,000 in 1978 - a 40 per-
cent increase in just three years. Econometric projections indicate that the de-
mand for homemaker-home health aides will continue to spiral well into the twenty-
first century.

48-611 0 - 79 - 24
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However, the National Council would caution that the labor implications of this
legislation should not overshadow service objectives for the home care field.
It is critically important that service safeguards be firmly in place before
such demonstration efforts are authorized.

In particular, the Council urges that the following standards be endorsed as
part of this legislation:

1. AFDC recipients should be trained solely for employment by a home-
maker-home health aide agency meeting basic standards of quality,
as r*;ognized by national standard-setting organizations such as
the gitional Council for Homemaker-Home Health Aide Services, Inc.
The trend toward the use of "self-employed providers" in many
localities has presented serious problems of service accounta-
bility and may also be exploitive of the providers, who often are
not accorded minimum wages or fringe benefits.

2. The employing agency must retain the responsibility for selection
of the homemaker-home health aide.

3. The "formal training program" referred to in this legislation
should be the one which has been endorsed throughout HEW. As
stated earlier in this testimony, the National Council recommends
that HEW endorse the Public Health Service comprehensive training
curriculum, which has been developed by the National Council for
Homemaker-Home Health Aide Services, Inc., as the guide for train-
ing requirements throughout the Department of Health, Education,
and Welfare.

Recommended Changes in Medicare
Conditions of Participation

In order for Titles XVIII and XIX home health benefits to be effective, the National
Council believes that further regulatory changes must be enacted to strengthen the
Medicare Conditions of Participation. The National Council has worked with the
Forum of Four* to develop a comprehensive set of recommendations for improving the
Conditions, which have been carefully interpreted to the Health Care Financing Ad-
ministration. Key among these recommendations - which appear as Appendix B follow-
ing this testimony - are those which strengthen agency accountability by giving full
legal responsibility to the governing body, require such standards as a personnel
interview, job descriptions, and training of home health aides, avid specify planning
requirements for home health agencies.

Certificate-of-Need Requirement Urged

The National Council strongly believes that there should be a federal requirement for

* Forum of Four organizations include: National Council for Homemaker-Home Health
Aide Services, Inc.; National Association of Home Health Agencies; National League
for Nursing, Council of Home Health Agencies and Community Health Services; and
American Hospital Association, Center for Ambulatory and Home Health Services.
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inclusion of home health agencies in the Certificate-of-Need process. Not only
would such a requirement help to strengthen home care within the broad spectrum
of health services, but it would also help to insure an appropriate distribution
of resources within each community, thereby alleviating costly duplication and
fragmentation of home care services in many areas.

Endorsement of Prospectus Recommended

In closing, the National Council urges the Finance Committee to endorse the at-
tached Prospectus for a National Home Care Policy (Appendix C), which has been
developed jointly by the Forum of Four organizations. This Important document
emphasizes the role of home care as "an essential part of any effective plan to
meet fully and economically the health and related social services needed by
the American people."

Thank you for this opportunity to present our views on home health benefits under
Titles XVIII and XIX.
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a NATIONAL COUNCIL Appendix A

for Homemaker-Home Health Aide Services, Inc.
67 Irving Plae - 6th Floo New York, N.Y. 10003 - (212J 674-490

RECOMMENDED WORDING FOR
REGULATIONS TO IMPLfENT P.L. 93-647

HOMEMAKER-HOME HEALTH AIDE SERVICES

State plans should provide for homemaker-home health aide services as follows:

a) Include personal care and home management services for aged,
blind and disabled and families with children who are deter-
mined by the agency to need the service of trained and super-
vised h~memaker-hore health aides.

b) Be in accord with the recommended standards of related national
voluntary non-profit standard setting organizations such as the
National Council for Homemaker-Hme Health Aide Services, Inc.

DEFINITIONS

HOMEMAKER-HOME HEALTH AIDE SERVICES

Homemaker-home health aide services means professionally directed personal care
and hoe management services by trained and professionally supervised horemaker-
home health aides to maintain, strengthen and safeguard the functioning of eli-
gible persons in their own homes where no responsible-person is available for
this purpose. The term professionally directed means individual assessment and
implementation of a plan of care.

CHORE SERVICES

Chore services mean services in performing minor home repairs, heavy cleaning,
yard and walk maintenance which eligible persons are unable to do for themselves
because of frailty or other conditions and which do not require the services of
a trained and supervised homemaker-home health aide or other specialist. Chore
services may include such activities as: help in lawn care, periodic heavy clean-
ing, simple household repairs, running errands, etc.

NOTE: That part of homemaker-home health aide services, sometimes referred
to as housekeeper service, is homemaker-home health aide service and
should meet the National Council's basic national standards for home-
maker-home health aide services.

#67R-1-11/75
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-- t " $/': for Homemaker-Home Health Aide Services, Inc.

" .... A no proit nstionsl stvndard-setftig orgAnizetion

June 8, 1978

Judith LaVor
Acting Branch Chief
Long Term Care Demonstrations
office of Policy, Planning, and Research
Health Care Financing Administration
Department of Health,,Education and Welfare
Switzer Building
330 C Street, S.W., *5523
Washington, DC 20201

Dear Judy:

Enclosed are the National Council's recoemandations .for changes in the
Conditions of Participation: Home Health Agencies. Adoption of these
changes would strengthen standards in some instances, clarify language in
others. These changes do not get at the overriding concern ve all have: that
home care should be available to people who desperately need it and cannot
get it under the current laws, regulations or funding available through
Medicare, Medicaid, and Social Services. Since this is not your immediate
focus, the suggestions we are mailing you today do n t touch the lack oi
availability of funds even for short-term "custodial* care or for long-term
care at home.

The changes recommended cluster in relation to specific concerns:

A. The homemaker-home health aide: We believe that homemaker-home
health aide services should be available directly or indirectly through
every agency certified for Medicare. See the suggested change in the
Conditions on page 8, Section 405.1221(a).

We are especially concerned about agencies which accept an applica-
tion for employment over the telephone from a potential homemaker-home
health aide and send the aide on an assignment without an in-person inter-
view. However, all home care personnel should have a pre-employment in-
person interview so our recommendation is generally applicable to all
employees rather than specific to the homem&er-home health aide, page 9,
Section 405.1221 (e).
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We are also concerned that some agencies provide only on-the-Job
training. Relevant to this concern are the recommendations that's
evidence of education and in-service training be included in the per-
sonnel records, page 9, Section 405.1221(e), that the homemaker-home
health aide shall have satisfactorily completed a basic generic curriculum,
including a practicum or field practice under supervision in the employ-
ing agency and that this training is based on a program recognized by
DNEW, and that the agency shall provide an ongoing in-service education
program, page 15, Section 405.1227(c).

B. The "skim and dump" practice: Agencies may take the ready money,
for example, a Medicare payment for tha number of visits allowed or a
fee for services from a full pay patients and when the money runs out,
drop the service. Relevant to our concern about thia practice are our
recommendations to add requirements for documenting patients' status,
the reason for discharge, and the documented efforts toward needed
continuing care on page 16, Section 405.1228, and for a system of
patient care, planning and evaluation on page 12, Section 405.1223(a).
An example of such a system Is a problem-oriented record-keeping system,
but it would probably be unwise to confine agencies to one system, since
improved systems may evolve.

C. The profit in non-profit institutions: Under current IRS and BI
regulations, a prIvately-owned home health agency may incorporate as a
private non-profit agency and accordingly present a public impression
that no profit is involved. The owners may arrange to receive large
salaries and fringe benefits and otherwise profit from property or
business associated with the nonprofit agency. Relevant to clear public
understanding of this type of arrangement are recommendations (1) to
differentiate "privately owned" from "voluntary non-profit" agencies on
page 3, Section 405.1202te)l (2) a requirement for disclosure of owner-
ship on page 8, Section 405.1221(b)l a requirement that if an agency is
a non-profit one&,' on third of the members of the governing body have
no financial, family, or operational relationship with the agency (it
would be even better to have this requirement for both profitmaking and
non-profit agencies) page 8, Section 405.1221(b)o and the requirement for
the public accountability of a published annual report on page 11,
Section 405.1221(5).

D. One writer for all patient care records: We are concerned about the
agencies which employ a professional nurse or other employee who may work
on the records of patients never seen by that employee. Therefore, it

*Pe are making an assumption in recommending use of the training program
"recognized by DHEW" that the one currently being developed by the National
Council under contract with the Public Health. Service will be recognized by
all relevant DHEW departments -- aging, social services, mental health, etc.



371

is recommended on page 3, Section 405.1202(d), page 5, Section 405.1202
(n), and page 15, Section 405.1228, that clinical notes be made by the

homemaker-howe health aide or person directly providing the service in
the home.

X. The operate-in-isolation phenomenon: An agency which assumes no
responsibility for helping a patient to meet needs outside the agency's
own services, fails to participate in coordination of services between
ajlencies, and does not help the community establish other services to
meet needs for which there are no existing services, Is, in effect,
operating in isolation. Relevant to avoiding such an undesirable situa-
tion are recommendations to require knowledge of other services in the
community and to endeavor to help the patient who needs them obtain them,
page B, Section 405.1221(a)# definition of the locus of responsibility
for coordination of services between two agencies, page 9, Section
405.1221 (g) a 6ian related to community needs on page 10, Section
405.1221 () the system of patient care planning and evaluation, page
12, Section 405.1223(a)i and, again, the discharge summary on page 16,
Section 405.1228.

F. Evaluation: You asked in your letter that we speak to ways to develop
measurable criteria for performance and service. We have tried to set
the framework for the collection of useful data in the" ecoumendations on
definitions, including the more careful differentiation of auspices,
page 3,' Section 405.1202 (e) I stated need for institutional planning to
be related to community needs and program goals and objectives, paga 10,
Section 405.1221(i) a published annual report, page 11, Section 405.1221
(5), a system of patient care, planning, and evaluation, page 12,
Section 405.1223(a), and the discharge summay, page 16, Section 405.1228.

We are concerned about agencies which limit service, to high-density areas
where travel time and costs are lowest, competing in charge-per-hour with
agencies that prbbably have greater operating cost because they also serve
rural areas. However, we do not see any place in the Conditions where a
requirement to extend agencies' responsibility could be written in. A
certificate of need requirement would help.

It is believed that a nutritionist should be added as a covered cost
for service, and we recommend that this be incorprated into the law.

Under Title XIX certification for Medicaid generally follows the require-
ment for certification for Medicare, but there are no standards for personal
care workers receiving Medicaid money, and there are in effect no standards
for in-home services under Title XX, nor are there adequate requirements for
standards under Title III of the Older Americans Act. We believe that these
problems should be resolved at an early date. Consideration might be given
to amending Conditions further so they might also apply to Title XX of the
Social Security Act, Title IZI of the Older Americans; Act and the Personal
Care Service under Title XIX of the Social Security Act. Immediate steps
should be that definitions of homemaker-home health aide, chore, and related
programs be established so that they mean the same services in all parts of the
country, and all agercies receiving federal funds should be required to pay all
workers at least the federal minimum hourly wage.

We would be glad to discuss any point further.

Sincerely,

'AF
Peter 0. Meek
Chairperson
Standards Coemittee

PQN i gct
4."
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5,oartt AcL This setlem of tMh Rv
States a r.lasabgt or SOMAga AqUemalb
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1.isit. asalk?, ta t m.sLy 2d9s301*50
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&,.Itig 2)1 etfl such od0.nvsl Marv.eCos, "d

Kdelete skilled, add professional

the governing body on the reco=Ondation of

(It is recognized that this is a direct quot from the

statute and thus cannot be changed by FHW. It should

be noted, however, that the group of professionals has

responsibilitY for advising the governing body re-

garding patient care policies.)
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ri~l-o . -:Im SI~ tn.e p.*este~ Is t*1u*
A i.21.r s*sall lisA VU cis0 s Me y *3ent7

? 0:S. *i .U*t.. Shlch is yIl tot .8.
cote &Z4 W*055 01 tatiI CSbU*&

(b) Thi renrnunta Included In the
sA8r t ari t additional -athh and
W~ty req:'rements p:uscrJbid by the
5tcretL" L.e sit forth In th comiUori
19 parUcl;AtIon for hoe health jat-
€i e s .

1.1 '02 DotniT os-
As used Im tI subpa r. the followaedtlrason apply: . 4 delete (1) Is a licensed physician; or
it) Ar.Inustreos. hom hoeil-i gh (2) In a registered nursecoer. A person who:

III - a-n , is a full-time employee who

health sntce dmidauatralan d as
Seast 1 year of supdtolSr 7 of adminlis-
trst.y ex, laece In borne health caut
Or rel ated health pnoneans.

M) of eeafelent A set ofnesado,- ,d b a horns health agenc- y, .

(c€ Bret. eiAt. A loction or sh
from which a horns health 5Iflt) pro.
Wiel .orva Wlthl a portle• of thes

total ciotraphic area amied by lbs Pas.
sat aercY. The brach oMte Is us ot
the ho. health agency and Is Jo t |d
su~C~dtly clwe 40Star* &dpdnlatIon.
supenhn. d services In a maXner I
that Iterrrs It unywouay for the I
brLnch Indepednuy lois#t the andl- I
UOAns of Partiipaton as a home beath
gency.
(dl C Mc note. A dat writtemtnottin by .-.. - .".% -. .- , -.. l

of a contact vdth a psVent contanrnlr V the individual who provided the service to
& descrlo of sns and symhtoWmsI
treatment and/ow drug SirM. &Ihe
patu.nts reaction. sd any hangs la In
Physical or entiona tosidion.

(0) NoproAt egen~a. An Xgl~dex. .
*map trom redera Income ts talon ui-
der section SO at the Internm oew&J
Code of 1.4 define privately owned nonprofit agency

40 POX-IODi~i tA" MeM5A person I Voluntary nonprofit agency. A nonprofit agency whichwho:I
(1) Is * graduats of an occpstinal (1) has neither individual nor corporat.. shareholders am

tbtI57 eu.LWUM actredjitd jol~tntyby J (2) has a board *of directors drswq -frda the community,th Conari.-..l o51 ,dJtl T.stoei of Ith the members of which serve without compensation.
AMbeMs Mtedical AssocLatlo.s And lhs
A.=.,n OccuPsUo2. Therapy As. I
soclatlaon or " . I - (definitions pertaining to each discipline should be42) Is trltble for the Nattoal Pe u . cleared with the appropriate national organizations;
tratlo ExamfnsUo. of the An -tcasI
OCuPxtWlal Therapyus~oct*4In: or a definition of homemaker-home health aide should be

(3) Has 2 years of appropriate er.prl. added to this section.es FA a- om-upatorl thecp!sk, andhas s:-I'-.d a Satistactory trade on a
profirle.cy exannalon conducted. ap. Homemaker--home health aider The homenaker-home health aidProved. ar sponsored by the UA$ PubliC is a trained bome care worker, employed by a community

agency, who carries out assigned tasks; in the family's
qr individual's place of residence. These assignments are
cbrried out under the supervision of a professional person
who also assesses the need for the service and implesests
the plan of care.
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4.j..,2(C) 5ea.on'o .- Sualpr L lte-.1 -

},3tt1 .er letc. ex ct€t that iuch detcr-
e.-~.Io.-u c proflclency d* not apply
%-Ith rcc.ptct to pbrsors Inftlslly II~.njcd
by A ZOt.i:e orsrtO.I.w Initial qtmlilcatlo.i
As an :cu3aton3 therapiA sfter Di.
¢embor It. 19I. A

Ia) O:cup:lond erse1ps sauitat A
PfrvlOm w~ho:Ii) buttea these tq~reaiita teoe ceettB.

ant cl*ta6b"d Lo Use Amweketa opa-
ttonal Therapy Assic'sUon: or

(2) las I ;ears of p,weprpfate expert
ance as an occupatlanal therapy a-

IstaM and has ahi ilsd A a CtoY
grase on a p e octmee, enamloatlen co-.
ducd. appwme0 or Adooed by Mhe
UAS, PUmblc ealth fttle . exotl timt

aply with respect to pers"e WIUaI?
,lceand by a State oe arsbls tr wat
%uaU.iUrUoa As an o mpatioaa theliy
asIstat af Dm oil 131?.

4b) Parrel home AeW eveagg 2h
asei that dwveles eM mawla a&
toLibtralswe central lf =be" andj
bma~cls ofitex

1 Phu sW eathempbL A perm whats
licensed as a Physical Uneplat by t
State J1 % hd pactiueh sad

I10 Hoas graduated frem a ph ca
theapy curaleakm apmegd by

ltC The eiuss Pt lhdm Tbaw
Asaoctatlati 4W

IA) The €OunaI otIedld
and 3ospitala Q Ohe Amwsea belA90

3*ssodatie.@
lIII) T-he COuwli a OW MnI i-

tlon of the An ato adl Aucalltam
and thep Ameutea lbyd$M TbaiW As-
socstaia: or

12) jpilw toan wl Mk.
U) Was. daitut to Membefsl by

the Aimedcaa PhYsiaW 111010MAAPads
lta, ow

flu Wats adaittod I* igttm by
the Amaelaw PReutLI Of Zkwt
•Oteraptw& or

till) luxs tadutated. h"M a vkys~a2
therapy corlcuiuz In a 4-Year coUeg.
or uwaversltr appm-ed byatatdeplaut
snert ot educaUol; or

(3) H~as 2 years of appeePristS expert-
*ftce as a physical thaptst. aW has
eWitared a satisfatory aradt Wa Pro-
fileitcy exanltsaml C034=924d 89-
proved, or spa-.*oed by thi U.S. Publi4
Wealth S trce except that sti dctr-
ninaUoa-s o: proid*ency do not apPe.
a 1t;t respect to pecsol WIsailY Ucez1ad
by State or scektiv q, ;i.lcaton as a
p.- ..- at thegapULs after December 31
9i.:or
#4p v Is licensed or regstsred prto.

to Jaunry 1. 196, and prior to Januy
3. 19;.0, ltd IS years at full-lime ax-
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IfrlJc.1 Ir th Ih.? rstrme, 0 l..l?

lhtrapy, Ps r-htcli srvkes w-& rener'red
under th.e oreer anid directionr a, atzenid-in$ and re/ferrin phyflch.ns: c.:

IS) It 9alned outside s.e United

fl) Vas graduated Z!nca 112-3 irom. a
P'%Y!..e.t therapy C€k.'rn a0,P;reved in
tli c.try In w. the curr.:';zm Ass
lo-=atd and In whlkh there I.3 a member
oritanU-lom or the World C=:dcc&UGo
for PhyIta Theapy.

11l) Ileets th requrem s for mmn- I
bersh!,u In a memberoreuanzatias of the
Worl4 Coeierato for Phystcsl

lilt) Hu I 3-ar of expfttsze tinder
the suptrltam at an BiOe mF ti-,r of
the Act.-kia PKtysl.dTha-py AOcla-
tON, and

GoI M"s oue Mmu"s eomnwtsd a
qusltig emanalruo as P-rsibed
by thip Aw"ers y5qa Tharapy As-.-
soclation. '

dji Physica Utarsupsa OltW. A per.
s on who Is licu d as a Ovals tIera.
pst aastant. If apptas"I by the SLate
1n whIch practA& ed

(1) au gr raduaed .Ip B r.yesr eel
less-let ;testos 8*WpCr t b the,-
AerPan Phy ,"c. a r Py "moctthon
or

(20 Ira& 2 rn of sp~ *!*s~ extpert-
*ienc as a physIcal themplat aaaLVAan.
and has achi red a stlafaetm grade
on & pr0o.cflee eaxsmlnaUa onducZ:r.
approved, or sponred by the ,A P~b.
tie Rtalth service. *-pt that such
determosaUow of prof oer do naot aP-
ply with resg-t to pms t. thait hi-
ceased by a &AU e orseebkhln : i;U
McMAnx as a phys ic thempita asabAt
afte" Dcembr 1, 17i .

00) Phyatdsa. A dectte at tka or
osteopathy Irahh~ atutieeteed to praclke
xedtc uc end aursery by LU M:ato I&
wh'cb such funsije or scume is Per-
goretd.

I1) Ps .rebd (eeeMelh nun v. A pe -
son who Is icusud as 5 p atial (To-
C-a'o-nall nurse by the ta In tWshih
practictng.

O fn) Pdmea' Pt.one .A-a cy. The
sIenAr that IS tespon"l for Lhe srvice
rendered to patients and fort.npou.nen-
Lition of the plan o: tnatm L

(As) Porusa.A date-, Ititen
bot '-n by .. .%

-team ssman.W-i fActsa bourt m-%e aasd
the pittents ecapo=& durt.-.3 a el--ns
period oI rns.

to) Polrtzery Cgdrc:r. A p.0's
pro't5-m:W. i agency Jtca.se by the
5St a.

the Individual who provided a service
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fps Pwb!:¢ C eqeny. Asm aortncy c prat*d
by a St3te .: a.loa geern relit.

(q) P-s::r .emih murse. A reTtlicred
nurse w.-h* has completed a bAccalautatet
ece-rea pro;ram approved by the 'a-
tioiit Lejue for Nursing for public
hallh iursit: p:p~rtlian 'or poit.
teiislered nurse Study which |ncttidc
co.ertIt appro-,ed by the National Leaue
for .urs ; for pubic health nuamntn:
prepuation.Cr3 Rrrtmleed nnet. A gra dumt~o an

approved school of profemlonal jursi-g.
.ho t liceried a a regstered nurs by

the State In whlch practicgl. . -
Is) Sociha mrC cutstant. A persm

Wh 0:

(1) H3& a b~catmxeete dexroe Im so-I
Oat work. pIsycholoe. Saodogv. or other
geld relad to social work and he h d
at leal I yeu of ocial work expartanfw
in a heolalt rae stti:l or

12) ITa 2 yow.wolf aptproiate imperl-
erco u a social worlt a Ldt"1 a" has
achieved a atllafactey Smde en a iri
Acltn ex aminamotie cdmuct#, sip.
on'ev@ or asmp nsd by the 0. liubl
riesith S iic. excelt that such deloe.
irdirtlops of profldeyt do not apply
wvth rle-pec to persims ntia licmed
by a Stal Or s ohin tal qmaltllcabloe
am a social weormek slamata afltEsceim-bet 2I.19T1'. ,

It) Soca bwkw. A poroe who ham
a m*sues dere irons aa Chod of modal
work acted.Ited by the Council on SocIl
Work Eduntlon. and hal I year of mocta
work exslaws in a health cens ettng.

iu) Speech p4etoleebl oi* edlolebfte.
A person who:

i) .0eea the eduflo and expert.
ence requirements for a C*rt1fcate of
Clinical Competiri th am spproprite

granted by the Ameorktea Speech an,
Icrar.migAspeelatim: or

#21 14eets the aducallema rmq W.
merits for cortificallaon d a to tis pros.
asn of accuamuating She saperrida.

anesite Mil red t vfoec aum
IV) Subivitllm A compemeal of a

IiUotbfv-tild" health ag IV. such"a
th home care depmarle el a hospllt
or te nursinr dio' to of a health dc-
p.artmenit which Indepentldeniv mcc.i
thme comlditlou of p tlelpatlon or home
be:lf!t a erlcs. A subdilvbon which has
subunits am d/or bramclc.. ia rItarded
ea parert agency.
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1 (3170) Re0.u1aAons N1o. 5-- Subp:crt L

I10 Subanif. A sta].autonw-rous or.
51l1l3Io1. Which PS.is patirts In a
ite.cs'€!c area dtieest from tialt of
tihe l,.rent Preiser. Tw.t subu it by ,-rue
Of tihe cistmi.ce btsvcn It and tht parent
c;reay Is Jud.t4 Iru apxbtw of sharing
adrnisniraUen. staen'islon and scrvlca
On A da311 iWS '-'I the rent c9-cy
and must. the.etfo, Jnde;1ndently meet
the tondetloos Of partIelpsUsm for hona~r~tID gt, I.14L . . . . inLsert

L (x) Sacmewup frpoL A €mptlortt or
the prrttnqat facto- from the ellnhcal
notes and provess uot5e pegatdt a | Star
atbv n which Is subm tted as a mar autor

report to thwpttntiz phyelelai. I
1Y) 3Perrrsf*. Aullisthr| e pro.e- CanOfo

dural sdane by qualifled person for license
th SCOemApttslnnt of a anetim or ac-
1511 dlth I nrt direttUo and parlodle Stand

Anspettion of the actual act of. acons. fprod
pVlahMV the fametinOr acUsfty. Uin of pro
otherwlue provided is thIs aubpgrl St.
supoveisor must be on the premnsm Is 20VOM
th Vorn dos ntot cmooS uai~nUem
ftot A mt apeel f L the dcflnilUnoin this wUet, 0
(ll 40o.M12-49.1o, 49letij,
29S YA 2231, Sea. 17.' 19741 t•

140&1220 Co"eden ef PI8Sldioeas .

7"he bomi bhatb n wWM@ s AUX
aMe In coMplaaee with Ol appliable
ledML, tate. and local laws and rega-
Jaom. If State or applkable 9oca law

prewdse for &he Ifecse f ehoea nlth
a:enqlin art asenq uWo sulect to 3S-
censure mat be apromed by the lines.
Ing autheelty as retllag the stdlads
estatlahed ter rich beeamtr A pro-
prieea orngantma whcth b no. ex-
empt frPn ProemI lame taxasum un-
der Scetion set Ote 60nternal Afetonue
Code or.134asusbe llcoe aa"a home
limeith 2ageocy Iursuant to state Saw. 1f
o.tato law ealsia for the wconsor Of

a procestasy heome health mgeny. It
cannot be cetl.fled 1o part O tS la
the health iaaclfle prrard.
* 403.1221 Candixee of partlpS|ons.

OrI&Wess s" Ze

Orgraintlom. steices, Pro rided, d-
imlnlstraUvw aot'ri. an lInes of author-
try for tht ddegauen o: ". sl y!t
qown to thfpatltat care loe er !early I
sit forth In w itlr; ar.d;tr readily Sten-

nftable. Adrn:-Itrtivw and *Peoevisw Clini.c

0

mdard. General ly, a measure set by competent
Lty *c the rule for measuring quantity or quality,
city with standard" is usually a condition of
ur&, accreditati on0, Or payment for erviese.
rds may be defined in relation to# the actual or
ted Offects of careo the performance or crod*ntia
fossional personnel and the physical plant,
ance, and administration of facilities and program

al management functions of supervision

lSubcoosaLttiLe on Health and the Environment of the
Co mittee on Xnterstato and Foreign Cowerce, u.S. Hous
of Representatives. A Discursive Dictionary of Health
Care, February 1976, pp. 3, 4.
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,1 (3/76) Roxulations ?Vo. 5-- Sulipirt 1; 237 2/76

1_'7 tloi ere not detteised I 2n&t.he:
aren.cy or or&t nliatO~io it.id Ill -rv)¢esrne. proierd ,:rCCtl)' arernoulo:red onI4

controlle.': by the pr!rtary a rnry. IMclud.
irk; services pro% Ided through subt&Mn- ao"

asrp .cn s.rneZ 1!i fc rnr"ha s1b- I
Ur.I'J. apprOp:late ad-nifl ntivl records I
are rInallant2d for each aNUbrnlt

(a) Sfe ndrd:$sr deas royldd.e'rt- P.
tLne or Interna'l-Unt *bW" ursnS t'- delete skilled, substitute professionalsen-stree st tenet oea em.ten.-
peutte WI• - homemaker-home health aide services, and supplies and

cu s therapy a K

b - .... a.t ili b a In. o r
a piace of stdos -te A& C- delete s from services
aorala A pubUe or nonpOat home health I
all mUst provide &I tlasat or of the

iuilyflng services drectly through All agencies must determin, the range of other service
agency eml.ne.s but 15 ProAdetthe available in the contruity 'And must endeavor to proved
second qratlhlnS served and aedSUMMca
asrvlca u.rAr atILAmSnts With either directly or by referral such services for patio.
another staty or or pran olon. A P as needed.
priatary tnOts health agencf. hoswrer.
mr.usl provide oU services d-ectr,
through aZenco emnptoyM .

Cb Ste- sdd:Gorersi.ebody. A governing body assumes full legal authority and resp
a- -.... ....... . . bility for the operation of the agency. The governing

lid 1p .- body appoints a qualified administrator, has responsib
for professional review and cpnducted pursuant to sect

-.d.1-kI . a-plim [0_"2WM"_0
405.1222 and for appointment of
and reviewing personnel, adopts
written bylaws or an acceptable
the management and fiscal affair
name and address of each officer

. .. : Idisclosed, and all ownership nt. - are als disclosed. 1.o member a
vote on matters in which that mel

cc) .tanfeli: AnidnEAtor.h55d interest. If the agency is a no
Vso ....r y *e. one-third of the members of the

_ * _".' " ;. ,m members, having no financial, fa&
srd dir ectLhe aie- wa On-sozg tune- lationslip with the agency.
tions; rn intlrs onlottis Illton Si t he n
the 90% erflntrtodY. the Pasua'! prt
tonl %mrseonextl. and the Irt:- Hrplrs organizes, plans,
qcalj(Ld Fersonnel arrid e.s Ideculto - supervision
star edurat~ni ard et'auatlr'ri ensures
the accuracy of public narm.s-i n.-
tr iats and act ¢ ett : and liipte. !..nts in
5 -C ).e c c' 5 a;- including a patient's bill of ri
tern. A qutied person Is uthrized Zn which shall be made available to

to act in the axetxne 0: th'i ad- representatives,ralilstrator.

or r¢1gtrr¢ rrte. tThe 24iiii nu. lnI, delete skilled; add professional
aid other theraptUtic se%,!¢s pofr*Ied
ae U 6t LutrNIion and CrCLstI

5

rits

nnei-

ility
ion

professional advisory
and periodically reviews
equivalent, and oversees
s of the agency. The

director, and owner are
erests (direct or indirect
f the governing body may
tber has a direct financial
iprof it agency, at least
governing body axe outside
sIly, or operational re-

ghts and responsibilities
all patients and/or
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orli j'~,dnor:%i rrivc! rouwsp t
ir'y lo: a rli,.aJ .3 e)V 0! nurhi2

cA:io.w% and aIsp put.!-ne ?. mih r.-s;).
lh ptr%,. or Illitl t. ualItJ Alte-
nile, Ii -v.llbg pt iii tites d.-in.
eoitgitt.c h*aJs aod p tI;.li .1 2lt.

l rclevs-nt to the W,!'Mo!etao
s.,;c2 provda d. iiiurdin: t. .
It,; of qul.ltibctiaos and enPs; Ilgn.t.s o.

(.,. coam ucsrf't. 14U2CiMti' i W. k*W 3Cr-
&I. b.d i.iOd IlnJd AfiudoS. In i,
Ap~pvaeis.

(e) S.cn!vd: Persatn l SicL Pe.-
staisne prasticis and P.SUtnL Care et
vj Oetcd h O ;ill. bwyirIten pt"

419 S1exterd: Pe'sonnsa sister Penr.ye
ar per l"* contractl. I1) If ;eronl.*n
WideOrboeu i pea 1li01 M is an,
utilize by the homs h'ilib 3se. 8 .IOmIs
Is a %Titten cwntrct letwern sutll p1r-
sonnel mad lhe aseMoc3 Ga 00iu-

(I) "hat iaituencs are AMW* Len ms
.nlr b" the p'i.ar7 hoe halxlh e;ncW.

a h . Tst sen-Ices to e iti tedd.
lDii The neessity 1o t@ ( o"'T to AU

spsicablr. it, pawks II rte'in' pe-
Sonal eaU31iallent.

I ) The& reVpon,0111ti for P&A OvI-'
lng in developing plazas of tmLmeai

4) The nanrnr in whilil servlus will
b:" eaeroiled. aadinst and en-itlush
by thsprlltafr lelrT1r, -H

Ilta The procedures fmn-'bmft.i't
Clinical and p.arreu hoait,. be 1esai of
s.Uii. period patient ermlualla% And

Itt, The Procedurs for deiaryalaI
chans sad reml/buntmmt.

gI Slandetd: Coortbee~ee Oftpsilenl
acerlf as. Ali Personnel p*erldinlg $"int"
maintain Dliwe to xnaru thai thdr at-
forts eaectircnqeoNttemIlt 4e another
rZn Lupport the o: ou'IL
Mat. plan1 of trow'.L Ih - FCC-
erdenmin :utA a. a A a rncaa tinh.
14h trilertl LaI rebhe ,ge rport .x.
Mid co4,Vdtns!ed patent Cval--tsie. does
occur.A i-rlt en swuartr re$oar. fo.nch
patient Is xznt to that t.-taa:z :phyaeira

.l.-st -rerY GO d % '.
(h) Sf'ar~crd: Serr'ces aaidP C'Mt ;1

.ents. Seryk -. -

li.*04 .14kI. 1
_; Ho .-

All personnel must have a pre-eploymnt in-person

interview, which provides indications that the individuaL

is able to wet the requirements stated in the job

description and communicates effectively.

for all categories of personnel

evidence of education, in-sexvice training,

.. 1

supervised

. The locus of responsibi ty for coordirAtion of services
between two agencies must be clearly defined.

" provided with another agency must be subject to a written

contract conforming with the requirements specified in

405.1221c v)o.

1Medicare Surveyor Form
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'lI . ,.crd: Irsliufutio m has a mechanism for a conscious planning process.
rrz:) a cl t,e ;'' .e. 1tj.[ pr es it

.. ::, 7w "which encompasses a statement of goals and objectives, a

(11 Annu. 61oalr-9 bud ef.Iereti program plan, an annual operating budget, a staffing,
an e.-.3ul opentLrg badget which L%- equipment, and capital expenditure plan. The program plan
c€i¢s ll ant!cipatei Intosa. and sa-p'aids rt.d nc to linem sh "h * should reflect an effort toward coordination of the agency's
=t,- geneuray accepted aecootf= home care program with other services in the community.

p,'m'c!;ges. be €ocsidered Incomt land ez-
rerse It.-J (except that It is rot rs-

uire L zt thtre be prepared. In ca-zectla ,rlh aar budze%. an Iter by R~em
idencawtla o, the eoaponents of each
type of antlelpeted trcowte or expense.

12) Ciitey e *zpf atnfr p1.5. iii
Therl Is a capital expendltture plan for
at l#&%t a 3-yea: pe;iod ItncludlAn the
year to wbich the eratit budget
ed-trlle In paragpph 1)41) O ths

aectiws Is &>pUcable). which Includes end
IdeetAss 1' detaU the anilclpa a
sOU-cti *$ Wiensc g for. tad the objet-
Una Or, . 21 L".tlclpmtd expenditure Ia
*Xctw of SIC0,000 for IWQ.s lrhch WoJWd.
Uef stnerely accepted e¢c u. -s
pr L .c!;A~. be considered capital Items.
1" €oenan-m£Mi If a asZro Capital aspen.
.<ie.-'e ex.d~e.a 1IOO.C;. the coat of
sludles es. detsre.- Plane. Wailedas
d.-a l-s, specE&atfO'..%o. M.4 o. ht 8c-
tlCes esswstW to the acqeusl~ton. I=-
pro-nstent. Lncdetnlzatlo. expasion or
reptcctesga of laUnd pant. bulldin.,. ad
aqujpatet are include VXpndlturm
directly or Lidietlw related to capta
eXp enctues. Such as Irrdinz. pakviLn.
broke. coaamlsaens. taxes Lassd dc-
In; the cc-zsaluctlos pe'.od. and to$:S
Anvo-red In 4e1eOtS SWA Or M1zl9 strun-
t,4rn o Ip=d are also Lacluded Trari-

ctfsu+ v!ch s-e sepasated in ti.e but
are eampoeiats of an Overall Plan Or
patient care obJ!~rs are vewed In their

wsti-? rlthot reard to their tInm.d.
Other cost re'.aed to Capital MZ4d-
turs L-cude tit:* teeS. permit and 11.
Ce" teas braleer commIaL o. artN-
tect. lesaJ. accouatnOLg. end appra4a
ft" Intg-es:, finance, or c€rr)tr1

charges on b"-s. r.o es ad other cort
L- crLed forborexLU; fen4d.

cU) If the anticipated source of such
griazLng I. La &ay part, Vie xnL'clate1
rrib,-ae--t fro= Utle V (ma:ern.4
and Chi!- It cath and Ortp;!.d Ch'-

e.-a's Ser!ces) or title XVIII (Wea!th
13-%a¢snj f or the Aed ar.d Dabled)
or title .LC 4Grants to States for WtedI-
Cal Mssl!ince Pero-yar.s) O* the SoC121
JSecurty Act, the plan states:

BEST COPY AVAILABLE
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4ei%,'ht'htr the prowsed c tl t ex-
p.ndlcurc Is rcruired Io (o:rire;. or Is
I'itel i %F1 rcujirc4 to Co.fJorm. to cur-
rent stsva ords. cr|'i. or plAns dtpel*
ped pursuant.. the Pubtii 3'lesthZS rr-i

ice Act or te i.fe-Lal RetardaUsn laccil.
t1# snd Co. unlMU , Meatel Ita€th
cenrs Ci ' elJ€toa st ofi 11. to meel
Uhe need tor adeque ta health care faeWu-
te In th. area Cerfred by th, vsa or
pams so deveapid; o

4 eb) Whether a capital expe hture
p.-09oae baa been submitted to the d4AVs

I plSa~op a 9e0raor faPM8ro! pUS-
WuestL to acete 21222. ofe osoete Beau-
slwr Act (42 U&C. 3320sa4.1 and apisa-
wontlagrswuott MAn

(e) Wheher te de ims l. planolap
AreQ has proved row dtsspproved the

P:Opo. Ue&; d 0V9441aw th ts hscown as€ preo:.MnI& llp~nU*
(3) Pret o fe f, es " e bx

Thae veraa p!a" and buooe Ia prepared
Side the d1,eet~etj ef the gelvernsia
body of the hbarv-nsgth ageneP by a
comodper ceinttag of eeprestntaUvea
*! the gov eniag bod . the ad Lara*

re stZ. and the Medt a alS (I am
ot the hme healt stse .

oil Anea ?MMe D~IVU aa~ budget
2rte worea plan aid but4 LI iewned

la pdtd I3ss anIIA by the
qommntte, ,etered to In parSMlk

(1) (2) o thIn s toa under the dtret"Ioe
of th gevur raw, booof thebeaut# .h"I

(33 M 12090#Aug.27F19
6B;an

amended at 33 Fa 1864?7,Dao.
18, 1968j36 Fa 7050,Apr.1,-.
1971038 FR 18979,Jul 6
1973f;l0 FR 2 r32SJu 5
1975; 410 Frit 61Dc~.V5

.10&11=221 csssR W or pal"ail n
Croup of yuefess;"8e pwafLeel
A suat prorehsglteewl,'

w hlIchlIatIe iscat lc us 1,onpyllu & rid
oeo icgetcrtd nurse Iaitefdlrbl P. pubfla
Ja-ltl mSOWS% Oti 16Ith 9PProo.- UOOeP.
ritenratl-a irm other mwaabeestna dis-

Ith , zeOaai -Ild. .ra C s -. I
series o:crrad. e. ,retlai" rai, Jsiurce
pOIo0.M mreQCii mqtaiton fid 1l9Ai
of treatiWett, C-rrcilcy care. clinilcal
ireore-s. inimrovsee e~j~ptlis. swi4

of fthe g.... i ... IM.. 0. 0&

- N5 4 1-.:... . -

(5) Annuil reSport. An ""ann -report of. ,activities in-
cluding the names of the governing body e" a certified

public audit s&al bb published eWA be available to the

advisory Co'siitea representative of the services pro-

vided by the agency, and

and sfnst&tjve personnel

recommeands Policy to the governing bokly

At least two members of this group shall have ?"e

family, or operational relationship vith the agency o

any affiliated agency.
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$J'I.t i. ' i~h . g vp o! proft .ilo .al yptr-
tonnel rr4cU fre urntly to v4~l', t l,a*encyj em' pborce'lc;.e1 l ,.' to f,4,I'4Cl-
p1e i1% tht tv5ltLSt.of Ih hit .:Cfys
prer.,m. f.d to eet-t the pgencf In
sn.llnLaLasiz rlson With, ouhcr he.llh
te4 p.1idett -S In tr e eclllnnuty Anil III
Its cis.Miun%1y 111forriatiaot liredrtm. Its
mncetiSr Pie docunmeited by da.gd mn.

Me3 41W 1ne t stileadws 14 %bo signed and

ICOL223 Camdlio., ofr lba .lcpaleng| Hotes S 405.1229 should be placed underA w f I. aaoartele g e* taet. S 405.1222 and sections should be renumbered

Pataeuls wte acirptedl tr treatmmt Ic€ordigl
on tUe basis o as re sonaabti eepaatlem
that tbs pallat% medial. -,ufLmb al
sew 0 "f uNdse sbal sdeeetelt*by the
asenp In te patimaif plate e t l.den'ta. Care follows a witten $plat ofi•reautamt eat&Wlad and pertd r
Mitswe4 b7 a u ad aoe coal-4IAU"emw tM e of a
pbys~tufsa.

43stsesad: plan *I 0rsiMel. b i
pWIP, o tzalmmiunalabith th-e saw A system '.f patient care, planni ng, and evaluationpoertinant wa :*UN6. jach~dws WW" Is evident in every agency. itatUa, typesa at ase eqabs=4 eaenc.
entered. is of~a5a Iala hte re*Mesh6
ehabittaten potintlal fuMtatle Um-

ILttisa ae, Uts pseenltte4. lemdplttesai
seqmiramumts. smodisase mAd teal-
Mabh. any aMrew Wames boe NeOW
agau"s tary. jnatrsletim IM UMt.
diseb ess ornatern MWny ethw ep-
propates Itaews, Ur a physldan ea as
patent Uder a p n 1 tof tsMat whIeam&Nt be cret ed gala sue, an
awaluIaton sT, the phyideaa h *t.
sultcd to approve aditiem a.- =011a.
liaoj to tp eutnAW PIa.. Ord*- 1*r
therapy sevice hnewld s Spesil N-00.
Cedere amd eoedaile ks ae Ied arsi

enegAl, SLrtqeeasty. aned duratlea
1%6 theruI t and ew h eMr 0:=7 parsn.
stniMpAUtcals i a elexla the plan ef

astment.
Co) Slendad. Perte mra ss. oe

W rnetasiaL The tatelalj. s tra tatA
Is oeewred by the sUckiux Vphslat'
aMd Mna health saane pirsanmi as
often as the swertly of te p.". lle
cotltl --21 lsqimul"4 but ait res.. encsevery 60 days. Agency aro*e jom atae
Pro.emtY alrttiete pyelda to sethwi~es that stoycet a need to sitar time
Wlau of Ieatmment.

Cr fcn u1darUcem nLWA". e phy-
aksen's, deders. Drugs end tra.t-neq( reMadewdniaered by isagy al 4 enl- a
ordered by the Pta:eIxn Tnie z ors .
thra'ist Iznedt at y records & W sr. I.era! orders mind obts'ns the pi~n!claeea
eftntrdcrmlnature. Aeanry alr clte all
feedlenes ai patient my be taktrngo
Iderstty poois ile~e rgtrs~
or raven.p XteUo.1. SUPIA.am' aide et.fects, drug alkles, isaid eC tr dtn:.caua5
3miaeito.,. JLtd Ieroe.ply re~wart4 any

L U W j our~=sec,.T e. -> -- delete skilled; add professional

The. home healUe scea.rY Waeres~
gMlllvd nuersleai sernlcs bv e; "er useksilsisn of a rcrI~evi m:.*re endl In delete 9 illed; add professional
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(S"~ Cern.,aLct. Slo, v hw ali.

43) .StC9:,cadr: X'r1t'Ca Of At. ;C0s
rrrsr. The rglstcr nuse A,3

evft*-%fte3 th-: Prattent's anus~lt.- rt
1I-i. the plan or treatmen. as
r.C~an~xry" revs'o.s, prodes thole act
J:u z'a zldn. suabtantWaI sptcalz
trauc!n. Alai. inItiates uappropaLato p
venatve Pad rebabUltatire sardnr pa
codures. pears 9Un c€l and procr.
rao~ta. cd Informs t1
phygcim aud other psas no ,
0-ases In the patlentes coodjUan i

poreds. Cooutsas th e patient and ia
La meU/no ntgas o"d related ur
rart'cJagea in IIUseteIa prora, C

iepm
4
sm 04 lealsem other nigal

(b) anL d*j2Wofte1cps
pveti* rs re. The 11it Urcud
burs pow sa tere In accam,
with acenW polictssv prepares acide
wnd wauma note smists the Wl
wndor re.taerd murs. In paciormls
o>eclaiwed vrowu., prepares e"gul

ment a4 tistlt ra for U*eamsth t
sacalng JOpU, Wehaj s. rewire
mudis SaL the paltr ato laub" c
Popzt=aesri, w teehaom -a.

B3 72 22090, Auguaxt 27,
1968, as 85es~8 &t 33 FA
28S47, zeasoe 18, 1.568;

3 18V78,. -July -16, 197i
S40L.1215 Cenlide of %-vm0

1
sl

Ano tia" nrve7 m am off erd b
home health camoor ilitetir or tied
arrasersml a r ie by a qrostdfl

.s ma sand . the muperpisie ofe as ;%
zed thera ia aewodflI@ with t,
rpau of traakwLmc IMS qus31ie4 Lhe
&RUZ usif tMe PhY2lelas I= eyult
lerci of fuce. hae deretep the PL
Of tr"Wt'aet reyjalc 03 USCMuS
pr1ws glwuid and prosress pot-,ea
rises end conawalts with the andfat
ewhit eaenc$ personnel. and pa tics-

CaL) Sranda~d SzPrpeV'boA o PjAII2C
therapist cisutaA and ftCCepfihn
aVrap~j assisteiiL semscs provided
' a tid r h~~~ thepist msaa

hd
I.)
C4

.) for all patients,

Id

0.

of has rpeonsibluty for coordination of services
nW

Ur

J1

t

ml'a

Is

he

I'J
b.

BETCOYAAIAL



385

21?2 9175 reulations ??o. r--s..dpavt L &0.122

a" quj-%!t5d ezclw~ulw." x~rsta. Ij*
ant eMiy %,' ruranb :!&~a-I.r lIhe sl"r
ml..m G: a r:az lrsm vh~s.al or 4up)l-
t;0:31 ..1 e A v.!isald thtra-.Lst a%.Stll-i'll Or M.-U, l t.l herx ri LA%.stat
mcrfo:, s ua ! eaa4,emdt #.:1 "e ;d, -t41
WprJ-4 1,7 the thterap:t. Ims lot
msop~rsnx cIUlawi rate MWd pprkTo
Imcts. and p3WPAtm In e1CAUAI he
Wtnt &as adw. W.A I 3 m avcoa

lb) S-'19P&d. SintFvTbh* Of Offl~ch
hsp ar pemlud n r sm.e.-tkewb 8aeeh"erp stum

vblmat uae #,"emk Pa~t~a

L03 MR IM09, AvWJst 27,
388, as &awan , at 38 R
]$M~, Octaow 2, 197,11 38
3r 18.978, 347 16, 1.9737
w45ed. sa MOi4le a tl

a" dren Mr a %ma ,,d w" woer orby x q myl a iata asdst tea u r
the quecAi o d qa=e"l oocw

veruw. mA" In *sreie" with the wale
ot tfatmt, TWO sa wee'lder Is
the pby,.d=s*M ethe loan smimsers
Sn m adnt"Udsa thi lgm at eel

a emotsi onal a ser e to the
twaUth prems. "ps"Pat4. Is the do-
telm~eatel he ola .1 tsm oftma. wt.
pares alal a prvem Wae% W.ON
Wlth the family. IUlUm reveaw
eonmuwt Emuoa psudalst In 4a.

shamr plema" a" laseetee prossmeaw
aSd mas saa c nma" Io otbe "vo

i 4903.1227 Cond~ql. of V4aelpa4eua
Itl e..a~aiI .~helIA swwl.i

Vo-e heth aieSW a4 sCeUCtd on the
basts a: such factoes as a, sympi~thelU4
attltide torsuad the care €t th al€cI.
ab~ity to read. iwr1:. anid cart- witP 6Lc-
tiot.m. Pad rmaturwity mid abA y to dea
alrctinvly Uilth thy demAods of the Jo.A.
AIdol "re earc'04 trined In wr.ct h.s
Ca aI~tBitts to zcOlPr YAVALABL

BEST COPY AVAILABLE



886

44. 7-76 R.UL.TIO:-S 10. 5 - SUS'M-I L

err-: t.!' tbM .PrlnifIp' o nutriton xrvcl
Cr-,. tl~r.ml 1-.."va ;is oft llhtea-, pI';o¢duL'e-
1W: r'-%6%%--ld0l:' 9% 91c.An. b.:9l Lh.'W, And

:"ta.-tr cta l ewrmnrnen. chbn g lo1 pa.
te.sWo COrdlilon that should ba reported.
iV'Crk of th Penc and th,) hrhh Wim.
¢'hle. conridenUtallty. and recordueep.
M.". They 3re c -asy tupenrtscd to assure
Vt.l: ctnretcn:e In proeIdn; car.

(see C"mcUcut and Ollm Addeltd la
t10 AP;O a4L)

(t) SicadaM: Asvfamesl and dits
of hhomue eelh aide. Tue hooealtih
ales Is 9essed to a pIrUculr PiUwnt
ba a is Lstered nurse. Written Irlmvuc-
toIs tfor pti.nt care ore prepaxtd by a
rri'.aosred nurse or tharaiist as a|pproprl.
ae. DMils incAde the pftorman:e of
Itle liedures as n extension of
tjw.PY smvrl, person! care. em.
bWation and cerese. household servIcel
essential to health cae at bome. subt-
Panc with mtdleattons Ut ipre ordlnsarily
sel-acts.anterc& reporting ehain:ea I-
the p2Ucnrs corditlons and 3%ed. &nd
cornt.l&U.%v apropn-ate rscerds.

lstered nu.se, or appropr ate 1welrse!onAl
staff emeWer. It other servIcs tie pro-
vJ ed, make a sumra nor visit to the
patient's restdence at east every w ctks.
eiL.r when tsl ile h present to otrre
xi d rstt. or whert ths aldo Li abseM. to
As.ass elUtons"ps and dterminle
whether goals ae being *etL

(sea 9uaSKatrseiLa Adendum La i'.s
APppladti)j

153 fl 12M9, Augsat 27.
1968. as rtnded, at 33.YR
18,48, Mecomber 18, 1968;
38 FR 18978, Ju1Y 1, "19717
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APPENDIX C

A PROSPECTUS
FOR

A NATIONAL HOME CARE POLICY
STATEMENT OF THE PROBLEM

Home care Is used throughout this document to make explicit the
blend of health and social services provided to Individuals and
families in their places of residence for the purpose of promoting,
maintaining, or restoring health or of minimizing the effects of ill-
nes and disability.

Home care must be an essential part of any effective plan to meet
fully and economically the health and related social services needed
by the American people.

Analysis of available studies and current use indicates that approx-
imately 1.5 percent of the total population of the U.S. on any given
day needs home care services, according to the Estimate of Home
Health Needs, published in 1977 by the NLN Council of Home Health
Agencies and Community Health Services. The formula used to arrive
at this estimate of need was based on current knowledge of popula-
tion trends, hospital discharge rates for people with and without
chronic limitations, and utilization of home health services within the
mix. of the seven services now being funded through the Medicare
program. However, the potential need for and the optimum use of
home care have yet to be established through definitive studies. This
is dte to the fact that the necessary range of home care services has
not been generally available through coordinated delivery systems.

Historically, the tendency has been for services to be developed in
response to reimbursement policies. This has contributed to duplica-
tion, fragmentation, excessive costs, underutilization of preventive
services, and other undesirable results.

An effective home care system does not now exist in the United
States. The financing of home care, by both public and private pay-
ment agencies, varies greatly throughout the country. Current home
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care laws and regulations are inadequate and, in many respects, un-
responsive to the needs of the people. This situation has been docu-
mented in published authoritative reports and is evident in the dis-
parity among the home care benefit entitlements in federal and state
programs such as Titles XVIII, XIX, and XX of the Social Security
Act, Titles III and VII of the Older Americans Act, and other govern-
ment programs.

It is proposed that a home care system, as defined below, be de-
veloped to meet the home care needs of the people and that financial
policies be established to give logical support to the system. In recog-
nition of this basic view, the Assembly of Ambulatory and Home Care
Services of the American Hospital Association, the National Associa-
tion of Home Health Agencies, the National Council for Homemaker-
Home Health Aide Services, and the Council of Home Health Agen-
cies and Community Health Services of the National League for
Nursing present this Prospectus for a national policy on the admin-
istration and financing of home care and call on the federal and other
government entities and all other concerned organizations, agencies,
arid individuals to recognize and observe the principles for a home
care system stated herein.

A HOME CARE SYSTEM
The objective of this prospectus is to encourage the establishment

of a 'ome care system that will operate according to professionally
approved standard and that will serve and may be used by all Indivi-
duals for whom home care is appropriate.

A home care system is a coordinated network of preventive, treat-
ment, and maintenance services. All home care systems should include
the essential elements stated in this document and must be integral
parts of the total community health and welfare systems.

To ensure the availability, accessibility, acceptable quality, appro-
priate utilization, and financing of home care services, it is necessary
to have an identifiable, effective, and efficiently administered system
for providing home care in a defined community. Each community
should be enabled to determine the particular administrative approach
which will best serve the needs of its people.

The following conditions are essential to ensure in each community
the effective delivery of services and an orderly continuum of care:

1. The system must be readily available and accessible to potential
consumers and providers;

2. Uniform policies, standards, and procedures must be established
and enforced for the administration, delivery, use, monitoring.

2
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and evaluation of home care services; and
3. The home care system must ensure the availability of primary,

secondary, and tertiary prevention and treatment services.
(Secondary and tertiary treatment services include intensive, in-
termediate, and maintenance home care.)

Intensive, intermediate, and maintenance home care refer to cate-
gories of home care services which, according to each individual's
condition and needs, are organized and coordinated by the provider
primarily responsible for management of the care plan. The required
health and social services are mobilized as necessary from various
sources. The identity of the primary home care provider depends on
the individual's dominant needs and the conditions governing effective
case management.

e Intensive home care is provided to persons with serious illness
whose medical condition is unstable and who require concen-
trated physician and nursing management. Such patients would
normally require in-patient care if the professional, technical,
ancillary medical services, personal care, and environmental sup-
portive services needed were not readily available and profes-
sionally coordinated by the appropriate primary providers.

* Intermediate home care is provided to persons whose medical
condition is not expected to fluctuate significantly as rehabilita-
tion is achieved or the disease progresses. Such patients require
professional health services and may also need personal care and
other environmental supportive social services.

* Maintenance home care is provided to persons whose primary
needs are usually for personal care and/or other supportive en-
vironmental and social services. The medical condition of such
persons is generally stable and requires only periodic monitoring
to ensure maintenance of an optimum state of health.

Rationalization of the home care system according to this concep-
tual framework is basic to its effective organization, administration,
and financing as called for in this Prospectus.

Home care is applicable to primary, secondary, and tertiary preven-
tion and treatment services, as described in Preventive Medicine for
the Doctor and His Community by Leavell and Clark:

Primary prevention and care are directed to the apparently well
population for the purpose of promoting general optimum health
or the specific protection against disease agents.

Secondary prevention and care are directed toward early diagnosis
and prompt and adequate treatment, as well as adequate treat-
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ment to prevent sequelae and limit disability.
Tertiary prevention and care are directed toward rehabilitation

and the prevention of further disability.
Individuals' needs for preventive health care and treatment in rela-

tion to their physical, emotional, and environmental situations are
the basis for deciding whether or not home care is appropriate. The
administration and use of home care should not be restricted by cate-
gories of disease, disability, age, prognosis, or financial resources.

Home care encompasses both the health and social services which,
according to the particular needs and situations of individuals, are re-
quired either singly or in combination to care for persons in their
homes when this is determined to be both desirable and feasible.

Elements of a Home Care System
Individuals in need of home care generally require professional

guidance to establish the most effective plan of care. A home care
plan must be authorized, supervised, and evaluated by appropriate
professional personnel to ensure that the plan is timely and properly
carried out and that the services provided comply with established
standards of quality. Consumers of care at home are particularly vul-
nerable to exploitation. It is essential that providers of home care ser-
vices comply with professionally established standards and be subject
to regular external professional and financial audits.

Each community home care system should be based on continuous
planning for necessary and orderly growth and development. Planning
strategies should be responsive to gaps in service programs and unmet
needs as they are identified. They avoid unnecessary duplication of
services and of provider organizations.

Home care systems must also incorporate at least the following ele-
ments:

1. Home care services, which include:
(a) professional assessment of health and social needs;
(b) establishment of a plan of care;
(c) professional preventive, treatment, and maintenance services;
(d) professionally supervised personal care, environmental, and

other supportive services; and
(e) centralized professional coordination of all services included

in an individual's plan of care when multiple services and/or
providers are involved;

2. Formally arranged administrative and operational links among

4
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provider organizations participating in the home care system;
3. Uniform guidelines both for the designation and role of the pri-

mary provider according to the individual's condition and plan
of care and for the primary provider organization's professional
and administrative responsibilities;

4. Participation of health care institutions, community health and
social agencies, and individual professional practitioners to pro-
vide the full scope of preventive, treatment, and maintenance
services;

5. Administrative policies that adhere to nationally recognized ac-
creditation/certification standards; and

6. Arrangements for external monitoring and evaluation of the ap-
propriate utilization, quality, and cost of the services provided,
according to established professional standards and prudent
fiscal policies.

Financing a Home Care System
Financing of the home care system must ensure that all persons

for whom home care is appropriate will have timely access and en-
titlement to such services. An individual should not be denied home
care because of diagnosis, disability, age, prognosis, or financial re-
sources. Revenues for home care programs may come from public
and private third-party payment programs, self-pay, and charitable
and tax funds.

In order to create and maintain a financially stable home care
system based on the principles stated in this Prospectus:

1. The financial requirements of home care provider organizations
must be fully met on a timely basis and must include:

(a) the direct and indirect costs (current operating requirements)
of providing services to individuals;

(b) training and educational expenses;
(c) research, planning, and development expenses; and
(d) capital requirements.

2. Payment to provider organizations in accordance with each pur-
chaser's use of services. (Any apportionment that permits a pur-
chaser to assume a lesser responsibility is not appropriate and
does not alter the total financial requirements of the provider;
rather, it requires other purchasers to make up the deficiency.)

5
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CONCLUSION

The organizations that have prepared this Prospectus are committed
to furthering the early and effective implementation of the principles
set forth in this document. They call upon all concerned individuals,
organizations, and governmental entities also to promote and support
the development and expansion of home care systems based on these
principles to ensure that home care services of an acceptable quality
are available.

Assembly of Ambulatory and Home Care Services

of the American Hospital Association

National Assoc-ation of Home Health Agencies

National Council for Homemaker-Home Health Aide Services, Inc.

Council of Home Health Agencies and Community Health Services
of the National League for Nursing

6

Senator TALMADGE. Without objection, the subcommittee will
stand in recess, subject to the call of the Chair.

[Whereupon, at 4 p.m., the subcommittee recessed, to reconvene
at the call of the Chair.]

[By direction of the chairman, the following communications
were made a part of the hearing record:]

STATEMENT OF CONGRESSMAN SAM M. GIBBONS, CHAIRMAN OF THE HOUSE WAYS
AND MEANS OVERSIGHT SUBCOMMITTEE

Home health is a great idea that has simply gone wrong. Congress is now
considering several proposals to expand the home health program under Medicare.
Some of these proposals have considerable merit. But we cannot, in good conscience,
endorse any of them, unless we also simultaneously do something to bring the home
health program under control. Allowing expansion without additional controls
would be tantamount to dereliction of duty.

I think I can best sum up the situation with two hypothetical stories that reflect
our current situation.

The first is the story of an old, frightened man or woman who has been hospital-
ized and is anxious to return home to familiar surroundings and get away from the
sterility of institutional care. But some care is still needed. If we can get this person
out of the hosp tai, everyone will benefit. First the patient will be more comfortable.
Second, the bill that the Federal government is paying will decrease. And third the
hospital won't be providing its sophisticated services to someone who no longer
really needs them. By providing home health services, we can bring this situation
about. We have done so, with excellent results, thousands of times.

My second story involves a businessman who is looking for a lucrative invest-
ment. One day he visits with a promoter who tells him that a home health agency is
the Holiday Inn or McDonald's franchise of the seventies. If the businessman will
sign on, the promoter will provide everything needed, from the staff to the patients,
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and start up capital can be borrowed, with the government paying the interest on
this money. As President of the firm, the businessman can use a fancy car leased by
the agency and paid for by the government. He can visit faraway romantic places
and the government will pay. He can use staff nurses to beat the bushes for
additional business and give solicitation gifts to hospital personnel. And he can sign
a long term contract with the promoter to give him consulting services. And the
government will pay for it all.

My goal is to make this second story an impossibility while preserving the
benefits of home health services. We must determine how to provide the services to
those in need and insure that the benefits accrue tolthem, not to investors.

How can we get from here to there? It is my contention that Congress has, in the
past, been more generous than wise. We have tended to act more like philanthro-
pists than accountants. The people want cash without controls and we have largely
given the people what they wanted. The current attitude of austerity, however, is an
indication that it's time for a change.

HEW responded to a Congressional mandate for reform suggestions by saying
they didn't know enough to know how things should be changed. But HEW does
know enough to support liberalization of the program and there are now no less
than 15 bills before the Congress to do just that. I believe the two issues should be-
must be-linked. There should be no liberalization without needed reforms to cap-
ture some of the additional costs. I support the idea of removing the hundred visit
limit and the three-day prior hospitalization requirement but my support has a
price.

That price is the imposition of needed controls.
For a start I believe that home health agencies should be required to have a

rising percentage of non-Medicare patients and should be placed under a certificate
of need program administered by local health systems agencies. The existence of too
many providers in a given area tends to drive prices up notwithstanding any
theoretical beliefs we may have about competition. I believe such requirements
would raise the quality of care while lowering costs. We could also get rid of those
home health aides my staff identified in Chicago whose sole training consisted of
eight hours of observation. Patients deserve better than that.

In addition, we should require founders of home health agencies to post their own
initial capital and the government should stop paying the costs of borrowed money
used to start an agency. This will end the situation that currently exists where a
home health operator overbills the government, collects the money, and then simply
walks away, having no direct investment, when the government tries to recover
overpayments.

We should allow and encourage the imposition of civil penalties on those agencies
that do abuse the system. How else can we get rid of the situation in Chicago where
nurses were pressured to understate patient progress so as to maximize the number
of visits needed? I am sponsoring a bill in the House that would permit the
imposition of civil penalties and I urge your support of this needed legislation.

There is also a need to take direct action on the question of costs. Now we operate
on the "reasonable cost" basis which means that if all the home health agencies in
an area give their personnel Cadillac limousines to make calls, then this is a
reasonable cost that the government will pay. The Health Care Finance Administra-
tion is now proposing limits on costs per visit, but these limits are so high that I
fear they will encourage the majority of agencies to raise rates and thus the limits
will become a floor as well as a ceiling. Also needed are limits on individual expense
items and given HCFA's past performance in this area, I think Congress should
mandate such limits by a date certain.

We've also got to rein in the lawyers who seem to be getting more help than the
patients from this program. As things now stand, providers can hire the finest-and
most expensive-lawyers to contest HCFA rulings administratively and through the
Federal courts. Whether the agency ultimately prevails or not, the government pays
the lawyer's bill. I think it would be adequate to reimburse only through the
administrative process and beyond that only in cases where the agency ultimately
wins in court. In all cases, we should pay only reasonable legal fees.

The final point I have involves management consulting contracts that are really
little more than franchise fees. These setups are particularly susceptible to abuse
where the servicing group is really a related organization. Medicare intermediaries
have been hamstrung in checking out such arrangements because they cannot get
to the books of the servicing agencies to determine whether real services are being
rendered for the fee. The Inspector General of HEW agrees with me about the need
for such access.
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That completes my list of major reforms needed. In a number of these areas,
actions by HCFA are also needed and are long overdue, such as in establishing and
enforcing minimum rules of supervision and training, guidelines for utilization
review and audit coverage, and reimbursement policies on management contracts
and related organizations. I hope my laundry list does not convince you that the
home health program is a bad one because it it not. If I believed it were, my
statement would be much shorter and I would simply recommend that the program
be abolished. Rather, it is my hope that this list will convince you that presently,
abuse of the program is typical, widespread and in fact scandalous. The program is
a good idea and the services are needed. I want the program preserved and
strengthened.

The Oversight Subcommittee of the House Ways and Means Committee, which I
chair, has documented the abuses I am discussing. If we don't stop them they will
grow. If they grow, they will become like a pervasive cancer and make it impossible
to save the program itself. It is still early enough for legislative surgery that will
leave the program with an excellent prognosis for recovery. If we wait too long,
though, this option may become an impossibility.

Thank you.

STATEMENT OF THE TENNESSEE SOCIETY OF HEALTH CARE SOCIAL WORKERS

From: Jean A. Cohen, M.S.S.W., Legislative Chairman
Subject: Home Health Services

The Tennessee Society of Health Care Social Workers represents approximately
175 members who are engaged in the provision of social services in health care
facilities or who have a concern for the delivery of such services. We are actively
involved with home health services as a viable alternative to institutionalization
and as a mechanism that can limit the cost of health care.

We appreciate the opportunity to provide input to the Committee on this area of
vital interest to us. We would like to point out to the Committee some areas in the
present program presenting problems from our perspective. They are listed below:

1. Inequities of the services provided under Medicaid compared to those available
through Medicare.

2. Conflict of interest by persons who make referrals and who are sometimes
providers of services for which they are reimbursed.

3. Accountability of agencies providing home health services.
4. Services not being provided at the most economical level.
5. Home health services not always ensuring continuity of care from hospital level

to-the community level and vice versa.
6. Coverage being contingent upon services such as skilled nursing, physical

therapy, and speech therapy while patient's needs may be better met through
services from home health aides, occupational therapists, and medical social work-
ers.

7. Insufficient or inappropriate coverage presently available resulting in the need
for an expansion of coverage definitions with efforts to authorize lower levels of
skills if they meet patient needs.

8. The rates of reimbursement being often inappropriate and not commensurate
with services delivered.

9. Present program not permitting sufficient coverage to maintain patient's level
of functioning and possibly preventing need for re-hospitalization.

10. Service delivery emphasis reflecting sometimes a philosophy of quantity
rather than quality.

We again thank you for giving us the opportunity to share these concerns and
will remain interested in the outcome of the hearing.

MEMORANDUM FROM THE INSTITUTE ON LAW AND RIGHTS OF OLDER ADULTS,
BROOKDALE CENTER ON AGING OF HUNTER COLLEGE

From: Sam Sadin, Executive Director, and Julia Spring, Senior Staff Attorney
Re: Provision of Home Health Care Under Medicare

In New York City, elderly persons whose income and resources are above the
eligibility line for medical assistance are often forced into institutions for lack of
personal home health services which would allow them to remain in their own
homes. This is so because the local practice is to limit Medicare home health
services to twenty hours a week, despite the fact that the elderly are clearly entitled
to more extensive home health care as recipients of Medicare.
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An examination of the statutes, regulations, and HCFA manuals governing Medi-
care service mandates and reimbursement criteria, shows that such an - hourly
limitation is not required, and, in fact, that more liberal provision of home health
services is permitted. The Social Security Act places only the qualifying word
"intermittent" as a time limit on the services of professional nurses or home health
aides (42 USCA 1395f (aX2XDAh The Code of Federal Regulations states that 100
visits are reimbursable under each Medicare Part, and adds the phrase "part-time"
to "intermittent" (42 CFR 405.238; 42 CFR 405.234 is) and (da). The Home Health
Agency Manual states that 20 hours weekly is the average for Medicare home
health care case, but allows for circumstances in which up to 40 hours a week of
professional or home health aide nursing are reimbursable. Examples of such cir-
cumstances are need for orientation to health care routines, a relapse not necessi-
tating hospitalization, and a terminal condition. Home health agencies do not have
to justify this extensive assignment of nursing employees until the number of hours
reaches 40 hours a week of professional nursing care or 100 hours a month of home
health aide care (HIM-11 § 204.2).

Why, then is less than this amount of care being provided to Medicare recipients?
The practice of limiting time seems to stem, at least in part, from the fact that
home health agencies pay their nursing employees in hours, but are reimbursed
under the regulations cited above, on the basis of visits. The Home Health Agencies
Manual specifies that "regardless of the number of continuous hours a home health
aide spends in a patient's home on any given day, one 'visit' is counted for each
such day" (HIM-11 § 218.2). Understandably, then, the provider and/or the interme-
diary have an economic incentive to limit the number of hours of service in order to
ensure reimbursement that reflects the actual amount paid. Similarly, home visits
by professional nurses to evaluate the need for and provision of home health aide
services are mandated by the regulations (20 CFR 405.1227a)), but the cost must be
borne by the home health agency rather than being reimbursable as a visit. (HIM-
11 § 218.3) Again, then, the reimbursement requirements below the statutory level
create an incentive for limitation rather than expansion of home health care.

In order to ensure that elderly Medicare recipients, wh6 have earned their entitle-
ment to medical care through their history of productive labor, Congress could
mandate any of the following in the Social Security Act:

1. That when actual visits exceed a certain length of time, more than one reim-
bursable visit be permitted under Medicare;

2. That a Medicare home health agency be reimbursed for evaluation home visits
by professional nursing personnel;

3. That Medicare reimbursement be by easily quantifiable service hours, not
visits;

4. That the limitation on hours or visits be eliminated so that home health care is
provided for the individual Medicare recipient as medically prescribed.

STATEMENT OF UNITED CEREBRAL PALSY ASSOCIATIONS, INC., AND NATIONAL
ASSoCIATION FOR RETARDED CITIZENS

INTRODUCTION TO HOME HEALTH SERVICES AND THE DEVELOPMENTALLY DISABLED

United Cerebral Palsy Associations, Inc. and the National Association for Retard-
ed Citizens commends the Senate Subcommittee on Health of the Committee on
Finance for reviewing the provisions of home health benefits under the Medicare
and Medicaid programs.

From our perspective the goals of home health services are twofold: to enhance
the opportunities for disabled individuals to achieve functional autonomy to the
greatest extent possible, and to maximize their participation in the daily activities
of their families and communities. Tiese goals-independent living and integration
into the community-have not been fully met within the context of existing legisla-
tion, due in large measure to the chronic fragmentation of the health and social
service delivery systems and the resulting lack of coordination in the delivery of
home health services among state and local agencies. Nonetheless, it is becoming
increasingly evident that despite its administrative difficulties the home health
concept is one of the most promising long-range components of the
deinstitutionalization process currently available at the federal level.

UCPA and NARC generally accept the definition of home health services used by
the Wisconsin Community Care Project: services "include assistance with personal
care (including attendant care), hygiene, prescribed exercises, medication, and inci-
dential household services, such as meal preparation, shopping, and light house-
keeping."

48-611 0 - 79 - 27
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Medically oriented home health services for the developmentally disabled general-
ly include such activities as bowel and bladder programs, changing bags and other

devices, skin care, turning and lifting support, and oral medication supervision.
Attendant care services generally include getting the individual in and out of bed;
giving baths, showers, and shampoos; combing, brushing, and setting hair; and
dressing and undressing the individual. Personal assistance is greatly needed be-
cause of the restricted self-mobility of many individuals with disabilities. Home-
maker services generally include general household management such as meal
preparation, child care, and routine household care provided by a trained home-
maker. Home management services generally include instruction in child care,
home maintenance, meal preparation, financial management, and consumer educa-
tion.

In a simplistic way, persons severely disabled with cerebral palsy generally re-
quire the medically oriented services and the attendant care/personal care services
as primary considerations while mentally retarded persons in general primarily
require the homemaker/home management services. Since there is a great amount
of multiple handicaps with the developmentally disabled (for example, an estimated
50% of the 750,000 persons with cerebral palsy are mentally retarded) a comprehen-
sive package of home health services are required.

The Congressional Budget Office 1977 study, "Long Term Care for the Elderly and
Disabled," has estimated that there are between 1.3 and 1.7 million chronically
disabled persons who need but are not receiving congregate housing services, which
are home health services as defined by the Wisconsin project. The Social Security
Administration has projected that the annual cost of maintaining an individual in a
nursing home is 5.5 times greater than the cost of providing home services in a
congregate setting. And Gordon K. MacLeod in "Ten Commandments for Home
Health Care" (Washington Post, January 3, 1979) has declared that "it has been
shown again and again that somewhere between 20 and 40 percent of institutional-
ized persons could benefit from less expensive in-home programs."

PROBLEMS WITH HOME HEALTH SERVICES UNDER EXISTING FEDERAL PROGRAMS

A number of fundamental difficulties in implementing home health services for
rsons with developmental disabilities under existing Federal programs have yet to
adequately addressed either by Congress or the Health Care Financing Adminis-

tration.
Significant problems include:

Lack of emphasis upon developmentally disabled individuals
The special needs of persons with developmental disabilities have not received

adequate recognition in the authorizing legislation or in subsequent regulations
issued by HEW concerning the delivery of home health services under Medicare and
Medicaid. While the elderly and medically indigent have been specified as target
groups for home health services, and funds allocated preferentially to catchment
areas in proportion to the numbers of elderly and medically indigent they contain,
no similar provisions has been made for persons with development disabilities,
although it is obvious that they would constitute prime, ongoing consumers of such
services. As a result the availability of a home health agency serving persons with
developmental disabilities is contingent upon the geographical accident of their
residing in an area in which large numbers of elderly or medically indigent individ-
uals are present.

A corollary problem is that of inappropriate service options, including both the
lack of those services of greatest utility to persons with developmental disabilities,
and the unavailability of home health personnel outside the traditional 8 a.m.-5
p.m. work day. Thus, for example, while an individual with cerebral palsy might
only require personal care services early in the morning and before retiring at
night, he or she might well be unable to find a home health aid available to deliver
services at those hours. Similarly, the services delivered by home health agencies
are generally geared more toward acute than chronic care, resulting in an over-
abundance of skilled nursing personnel and a relative shortage of paraprofessional
aide/attendant service. 'These problems are cited in Gerben DeJong's April 1977
study "The Need for Personal Care Services by Severely Physically Disabled Citi-
zens of Massachusetts" published by the Levinson Policy Institute, Brandeis Univer-
sity, Waltham, Massachusetts.

Inadequate funding
Under the Administration's proposed F.Y. 1980 budget only $850,000 has been

allocated to support home health service delivery, training, and expansion in the
ten HEW regions, a figure grossly inadequate to meet the needs of all individuals
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identified as requiring home health care, much less those who have yet to enter the
system in the wake of improved case-finding and access to care.
Disincentives for noninstitu tional alternatives

Medicare and Medicaid are currently structured to make it much easier to obtain
in-patient services in a medical facility than in a noninstitutional setting. Benefit
structures and federal matching rates provide incentives for the continued develop-
ment and expansion of institutional services. These problems have been fully docu-
mented in the Government Accounting Office 1977 report "Returning the Mentally
Disabled to the Community: Government Needs To Do More," in the Congressional
Budget Office 1976 report on "Long-Term Care for the Elderly and Disabled," and in
the various draft reports and proposals of DHEW's Task Force on
deinstitutionalization between 1977 and 1978.
Medicare limitations

Medicare is by far the largest third-party payor of home health services yet the
program contains numerous restrictions on home health care which effectively
excludes a large proportion of developmentally disabled persons, particularly those
requiring home based services. These limitations include:

(1) Three-day prior hospitalization requirement;
(2) Benefit period requirement whereby services can only be offered within one

year of a hospital or skilled nursing facility stay;
(3) Condition-related requirement whereby home health services can only be of-

fered for the same condition for which the person was hospitalized;
(4) Physician plan of treatment requirement whereby home health services can

only be authorized by a physician;
(5) One hundred visits during a year limitation; and
(6) One hundred hour limit on personal care per month.

Medicaid limitations
Most severely disabled persons are eligible for Medicaid by reason of their receipt

of Supplemental Security Income and yet they remain ineligible for home health
services because of the way Medicaid benefits are structured federally.

Medicaid regulations require that in order to qualify for home health services an
individual must demonstrate a need for skilled medical care. Yet many persons with
developmental disabilities do not need this advanced level of care in order to have
their physical requirements appropriately met. The services of a home health aide,
for example, might be sufficient for them to function optimally in a home environ-
ment. Under current restrictions, however, they would be barred from receiving
home health care.

The great disparity among states in the types of home services provided under
Title XIX creates considerable problems in attempting to monitor the quality of
care on a nationwide basis. The problem is compounded by the fact that state
licensure requirements for home health agencies vary widely, and as HEW has not
yet required home health agencies to acceed to certificate of need regulations
(whereby they would have to demonstrate the need for and quality of services
provided in order to come into being or expand), there exist virtually no mecha-
nisms for insuring the quality of services.

UCPA/NARC LEGISLATIVE RECOMMENDATIONS FOR HOME HEALTH SERVICES PROMOTION

The federal government should make a national commitment to financing the
promotion, development, organization, and delivery of home health services includ-
ing specific recognition of the needs of the developmentally disabled as a primary
target population.

The federal government should facilitate, in full partnership with all appropriate
national interests, the development of a set of principles for home health services.
Such a statement of principles should recognize the specific health care needs and
home service needs of the severely disabled.

Home health benefits under Medicare and Medicaid should be broadened into a
rational and effective national financing approach in -order for developmentally
disabled persons to receive needed and appropriate services. Such benefit changes
should include:

(1) Remove the requirement that home health care be predicated on the need for
prior hospitalization, skilled nursing, occupational therapy, or physical therapy;

(2) Limit allowances for home health care realistically in terms of hours of care
provided rather than the number of visits allowed, thus permitting some daily care;

(3) Specifically provide for coverage of personal care, including attendant care,
subject to appropriate prescription and supervision in both Medicare and Medicaid;
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(4) Specifically allow coverage of occupational, physical, and speech therapy as
qualifying services for home health services, subject to appropriate prescription and
supervision in both Medicare and Medicaid;

(5) e ize non-profit community agencies which provide specialized services to
narrowly defined populations (rather than global home health agencies which must
provide comprehensive services to all persons) as Medicare/Medicaid home health
service providers; and

(6) Develop nationally recognized standards to insure service quality and appropri-
ateness of care. Such standards, developed in full partnership with all appropriate
national interests, should recognize the specific health care needs of persons with
developmental disabilities.

STATEMENT OF THE AMERICAN HOSPITAL ASSOCIATION

The American Hospital Association (AHA), which represents more than 6,100
member institutions and over 30,000 personal members, appreciates this opportuni-
ty to present our views and recommendations on the provision of home health
benefits under the Medicare and Medicaid programs.

The AHA believes that home health services can contribute to the health and
well being of patients and their families; restore patients to health and/or maxi-
mum function; reduce incentives for inappropriate admissions to hospitals; and
make possible earlier discharge from hospitals, skilled or intermediate care facili-
ties, or nursing homes. By providing an extension to acute inpatient care, high
quality home health services can perform a vital role in our health care delivery
system ensuring that patients receive care in an economical manner and at a level
commensurate with their medical needs.

The AHA has given the establishment of hospital-sponsored home care programs
a high priority. In 1978 the Association established the Center for Ambulatory and
Home Care, which in addition to its other functions, serves as a focal point for
consideration and promotion of hospital-sponsored home health programs, as well as
encouraging hospital linkages with free-standing home care programs. We are also
participants in the council on accreditation of such programs of the Joint Conimis-
sion on Accreditation of Hospitals.

Hospitals serve a dual role in the provision of home health services, contributing
both as direct providers of care (through such services as nursing, physical and
occupational therapy, nutrition, speech therapy, and social services) and in a sup-
port capacity. Hospitals provide important backup resources to community home
care programs, including the following: X ray, laboratory, medical equipment, and
pharmacy services; medical, nursing or other therapeutic consultants; and adminis-
trative services, home care coordination, or physical facilities.

A recent AHA survey indicates that the number of hospitals with home care
departments more than doubled between 1972 and 1978; nevertheless, comprehen-
sive home health services remain unavailable to many citizens despite the therapeu-
tic and physical advantages which can be realized by caring for patients in their
home settings. The need for extension of home care is urgent because existing
comprehensive home health services are reaching less than the full target patient
population. Currently, 653 counties, with an aggregate population of approximately
9 million persons, do not have Medicare-certified home health agencies.

In a report to Congress by the Department of Health, Education, and Welfare
(HEW) of April 17, 1979, on home health services under Titles XVIII, XIX, and XX,
this critical shortage was recognized. The report stated "as a result both of reim-
bursement restrictions in public programs and of the nature of home care providers,
expansion of service has not occurred rapidly over the past decade in the nation as
a whole." Acute needs were cited in rural and low-income areas; and, in fact, an
alarming statistic cited in the report is that home health services are available to
less than 70 percent of the Medicare beneficiaries who reside in non-metropolitan
areas. Only in metropolitan counties is the availability of home health agencies
nearly universal. Therefore, even though the findings of the AHA survey indicate
that hospital-administered home care programs have increased, and that these
programs supply a wide range of home services, hospitals must be encouraged to
develop these programs to their full potential in order to meet increasing demand
from a growing aged population.

SPECIFIC HOME HEALTH ISSUES

The AHA strongly supports legislative proposals to remove arbitrary barriers to
the most efficient and appropriate use of health care services such as presently
imposed by the three-day prior hospitalization requirement for home care services
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under Part A of Medicare and by the 100-visit limit for home health services under
Parts A and B of the program.

Some costly inpatient care may be avoided if home care is more widely available.
The three-day prior hospitalization requirement artificially impedes the use of home
care in its most efficient and effective mode. For example, a patient's physical
condition may change or deteriorate short of requiring hospitalization, and under
these circumstances, medical management aimed at stabilizing or improving the
condition can often be accomplished in the home, thereby avoiding more costly and
disruptive inpatient care. Currently, this approach is discouraged by the three-day
rule.

Moreover, since Part B of Medicare currently does not require prior hospitaliza-
tion for a patient to receive home care benefits, this indicates recognition of the
concept that home care does not have to be preceded by hospitalization. It is
contradictory and inequitable that Medicare impose different eligibility criteria for
home health benefits under Part A and B.

In addition, we believe home care should not be viewed narrowly as a continu-
ation of acute care. Senator Lawton Chiles, in supporting this view, stated that
removing the three-day prior hospitalization requirement would "change the preva-
lent image of home health care as simply a continuation of acute, inpatient hospital
care to the community service it is intended to be."

The 100-visit limit is also unduely restrictive and disruptive in managing the are
of chronically disabled patients. It forces either the cessation of the home care
service or c6stly and unnecessary hospitalization to reestablish eligibility for home
care benefits. While it has been demonstrated that very few patients exceed the
visit limits, those that do are frequently severely disabled, or are patients requiring
long-term medical supervision. Repeal of the 100-visit rule could result in avoidance
of hospitalization for these types of patients.

AHA therefore recommends that both the three-day prior hospitalization require-
ment under Part A and the 100-visit limitation under both Parts A and Ba of
Medicare be eliminated from the program. The Association strongly supports S. 489,
to the extent that it incorporates provisions to accomplish this desirable result.

We also support the proposal included in S. 489 for monitoring changes in utiliza-
tion patterns and increased costs as a means of dealing with program fraud and
abuse. In addition to such a plan, we believe the potential for fraud and abuse can
best be addressed through enhanced quality review programs and effective enforce-
ment of program standards and operating procedures.

ADDITIONAL ISSUES ADDRESSED IN S. 489

We would like to take this opportunity to address additional issues raised in S.
489.

The AHA supports the inclusion of occupational therapy in the home as a prima-
ry service, not as a secondary service as current law provides. Further, under
existing Medicare regulations, reimbursement for occupational therapy services is
only possible if the patient is already receiving physical therapy and/or skilled
nursing services.

The need for occupational therapy should not be treated as secondary to nor
contingent on a patient's need for skilled nursing or physical therapy. Occupational
therapy services are directed toward helping the patient become independent
through adaptation to the home environment, teaching the patient as well as his or
her family to adapt the home environment to minimize the effects of the patient's
disability, and assisting a patient in reacquiring or relearning job skills or develop-
ing new skills. Occupational therapy services frequently are required independent of
the need for nursing or physical therapy services. The present reimbursement
system promotes the inappropriate extension of nursing or physical therapy services
in order to satisfy the patient's actual, continuing need for occupational therapy.

It is critical to the effective management of home care programs that reasonable
operating expenses as well as the unique characteristics of different types of home
health agencies (public, Visiting Nurse Association (VNA), hospital-sponsored, pro-
prietary, etc.) be taken into consideration in evaluating the costs of the programs
and the impact that legislation would have on them. We believe it is essential the
reported financial data accurately reflect the actual cost differences of various types
of home health agencies.

We support the further recognition in S. 489 of the role of physician assistants,
nurse practitioners, and other allied health practitioners in providing home health
services. This provision is particularly important to the increased availability and
cost-effectiveness of home health services in rural areas, since many categories of
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health manpower (e.g., physicians, registered nurses) are often in short supply in
such areas.

While we agree that necessary administrative controls must be in place to assure
that program abuses do not occur, we oppose the requirement in S. 489 that only
regional home health intermediaries may be designated to serve home health agen-
cies. We recognize the need for qualified intermediaries for home health services,
but strongly believe that hospitl-based home care programs should be able to use
the samd intermediary for such services that they use for inpatient and ambulatory
care services. The experience and working knowledge which presently exists be-
tween providers and intermediaries is conducive to the efficient and effective moni-
toring of costs and the assurances of high quality care. This advantage could be lost
if hospitals were forced to deal with a separate regional intermediary for its home
care program and another intermediary for hospital services.

Using a second intermediary for home care would require that the Medicare cost
report be audited by two intermediaries, thereby necessitating dual auditing and
reciprocal agreements on acceptance. This could lead to conflicts in determining
which intermediary would prevail if the two intermediaries involved did not agree.
In light of such concerns, we oppose the mandatory utilization of regional home
health intermediaries for hospital-based programs.

The AHA supports the utilization of demonstration projects to test the effective-
ness of agency or multi-agency providers. It also supports the implementation of
utilization review mechanisms as incorporated in S. 489. Periodic review of utiliza-
tion is essential to the quality control of home care programs and to ensure the
medical necessity, cost efficiency, and appropriate use of those programs.

PROVISIONS OF S. 421
We support the provision in S. 421 to provide for demonstration projects for the

training and employment of eligible participants as homemakers or home health
aides. However, while the administration of the projects would rest with the state
health agency designated by the governor of each state-generally the agency
responsible for the administration of the state plan for medical assistance under
Title XIX (Medicaid)-AHA strongly recommends that the training programs be
administered and conducted by existing home health agencies or home care pro-
grams and not by the Medicaid state agency. Accordingly, the trainees supported by
this bill would be included in existing training programs, and the establishment of
separate state programs would be avoided.

In addition, we recommended that the program provide ongoing educational "re-
fresher" programs at regular intervals. Moreover, the program content or credits
should be developed so that participants can gain entry into licensed practical nurse
(LPN) or registered nurse (RN) education programs; through use of existing training
programs, performance of the students may be better evaluated. This can avert the
placing of incompetent aides or homemakers in the delivery setting.

COMMENTS ON REGULATORY ISSUES
We would like to take this opportunity to comment briefly on two additional

issues which are of concern to AHA and administrators of home health programs-
the regulations promulgated by HEW's Health Care Financing Administration
(HCFA) to limit home health agency reimbursement per visit and the 1 R. 3 Report.

In our comments on May 7, 1979, to HCFA Administrator Leonard Schaeffer
regarding the proposed limitations on home health agency reimbursement, we fo-
cused attention on the potential adverse and inequitable impact of the limitations
on certain home health agencies. The AHA shares HCFA's concern over the rising
costs of home care that are not attributable to demand for service or inflation, and
we support efforts to moderate cost increases. However, the final regulations issued
June 1, 1979, limiting home health reimbursement do not recognize or respond to
the AHA's expressed concerns. For example, the methodology used by HCFA in
developing the limitations for home health reimbursement does not allow for legiti-
mate program cost differences. These differences are caused by such key factors as
regional labor cost variances, state and local regulations, utilization of different
accounting procedures by Medicare certified home health agencies, the Medicare
mandated 'step-down" cost allocation system in hospital-based home care, and
differences in services and intensity of patient care provided by individual pro-
grams.

It is very important that payment limitations accurately recognize legitimate cost
structure differences among home health agencies. A soon-to-be-released study on
home health services suggests significant differences in the service intensity and
case mix of free-standing agencies and hospital-based home health departments. In
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addition, the reimbursement of home health agencies on a cost basis provides no
opportunity for the agency to accumulate front end capital to expand services or
serve additional patients. At a time when home health services are playing an
increasingly significant role in the health care system, it is of great importance that
regulation not impede this development and expansion but, rather facilitate effec-
tive management and needed extension of home care.

The second issue we wish to address is the recently completed HEW study
required by Section 18 of Public Law 95-142, the Medicare and Medicaid Anti-Fraud
and Abuse Act of 1977. The law requested the Department to submit a report to
Congress "analyzing, evaluating, and making recommendations with respect to all
aspects . . . of the delivery of home health and other home services ... " In our
review of the final report submitted on April 17, 1979, entitled, "Home Health
Services Under Titles XVIII, XIX, and XX" (H.R. 3 Report), we were disappointed at
the lack of attention given to certain critical issues and at the absence of specific
legislative recommendations. The HEW report stated that these gaps were based on
"budgetary restraints and the need for more knowledge and experience before
proposing programmatic changes." However, no regulatory recommendations were
made, and few administrative changes were targeted for implementation or further
study.

If the H.R. 3 Report had been responsive to the mandate of Congress, it could
have provided a much needed overview, a framework for the analysis of what
currently is happening in the field, and appropriate future directions which should
be pursued at this time of growth and increased emphasis on home health services.
Such an overview could provide a much needed step in drawing together in the
disparate areas of concern in home health carei. However, the H.R. 3 Report-at
considerable expense-only proposes for Fiscal Year 1980, "a major research effort
in the in-home services." lt does very little to propose changes in the Medicare and
Medicaid programs to improve home health services for these beneficiaries.

CONCLUSION

We enthusiastically support proposed legislative initiatives directed toward the
improvement and expansion of home health services to provide appropriate care in
an economical manner in line with a patient's particular need. We appreciate the
opportunity to present our views. We would be happy to discuss these issues and
any possible solutions with the Subcommittee and its staff, and would be pleased to
provide any additional information.

THE AMERICAN OCCUPATIONAL THERAPY ASSOCIATION, INC.,
Rockville, Ad., May 31, 1979.

Hon. HERMAN E. TALMADGE,
Chairman, Subcommittee on Health, Senate Committee on Finance, 2227 Dirksen

Senate Office Building, Washington, D.C.
DEAR MR. CHAIRMAN: On behalf of the American Occupational Therapy Associ-

ation I congratulate you and your Subcommittee on your efforts to improve the
Medicare and Medicaid home health care program. I also appreciate the opportunity
to submit this testimony and I request that both this letter and the attached
statement be included in the record of the Subcommittee's home health hearings on
May 21 and 22 of this year.

I realize the substantial number of requests to testify which you must have
received. I regret, however, that our Association was not permitted the opportunity
to appear personally before you, especially in light of the attention accorded to S.
489, which includes the occupational therapy home health provision, and your own
questions concerning the benefits which would derive from permitting coverage for
occupational therapy as a primary service. Although I was greatly encouraged to
learn of the overwhelming testimony in favor Of this proposal, I was seriously
dismayed by the very inadequate response of two witnesses who were questioned
about occupational therapy.

I can understand that the response of one of the witnesses was made more
difficult because of her lack of familiarity with occupational therapy, a fact which
she stated orally and which was evident from her written testimony since her
agency only recorded six occupational therapy visits under Medicare for FY 1978.
The other witness gave no indication of her knowledge of occupational therapy, nor
did she provide any substantive rationale for her opinion that it should not be
covered as a primary service. The opinion of this witness, moreover, was in direct
conflict with earlier statements in support of this proposal offered by Senators Dole,
Chiles, Domenici and Leahy, and representatives from the National Association of
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Home Health Agencies, the National Senior Citizens Council, the National Associ-
ation of Retired Teachers/American Association of Retired Persons, and Ms. Hope
Runnels, Director, Visiting Nurse Association (Portland, Oregon).

I would like to take this opportunity, Mr. Chairman, to respond to the questions
you raised by describing specifically the types of patients and treatment conditions
which could require only the services of an occupational therapist under the Medi-
care home health benefit. The usual Medicare coverage criteria would apply to all of
these conditions. These criteria include prescription by a physician, provision of the
service by a qualified occupational therapist and the expectation that the therapy
will result in a significant practical improvement in the individual's level of func-
tioning within a reasonable period of time.

The following patients and conditions might require only the home health serv-
ices of an occupational therapist:

The patient who has been ambulatory and functioning independently in her home
calls her physician because she is no longer able to walk safely and has fallen
several times. The physician determines that she has decreased knee and ankle
motion bilaterally due to accelerated osteoarthritic changes. The physician orders a
home health occupational therapist to design and fabricate night resting splints to
increase knee and ankle motion and prevent further deformity. Without these
splints, the joints will permanently lose range of motion, and the patient may never
walk again. The physician's alternative to occupational therapy in the home is
admitting the patient to a hospital or transporting her by ambulance to the occupa-
tional therapy outpatient department of the hospital.

A person who has a brainstem stroke often experiences generalized weakness,
inability to swallow, and impaired oral function. After the physician evaluates the
patient, the occupational therapist uses specific treatment techniques to control the
drooling and facilitate swallowing. The occupational therapist also works with the
family members to teach them ways of assisting the patient to improve swallowing
skills. Again, only the occupational therapist is needed to decide the appropriate
treatment program or determine the length of treatment required.

The diabetic wheelchair-bound patient With bilateral above-knee amputation, par-
tial blindness, and decreased sensation in her hands due to diabetic neuropathy has
been discharged from home health physical therapy soon after she was independent
in wheelchair transfer techniques. She needs the continued services of an occupa-
tional therapist to teach her an acute awareness of her sensory deficits and compen-
satory techniques to overcome her partial blindness and poor hand sensation. With-
out the occupational therapy program, complications such as accidental burns in the
kitchen and decubiti can easily occur.

The homebound patient with chronic lung disease and subsequent weakness,
decreased endurance, and a continuous need for oxygen has difficulty performing
daily functional activities. She is unable to pace her activities with her limited
breathing capacity, and her physician has ordered occupational therapy to see if an
energy conservation program will allow the patient to perform the necessary daily
activities to remain at home and avoid nursing home placement.

The patient with a long history of multiple sclerosis is experiencing increased
difficulty with coordination due to spacticity and is no longer able to feed herself.
She needs an occupational therapist to decide whether adaptive equipment would
allow her to regain independence. Only the occupational therapist is skilled in
assessing and providing this type of equipment, and no other service is necessary.

These are but a few of the many situations in which only occupational therapy is
needed. I hope these brief descriptions serve to clarify the benefits which would
accrue to Medicare beneficiaries and the significant need for coverage of occupation-
al therpy as a primary home health service. The types of patients described above
need occupational therapy, and frequently only occupational therapy, as an integral
part of their rehabilitation treatment program. The current law often frustrates
efforts to meet this very real medical need which Medicare beneficiaries have. As a
result, debilitating conditions are prolonged and sometimes become permanent;
longer and more expensive institutional care is encouraged; and additional services
of questionable necessity are continued so that occupational therapy may be pro-
vided on a covered basis.

Mr. Chairman, the Finance Committee has unanimously supported making occu-
pational therapy a primary home health service on two occasions in the past.
Liewise, the full Senate has three times voted in favor of this provision. I strongly
urge you to reaffirm this past support and incorporate the provision into your
current Medicare proposals.
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I appreciate the opportunity to offer these comments. If I can provide any further
clarification or information, I will be more than willing to do so.

Sincerely,
MAE D. HIGHTOWER-VANDAMM, OTR, FAOTA,

President, American Occupational Therapy Association.
Attachment.

STATEMENT OF THE AMERICAN OCCUPATIONAL THERAPY ASSOCIATION

The American Occupational Therapy Association and its 27,000 members strongly
support the Health Subcommittee's efforts to improve home health care under the
Medicare and Medicaid programs. Home health care is frequently both more efec-
tive and less costly than treatment provided in an institutional setting. The reha-
bilitation of individuals receiving treatment at home frequently progresses further
and faster because of the psychological benefits which surround the provision of
care in a familiar setting. Administrative and overhead costs, moreover, do not
reach the same high level as those which institutions must apportion to each
patient's bill. For these and other reasons related to improving the quality and
efficiency of our health care system, it is-learly evident that Congress should assign
a high priority to the development and implementation of a comprehensive home
health care program.

Through its present hearings, the Health Subcommittee has taken a significant
step towards achieving such a goal. By focusing attention on recommendations to
correct some of the current problems with home health care, the Subcommittee has
begun to lay the foundation for an effective program. Several important improve-
ments are contained in pending legislation and have been frequently addressed by
witnesses before the Subcommittee. Among the recommendations which the Ameri-
can Occupational Therapy Association especially supports are removal of the prior
hospitalization requirement under Part A, elimination of the limitation on number
of visits under both Parts A and B, liberalization of the interpretation of the
homebound requirement and the provision permitting coverage for occupational
therapy as a primary home health service.

Many sound arguments have already been advanced in support of the first three
proposals mentioned above. The American Occupational Therapy Association, ther-
fore, will concentrate its testimony on occupational therapy and the need for prima-
ry service coverage of this service in the home setting. It should be noted, however,
that enactment of all of these proposals will improve access to needed service
provided under quality conditions in less costly settings.

Coverage for occupational therapy as a primary home health service
This proposed amendment will help provide some of the services needed by the 7.7

million persons now living at home who are limited in their daily life activity
because of a chronic medical condition. It will also aid in reducing the number of
institutionalized persons who, given appropriate access to necessary treatment,
could be removed from the institution to the home. Specifically, the provison will
permit approximately 25,000 Medicare beneficiaries who need occupational therapy,
and are not now getting it, to receive this service. It will also prevent the return to
a hospital or nursing home for those beneficiaries who degenerative conditions were
stabilized as a result of the timely provision of this necessary service.

This provision is currently included in S. 489, the home health legislation intro-
duced by Senators Domenici, Packwood, Chiles and Leahy. It is also contained in S.
350, the national health insurance bill introduced by Senator Dole.

This provision, together with a proposal which would permit coverage for occupa-
tional therapy in approved freestanding outpatient settings, has unanimously
passed the Finance Committee on two occasions in the past and been adopted by the
Full Senate three times.

The provision is also currently contained in House legislation, H.R. 4063, intro-
duced by Representative Lindy (Mrs. Hale) Boggs and cosponsored by 51 members of
the House of Representatives.

The practice of occupational therapy
Occupational therapy is a health profession which has its foundation in the

medical management of patients. The service is provided to persons of all ages who
arephysically, psychologically, or developmentally disabled. It includes the function-
al evaluation and treatment of several different types of patients including those
suffering from strokes, heart attacks, arthritis, diabetes, serious burns, spinal cord
injuries, and psychiatric disorders. The purpose of occupational therapy is to direct
these patients to achieve a maximum level of independent living by developing
those capacities which remain after disease, accident, or deformity.
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The occupational therapists's initial focus is on treating that pathology or those
impaired functions which preclude independence and productivity. Occupational
therapists evaluate and treat:

Impaired muscle strength, range of motion, and physical endurance;
Impaired eye-motor coordination, sensory integration, and motor planning;
Impaired concentration, attention span, thought organization, and problem

solving;
Impaired visual-spatial relationships, body schema, figure-ground discrimina-

tion.
Occupational therapists also seek to inhibit muscle atrophy, minimize deformity,

and increase pain tolerance. They are also vitally concerned with the psychological
impairments which frequently result form the patient's illness or trauma.

The treatment modalities used by occupational therapists are those which, in
addition to reducing specific pathology or impairment, will simultaneously help the
patient learn to apply the newly restored or impaired function to the demands of
daily living, thus speeding recovery and an early return to a more independent life.

In summary, occupational therapists use selected rehabilitative tasks to reduce
specific pathology or impairment and help individuals achieve independence.

Occupational therapists provide services in rehabilitation centers, through home
health agencies, in acute care hospitals, long and short-term psychiatric facilities,
skilled nursing facilities, outpatient clinics, community mental health centers, tu-
berculosis hospitals, day care centers, and private and public school systems.

Occupational Therapists, Registered (OTRs) carry professional and administrative
responsibilities for occupational therapy programs and services. They are responsi-
ble for evaluating patients, developing program goals, working with patients to
achieve these goals, and documenting progress. Certified Occupational Therapy
Assistants (COTAs), working under the supervision of OTRs, assist in patient treat-
ment and total program implementation.

Occupational therapy education and credentialing
An Occupational Therapist, Registered (OTR) has completed a four-year baccalau-

reate degree program and six to nine months of supervised field work experience.
The occupational therapy curriculum includes courses in developmental psychology,
anatomy, neurophysiology, and the social sciences. The supervised field work covers
such areas as psychiatry, physical medicine, gerontology, and developmental
disabilities.There are currently 50 professional level occupational therapy programs
in colleges and universities throughout the country. All programs are accredited by
the American Medical Association in collaboration with the American Occupational
Therapy Association. This collaborative relationship, dating from 1934, is the oldest
existing involvement between the AMA and an allied health profession in the
accreditation area.

Graduate programs for OTRs are also available. Many of these prepared the
therapist for specialized practice, teaching of occupational therapy, or research. One
doctoral program in occupational therapy is available and several others are being
developed.

The Certified Occupational Theray Assistant (COTA) is a high school graduate or
the equivalent, who has completed a post-secondary program in occupational ther-
apy approved by the American Occupational Therapy Association. Course work
focuses on human physiology, and the tasks and skills used in daily life, and
includes at least two months of supervised field work experience.

Following completion of course and clinical work, the entry level OTR or COTA
candidate must pass a national certification examination to become credentialed for
practice.

At the present time 11 states, the District of Columbia, and Puerto Rico have
enacted occupational therapy licensure laws. Two states have enacted certification
laws which set requirements for those who represent themselves as occupational
therapists. All of these laws are mandatory.

occupationall therapy under the medicare program
Occupational therapy is a covered service under Medicare as in many other

Federal programs, Under the present Medicare law, occupational therapy services
are reimbursable when provided to in patients in hospitals and skilled nursing
facilities, outpatients in clinics attach ed to approved hospitals and receipients of
home health care if they also require either intermittent skilled nursing or physical
therapy or speech pathology services. Occupational therapy is also covered on an
outpatient basis when rovided "incident to a physicians professional service."

The Department of Health, Education and Welfare has defined occupational
therapy and established coverage criteria for Medicare purposes in the intermediary
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manuals for hospitals (Ch. II, Sec. 3101.9) skilled nursing facilities (CH. II, Sec. 3133
3c), and home health agencies (Ch. II, Sec. 3118.2). These manuals require that
occupational therapy be prescribed by a physician, be performed by a qualified
occupational therapist or assistant, and be reasonable and necessary for the treat-
ment of the individual's illness or injury. Occupational therapy is considered reason-
able and necessary when "an expectation exists that the therapy will result in a
significant practical improvement in the individual's level of functioning within a
reasonable period of time (Ch. II, Sec. 3101.9 B)."
Problems with current medicare coverage for occupational therapy in the home

setting
The existing Medicare coverage of occupational therapy in the home health

setting is seriously deficient. This deficiency can be remedied by permitting reim-
bursement for occupational therapy as a primary service for home health coverage.
The nature of the service, the needs of Medicare beneficiaries, and certain cost
considerations all support the enactment of this change.

Medicare beneficiaries who need physician certified occupational therapy as a sole
service in the home require precisely that acute level of care which the Medicare
program is intended to cover. Occupational therapy is an integral component of
medical care. Occupational therapists work with the same types of disabled patients
as do physical therapists and speech pathologists. The patient's need for occupation-
al therapy, moreover, emerges at the same or a comparable time in the remediation
process as does the need for these other services. To segregate patients who need
occupational therapy from those who need physical therapy or speech pathology
services and to classify the former as requiring a less intense level of care is a gross
injustice to those beneficiaries whose rehabilitation will be hastened by the timely
delivery of occupational therapy. Such a classification also blatantly contradicts the
dictates of quality medical care and denies necessary services to disabled people.

Certain specific situations illustrate the need to correct these inequities in the
current Medicare policy.

For many Medicare patients, the continuation at home of their specific occupa-
tional therapy program is a critical factor in their full recovery or t.e prevention of
further disability. A patient who has suffered a stroke and has residual paralysis in
his arm needs a home-based occupational therapy program of remedial tasks -to
increase range of motion and maximize muscle tone, to encourage sensory integra-
tion and coordination, and to decrease painful and debilitating contractures. The
occupational therapist may also design or prescribe assistive devices to allow pur-
poseful movement.

An occupational therapist is also needed to train the patient in essential activities
of daily living, such as feeding, dressing and personal hygiene, and to teach the
patient safety techniques to avoid accidental injury. Patients with sensory loss may
bump into objects and sustain fractures, or burn themselves w'th household appli-
ances. Patients with visual perceptual loss (such as a loss of vision in one half of the
visual field) may fall out of bed or off a commode, or walk into a wall and severly
injure themselves.

Occupational therapy is also essential treatment for a homebound patient with
severe arthritis. An occupational therapy home program would include instructing
the patient in manual tasks to decrease contractures and deformities, muscle atro-
phy and degeneration of joints, so as to sustain the patient's ability to perform the
crucial tasks of daily living. The occupational therapist would also teach energy
conservation and joint protection and provide instruction in the use of assistive
devices to minimize the stress on joints and develop independence. Instruction in
methods of protecting joints will help keep the patient independent by inhibiting
further deformity, and reducing the need for rehospitalization or corrective surgery.

Occupational therapy may be the only service required for the stroke and arthrit-
ic patients described above, as well as for other diagnosed conditions, at the time
when the treatment program can be safely shifted from the hospital to the home. At
this time the physician prescribed treatment plan will still be in process. Comple-
tion of this program through the provision of occupational therapy in the home
setting will ensure continuation of the functional improvement begun in the hospi-
tal. As the previously noted Medicare guidelines state, this treatment will continue
only as long as "an expectation exists that the therapy will result in a significant
practical improvement in the individual's level of fun tioning within a reasonable
period of time." Both the level of care required by these patients, and the occupa-
tional therapy provided in response to these patients' needs, properly fall within the
scope of Medicare coverage.

The quality health care due a Medicare beneficiary is one of the strongest-if not
the strongest- reason for removing the restrictions on home health coverage of
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occupational therapy. For too long, this restriction has forced older people covered
by Medicare to surmount unnecessary barriers to secure the necessary treatment
which the program is intended to provide. There is no reasonable justification for a
policy which contains incentives for longer and more frequent institutional care,
and increases the likelihood that needed services will not be received-all of which
flow from the current restrictions on home health coverage for occupational ther-
apy. The enactment of the occupational therapy amendments contained in S. 489, S.
350, and H.R. 4063 will contribute significantly to improving the consistency of
Medicare policies and the quality and effectiveness of health care under this pro-
gram.

Cost considerations
Cost considerations must be an essential component of any effort to improve

services supported by the federal government. This is especially true in the context
of proposing amendments to the Medicare law because of the extraordinary spiral-
ling of health care costs in recent years. Costs for improved coverage, therefore,
must be carefully weighed against the benefits which accrue from the changes. The
relatively minimal cost projected for these amendments will be readily offset by
improvements in quality of care and efficiency of the program and by the potential
cost savings which these amendments could produce.

Medicare coverage for occupational therapy as a primary (or "skilled") service in
home health would provide incentives for reducing the length of institutional care.
If it is known that ready access to necessary treatment is available in the home, the
patient could leave the hospital earlier. Enactment of this amendment will foster
precisely that form of outpatient care which several studies have shown to be cost
effective (e.g., see studies cited in "New Perspectives in Health Care," 1976 Report
of the Subcommittee on Health and Long-Term Care of the House Select Committee
on Aging at pp. 14-25; and "Home Health-The Need for a National Policy To
Better Provide for The Elderly", 1977 Report to the Congress from the Comptroller
General at Ch. 2).

Adoption of this proposal can also contribute to reducing the need for rehospitali-
zation caused by recurring disability. Frequently the recurrence of disability can be
avoided by the timely provision of necessary treatment. Patients and practitioners
who are involved daily in the delivery of services, however, can readily attest to this
fact. As Representative Lindy Boggs recently noted in a speech before the House of
Representatives, both the Health Insurance Association of America and the Nation-
al Association of Insurance Commissioners have recognized the cost saving potential
of occupational therapy in reducing instances of recurring disability and accident.
The current Medicare law, on the other hand, ignores this fact and, by establishing
arbitrary barriers to the provision of this service, in essence contributes to unneces-
sary cost escalation. Amendment of the law in this regard will constitute a real cost
containment decision.

Three specific cost estimates have been projected in recent months for this propos-
al. The American Occupational Therapy Association has projected a first year cost
of $1.7 million; the Congressional Budget Office projected a cost of $4.6 million; and
the Department of Health, Education and Welfare projected a cost of $28 million.

The American Occupational Therapy Association estimate is based on data de-
rived from a December 1977 survey of occupational therapists throughout the coun-
try. The response rate to the survey was over 60 percent and the data has been
updated to reflect a February 1979 status.

The cost estimate derived from this data is based on the number of occupational
therapists available to practice in settings covered by these proposals, current
earnings of therapists, administrative and other incidental costs connected with
delivery of these services, and consideration of increased utilization.

The American Occupational Therapy Association rejects outright the validity of
the DHEW home health cost estimate. The estimate completely neglects significant
aspects of the occupational therapy workforce, such as the number of working
therapists, current and projected employment patterns for occupational therapists,
the capabilities of the educational system, and reasonable expectations of increased
utilization. It would be impossible to find sufficient numbers of qualified occupation-
al therapists who could deliver anywhere near the magnitude of services required to
support a cost projection of $28 million for the occupational therapy home health
amendment.

Additional support for proposal making occupational therapy a primary home health
service

This proposal has won widespread support from a variety of sources. During these
present hearings Senator Robert Dole, Senator Lawton Chiles, Senator Pete V.
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Domenici and Senator Patrick J. Leahy spoke out in favor of this amendment.
Representatives of the National Association of Home Health Agencies, the National
Senior Citizens Council, and the National Association of Retired Teachers/American
Association of Retired Persons, together with Ms. Hope Runnels, Director, Visiting
Nurses Association (Portland, Oregon) supported its enactment. The American
Medical Association has also recommended its adoption. The statements of these
individuals and groups are enhanced by the strong support of countless individuals
throughout the country who have benefited from occupational therapy and keenly
understand the loss for those persons who are deprived access to this service.

Conclusion
In summary, the American Occupational Therapy Association supports the Sub-

committee's home health care initiatives. It strenuously urges the development of a
comprehensive home health care plan. It especially recommends specific modifica-
tions in the current Medicare law including removal of the prior hospitalization
requirement and the restriction on number of visits, liberalization of the "home-
bound" interpretation, and adoption of the provision permitting coverage for occupa-
tional therapy as a primary home health service.

STATEMENT OF THE NATIONAL FEDERATION OF LICENSED PRACTICAL NuasEs
The National Federation of Licensed Practical Nurses is the professional organiza-

tion of licensed practical nurses and comprised exclusively of LPN's. Presently,
there are more than 600,000 licensed practical nurses throughout the country who
serve as an integral part of the health team. As the nation's second largest group of
health providers, LPN's play a vital role in the delivery of health care services, and
because we provide these services in a wide range of settings, we are keenly aware
of our nation's health needs.

One such area where we find present health care services inadequate is in the
area of home health services. Besides the staggering statistics of spiraling costs and
increasing numbers of people who need health services and can neither afford nor
find adequate health care, is the human suffering and the loss of personal pride and
dignity because of these inadequacies. As the bedside nurse, we see the needless
suffering by many patients.

Emphasis in the health area is now turning from institutionalization to less
costly, more effective and more humane home health care and ambulatory care. We
are now discovering that it costs less to keep a patient well and treat them at home
in familiar settings than it does to treat patients in a hospital.

In 1975, nearly 500,000 persons received home health services covered under
Medicare, an increase of 27 percent of those receiving care in 1974. Nationally, 20
out of 1,000 Medicare enrollees received home health benefits.

Social Security Administration actuaries estimated the cost impact of proposed
changes liberalizing the home health benefits under Medicare, such as eliminating
the requirement that beneficiaries be confined to their homes and be in need of
skilled care, limitations on the number of home visits, and the addition of home-
maker services in fiscal year 1978.

In GAO's view, except for the removal of the skilled care requirement, the costs
associated with these changes would not be prohibitive and could provide disincen-
tives to institutionalization. In fact, a bill approved by the House of Representatives
in September, 1977, to encourage the use of less costly home dialysis for Medicare
beneficiaries with kidney failure would eliminate the homebound requirement for
one class of Medicare beneficiaries.

Of major concern to us is that we perceive a great inability on the part of
America to provide adequate health care delivery. The prime reason for this is the
underutilization of health care providers and an outdated philosophy that medical
care is synonomus with health care.. The National Federation of Licensed Practical Nurses sees the necessity to distin-
guish between "medical care" and "health care." It is our contention that health
care encompasses a broad range of services designed to maintain the physical,
mental and social well-being of people. There is no one profession or discipline
which can do all this, and if we are to provide the proper planning, Oielivery and
evaluation of health care, if we are to provide a truly comprehensive health care
program which will include preventive, diagnostic, therapeutic and restorative or
maintenance care, we must use all qualified health providers and produce a system
which is both effective and economical.
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The burden of providing such are should not fall on one group of providers but
rather many different disciplines who are skilled and educationally prepared to
offer a wide range of services.

The educational preparation of an LPN uniquely qualifies us to be better utilized
in home health 'settings. For example, our education includes clinical and classroom
preparation from between 9-18 months, depending on the state in which an LPN
receives his or her education. The clinical experience of LPN's, in some states, often
surpasses that of the registered nurse in the 2-year nursing program.

The clinical experience and the theory preparation includes specific preparation
for working with a patient in home health settings. This usually means the patient's
condition in stable and not acute. The LPN is able, by law and by educational
preparation, to administer medication.

Historically, the practical nurse is the provider who works in the home with the
patient. The basic educational preparation, which includes the fundamental con-
cepts of diet and nutrition, body mechanics, immunology and asceptic techniques,
are the usual skills and knowledge necessary to administer health care to the stable
home health patient.

Usually the type of patient the LPN has traditionally served is better off at home
than in an institutional setting. Studies have found, which we are sure you are
aware, that patients convalescing from surgery or living with a chronic illness will
inevitably recover more quickly and more completely in a familiar setting.

It is in this setting that the LPN can best use his or her educational preparation,
skill and knowledge to administer to the stable patient convalescing from surgery.

The LPN is able to change dressings, check for infection, administer medication
by checking dosage and evaluate its effectiveness. Also, the LPN is familiar with
basic diet therapy and can be certain that sufficient vitamins are taken along with
a proper and balanced diet.

Similarly, the LPN can serve the patient who needs long-term care because of a
chronic illness. The practical nurse can provide the level of care which is customary
and necessary for the patient's health and recovery.

Constant monitoring of the patient's condition along with assisting the patient in
the activities of daily living (ADL) make the LPN the ideal health professional to
provide this level of care in this kind of setting.

As the nation's second largest group of health providers, we are painfully aware
of federal and state policies and programs which encourage participation of only a
few professions in the delivery of health care services. We see an urgent need to
reverse the policies and programs and fully utilize not only LPN's but other quali-
fied health providers.

These policies greatly affect the cost and quality of present health care programs
and waste valuable resurces. Specifically, we would like to address ourselves to
three areas of deficiencies in the current medicare program which, because of these
requirements, greatly impair the delivery of health care services:

1. Present Medicare regulations prohibit and discourage alternatives to institu-
tional care because of their skilled nursing requirement.

2. Present Medicare requirements limit the number of home health care visits to
100.

3. Present Medicare requirements mandate prior hospitalization before an individ-
ual becomes eligible for home health care services.

4. Present Medicare requirements mandate a $60 Part B deductible for home
health services.

We see these requirements as needless and costly barriers which prevent low-cost
quality health care delivery.

The inadequate utilization of home health care benefits is due primarily to the
Medicare requirement for "skilled nursing care." The government has selected a
series of medically-oriented tasks and observations and defined them as "skilled"
care and limited reimbursement eligibility to these tasks, thereby eliminating many
preventive and maintenance services needed to keep the elderly out of hospitals and
other institutions. An elderly widow in North Carolina, who was weak and palsied,
needed certain eye medication administered on a daily basis. However, because of
her infirmities, she could not administer the medication herself. Though the actual
giving of the medication would take less than one minute, as a result of such
impractical regulations, Medicare did not pay for the services because they weren't
termed "skilled" nursing care.

Clearly one could see that this artificial and unnecessary requirement for reim-
bursement severely impairs the ability of LPN's and others to provide needed
services.
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Similarly, 600,000 LPN's who are educationally prepared to do many of the same
tasks as the Registered Nurse cannot provide that service because of the use of the
word "skilled." We want to emphasize a point here, Mr. Chairman, that the thrust
of our argument in no way lessens the quality of care, but merely utilizes more
effectively and efficiently those practitioners who have been educationally prepared.

What is particularly encouraging about the full utilization of health care practi-
tioners is that it will eventually enable more people to enter the delivery system.
We feel that this action in the long run will encourage greater use of home health
benefits and reduce dependency on more costly institutional care.

Congress is just beginning to recognize that some Medicare and Medicaid policies
are too restrictive and prevent the utilization of many health care providers. The
Rural Health Clinic bill establishes a more multi-level and multi-disciplined ap-
proach where health services would be provided by practitioners other than physi-
cians. We think that this is a step in the right direction, and we were glad to see
that LPN's were included in this bill by appropriate language in the Committee
Report.

The second area of professional concern to us regarding the limitations in the
present Medicare program is that present requirements limit the number of home
health visits to 100. This restriction prevents the needed delivery of health care on a
need basis and becomes costly when the maximum home health visits are used and
institutionalization is required.

Many elderly people are prone to chronic long-term illnesses, and the 100-visit
limitations under parts A and B of Medicare expire before the patient has had
sufficient opportunity to recover. Unlimited home health care would also discourage
the use of hospitals and institutions and would provide a more familiar and wel-
come convalescent place to an elderly individual.

Also, through the expanded role of such health providers as LPN's in a situation
where home health visits would be unlimited, preventive and diagnostic services
could be delivered and perhaps save a patient from becoming ill, save money, and
spare the patient possible hospitalization. We do know that it costs less to prevent
an illness than it does to treat it.

It is in these areas that new and expanding roles for RN's, LPN's and other
providers can help keep people out of hospitals and yet provide them with quality
care. We must add at this point, however, that the unlimited use of home health
visits sould be closely tied to an effective utilization review program and that this
review mechanism should be developed and administered by representatives of all
the providers rendering service.

Our third area of concern is that present Medicare requirements which mandate
prior hospitalization before ant individual becomes eligible for home health care
services are too costly. Last Spring, we learned that each day American taxpayers
pay $48 million for hospital care under Medicare-Medicaid.

The Department of Health, Education and Welfare estimated that in fiscal year
1976, the Medicare program spent more than 75 percent of its funds for hospitals
and nursing home care. They report that in 1976, $55 billion was spent on hospital
care alone, and that if present trends continue, total spending on hospital care in
1986-just 7 years from now-will be a staggering $220 billion.

Many times, in an effort to assist a patient in receiving needed benefits, physi-
cians will unnecessarily admit a patient to a hospital so that the patient will be
eligible for home health or nursing home care. We see that not only is this costly,
but it causes a physician to choose between properly treating his patient or comply-
ing with the law.

In addressing these three areas, we hope that we have been helpful to the
Committee in pointing out severe problems in the delivery of health care which
impact on the quality of health care, as well as the cost. Needless to say, we all have
a stake in our health care system. In our desire to provide necessary health services,
we must constantly evaluate the present system, correct its glaring deficiencies and
inefficiencies and remember that our goal is to maximize health care delivery
services and minimize costs. We suggest that the three Medicare regulations dis-
cussed here today impede the process and keep us from our goal, and we suggest
that there be greater utilization of LPN's and home health care programs.

The National Federation of Licensed Practical Nurses believes that enactment of
S. 220, introduced by Senator Matsunaga, will help provide better health care
services. This legislation would permit LPN's to be reimbursed for the health
services they provide to patients covered under the Medicare/Medicaid provisions of
the Social Security Act. We believe this bill will bring health care to those who
can't afford such services now, bring health care to those who are geographically
unable to see a physician or go to a hospital, and we think it would lower the cost of
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health care because LPN's would not be reimbursed at the same rate as physician's
or hospitals.

This Committee has traditionally been one of the leaders in articulating the
health needs of our citizens. We applaud your efforts, and we are proud to work
with you, and we eagerly await the day when all those in need of health care are
able to receive the best care at a reasonable cost.

THE NATIONAL CANCER FOUNDATION, INC.,
New York, N Y, May 21, 1979.

To: Senator Herman E. Talmadge, Chairman, Subcommittee on Health, Committee on
Finance, U.S. Senate

From: The National Cancer Foundation, Inc. and Cancer Care, Inc.; James P. Erdman,
President, Irene C. Buckley, Executive Director.

Subject: Medicare's Home Health Benefits.
Public Affairs Committee: William C. Pelster, Chairman, Richard 0. Aichele, Mrs.

Alfred R. Bell, Mrs. Hiram D. Black, Paul H. Briger, Mrs. Frederick L. Ehrman,
James P. Erdman, Eric L. Hirschhorn, Mrs. Margaret Holmes, John Matthews, A.
Alexander Morisey, Sanford Schwarz, James B. Swire, Mrs. William Tall, Robert E.

'Wallace, Werner Weinstock, Mrs. Wallace B. White, Mrs. Frederic D. Zeman, and
Doris B. Nash, Public Affairs Associate.

We are most appreciative of the fact that Senator Talmadge and the Subcommit-
tee on Health has seen fit to stimulate discussion and deliberation of the problems
relating to Medicare's home health services. We are pleased by this opportunity to
submit written testimony in lieu of a personal appearance and we will speak to the
desperate need for broadening Medicare's coverage of home health services.

The National Cancer Foundation, Inc. and Cancer Care, Inc. has for over 33 years
offered comprehensive social services to advanced cancer patients and their families.
In this time we have given service to over 400,000 persons, including approximately
115,000 patients.

Our services include social work counseling and assistance with planning for the
care of the patient. Our focus at Cancer Care, Inc. is not only upon the patient's
illness, but also upon the family as a whole. We strive both to help the patient live
to the very end with dignity and comfort and to help the family and/or spouse cope
more adequately with the patient's illness so that family or personal breakdown
may be prevented. Consequently, we offer individual counseling, as well as group
counseling for both patients and the bereaved.

We direct our efforts toward self-supporting families who are not eligible for
services from public agencies-the largest segment of our country's population.
Those whose incomes are not high, and the aged living on low, fixed incomes, are
always the hardest hit when a catastrophic illness strikes. While they may have
saved for such a rainy day, and even though they may have some insurance
coverage, both savings and insurance often are far from sufficient.

An integral part of our service is supplementary financial assistance, when
needed, to help defray the cost of se.-vices in the home when it is medically feasible
to maintain the patient at home.

We help patients who are above the Medicaid eligibility level, and have continued
to assist patients after they have "spent-down" sufficiently to become eligible. In
many instances, patients have died while awaiting certification for Medicaid.

Over the years, we have consistently found that most advanced cancer patients, if
they can be at home at all, can be cared for by homemaker-home health aides, and
do not necessarily need skilled nursing care. We wish to relate this basic and
important fact to the issue of home health services under Medicare. Year after year,
nearly half of our caseload has consisted of persons over age 65, and Medicare
eligible. Cancer clearly is not respectful of age, and for the elderly, insult is added to
injury by the fact that the illness is often more drawn out than it is for younger
victims of cancer.

The elderly cancer patients we have known and assisted provide vivid testimony
to the basic inadequacies of Medicare's coverage for home health services. Many of
the limitations and deficiencies of the Medicare program can be traced to its focus
on short-term or acute illnesses. Medicare's stringent requirements governing the
delivery of home health services are directly traceable to this emphasis. Under
Medicare, home health services are allowable only when skilled nursing care or
physical or speech therapy are required. Only then can the patient receive assist-
ance from home-health aides and, except in extraordinary situations, only on a part-
time or intermittent basis. This stipulation and the severe restrictions on the
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number of allowable visits explains why home health care accounts for such an
extremely small percentage of Medicare expenditures.

What happens then, to the elderly person who has a chronic or long-term illness
but doesn't want, or need, an institutional setting? What happens to the elderly
cancer patient who could be maintained at home if he or she is helped with
homemaking or housekeeping services, but can not secure it because of Medicare's
restrictions?

Our long experience has shown that skilled services are usually not needed, at
leasc until the patient's medical condition worsens. Time and again our agency's
assistance with homemaker services has enabled families and spouses to maintain
the patient at home until he dies, often at home.

Medicare's part-time home health visits can meet only very specific nursing
therapy, or personal care needs of some patients. Valuable as this may be, it
answers only a small part of the problem faced by the elderly ill. The major
problem is one of overall care and supportive services to maintain the patient and
keep the home intact.

Some have suggested that the children of older patients should supply the overall
care to maintain their ill parents. However, in our experience this often is not
possible because geographic distances between parents and children, and the fact
that daughters and daughters-in-law, who traditionally cared for older persons in
the family, often are working themselves.

We must be realistic about the changing patterns that have occurred in our
highly industrialized and mobile society, and we must not create legislation that is
based on former lifestyles. Surely, we, as a civilized nation and society, owe to those
who have spent a lifetime as constructive citizens at least decent and comprehensive
medical care in their old age. they must also be given the opportunity to live out
their remaining days with as much dignity as possible. This can only be achieved
through the provision of a broad variety of home-based services, as well as counsel-
ing services, so that the elderly may be helped to cope with the problem of illness
and old age.

It is sad, but very true, that the elderly person with a long-term or catastrophic
illness, must use up his savings (often very meager) to pay for the supports he needs
at home such as homemakers, domestic chore services, special equipment, just to
name some. He lives then with increased anxieties and fears about what will
become of him. And he learns, sadly, that he deceived himself when he thought that
the Medicare program would be of sufficient help when he got ill.

We would like to offer the following specific recommendations:
1. That present restrictions limiting home health care services to part-time and

intermittent skilled nursing care be removed and time limitations imposed upon
home health visits be extended.

That the definition of a home health aide be expanded to include such other
supportive services as housekeeping. In fact, the title should really be "homemaker-
home health aide." Medicare coverage should be extended to include a broad variety
of home-based services. The scope and type of service to be utilized should be
planned and periodically reviewed by a professional team which might include some
or all of the following disciplines: physician, nurse, social worker, or therapist. The
social worker should also be available to counsel the patient and family.

2. The "post-hospital" requirements for home health services must be eliminated.
Such requirements create severe hardships as well as unnecessary hospitalizations,
which frequently are recommended in order to qualify for reimbursement from
Medicare for eventual home health services or nursing homes.

3. Medicare should provide coverage, on an out-patient basis, for drugs, medica-tions, and other treatments, such as chemotherapy. This last item is an extremely
costly one, and creates severe hardships for the elderly who often must live on low,
fixed incomes. Likewise, coverage must be broadened for dental, eye and hearing
care.

4. Medicare should also provide coverage for all the recognized skills and profes-
sions needed by the elderly. Recent legislative proposals have singled out psycholo-
gists for such coverage. While there is coverage for medical social work services
(under the direction of a physician) in hospitals, nursing homes, and home health
services agencies, there is no coverage for counseling services offered by trained
social workers under the auspices of social agencies or licensed mental health
clinics. The mental health needs of the elderly must not be overlooked, and social
work is one of the helping professions uniquely equipped with skills to meet these
needs.

Medicare home health and out-patient coverage must be broadened in the ways
we have outlined, so that it will finally meet the needs of the elderly ill in a more

48-611 0 - 79 - 28
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realistic and humanitarian manner. The time has come for a truly comprehensive
and worthwhile health insurance program for our older citizens.

In conclusion, we are taking the liberty of sending with this testimony a copy of
"The Impact-Costs and Consequences of Catastrophic Illness on Patients and Fami-
lies," published by our agency in 1973. The findings of this research study attest to
the severe inadequacies of both health insurance and Medicare when there is a
catastrophic illness. We recommend it to you for its vivid and heartbreaking analy-
sis of the costs, both the obvious and the "hidden," of a catastrophic illness. Clearly,
this study, which has been widely quoted, gives further evidence beyond our agen-
cy's day-to-day experience of the unmet needs of the catastrophically ill, both young
and old. The only change that has occurred since our research was done has been
escalated costs and increased human suffering.

STATEMENT OF THE AMERICAN ASSOCIATION FOR RESPIRATORY THERAPY

The American Association for Respiratory Therapy (AART), a professional associ-
ation representing close to 20,000 respiratory therapy professionals across the coun-
try, welcomes the opportunity to comment on the subject of home care, its impact
on the health of the people of this country, and the role of Medicare in financing
home health benefits to its beneficiaries.

Home care in general is certainly an idea whose time has come. It offers many
things that our national health care delivery system needs: a mechanism providing
appropriate levels of care for those who do not need institutionalization, inherent
cost savings related to reduced hospitalizations, and a humane set'zing familiar to
the consumer/patient.

APPROPRIATE LEVELS OF CARE

Simply stated, the cost of health care is too high in this country. No one can deny
that high costs are related to intricacies of the present reimbursement system, a
system which already reimburses for high cost procedures such as coronary by-
passes, hip replacements, and renal dialysis, regardless of documentable short or
long term benefits. PSROs appear to be headed in the right direction, but progress
has been slow. The problem of identifying appropriate levels of care is still a major
flaw in our delivery system and it appears to the AART that home care is a solution
(not THE solution) to our present situation.

There appears to be reasonable documentation available to address the pointed
conclusion that certain populations in hospitals and nursing homes are receiving a
level of care in excess of their medical needs. Both the Congressional Budget Office
(February, 1977) and the General Accounting Office (December, 1977) emphasize
that a significant percentage of the institutionalized population could be cared for in
less intensive settings if more community based programs were available.

AART strongly believes that home care is one answer to the problem of excessive
levels of care to the institutionalized population.

COST SAVINGS

The issue of cost savings related to home care is not as clear as originally
perceived. AART recognizes that home care has traditionally been a "curative"
service, but we believe there is certainly benefit in its role as a preventive program.
Regardless, home care can be quite economical if handled appropriately, but recent
experiences in the Medicare/Medicaid programs seem to indicate that home care, by
definition is not always the cost saver it was believed to be. There is little question
that home care in general is cheaper than institutionalization; likewise AART
recognizes that home care is more expensive than no care at all. The dilemma,
therefore, is to establish through certain quality control mechanisms assurances
that patients receiving home care are receiving care that is medically indicated,
physician reviewed, and beneficial to the patient.

The art of quality assurance has not come very far in health care, and that fact
concerns AART. We recognize that it is difficult to gauge quality in a hospital
setting with one physician reviewing another's work, and that gauging similar care
in the home certainly is more difficult. Nonetheless, AART firmly believes that
quality control mechanisms can be developed to assure appropriate care to the
consumer.
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A HUMANE SETTING

We must not lose sight of the very important principles of home care-the
delivery of needed health care services in a setting familiar to the patient. There is
little doubt that most people feel more comfortable in the home, certainly as
compared to hospitals and nursing homes. Many in fact feel that nursing homes are
places to die, and home care offers a logical alternative to that stigma. AART
believes that home care provides health care services in a dignified and comfortable
setting for the consumer.

THE MEDICARE HOME CARE PROGRAM

The present Medicare statutes specifically spell out who is eligible for home care
benefits and limits those benefits to certain medical services. Noticeably absent
from the conditions of eligibility and the scope of beneifts is respiratory therapy.

Section 1835 (aX2XA) clearly states which Medicare beneficiaries are eligible for
the home health benefits. The interpretation of that language has resulted in what
AART believes to be a serious flaw. At the present time a medicare beneficiary
whose sole medical need is the use of oxygen, a life sustaining therapy, is not
eligible for the medicare home health benefits. For a certain population there is no
question that administration in the home is a life sustaining service, yet it is not
reimbursed under the home care benefits.

AART certainly recognizes the fact that the cost of oxygen in the home is
reimbursed unde the durable medical equipment provisions of the Medicare pro-
gram, yet there are not services available to those in need of oxygen or other
aerosol therapies. This simple fact leads to serious quality control problems that are
reflected in the rapid increase of Medicare expenses in this area. A recent study by
the South Hills Health System Home Health Agency (outside Pittsburgh, Pa.) which
examined respiratory therapy services in the home stated, "Home visits by a respi-
ratory therapist are usually in conjunction with the delivery of respiratory equip-
ment by the rental company. These visits are limited primarily to instruction in
machine use. There have been instances when this instruction has been completed
by the truck driver." This type of health care delivery is totally unacceptable to
AART and we have strong reservations about medicare encouraging this behavior to
continue.

The same South Hills study mentioned above examined in great detail the poten-
tial cost savings of providing respiratory therapy to a select population with respira-
tory ailments. "There was a total reduction of 421 hospital days after home care
respiratory therapy, which was approximately 8.1 fewer days per patient per year.
Thus, reductions can be seen in the number of admissions, the number of hospital
days, the number of patients hospitalized, and the length of stay after home care
respiratory therapy." Furthermore, the study notes specific dollar savings. "The
total costs prior to home care respiratory therapy (the cost of hospitalizations) was
$127,395.00 for the 52 study patients. The total costs after home care respiratory
therapy (the costs of hospitalization, registered nurse visits, respiratory therapist
visits, and e luipment) was $98,154.00. This represents savings of $29,241.00 or
$562.32 per patient per year.

Under the current Medicare statutes respiratory therapy is not a reimbursable
service. AART firmly believes that such a situation leads to poor quality health
care, inappropriate levels of health care, and escalated health care costs.

RECOMMENDATIONS

As the Senate Finance Subcommittee on Health considers possible improvements
in the Medicare home care program, AART makes the following recommendations:

1. Change Section 1835(aX2XA) to permit need of respiratory therapy to become a
means of determining eligibility for the Medicare home health benefits.

2. Change Section 1861(mX2) to include respiratory therapy as a covered service
under the Medicare home health benefits.

It is only logical that the Subcommittee consider the costs of changing the
statutes to meet these recommendations. AART is sensitive to the political climate
and the inflationary nature of the entire Federal budget. Yet we firmly believe that
the costs of not implementing these changes are even higher, not only in terms of
dollars, but in terms of a significant portion of the durable medical equipment
program going without quality control, a significant portion of the Medicare popula-
tion not receiving life sustaining services, and a significant portion of the Medicare
population continuing to receive costly unnecessary care.
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The Association is willing to discuss these issues with the Subcommittee as you
might deem appropriate.

ST. MARY'S HOSPITAL,
Athens, Ga., May 18, 1979.

Hon. SENATOR HERMAN TALMADGE,
US. Senate,
Washington, D.C

DEAR SENATOR TALMADGE: In a recent telephone conversation with Mr. Jay Con-
stantine, I was informed of the hearings to be held by the Senate Finance Commit-
tee on S. 489-the proposed bill limiting restrictions and expanding Home Health
Care services to those in need. As a provider of Home Health Care services, I would
like to submit to you and other committee members relevant information based on
our home health services experiences. It is my hope you will include our comments
in your report and recommendations.

PROGRAM DESCRIPTION AND BACKGROUND

St. Mary's Hospital Home Health Care is a hospital-based home health agency
providing professional nursing and other health services to patients within an 11
county mainly rural area in Northeast Georgia. St. Mary's Home Health Care has
brought hospital and rehabilitation services to the patient in the home since 1968.
Its services include: Skilled Nursing, Physical Therapy, Speech Therapy and Occu-
pational Therapy, Medical Social Services, Home Health Aide, Nutritional Guid-
ance, Laboratory Services and Patient Care Equipment. All care is supervised by
the patient's personal physician. The St. Mary's Home Health Care program is in
compliance with the standards of the Joint Commission on Accreditation of Hospi-
tals and is licensed and certified under Medicare and Medicaid.

In 1976, the State of Georgia sponsored, Alternative Health Services Project
(AHS), a cost effective alternatives to nursing home institutionalization project,
contracted with our Agency in June of 1977, to provide home health care services to
persons aged 50 years and over in need of health services and Medicaid eligible.
Known as the "Medicaid Waiver Project" (Section 1115 waiver of Section 1903 of
Title XIX of the Social Security Act), the four years extended project ensures
Medicaid eligible persons continued coverage while receiving health care services in
their home setting.

As a result of the Agency's participation in the Alternative Health Services
Project, our home health care services have been expanded to include homemaker/
chore services, meals including special nutritional diets, Occupational Therapy, andMedical Social Services to ersons in need who previously would have been ineligi-
ble for such services as Medicaid recipients only.

The number of visits made by both the skilled and supportive services are com-
pared for Alternative Health Services only patients and is noted below.

Number of vwts

Ap 1978 Aprd 1979

Skilled services:
Skilled nursing ................................................................................... 80 163
Physical therapy ................................................................................ 3 13
S pe ............................................................................................... 0 0Occupational therapy ............................................................. . . .... . . 3 1
Medical social service ............................................................ . ....... 0 11

Totals ............................................................................................ 86 18 8
Suppotive services:

Hom e health aide .............................................................................. 54 199
Hom em aker/chore ............................................................................. 85 103
Hom e delivered m eals ....................................................................... 458 2,128

Totals ..................................................... ..................................... 59 7 2,53 0
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The comparison of April figures for two successive years indicates that skilled
visits supplied to Alternative Health Services patients rose by 218 percent and
supportive service visits rose by 424 percent.

The above figures represent visits made under the Alternative Health Services
project only. Skilled service visits made by the Home Health Care Agency for the
month of April 1979 (including those made under Title XVIII and Title XIX were
558. Alternative Health Services visits constituted 188 of these or 34 percent.

RESULTS

We are aware that service count figures alone are insufficient data in the-evalua-
tion of effectiveness of home health care services in helping impaired elderly to
remain in home settings and avoiding frequent and costly rehospitalization and
premature or unnecessary institutionalization. We also need to examine the crucial
variables of (1) patient's level of impairment, (2) his living arrangement; and (3)
available community supports.

Our Agency is beginning to gather data on the above variables which will prove
useful in comparing the two elderly groups currently served (i.e., Alternative Health
Services patients and other Home Health Care patients). The following, therefore,
are general observations based on our experience in delivery of home health serv-
ices and in discharge planning experiences with Home Health Care patients.

Level of impairment
With the elimination of the homebound status and skilled nursing requirements

under the Medicaid Waiver project, Alternative Health Services patients tend to be
less impaired than other elderly Home Health Care patients served. Since we know
that the greatest probability of rehospitalization and institutionalization exists at
the extremely impaired levels, we need to be aware of this when examining rehospi-
talization or admission to institution rates of both groups.

Living arrangements
Family involvement and cooperation are absolutely essential to the implementa-

tion of home health care services for the severely disabled and chronically ill
elderly. Evaluation of the family and living arrangment component of the patient
care program is an important factor to be considered. We know that persons who
have no spouses, children, or other relatives or friends to assist in providing on
going daily care are more likely to be institutionalized. Alternative Health Services
patients tend to have less available family and financial supports and less access to
ongoing daily care provided by family, friends or paid helpers.

Thus, a vital and essential component of the program is supportive services to the
patient such as counseling, education and community services to augment the care
provided by the family. If the family care system breaks down, institutionalization
is more likely to be the only alternative irrespective of the quality and quantity of
skilled medical services.

Community supports
If community services cannot provide assistance with the elderly person's basic

needs when there is limited family or friends support available often
institutionalization is the only alternative left. Alternative Health Service patients
tend to be more dependent upon community services than other home health care
patients due to inadequate income and other financial resources, less family support
and ongoing daily care. A growing number of other Home Health Care elderly
patients are also living on inadequate incomes just above the allowable maximum
income requirements for SSI. They are often ineligible for community services
typically available to SSI recipients.

Based on our experience in discharge planning within the 11 county rural commu-
nities we serve, we find there are individual differences in the kind and quality of
community services available and accessible to elderly persons. For example, some
local county commissioners have refused to allow home delivered meals or congre-
gate meals in their counties. In only a few counties medical transportation is
provided by volunteers and most counties have only travel reimbursement available
to families of patients not living in the home or friends and limited information
about reimbursement is available. Some physicians in a few counties do not refer
patients to home delivered services or do not provide adequate medical supervision
of the patient's care under Home Health Care services. Pharmacies in a few coun-
ties are unable or unwilling to deliver medications or provide adequate labeling of
medications. Some County Departments of Family and Children Services are inad-
equately staffed and funded and workers have limited experience in providing
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effective Protective Services to the frail elderly, living alone and without family or
friends and who have great or extreme impairment.

GAPS IN SERVICES

Funding
Current limitations of the two major funding sources of Home Health Care

Services, Medicare and Medicaid, including skilled nursing care need for prior three
day hositalization and 100 home health visits have imposed severe restrictions on
services to the chronically impaired and often the terminally ill patient. Neither
funding source along provides maintenance or preventative coverage when skilled
services are no longer justified. Federal resources currently utilized to fund such
programs as Titles Ill and VII as well as Title XX are inadequate to meet the full
scope of need for home care services, are not viable alternative services for the
moderate to severe physically and mentally impaired and lack coordination of
services at the local level due, in part, to lack of availability of medical and social
services.

Coordination
There is a definite lack- in; follow-up by referred community agencies for continu-

ation of services upon discharge from Home Health Care Services. This varies by
community response as reported earlier; e.g., discharged patients on special diets
are not ensured continuation of the diet at nutrition sites of home delivered meal
provided by nutrition site programs. Limited numbers of homemaker services in the
community. Counseling with the family regarding patient's care and resolution of
problems associated from stress/burden of chronic illness in the home is not pro-
vided by the typical social service agency or caseworkers with no health care
experience. Outreach services provided by mental health, senior centers and Depart-
ment of Family and Children Services, and Public Health, are limited and few
discharged patients can expect these services to contact them-they must walk-in to
receive services.

Qaality control
Currently, our Agency receives quarterly reviews by Medicare, Medicaid-Alterna-

tive Health Services for which no system of standardized guidelines have been
developed. Coverage for Home Health Care service charges are based on funding
source reviews which include clinical and financial audit with varying standards.
Audits are expensive; negative reviews often demoralizing to staff and upsetting to
patients.

Recommendations
The following are recommendations and lend in support to S. 489;
1. Repeal of limiting restrictions imposed by Medicare and Medicaid.
2. Elimination of middle man approach to service delivery-direct service monies

to be expended directly to individuals in need of health care services.
3. Standardization of guidelines from major funding sources of Health Care Serv-

ices.
4. Coordination of services (medical and social) at the local level would be more

effective under supervision of the comprehensive home health care agency.
5. Training and supervision of homemakers and aides would be more appropriate

by skilled nursing and other skilled services within home health care agency.
I appreciate the opportunity to present this information for your consideration in

the review of the need for expansion of Home Health Care services. Please do not
hesitate to let me know if you would like additional information or further com-
ment from us.

Respectfully yours,
HESTER FORTSON, RN.,

Director, Home Health Care.

STATEMENT OF THE WEST-MONT COMMUNITY CARE, INC., HELENA, MONT.

West-Mont Community Care, Inc. is a free standing, non-profit home health
agency which has been providing service to Helena and the surrounding three
counties for five and one half years. We see approximately 800 patients per year,
with approximately 75% of these being Medicare eligible. We would like to submit
the following comments regarding the proposed "Medicare Home Health Amend-
ments of 1979" and how these amendments will affect our service to patients.
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1. We strongly support the elimination of the three day prior hospitalization
requirement under Part A of Medicare. The presence of this requirement only
encourages unnecessary institutionalization of patients in order to secure Medicare
coverage of needed home health services. We have often been asked why patients
requiring home health services without prior hospital or nursing home care are not
simply billed under Part B of Medicare. We do this whenever possible; however, we
occassionally care for patients who are not covered by Part B. For such persons who
have no institutional h,?alth care needs, the prior hospitalization requirement repre-
sents a costly stumbling block to obtaining needed home health services.

2. We strongly suppA the inclusion of occupational therapy as a primary home
health service under Medicare's Hospital and Medical Plans. In addition, we recom-
mend that it be included as a covered service in the Outpatient Services section of
Part B, of the Medicare Medical Plan. Next to physical therapy, occupational
therapy is our most heavily utilized rehabilitation service. It is also the most
difficult for which to secure reimbursement. Very few commercial health insurance
policies will cover occupational therapy and Medicare currently covers only if a
registered nurse, a physical therapist or a speech therapist is also on the case. It has
been our experience that frequently the occupational therapist is the only discipline
required on a case. If skilled nursing is required, it is often needed for a much
shorter period of time than the occupational therapy. The requirement of concur-
rent provision of skilled nursing, physical therapy or speech therapy in order to
secure reimbursement for occupational therapy only encourages agencies to "find a
need" for these services in an effort to get the truly needed service-occupational
therapy-paid for. The other options are that the patient pay privately for the
service (many low income elderly cannot afford this) or, unless the home health
agency has community funds to cover charity services, the patient goes without the
service.

Occupational therapy is a well established, separate discipline, having been in
existence for approximately 60 years. Occupational therapists have invaluable skills
to offer home health patients. Many of those they treat suffer from arthritis, strokes
or diabetes. The age group hardest hit by these ailments is the elderly-those
Medicare is designed to serve. We submit that Medicare would serve these persons
much better if occupational therapy were covered as a primary home health service
and as an outpatient service.

3. We support the elimination of the limitation on the number of home health
visits allowed in a calendar year. It is not often that we have a patient who requires
more than 100 visits in a year. However, it has happened and for those patients who
experience a need for more visits, elimination of this restriction would be most
helpful. In addition, we recommend the elimination of the limitation on the number
of reimbursable visits per benefit period under Part A of Medicare. The current
limit encourages those who have exhausted their visits to seek hospitalization, not
because institutionalization is needed, but as the only way they can rejuvinate
needed home health benefits.

4. We support the development of standards for the training of home health aides.
We suggest that in developing such standards, the Secretary utilize the wealth of
data already available through the National Council for Homemaker-Home Health
Aide Services, Inc. It was the Council which developed the home health aid training
program which was used by agencies participating in aid training funded through
P.L. 94-63. Our agency used this program to train four aides this year and we found
it to be excellent.

5. We object to Section 2(1X7) of S.489 which would require home health agencies
to bill all patients every two weeks. We currently bill on a monthly basis. To be
required to bill twice as often would substantially increase our costs. Also, the way
this section is worded seems to indicate that all patients would be sent a billing
every two weeks, regardless of whether they were private pay, Medicare or Medic-
aid. Services to our Medicare and Medicaid patients we currently bill only to our
intermediary-on a monthly basis. To be required to send notification to the patient
every two weeks, in addition to our current billing process, could only substantially
increase costs.

We appreciate the opportunity to give input on this legislation. Thank you.

STATEMENT OF MARY JANE MAYER, EXECUTIVE DIRECTOR, THE VISITING NURSE
ASSOCIATION OF MILWAUKEE

I am pleased to have an opportunity to present specific concerns which The
Visiting Nurse Association of Milwaukee is experiencing in the reimbursement of
services under Title 18 and Title 19. The Visiting Nurse Association of Milwaukee
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provides 24 hour a day, 7 days a week, professional nursing and homemaker-home
health aide service. Other VNA services are: physical therapy, occupational ther-
apy, social work and nutritional services (including a mobile meals program). The
VNA provides by contract speech therapy, medical supplies and equipment, trans-
portation, inhalation therapy, oxygen and laboratory services. The agency's total
visit volume has increased from 11 percent in 1976 to 19 percent in 1978, 163,000
home visits. During this same period, we have seen a decrease in Medicare volume
and income. Medicare is meeting less and less of the needs of the elderly in the
acute, intensive care and terminal illness parts of our programs. In 1976, Medicare
income was 49 percent of total VNA income and in the first quarter of 1979, 43.4
percent. Our total number of Medicare professional service visits remain constant at
54 percent. A more dramatic change is seen in homemaker-home health aide hours:
in 1976, Medicare aide visits were 29.4 percent of total aide hours; in 1978, 24.8
percent of total.

The Visiting Nurse Association of Milwaukee believes the Medicare reimburse-
ment is decreasing for several reasons:

1. Change in the interpretation of the definition of homebound status. This has
resulted in retroactive denial of care as long as 4-6 months after service has been
given. The Visiting Nurse Association of Milwaukee has waiver of liability status,
but the waiver does not cover denial due to homebound status. The VNA patients
who require fee adjustments have median annual incomes of $4,300 per year with a
median savings of $1,500. Often the agency cannot recoup the total amount of the
bill. In 1978, the Visiting Nurse Associaition of Milwaukee's charitable service was
half a million dollars.

2. Change in the interpretation of skilled nursing and physical therapy service,
resulting in the denial of services. This change is frequently seen in skilled physical
therapy which goes beyond 10-14 days of service and in skilled nursing in care of
terminally ill beyond a certain period of time and in the care of patients who are
receiving renal dialysis as an OP and require shunt care. Mrs. W. is a good example
of retroactive denial due to a determination of non-skilled physical therapy. Mrs. W.
is an 87 year old woman who lived alone independently until she fell while someone
was stealing her purse. She sustained a fracture of the right shoulder. Mrs. W. left
the hospital 7 days early due to the cooperative planning of the family, the hospital,
VNA and physician. The physician ordered Mrs. W. to have physical therapy until
she was able to move her arm in a prescribed manner. Mrs. W's daughter cared for
all Mrs. W.'s personal needs during this time, and was taught to do simple range of
motion by the physical therapist. Mrs. W. received service from November 1, 1978,
to January 16, 1979, 28 physical therapy visits at a cost of $616.00. She was
independent on dismissal. March 9, 1979, Medicare retroactively denied payment as
of November 15, 1978. The VNA or Mrs. W. was responsible for $420.00 of that bill.
Mrs. W. lived on social security alone. She was able to pay only $1.00 per visit. The
VNA absorbed the rest. As Medicare covers less and less of the needs of the patient,
agencies, such as the VNA, are experiencing greater gaps in charitable dollars
available from sources such as United Way, private foundations, etc., and the need
for such funds. We are fearful that many agencies may turn to serving the patient
only as long as Medicare covers-resulting in a seesawing of patients from hospital,
to home, to hospital and finally the only alternative, skilled nursing home care.

The restrictive payment of homemaker-home health aide hours is also increasing.
The VNA has an acute, intensive care program, a program for the terminally ill
and a program for care of the patient following hospitalization. We rarely (less than
1 percent of the time) receive more than 2 hours of Medicare covered aide service a
day, or more than 3 times a week for any one patient. Our concern in this area
intensifies as we begin a joint hospice program with a hospital in our area.

4. The majority of service to Medicare patients which lasts more than 30 days
results in requests for increased documentation and often denial of care. The Visit-
ing Nurse Association of Milwaukee's caseload, as well as many other home health
agencies, is experiencing an increase in patients 75 years of age and older. The
median age of the VNA caseload is 75 years. They may require a little longer to
recover, but often do return to full independence or independence with limited help
if they have care based on need not payment source. We regret that neither
Medicare or Medicaid has recognized the value of periodic assessment and evalua-
tion of the elderly, particularly those over 75 years of age, to prevent or retard
complications of age, and thus reduce institutionalization.

Another interesting statistic which demonstrates what little cost'impact removal
of a 100 visit limit will have, is the fact that of 6,000 Medicare A patients admitted
to VNA services in 1978, 10 achieved 100 visit limit.
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I wish to discuss briefly problems with Title 19 and Title 20 reimbursement.
Confusion exists among providers of service, legislators and policy makers regarding
the use of Title 19 and Title 20 monies as it relates to personal care. It is my belief,
that the introduction of Title 20 monies for payment of personal care services
without a clear definition of what level of care Title 20 was to serve, has caused
much of the problem. It is impossible to categorize patients' needs into Titles 18, 19
and 20. Patients are not static, they are ever changing. Personal care regardless of
source of funding must provide the patient an opportunity to move from minimal
professional supervision to maximum as his condition changes. Often people giving
personal care are unable to recognize the change or have not developed agency
lin kes which would provide for continuity of personal care.

Title 19 in the State of Wisconsin has been paying cost of covered home health
services. It is only this year that the possibility of a cost cap on homemaker-home
health aide service has been recommended. A cap which is well below the median
cost of the certified home health agencies. We are presently working with the state
to resolve this issue, as I am sure we will. I bring it to this committee's attention
because I know of many other states where agencies arepaid far below cost by Title
19, thus increasing the already addressed dilemma of charitable service. Home
health agencies are often reminded to become more businesslike. Good business
practice requires cost be paid for covered service.

In closing, I would like to comment on the proposed cost caps and uniform
accounting systems. We feel the proposed Medicare cost caps, if they must exist,
should have been set after the Uniform System for Home Health Agency Reporting
had been developed and tested, and the additional cost to the agencies for such a
system was determined. A further cost to our agencies, which we would like to bring
to your attention, impacting on cost, and which this committee should be cognizant
of, is cost of mileage. In 1978, the Visiting Nurse Association of Milwaukee's field
staff travelled over 770,000 miles at a cost of $166,500 (17t a mile). This cost will
increase as gas prices increase. Costs will further increase if we are to wait in lines
for gas, thus reducing staff productivity. Many of our medical supplies have oil and
petroleum basis and will also be adding to additional cost.

Thank you gentlemen. It has been an honor to address you.

STATEMENT OF THE AMERICAN SPEECH-LANGUAGE-HEARING ASSOCIATION, BY
MORGAN DOWNEY, DIRECTOR, GOVERNMENTAL AFFAIRS DivisioN

Mr. Chairman, the American Speech-Language-Hearing Association is grateful for
this opportunity to offer its views on changes in Medicare's home health benefits.
The Association is composed of over 30,000 speech-language pathologists and audio-
logists, many of whom participate in Medicare and Medicaid programs and in their
home health care components.

Under the present Medicare law, home health care -benefits are skilled care
oriented. They are not desi ned to provide coverage for care related to helping with
activities of daily living unlss the patient requires skilled nursing care or physical
or speech therapy. Home health services as defined by the Social Security Act do
include part-time or intermittent nursing care; physical, occupational, or speech
therapy; medical social services; services of home health aides; medical supplies and
appliances; and, for agencies affiliated with a hospital, medical services provided by
an intern or resident in training.

To be eligible for home health care under Medicare, the person must be confined
in his residence, under the care of a physician, and in need of part-time or intermit-
tent skilled nursing services and/or physical or speech therapy. A physician must
prescribe the need for such care. If these requirements are met, a person is eligible
to receive other covered home health services.

The qualifications for home health benefit include a period of hospitalization for
at least three consecutive days prior to the start of inhome care. The care must be
provided for an illness for which the person received services as a bed patient in the
hospital and must be provided within a year following hospitalization or after a
covered stay in a skilled nursing home following such hospitalization. Under Part A,
a person's coverage is limited to 100 home care visits a year after the start of one
spell of illness and before the beginning of another. A person may qualify for home
health care benefits under medical insurance, Part B, without prior hospitalization
provided certain conditions are met.

In commenting at the outset, we would like you to know that our Association's
position is in favor of the elimination of limits on number of visits under Part A and

Part B of Medicare as well as the elimination of prior hospitalization requirement
under Part A. We believe that these limitations do not provide any significant cost
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savings and unduly restrict access to home health by persons in need of such care.
The requirement of a three-day hospital stay prior to home health service delivery
does nothing to contain costs and frequently inflates them. It is an arbitrary
imposition that imposes an unneeded restriction on the delivery of these services.
HEW reported in Health, United States, 1978:

The restrictive nature of these requirements (for Medicare coverage of home
health service delivery) has been a major cause of a generally recognized underutili-
zation of home health care. Not only are the regulations and definitions restrictive,
but their complexity also makes them subject to a variety of interpretations. Conse-
quently, payment is sometimes denied to those who have supplied services. Al-
though often cited as an important factor in long-term care financing, Medicare is,
in fact, more geared to meeting the short-term needs of acutely ill, rather than
those with chronic illnesses or lasting disabilities. (at pp. 102-3)

What is integral to the delivery of home health care is the availability and
accessibility of the services that Congress meant home health agencies to provide.
We cannot speak for the other services that home health agencies deliver. But our
experience in terms of home health agencies' delivery of speech-language pathology
services might be helpful for this Committee to analyze whether the Congressional
requirements are being met.

We will not rephrase at this point the statistics with which this Committee is no
doubt familiar. Speech and the hearing problems that often are related to disorders
of speech have already been analyzed and their prevalence in the elderly population
has been found to be from 30-70 percent. Despite the requirement that those who
provide home care must be able to provide more than simple nursing care, that is,
the home health agency must provide at least one other therapeutic service if it is
to be eligible for Medicare reimbursement, less than one-half of the home health
agencies provide speech-language pathology services either through an employee or
under contract. Data obtained from Health, United States, 1975, reveal that in 1967
20.6 percent of home health agencies surveyed provided speech-language pathology
services, and in 1974, seven years later, 30.7 percent provided speech-language
pathology services. These figures might be compared with those of nursing care (100
percent in 1967 and 100 percent in 1974) and physical therapy services (68.5 percent
in 1967 and 71.9 percent in 1974). Although medical social services and home health
aide services are not requirements for Medicare reimbursement, according to
Health, United States, 1975, in 1967 22.8 percent of home health agencies surveyed
provided medical and social services and 34.3 percent provided home health aide
services; in 1974 23.3 percent provided medical social services and 67.4 percent
provided home health aide services (at p. 145).

In addition to home health agencies which do not offer speech-language pathology
services, other agencies complicate the lack of accessibility through "paper compli-
ance"-that is, demonstrating a signed contract with a speech pathologist to provide
services, but never in fact providing those services.

What are the causes of this underutilization? There may be several, but some can
be identified at the outset. First, Section 1861(o) of the Social Security Act requires
that home health agencies provide services that are supervised by a physician or
registered professional nurse. The unfortunate result of this provision is that
speech-language pathologists and other health professionals providing services usu-
ally have no input into policies, procedures (including referral procedures), or
review of services provided by the home health agency. Despite Congress' apparent
intention to attempt to provide an integrated program through home health agen-
cies for Medicare beneficiaries, the result has been the opposite: nurse- or physician-
dominated control has resulted in limited use of other disciplines to provide serv.
ices. This lack of integration of services makes maximizing benefits for patients
extremely difficult.

Secondly, in many cases physicians and nurses are not trained to identify and
deal with speech problems; they may simply attribute a decline in verbal ability to
an elderly patient's decline in ability to hear. Progressive deterioration of an older
person's hearing can deny that person self-corrective mechanisms to keep his or her
speech clear and understandable by others. Yet Medicare excludes any services
relating to hearing aids and provides for evaluations by audiologists only when they
aid the physician in the diagnosis of a medical condition. Audiological rehabilitative
services for the hearing impaired (e.g., speechreading, auditory training, speech
conservation) are not covered services under Medicare Part B. We propose that this
Committee make audiological rehabilitative services conducted by qualified audiolo-
gists a covered health benefit to the extent that home health agencies should
reimburse qualified audiologists to evaluate their beneficiaries to determine the
nature of any hearing loss and to provide rehabilitative services to facilitate com-
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munication of the hearing impaired. That does not include the provision of a
hearing aid but it does provide that Medicare beneficiaries would receive the best
audiological testing and rehabilitation possible for their condition. We recommend
that as much as possible the reuirement provide for transportation to a suitable
speech and hearing facility, be it hospital clinic, speech and hearing center, or other
office, since the use of sound-proof chambers and sophisticated equipment is neces-
sary to proper evaluation. Only in exceptional circumstances should an evaluation
actually be done in the home.

Third, we urge that this Committee recommend that HEW undertake a program
of instruction for home health agency administrators so that they may become more
adept at understanding the nature of communication impairments in the elderly
and understand what services are available to them. This Association has undertak-
en some activities in this regard and would certainly be interested in working with
the Department of Health, Education, and Welfare or Administration on Aging to
develop such an educational program.

Fourth, the unavailability or inaccessibility of speech pathology services may in
part be due to some reimbursement problems. Specifically, we have received com-
plaints from speech-language pathologists who have health agencies reimburse them
at shockingly low rates, often much less than usual charges. We believe that the
Committee should not encourage home health agencies to hide behind confusing
reimbursement rationales. Rather, this Committee should make clear that home
health services should be reimbursed on a reasonable charge basis to the speech-
language pathologist (and audiologist) practitioner. The delivery of this form of care
must be on an equal basis with that of hospital inpatient, outpatient, and skilled
nursing facilities or those facilities will be the only locations where services can be
received.

One final comment concerns the Medicaid program's home health provisions. We
are concerned that under Title XIX and Medicaid regulations there is a discrepancy
between what the income eligibility standards are for nursing home care and for
home health care. This discrepancy favors the institutionalization of elderly per-
sons. We support changes to equalize institutional and community eligibility stand-
ards so that persons who might otherwise be institutionalized can remain in their
own homes when it is cost-effective to do so.

STATEMENT OF THE AMERICAN DIETETIC ASsOcIATION

The American Dietetic Association is submitting the attached statement to be
inicuded as part of the printed record of hearings on Medicare and Medicaid Home
Health Benefits by the Senate Committee on Finance.

This statement is being presented by The American Dietetic Association in behalf
of its 39,000 members. Founded in 1917, the objectives of the association are: To
improve the nutrition of human beings; to advance the science of dietetics and
nutrition; and to improve education in these and allied areas.

The American Dietetic Association has adopted a policy statement supporting the
premise that nutrition services under the supervision of qualified nutrition person-
nel should be a component of ALL health and health related programs and should
be designed to reach the total population with priority to such nutritionally vulner-
able groups as infants, children and youth in the growing years; women in the child-
bearing years and the older population.

In its commitment to professional and social responsibilities for the promotion of
optimal nutritional health the Association believes that dietitians as the only pro-
fessionally educated group whose primary concern is the application of nutrition
science to the care of people, should be involved in the planning and execution of all
comprehensive health care programs. Registered dietitians believe that nutrition is
an integral part of total health and life care and urge that all efforts in nutrition
and health be multidisciplinary.

The American Dietetic Association is committed to the principle that the inclu-
sion of nutrition services in comprehensive health care is positively related to the
maintenance of health and the reduction of sick care costs and services. Registered
Dietitians recommend that nutritional care provided by qualified personnel be
included as a basis service in Title XVIII of the Social Security Act so that nutri-
tional counseling would become a reimbursable service under the home health care
provisions of the Act.

Under the present health care system the Medicare eligibles are provided all of
the professional, nutritional care that a hospital can provide. Upon discharge to
their homes this service is not a reimbursable one. There are those who continue to
need some professional assistance in learning to cope with their diets while they try
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to maintain independent living in a home atmosphere. Failure to manage their
daily regimen can result in a prolonged illness or possible rehospitalization. This is
far more costly than providing nutritional counseling as a home health service
where it is needed.

Not every Medicare patient needs nutritional counseling but when it s deemed
necessary and is prescribed by a physician it is not presently a reimbursable service
and most often is not used. Including nutrition services among the covered home
health services could help to reduce some prolonged hospital and skilled nursing
home confinements. The elderly are the most likely to need long term care services
of any kind. This is the very population group that finds it most difficult to
understand a modified diet and to learn to Jive with it.

Knowledge of food and nutrition qualifies the dietitian as the health professional
equipped to help individuals to improve their food practices and their nutritional
status. The Registered Dietitian is a translator of the science of nutrition into the
skill of furnishing optimal nourishment to people. The dietitian is educated in
providing nutrition information, in interpreting nutrition facts accurately and using
terminology that the public can understand and apply. Dietitians recognize and
utilize human motivation to bring about change in food practices.

In a report from the Department of Health, Education and Welfare to the Con-
gress pursuant to P.L. 95-142, it is stated: "The need for adequate nutrition and
nutritional advice is indeed substantial among the Medicare population, but for the
time being, these needs should be handled in the existing Medicare benefit struc-
ture."

The "existing Medicare structure" provides that "nutritional advice" can be cov-
ered as an administrative cost. In fact, where home health agencies employ regis-
tered dietitians their services are limited to counseling ambulatory patients who are
able to come to the agency or advising home health, visiting nurses who in turn
counsel the patient in the home. The home bound do not have the benefit of the
direct service of the best qualified provider of nutritional care.

Home health services account for only between one and two percent of the total
Medicare expenditures. We believe that including professional nutritional care
could help to prevent hospitalization and rehospitalization which are far more
costly.

Nutrition is a critical factor in the promotion of health and the prevention of
disease. The public is becoming increasingly aware of this fact as science identifies
the importance of nutrition in the recovery and rehabilitation from illness and
injury.

Six of the leading causes of death in the United States have been connected to
diet: heart disease, stroke, cancer, diabetes, arteriosclerosis and cirrhosis of the
liver. In the report of the Senate Select Committee on Nutrition and Human Needs
related to "Diet and Killer Diseases", there is material on, "Benefits from Human
Nutrition Research" by C. Edith Weir, Ph.D., Assistant Director, Human Research
Division, Agricultural Research Service, U.S. Department of Agriculture. Dr. Weir
emphasizes the benefits to be obtained from improved diets and nutrition.

In addition to the health and social benefits to be derived from improved nutri-
tional health, Dr. Weir's report estimates the potential dollar benefits to individuals
or to the nation, as well as the possible reduction in the incidence of some diseases,
e.g. heart and vasculatory disease, estimated 20 percent reduction in expenditures;
respitatory and infections, $1 million in medical and hospital costs and an addition-
al potential saving of $20 million in cold remedies and tissues; diabetes and carbohy-
drate disorders, 50 percent of cases avoided or improved; kidney and urinary, 20
percent reduction in deaths and acute conditions; cancer, 20 percent reduction in
incidence and deaths.

The report from which we have just quoted ("Benefits From Human Nutrition
Research ' lists some nineteen disease states that require dietary treatment, moni-
toring and followup. Each of these has an impact on the health care and health care
costs to the nation. It becomes more apparent that improvements in the nutrition of
people will have a direct effect on the level of health and the resulting need for
health care services.

In August 1976, the Public Health Service, DHEW, issued "Forward Plan for
Health-Fiscal Years 1978-82", the third in a series of "Forward Plans". Among the"substantive priorities of the Public Health Service" the plan lists six major health
care concerns, with nutrition mentioned as number three. Positive indentification of
the importance of nutrition provides this subject with long overdue visibility.The "primary focus" of the program of action is stated as a "m "or attack on cost
escalation". We believe it is appropriate, therefore, that nutrition be identified as a
major factor in health maintenance for all segments of the population. For many
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Medicare recipients nutritional care and dietary counseling can be provided more
economically and efficiently in their home setting, where it is a reimbursable
service. In the home environment the Registered Dietitian can assess the physical
and economic factors that influence the food habits of the individual and the ability
to adjust to prescribed modifications.

Congresswoman Barbara A. Mikulski, a member of the House of Representatives
Interstate and Foreign Commerce Subcommittee on Health and the Environment, is
quoted as saying, "We should be encouraging more extensive use of other health
professionals, such as nurse practioners, nurse midwives, and physician assistants or
extenders ' * *

* * * By paying more attention to preventive medicine such as the recommenda-
tions of nutritionists and community health educators, and by developing more
extensive use of other health professionals, I believe that we can insure greater
access to high quality health care at a reasonable cost, while maintaining the
concept of medical service as personal service. The American consumer is entitled to
a wider choice of prevention and treatment modes". (From the Wall Street Journal,
Monday, May 14, 1979)

When the incidence of prolonged illness or recurrence of contributing factors can
be reduced the cost of sick care services such as hospitalization and rehospitaliza-
tion can be reduced. This frees funds to both extend health care services and to
reach-additional people.

The concept of providing a comprehensive continuum of care for the Medicare
beneficiaries after they leave a skilled care facility should insure that all aspects of
health care be given due and proper consideration. The omission of nutritional care
as one of the appropriate services in the continuum is ignoring our increasing
knowledge of the contribution which positive nutrition makes to health.

The introduction to the Report of DHEW to the Congress, mentioned previously
in this statement, has the following remarks: "The 1976 Pulbic Hearings and
numerous staff papers and Congressional hearings have made it clear that the aged,
disabled, their relatives and friends, as well as many other citizens want and believe
in home care. They do not want to be limited to the relatively narrow, medically
oriented benefit of Medicare, but seek a comprehensive, universally available set of
home care services to meet a large range of needs. These services encompass the
traditional health and medical treatment services as well as preventive and mainte-
narice care, personal care and household services, nutrition and other services."

The need and demand for quality health care is not being met by and is critically
straining the current health care delivery system. The alarming increase in the cost
of health care services mandates a review and evaluation of the present health care
services being provided and the gaps therein.

The American Dietetic Association recommends that the Congress amend title
XVIII of the Social Security Act to include the recognition of the services of a
Registered Dietitian in providing nutritional care in the category of health care"extender". Such action would bridge the gap that currently exists between the
needs and expectations of the beneficiaries and the services being provided.
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ATTACHMENTS

The American Dietetic Associatir Fact Sheet-"Nutritional Care and Dietary Coun-
seling".

THE AMERICAN DIETETIC ASSOCIATION, FACT SHEET-NUTRITIONAL CARE-DIETARY
COUNSELING

The American Dietetic Association in commitment to professional and social
responsibilities for the promotion of optimal nutritional health recommends that
adequately funded programs of nutritional care be an integral part of all health
care programs.

WHAT IS NUTRITIONAL CARE?

Nutritional care is the application of the science of nutrition to the health care of
people. Nutritional care is not complete without dietary counseling.

WHAT IS DIETARY COUNSELING?

Dietary counseling is the process of providing individualized, professional guid-
ance to assist people in adjusting their daily food consumption to meet their health
needs.

The objective of dietary counseling is modification of behavior. This objective is
accomplished when individuals understand how to make wise food choices.

WHAT DOES DIETARY COUNSELING SERVICE PROVIDE?

Dietary counseling is a component of a nutritional care program in which a
registered dietitian gives professional guidance to an individual as part of a physi-
cian's treatment plan. The service includes:

1. Assessing present food habits, eating practices and related factors.
2. Developing a written plan for appropriate dietary counseling.
3. Translating the detailed plan with the individual.
4. Planning follow-up care and evaluating achievement of objectives.
5. Using records and reports for sharing pertinent information with other health

professionals concerned with the individual's care.
Dietary Counseling includes the exploration of the patterns of food intake, socio-

economic factors and ethnic beliefs which may influence the individual's choice of
food.

WHO IS RESPONSIBLE FOR NUTRITIONAL CARE?

The Dietitian: The American Dietetic Association believes that nutrition is an
integral part of total health and life care and urges that all efforts in nutrition and
health be multidisciplinary.

The American Dietetic Association believes that registered dietitians, as the only
professionally educated group whose primary concern is the application of nutrition
science to the health care of people, should be involved in the planning and execu-
tion of all health care programs.

The Consumers: As consumers become more aware that nutrition is a cornerstone
of positive health, they will realize that it is their right to expect professional
guidance and dietary counseling to assist them in developing and maintaining sound
'nutritional" habits. It is their responsibility to assure the inclusion of nutritional

care in all health programs.
The Government: As the government becomes more deeply involved in legislation

to meet the health care needs of the population, it has a responsibility to provide
nutritional care for both individuals and groups. Dietary counseling should be a
part of every nutritional care program. Increasing costs for both inpatient and
ambulatory health care make it mandatory that attention be turned to programs
that wil! prepare citizens to assume more personal responsibility for their nutrition-
al well-being.

To neglect the opportunity to insure more positive health for the population is not
being totally responsive to a major health concern in this country. Health care
legis action for the 70's must provide access to nutritional care.

The American Dietetic Association recommends that nutritional care, including
dietary counseling, be integrated into preventive, diagnostic, curative and restor-
ative health services provided under all national health programs and that nutri-
tional care, as a component of health care, be available to all people on a continuing
and coordinated basis. The Association recommends further that the planning and
supervision of nutritional care be under the direction of persons professionally
educated in nutrition as it relates to human health needs.

For further information: Coordinator, Legislative Activities, The American Die-
tetic Association, 430 North Michigan Avenue, Chicago, Illinois 60611.
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