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MEDICARE AND MEDICAID HOME HEALTH
BENEFITS

MONDAY, MAY 21, 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, 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 H-20]

SuBcoMMITTEE ON HEALTH ScHEDULES HEARING ON MEDICARE AND MEDICAID
HoMEe HEeALTH 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 testifv.—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.

nator 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 carefuliy 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
.lj)irector,g(;gmmittee on Finance, Room 2227, Dirksen Senate Office Building by

une 4, 1 R
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9614 CONGRESS
18T SESSION o 42 1

To provide for demonstration projects for training and employment of recipients of

Mr.

To

benefits, under programs of aid to families with dependent children. as
homemakers and home heslth aides.

IN THE SENATE OF THE UNITED STATES

FeBRUARY 9 (legislative day, JANUARY 15), 1979
INouYE and TALMADGE (for himself, Mr. INoUYE, Mr. NUNN, and Mr.
MATsuNAGA) introduced the following bill; which was read twice and re-
ferred to the Committee on Finance

A BILL

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.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) the Secretary of Health, Education, and Welfare is
authorized to enter into agreemehts with States, selected at
his discretion, for the purpose of conducting demonstration
projects for the training and employment of eligible pa;'tici-

II-E



O W O OO e W N e

[ R R N I N I T o T S S S S O g S ey
W N = O W 0 I OOt R W N = O

4

pants as homemakers or home health aides, who shall pro-
vide authorized services to elderly or disabled individuals, or
other individuals in need of such services, and to whom such
services are not otherwise reasonably and actually available
or provided, who would, without the availability of such serv-
ices, be reasonably anticipated to require institutional care.

(b) For purposes of this section the term “eligible par-
ticipant’’ means an individual who has voluntarily applied for
participation and who, at the time such individual enters the
project established under this section, has been certified by
the appropriate agency of State or local government as being
eligible for financial assistance under a State plan approved
under part A of title IV of the Social Security Act and as
having continuously received such financial assistance during
the ninety-day period which immediately precedes the date
on which such individual enters such project and who, within
such ninety-day period, had not been employed as a home-
maker or home health aide.

{c)(1) The Secretary shall enter into agreements under
this section with no more than twelve States. Priority shall
be given to States which have demonstrated interest in pro-
viding services of the type authorized under this section.

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

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 retﬁry 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 XIX 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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(D) provide for the full-time employment of those
eligible | participants who successfully complete the
training program with one or more public agencies (or,
by contract, with private bona fide nonprofit agencies)
as homemakers or home health saides, rendering au-
thorized services, under the supervision of persons de-
termined by the State to be qualified to supervise the
performance of such services, to individuals who are el-
derly, disabled, or otherwise in need of such services,
who would, without the availability of such services, be
reasonably anticipated to require institutional care, at
wage levels comparable to the prevailing wage levels
in the area for similar work;

(E) provide that such services provided under sub-
paragraph (D) shall be made available without regard
to income of the individual requiring such services, but
that a reasonable fee will be charged (on a sliding scale
basis) for such services provided to individuals who
have income in excess of 200 percent of the needs
standard in such State under the State plan approved
under part A of title IV of the Social Security Act for
a household of the same size as such individual’s
household;

(F) provide for a system of continuing independent

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

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

dividuals reasonably determined in need of such sup-
portive services;

(G) provide for evaluation of the project and
review of all agencies providing services under the
project; )

(H) submit periodic reports to the Secretary as he
may require; and

(D) meet such other requirements as the Secretary
may establish for the proper and efficient implementa-
tion of the project.

(4) The number of participants in any project shall not
exceed that number which the Secretary determines to be
reasonable, based upon the capability of the agencies in-
volved to train, employ, and properly utilize eligible partici-
pants. Such number may be appropriately modified, subse-
quently, with the approval of the Secretary.

(5) Any contract with a private bona fide nonprofit
agency entered into pursuant to paragraph (3)(D) shall pro-
vide for reasonable reimbursement of such agencies for serv-
ices on a basis proportionate to the amount of time allocated
to individuals eligible to receive such services under this sec-
tion (and, in case such agency is an institution, the amount of

the reimbursement shall not exceed the amount of reimburse-
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ment which would have been payable if the services involved
had been provided by a free-standing agency).

(6) For purposes of this section, a facility of the Veter-
ans’ Administration shall, at the request of the Administrator
of Veterans’ Affairs, be considered to be a public agency. In
the case of any such facility which is so considered to be a
public agency, of the costs determined under this section
which are attributable to such facility, 90 percent shall be
paid by the State and 10 percent by the Veterans’ Adminis-
tration.

(d)(1) For purposes of this section, authorized home-
maker and home health aid services include part-time or in-
termittent—

(A) personal care, such as bathing, grooming, and
toilet care;

(B) assisting patients having limited mobility;

(C) feeding and diet assistance;

(D) home management, housekeeping, and shop-
ping;

(E) health-oriented record keeping;

(F) family planning services; and

(G) simple procedures for identifying potential
health problems.

(2) Such authorized services do not include any services

performed in an institution, or any services provided under
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circumstances where institutionalization would be substan-
tially more efficient as a means of providing such services.

(e)(1) Agreements shall be entered into under this sec-
tion between the Secretary and the State agency (iesignated
by the Governor. Under such agreement the Sebretary shall
pay to the State, as an additional payment under section
1903 of such Act for each quarter, an amount equal to 90
percent of the reasonable costs incurred (less the Federal
share of any related fees collected) by such State during such
quarter in carrying out a demonstration project under this
section, including reasonable wages and other employment
costs of eligible participants employed full time under such
project (and, for purposes of determining the amount of such
additional payment, the 10 percent referred to in subsection
(c)(6), paid by the Veterans’ A'dministration, shall be deemed
to be a cost incurred by the State in carrying out such a
project).

(2) Demonstration projects under this section shall be of
a maximum duration of four years, plus an additional time
period oi up to six months for planning and development, and
up to six months for final evaluation and reporting. Federal
funding under this subsection shall not be available for the
employment of any eligible participant under the project after
such participant has been employed for a period of three

years.
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(f) For purposes of title IV of the Social Security Act,
any eligible participant taking part in a training program
under g project authorized under this section shall be deemed
to be participating in a work incentive program established
by part C of such title.

(g) For the first year (and such additional immediately
succeeding period as the State may specify) during which an
eligible participant is employed under the project established
under this section, such participant shall, notwithstanding
any other provision of law, retain any eligibility for medical
assistance under a State plan approved under title XIX of
the Social Security Act, and any eligibility for social and sup-
portive services provided under the State plan approved
under part A of title IV of such Act, which such participant
hag at the time such participant entered the training program
established under this section.

(h) The Secretary shall submit annual reports to the
Congress evaluating the demonstration projects carricd out
under this section, and shall submit a final report to the Con-
gress not less than six months after he has received the final
reports from all States participating in such projects.

() The Secretary shall, and is hereby authorized to,
waive such requirements, including formal solicitation and
approval requirements, as will further expeditious and effec-

tive implementation of this Act.
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96TH CONGRESS
18T SE8SION o 489

To amend title XVIII of the Social Security Act to eliminate certain restrictions

Mr.

To

[ - T -

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

FeBBUARY 26 (legislative day, FEBRUARY 22), 1979

Domenict (for himself, Mr. Packwoop, Mr. CHILES, Mr. LeEany, Mr.
BeLuMoN, Mr. BAKER, Mr. EAGLETON, Mr. CHAFEE, Mr. PERCY, Mr.
CHurcH, Mr. Heinz, Mr. RieocLE, Mr. THurMOND, Mr. Burpick, Mr.
COHEN, Ms. KasseBAUM, and Mr. ScHMITT) introduced the following bill;
which was read twice and referred to the Committee on Finance

A BILL

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.
Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That this Act may be cited as the “Medicare Home Health
Amendments of 1979”.
I—Ee®
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SEc. 2. (a) Section 1811 of the Social Security Act is

amended by inserting “and home health services” immedi-

ately after “‘hospital and related post-hospital services".

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

follows:

“/(8) home health services.”’.
(¢) Section 1812(d) of such Act is repealed.
(d) Section 1812(e) of such Act is amended—

(1) by striking out ““(b), (c), and (d)” and inserting
in lieu thereof ““(b) and (c)”’; and

(2) by striking out ‘“post-hospital extended care
services, and post-hospital home health services” and
inserting in lieu thereof “and post-hospital extended
care services”’

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

as follows:

‘(D) in the case of home health services, (1) such
services are or were required because the individual is
or was confined to his home (except when receiving
items and services referred to in section 1861(m)(7))
and needed skilled nursing care on an intermittent
basis, or physical, occupational, or speech therapy; (ii)
a plan for the furnishing of such services has been es-
tablished and is periodically reviewed by a physician

or, in the case of home health services provided in a
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1 rural area described in clause (i) of the second sentence
2 of section 1861(aa)(2), by a physician’s assistant or
3 nurse practitioner (as defined in section 1861(aa)(3))
4 who is under the general supervision of a physician
5 and is certified as being competent to establish and
6 review such a plan (as determined pursuant to regula-
7 tions of the Secretary); and (iii) such services are or
8 were furnished while the individual is or was under the
9 care of a physician; or”.
10 {f)(1) Section 1814(i)(1) of such Act is amended by strik-
11 ing out “posthospital”.
12 (2) Section 1814(i)(2) of such Act is amended— ‘
13 (A) by striking out “that individuals have condi-
14 tions designated in regulations as provided in this sub-
15 section”’ and inserting in lieu thereof “‘with respect to
16 the condition or conditions by reason of which the indi-
17 vidual is required to have home health services”; and
18 (B) by inserting after “physician” each place it
19 appears therein, “‘or physician’s assistant or nurse
20 practitioner (as defined in section 1861(aa)(3)) certified
21 under subsection (a)}(2)(D)"".
22 (3) The heading of section 1814() of such Act is
23 amended by striking out “Posthospital”’.

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

25 striking out “for up to 100 visits during-a calendar year”.

48-611 0 - 79 - 2
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(h) Section 1834 of such Act is repealed.
(i) Section 1835(a)(2)(A) of such Act is amended to read

as follows:

“(A) in the case of home health services, (i) such
services are or were required because the individual is
or was confined to his home (except when receiving
items and services referred to in section 1861(m)(7))
and needed skilled nursing care on an intermittent
basis, or physical occupational, or speech therapy; (ii) a
plan for the furnishing of such services has been estab-
lished and is periodically reviewed by a physician or, in
the case of home health services provided in & 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)(8)) who is
under the general supervision of a physician and is cer-
tified as being competent to establish and review such
plan (as determined pursuant to regulations of the Sec-
retary); and (iii) such services are or were furnished
while the individual is or was under the care of a
physician;”. ) A
() Section 1861(m) of such Act is amended—

(1) in the matter preceding paragraph (1), by in-
serting ‘‘or, in the case of home health services pro-

vided in a rural area described in clause (i) of the
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second sentence of subsection (aa)(2), by a physician’s
assistant, or nurse practitioner (as defined in subsection
(a2)3)) who is under the general supervision of a phy-
sician and is certified as being competent to establish
and review such a plan (as determined pursuant to reg-
ulations of the Secretary)” immediately after ‘‘re-
viewed by a physician”;

(2) by inserting “who has successfully completed
a training program which is in conformity with applica-
ble standards developed by the Secretary under section
1861(0)(8))”" before the semicolon at the end of para-
graph (4); and )

(3) by adding at the end thereof the following new
sentence: ‘‘In establishing the plan required by this
subsection the physician (or physician’s assistant or
nurse practitioner) shall include a program of patient
education aimed at achieving (to the maximum extent
feasible) independence for the individual from the need
for care provided by other persons.”.

(k)(1) Section 1861(n) of such Act is repealed.
(2) Section 1861(e) of such Act is amended by striking

out “subsections (i) and (n) of this section” each place it ap-

pears and inserting in lieu thereof in each instance “subsec-

24 tion (i) of this section’.

25

(1) Section 1861(o) of such Act is amended—
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(1) by striking out “‘and” at the end of paragraph
(3);

(2) by inserting before the semicolon at the end of
paragraph (6) the following: *, which shall include
standards developed by the Secretary with respect to
health, safety, and the quality and appropriateness of
services, including (A) training of home health aides,
and (B) uniform standards for data collection to ensure
appropriate evaluation of care’’; and

(3) by adding after paragraph (6) the following
new paragraphs:

“(7) submits on a bimonthly basis, in accordance
with uniform standards to be established by the Secre-
tary, a bill to each individual receiving home health
services from such agency which lists all services pro-
vided to such individual during that 2-week period, the
day on which each service was provided, the charge
for each service, and the name and title of the individ-
ual who provided each service; and

“(8) meets such additional requirements as the
Secretary may find necessary for the effective and effi-
cient operation of the programs established under this
title.””.

(m)(1) Section 1861(e) of such Act is amended—
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(A) by inserting ‘‘(subject to the provisions of
paragraph (4))” after ‘‘the Secretary may” in para-
graph (2); and

(B) by adding Ehe followiﬁg new paragraph at the
end thereof:

“(4) Notwithstanding subsections (a) and (d) and para-
graphs (1), (2), and (3) of this suhsectio;l, the Secretary shall
designate regional agencies or organizations which have en-
fered into an agreement with him under this section to per-
form functions under such agreement with respect to home
health agencies (as defined in section 1861(0)) in the region
(except those home health agencies which choose to have
payments made to them directly by the Secretary). Such
agencies or organizations shall perform activities such as
monitoring home health agency costs in each region, prepar-
ing and publishing annual cost comparison tables for such
agencies in each region, and monitoring the standards that
are developed by the Secretary under section 1861(0)(6).”.

(2) Section 1842(f) of such Act is amended—

(A) by inserting “(but subject to paragraph (3))”
after “other persons” in paragraph (1);

(B) by inserting “(but subject to paragraph (3))”
after ‘‘providers of servicesronly'"in paragraph (2);

(C) by striking out “and” at the end of paragraph
(1);
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(D) by striking out the period at the end of para-
graph (2) and inéerting in lieu thereof “‘; and’’; and

(E) by adding at the end thereof the following
new paragraph:

“/(8) with respect to home health agencies, only a
regional agency or organization designated by the Sec-
retary under section 1816(e)(4).”.

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

(1) by striking out “‘and post-hospital home health
services” and inserting in lieu thereof ‘‘and home
health services’’; and

(2) by striking out “or post-hospital home health
services”’ in clause (B).

(o) Section 7(d}1) of the Railroad Retirement Act of
1974 is amended by striking out “posthospital home health
services” and inserting in lieu thereof ‘home health
services’’.

Sec. 3. (a) The Secretary of Health, Education, and
Welfare shall establish, in accordance with the provisions of
section 1861(v)(1)(A) of the Social Security Act, guidelines
for the direct and indirect incurred costs of providers of home
hesalth services, within one hundred and twenty days after
the date of the enactment of this Act, and such guidelines
shall be the basis for determining reasonable cost for home

health services as provided in such section 1861(v)(1)(A).

-t
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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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SEc. 4. (a) The amendments made by section 2 shall,
except as prov{ded in subsection (b), apply with respect to
items and services furnished on or after the first day of the
first month which begins more than one hundred and twenty
days after the date of the enactment of this Act.

(b) The standards required to be developed by the Sec-
retary of Health, -Education, and Welfare by the amendment
made by section 2(1)(2) shall be developed within one year
after the date of the enactment of this Act.

Sec. 5. (a) The Secretary of Health, Education, and
Welfare shall establish demonstration projects to test, over a
two-year period, the effectiveness of agency or multiagency
utilization review committees in ensuring the medical neces-
sity, cost efficiency, and appropriate use of home health
services. 7

(b) Such committees shall be composed of professional
personnel from the home health agency or from that agency
and other home health agencies which share the same utiliza-
tion review committee with such agency and at least three
professional personnel who are not employees of any such
agency and have no financial interest in any such agency.
The professional personnel who are not employees of any
such agency must have a working knowledge of home health
care services. Further, the three or more professional person-

nel who are not agency staff, but are part of the utilization
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review committee, must include at least one physician and
one representative from the community.

(c) The utilization review committee shall be responsible
for assuring the efficient use, medical necessity and appropri-
ate utilization of home health services. Such committee shall
(1) focus on the quality and efficacy of home health services;
(2) monitor the continued need for home health services; (8)
determine if the services are being provided in accordance
with the patient’s plan of care; (4) determine if such services
are appropriately used; and (5) determine that a periodic re-
assessment is made of the patient’s needs, with appropriate
revisions in the plan of care.

(d) The demonstration projects shall be established in
such areas so as to include variations in population density,
geographical areas, types of agencies, and types of facilities
which house such agencies.

(e) The Secretary shall report to Congress within six
months after the completion of the demonstration projects
with respect to the effectiveness of the projects and any pro-

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 vhe greatest area where health insurance coverage is
lacking is that of long-term care.

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

My own ccncern is that, absent effective and generally available
home care programs, the end result would be a further increase in
the placing o/ people in long-term institutions who could more
appropriately and more humanely be cared for at home.

We will hear testimony concerning what appear to be excessive
costs charged 2y some agencies in providing care.

At the seme time, I believe we need to recognize differences in
paticuts 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 for-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 1 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 Packwoop. Mr. Chairman, I have a rather lengthy open-
ing statement tnat 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, 1 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, 1 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, the
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 1s 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 Yenefit 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, | 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 sell-examina-
tion. Further, avaiiable 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 4 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 with 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, | hope that my colleagues on the Finance Committee will join
with me in working toward this goal. To this end, [ 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 Packwoob. 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. N

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, 1 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 TaALMADGE. 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 Bos DoLk

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 BIAS

Home-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 [ 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 half 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, Domenici 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 cccupational therapy as a primary service. Other provisions are also
included. Senators Domenici and Puckwood have also introduced S. 84, the Home
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Health Care amendments of 1979, which contains a number of additional sugges-

tions.
1 believe our bills address some of the problems that exist—certainly not all. 1

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 11?7

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 cpposed 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. 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 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 [
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.

enator 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 [ 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 heaith 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 pcople on welfare as home health aids under the
work li)ncentive program. I understand they have done an outstand-
ing job.

Is that a correct assessment?

Senator DomeEeniclt. 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 PAckwoob. No.

Senator TALMADGE. Senator Dole?

Senator DoLk. 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 1 appreci-
ate this opportunity to appear before you. Senator Domenici and
Senator Cohen are also addressing provisions of S. 489 which 1
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 significantly 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 miagnified 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 Packwoobp. 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 Packwoon. 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 Packwoop. 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 Packwoon. 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 Packwoob. You are not saying profits are any worse or
any better?

Senator CHILES. No.

Senator Packwoob. 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 Packwoop. 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 Packwoob. Thank you.

Senator TALMADGE. Senator Dole?

Senator DoLE. No questions.

Senator TaALMADGE. 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 of 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 I8 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.



37

At best, the licensure requirement in those States has moved
HEW one step further fromg@ontrolling the industry practices that
we may find abusive.

I know it has been suggested to me, at least, that perhaps all
home health providers be required to obtain State licensure before
they are-allowed 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 TaLmabpce. Thank you very much.

Senators, any questions?

Senator Packwoob. 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. 1 would like to ask one question. [ 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 not 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 [ 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. 1 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. 1 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 8. 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 heaith 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.



40

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 rejations, 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 1 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, I 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,
SpectaAL COMMITiEE ON AGING,
Washington, D.C., April 3, 1979.

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
Medizare 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
3uestionnaire and return it to me as soon as possible. The questionnaire was

eveloped 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. [ 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 QUEST

IONNAIRE

FOR MEDICARE-CERTIFIED HOME HEALTH AGENCIES

Name of Agency o
Address

Cicy Population of area served

State Zip Code

Date of Initial Medicare Certification

In what
Contact

1YPE OF
Ccity,

year was your agency incorporate
person __

d_.

AGENCY (Circle applicable one)

ounty, or State Health Dept.

Hospital-based Facility

Private

Non-Profit

Proprietary

Full-time

Rehabilitation Based Facility

Skilled Nursing

Facility

Voluntary Non-Profit

Other

Contracted

Part-time
Agency
Staff

Agency
Staff

Agency
__.Employees

Administrative
Employees

Supervising {
Employees

Field or Direct
Service Staff

Public Health Nurse

Registered Hurse

Physical Therapist Tt T
Uccupational e I
lherapist

Medical Social Worker

Home Health Aide

Hometwaker/Home
flealrh Adde

Uffice Support Staff
(Clerical, escort, etc.)

Uther (please specify)




ARNUAL VISIT CUST*

Physical Speech  Cccupational Home Health Social Work
Totas  Nursing Therapy Therapy Therapy Aide Services Other

Total # cof some Vigite
Taring Last Fiscal Year
vindicate for what

rear )

ctal # =f Hedicare Visits
for Last Fiscal Year

Total # of Medicare
Visits -- PART A

Total # of Medicare
Visits ~- PART B

Total # of Medicaid
Visits for Last
Fiscal Year

(4

Total # of Titie XX
Visits for Last Fiscal
Year

Total # of Other
Vicits

Tetal # of Medicare
Visits:

i+ Year Previous

Ny

Years Previous

w

Years Previcus

~ tears Previous

n

?ears Previous

*Dc not include no nome, e founa, sapervisory or orientation visit



Nursing

CGUT AND CHARGE GF SERVICES

Physical
Therapy

Speech
Therapy

Occupational
Therapy

Home Health
Aide

Social Work
Service-

Other
(Specify)

Agency Cost per Visit
based on last completed
fiscal year ending .

Current Charge ter

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 .)

44
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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:

1. 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.

Igt 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 would provide
additional assirances of the quality of home health care, and guard agaiast Medi-
care waste by improving program administration and strengthening safeguards
against provider abuse.

[ 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 well 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 fra}:xd 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-
vide 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 this 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 the 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 [ 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 congressivnal 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. Ot home health providers, only proprietary tor 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 tu 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 g;actices 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 fetter 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 body. 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 medicare/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 shouid 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 closely 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
Monr}(l)e 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



50

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 provision 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 hotne heaith 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 ccsi. 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
{ecx%e’ls of care, and prospective payment systems for SNF’s and

s.
lggkomong the kinds of projects that will be solicited in fiscal year
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 ¢ 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. Qur 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 hoin¢. However, the potential for large
increases in expenditures unlerscores 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 orgamize, deliver and reimburse 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 adminiscration 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 TaLmabpGe. 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——

bSenéator 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
cpm‘)parison 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 Packwood?

Senator Packwoon. Mr. Schaeffer, in your report on home
health, you indicated a preference for regional intermediaries.
Why? N

Myr. ScHAEFFER. There are about 3,000 home health agencies in
the country. They do not operate in the sense of programmatically
or financially——

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

Mr. ScHaerreR. 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 Packwoobp. 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 Packwoob. 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. ScHAerFer. 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 Packwoobp. 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 Packwoon. You know the fear is. that a State would be
squeezed out of any intermediary if they get served only in that
State. They will go to the State next to them. who probably will
pay no attention to them.

Mr. Scuaerrer. That is not the goal. In the larger states where
we have more than one. where we have several in-ermediaries that
is where we have the problem.

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

Mr. ScHarrrER. The cost limits for home health care?

Senator PAckwoob. Yes.

Mr. ScHAEFFER. If yvou 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 ¢
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 Packwoobn. I heard what vou said and | am not sure |
understood vour explanation. Would you please submit the data for
the record.

[The material to be furnished follows:}

METHODOLGY FOR CALCULATING Liairs

The limits were developed separately for home health agencies located in metro-
pohitan and nonmetropolitan areas in the following manner

‘1 We obtained cost report data for 12-month reporting periods ending after June
A0, 1976, and on or before June 30, W77, for each participating home health agency
from the fiscal intermediaries

2 We deternmined the average per visit cost tor each type of service provided by a
home health agency based on the Medicare cost apportionment method used by the
provider Many home health agencies separatelv detemine the average per visit
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
utihize cost finding methods that do not result in a separate determination of costs
per visit by type of service We were able to include these providers in the data base
by obtaiming supplemental information from the fiscal intermediaries and billing
data submitted by the providers and computing an average cost per visit by type of
service on the basis of this information

130 To nsure a comparable data base. the average per visit costs of each home
health agency with a cost reporting period ending before June 30, 1977 were
adjusted upward to reflect an estimated 7 00U percent increase on an annual basis
I average per visit costs between cost reporting periods ending June 20, 1476, and
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those ending June 30, 1477, This estimate was developed by the Office of Financial
and Actuarial Analysis. Office of Policy. Planning and Research. Health Care Fi-
nancing Administration and is based on the increase in the average per visit
interim reimbursement to participating home health agencies in 1976

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

5 We computed a base limit equal to the adjusted average cost per vizit at the
X0th percentile of each array.

1 We increased the base limit by an adjustment factor of 27 08 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 tactor 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 S 75 percent from cost
reporting periods ending June 30, 1977, to December 31, 1477, and 692 percent
during the first % months of 1978 We have used these estimates to inflate per visit
costs to September 30, 1978 After October 1, 197X we have computed an annual
inflation rate of 7 371 percent according to the formula established by the Council
on Wage and Price Stabihity for calculating the voluntary standard tor noninflation-
ary price behavior 1in the health care sector. The formula consists of averaging the
cost increases for the base vears, and subtracting one-half of one percent. The
base period 15 calendar years 1976 and 1977, during which home health agency per
visit costs increased an estimated 7.0 percent and X35 percent. respectively. Sub-
tracting a one-half percentage point from the average annual rate of increase over
1976-1477 results 1n an annual inflation rate of 7371 percent We used this to
increase per visit costs from October 1. 1978 to the midpoint of cost reporting
periods beginning July 1. 1979, We believe that this standard is appropriate for
settimg limats cn costs necessary in the efficient delivery of needed health services

Senator Packwoon. 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. Scuaerrrer. 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 Packwoob. I have no other questions. | hope vou will
have time tomorrow to meet with County Commissioner Clark on
project health. [ would personally appreciate it.

Mr. ScHAEFFER. Yes. sir. It will be tomorrow morning.

Senator Packwoob. Thank vou.

Senator TALMADGE. Senator Dole. any questions?

Senator DoLe. As | understand it. you did not make any recom-
mendations in your report.

Mr. ScHaesreER. 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.

[ 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
vou would like.

We think that, from the administrative point of view. there is a
grea: 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
100 percenters. We wili be moving on the yuestion 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 [ 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 Dore. Thank you, Mr. Chairman.

Senator TALMADGE. Senator Durenberger?

Senator DURENBERGER. No questions.

Senator TALMADGE. Senator Chafee?

Senator CHAFEE. 1 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. | 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. | 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

reater.

g 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 {irms 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. | 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 DoLk. 1 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. | 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.

P DR
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[The material referred to follows:]

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 lor 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 reimbursement, the rest have established their
own rates and methods. These methods are cost-based or consist of fixed fees,
negotiated rates, or a schedule of maximum allowances see tabler 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; for example. in some States the Medicaid rate is less than
S0 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 chients. place limits on numbers of Medicaid chents
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. However, Section 2 of Public Law 93-142 now requires that
States meet specific standards lor claims pavment time

In a number of States. these reimbursement policies and problems have resulted
in

A limited number of providers serving Medicaid chents,

A quota system whereby only a small percentage of Medicad patients are accept-
ed by agencies without assurance of other sources of funding, and

Unavailability of home health services te Medicaid recipients in many geographice
areas

Several States have indicated that they are aware of the problems caused by the
low rates but are fearful of expenditure increases inherent in reimbursing full costs
Some States have shown an interest in expanded home health services provided they
can predict and control expenditures, and provided they can expect this service (o
reduce institutional care costs. HCFA's major emphasis since it~ imception has been
to improve the relationships between Medicare and Medicaid and to promote as
much unifermity as possible between the two program~ Unitorm policies in certinn
areas would simplify administration of these programs, and would make less confus-
ing 1o both service providers and program beneficiaries Before we develop a single
resmbursement policy for Medicare and Medicad, we need to collect sufficient
mtormation on the costs of producing or the potential demand for home health
services We also need to understand better the behavior of home health providers
In respense to reimbursement incentives before we establish a single reimbursement
policy for both programs

Meoicain PrograM Data—HoMme HeALTH SERVICES 1976-77

Reimburement Methods

Schedule of maximum allwcance —Alabama, Califormia, Flonida, Kansas, Minne-
sota. and Ohio

Contract or nepotiated rate —District of Columbia, Montana, Oklahoma, Utah,
and Connecticut rfor proprietary agencies only1

Usual or customary charges —Arkansas «with cethng ot 7ith percentie. Dela-
ware, [daho. Hlinois, Kentucky. Maine, and Wisconsin

Lower cost or charges —Colorado. Georgia, lowa. Louisiana. New Hampshire,
Tennessee, Virginia. and Wyoming

Fee schedule.—Alaska. Oregon, Pennsylvania, and Rhode [sland

Cost based —Connecticut. Indiana, Maryland.' Massachusetts Michigan.! Minne-
sota.” Mississippi.’ Montana,! Nebrasha New Jersev.' New Menico New York.!
North Carolina.' North Dakota.! South Carolina.' South Dakota. Teaas.! and Ver-
mont *

Note —Hawaii and West Virginia have not reported

'Same payment as Medicare

< Delaware pavs 9 percent of charge
Definitions

Maximum allowance Maximum amount established by the state tor a gnen
product or service, state pavs lower of actual charge or maximum allowance

Fee schedule State pays a speaified amount included in a schedule of charges for
specitie goods or services
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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.

Se;mator 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. | 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 invitaticn 1o 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, | 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 LoLe. 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
hliave the resources in the Department to adequately administer
them?

Mr. ScRAErFFer. 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 TaLmabpce. 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 um 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 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 can promote more rapid recovery. Our
citizens can and should lead full lives away from institutions to the greatest extent

ssible.
p01:’roblems 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 3711 miilion 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 1 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 finarnces 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
inportant 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 juint 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 var‘ety 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 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 ;ervices. 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 313
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 1980 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 HMO and IPA-HMO
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 be
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 look 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 heaith 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 contro! 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, 147%, 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 doltars. 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
350,000 per year) to a management consulting firm owned by the administrators.

Another matter we are concerned about within the Medicure 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 95-142). This
legislation provided us with a numbar of tools to address fraud and abuse problems:

To resoive the problem of hidden ownership and interlocking corporate structures,
Sections 3 and ¥ 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 intermediariess 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 agency cost reperts which HCFA
has developed will be issued shortly.

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

In addition to implementing the provisions of Public Law 95-1.12. 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 heaith agencies from restricting them-
selves to furnishing services to Medicare patients only. In fiscal yvear 19x0, funds
have been allorated for HCFA to conduct audits of all 100 percent” Medicare home
health agencies

We will consider requiring home health agencies to submit a duplicate bill to the
client. listing 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 n those
areas where abuses have been identified Given the small size of the agencies and
the potential amounts that mayv be recovered. audit expenses may sometimes sur-
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 overpavments 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 32,000 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 aeterrent against fraudulent practices of
home health agencies.

This bill was recently introduced in the House of Representatives. 1 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 6 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 vour full statement in the record. 1 understand
Mr. Hynes is not with us. .

STATEMENT OF ALBERT F. APPLETON. EXECUTIVE ASSISTANT,
SPECIAL PROSECUTOR FOR NURSING HOMES. HEALTH AND
SOCIAL SERVICES, STATE OF NEW YORK., ACCOMPANIED 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 TaL.MADGE. Identifv yourself for the record, please. and
insert your full statement in the record and summarize 1t as briefly
as vou know how.

Mr. ArrLetoN. Thank vou, Senator. I am Albert F. Appleton, |
am Mr. Hyvnes' executive assistant and with me is Ann Berson, our
senior program analyst.

Senator TALMADGE. We are delighted to have both of you.

Mr. AprLETON. 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. | 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, that 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. 1 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. ArpLETON. 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 Packwoob. 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. ApprLETON. 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 Packwoob. 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 Packwoob. Say that again? You have not had the devel-
opment of new organization or nonprofit that Senator Chiles talked
about?

Mr. ApprLETON. That is correct.

Senator Packwoob. | 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 Dore. 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 vears, 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 loock 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, heaith,
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. AppLerOoN. 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
YORK

Mr. Chairman, members of the committee, 1 am Charles J. Hyvnes, 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. 1 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 unity 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 vur 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, 1 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. 1 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, they
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 1970'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
il’\d waste. Home health is far too important a concept to risk repeating that

istory.

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 Medicaid Fraud Control Unit. we can only look at Title XIX programs. Title
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XVIIl 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 environment. This program would have a
unified funding stream and a single system of service 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 individua! family members, community orga-
nizations, and where appropriate, medica! 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-
lr};{ 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 pregrams overlap with other Federal, State or local funding
programs. Providers and recipients often deal with a number of programs. They are
increasingly learni‘ng to use those programs intersections to their advantage.
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We have also seen this in our adult homes boarding homes investigation, where
we have had to work around a limited jurisdiction over the S8SI payments that are
the actual funding support of such facilities

Increasingly. T feel we must consider a concept of cross-audit and investigation [
think this Committee and this Congress has to consider amending the Medicad
Fraud Unit Program to permit the {raud 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 heaith care or Medicaid funded services
The profiteers we are dealing with are not constrained by these distinctions between
programs, nor is the misery of the people they exploit.

Mr. Chairman, [ think the average person, hearing the term home care, envisions
a system of informal supports for themselves and family members. so that thev
could go on functioning in the community. I don't think it would add to the public’s
faith in government if they saw the bureaucratic mish-mash home care 1s in reality
I think the fact we have any meaningful home care at all in this countryv 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 1o
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. BRADEN, EXECUTIVE DIRECTOR.
VISITING NURSE ASSOCIATION, ORANGE COUNTY: PRESI
DENT, CALIFORNIA ASSOCIATION FOR HEALTH SERVICES AT
HOME; MEMBER. BOARD OF DIRECTORS. NATIONAL ASSOCI-
ATION OF HOME 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 gentlernen this afternocon than 1 did when I pre-
pared my testimony. 1 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, 3
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
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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. BrapEN. 1 hope you will look at the proof of eligibility, the
memorandum 1 have attached.

Senator TALMADGE. | read your statement in full while you testi-
fied.

Ms. Brapen. 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. BrapeN. I do not know. We have always had licensing. 1
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 healith
programs please consider the “significant growth™ in the cost of home health
services. Figures have bgeen announced that project 3724 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. OQur 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 proprietarg agencies. They are given a return on equity capital that amounted
to 13.3 percent by the most recent computation. (See Reg. 105.429, HIM-1)

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,
HCFA 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 tMedi-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
{Medi-Cal Other Provider Rate Increases). 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 334 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 tae 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 fraud 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 T hope you will call upon me
at any time that I might be of assistance to you. Thank you.
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CALIFORNIA LEGISLATURE,
CoMMITTEE ON WAYS AND MEANS,
April 16, 1979.

Memorandum to: Members of Subcommittee No. 1.

From: Bill Abalona.

Subject: Hearing, items 262 iMedi-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 5%
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 5% year period, $129.6 million, makes it one of the
lsargest contracts ever awarded to a private corporation by California or any other

tate.

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 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. Claiins 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 Funds).

Add)i,tionally, 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 Staie 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 1369, 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 audiologyv.—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 services.—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 Seivices for an acceptable method of reimbursing nursing homes,
the Federal Gevernment 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.

ProrPosep 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-
ems.

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—J43.7 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 O.B. 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 Q.B. spe-
cialists because of their underpresentation as Medi-Cal providers. Most O.B. special-
ists charge from $600 to $300 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 J4.2 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—13.7 percent increase

A large portion of the overhead custs 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
optémum rate level pending the development of a cost related reimbursement
system.

County 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) tﬁg 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

Outgatient 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—Ambulance 6 percent increase—Nonemergency 13.7 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 allewances 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—& 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 G-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—13.4 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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Provibers NoT ProroSeD FOR RATE INCREASES 1979-80

Physician sertices 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 9%z percent increase in 1976. Anesthesia services received a tH
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 9% 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 eve appliances—No tncrease

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 tabout 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 tncrease

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 d¢ 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 (35 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.



88

Dental—No tncrease

Reimbursement levels 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-T» reimbursement
maximums were increased by & percent Adult dentistry maximums were increased
by an average of 24 percent in 1976 and by & percent in 1877 7% Relative to what
we are reimbursing many other providers in terms of their charges, dentistry
rexmbursement levels <70 percent to ®0 percent of chargest are generally adequate

Prosthetic ard orthoti appliances—No increase

Staft 1= currently in tHe process of tabulating responses from a statewide charge
survey of P & O providers Rates for P & O appliances have been increased a total
of 63 4 percent over the past five vears (37 4 percent 1n 1477, 6 percent in 1976, and
200 percent 1n 1974 and there does not appear to be any major problems with
availability of service
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Proposed Med{-Cal Provider
Rate Increases F.Y. 1979-80 Lagged
(Within Available 6% Funds)

Lagged Genersl

Fund Costs Proposed % Legged Fiscal Impact
Provider Each 1% Increase _Increase Program  Gereral Fund
Physician Services: $2,942,816 6.2
Primary Care 1,077,106 12.5 $ 23,086,129 §$13,463,830
Msternity Care 134,578 35.7 8,238,026 4,804,417
Other 1,731,132 -~ - .-
Other Medical:
Clinical Laboratories 166,680 P P cam
Optometrists 79,196 —- e- aen
Eye Appliances : 107,817 - —— =
Chiropractors 10,750 - --- ---
Psychologists 41,508 .- - -
Podiatrists 61,259 —n- . .
Physical Therapists 3,867 36,2 226,438 132,262
Speech Therapist/Aud. 17,368 2.2 630,382 368,206
Prosthetic/Orthotic 29,898 - .- [,
Nurse Anesthetists 1,036 -~ .- -~
Community Rehad. Centers 2,714 36,2 158,893 92,809
Free and Community Clinics 105,933 6.0 1,088,172 635,601
Surgical Clinics 8,589 28.1 413,210 241,356
Iadependent Rehad. Facilities 950 36,2 55,609 32,681
County Hospital Outpatient 350,853 20.3 11,493,19C 7,122,330
Community Hcspital Outpacient 532,860 12.3 11,261,05% 6,553,935
Drugs-Dispensing Fee 339,268 .o - .-
Skilled Nursing Facilities 2,853,067 6.0 33,859,900 17,118,400
Intermedfate Care Facilities 131,617 6.0 1,562,900 789,700
Home Health Agenciles 12,800 6.0 134,700 76,800
Medical Transportatfon:
Asbulance 93,928 6.0 995,352 563,568
Other 46,263 13.7 1,119,400 633,804
Other Services:
Portable X-Ray 10,986 .-- ) .-
Hearing Aids 35,094 13.4 843,519 470,262
Occupational Therapy 127 34,2 7,763 4,328
Durable Medical Equipment 63,852 13.7 1,077,615 600,770
Dental 673,577 - - .
Adult Day Care Centers 4,736 6.0 -56,838 28,419
CHDP 81,648 7.8 1,092,000 636,85«
Redwood Foundati{on * 107,433 6.0 1,289,200 664,600
PHPs 248,317 6.0 2,979,500 1,489,903
Unallocated aen 4,781,908 2,681,768

Total $106,652,100 $59,186,400
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THE. PROPOSED RATE INCREASE DOLLAR
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gk PHYSICIANS

MATERNTY |
ooty CA;: | prIMARY CARE
HOSPITAL. 234¢ ‘
OVTPATIENT

12¢ \

COMMUNITY u
HROSPITAL - TRANSPoRTATIoN 24
OUTPATIENT ~ T 3 ¢HDP 14
ne W~ T - OME 1
AN REDW D |
SKILED NURSING T~ ALL OJHER
FACILITIES -
]
INTERMEDIATE  CARE UNALLY
FALILITIES 45¢
304 - PHPy 2.5¢
THRERADIES
A0 REAAB. CENTER
é

Distribution of the proposed rate incresse dollar reflects
both the percentage increass {a retes and the adeolute size
of the base budget. The absalute size of the base bdudget 1
8 result of current ratas and predicted utf{lizetion.
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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 REHABILITATION
SERVICE, PORTLAND, OREG.

Ms. RunNNELs. 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 alterns: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 to
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, hcw 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 PaAckwoob. 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 [ 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
AsSSOCIATION 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 languish 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 wil'
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,
the condition of many patients rapidly deteriorates, hospital readmissions are re-

uired and intensive home care services are again needed. I believe this “revolving-

oor 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 beneﬁciaF 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 to 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. 'Fhese 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 tor family) signature at the time of the visit
tl;atkservice 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 occupatior.al therapists are invaluable to the home care team. At the
present time, manwtienm cannot benefit from this service until nursing and
other needs have n met, at which time the patient no longer qualifies for
Medicare coveragﬁ. 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 famil{. ) .

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. L

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

rovision is passed, | would urge that the Secretary of HEW not only monitor costs

y 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
gseudo-institutional care is no more evident than in this area. The recent Uniform

ystem 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 mdustr{ 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 agencg. it may be
impossible to adapt, forcing them to reconsider their participation in the Medicare
p! am 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 18 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 re(?‘lirements 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. ff 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
gr_ﬁv‘li%gr participation in the development of new systems be integrated into Senate

i .

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 Ore%on 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
sl.lé)ervu;lon particularly in regard te 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 onat%uis int. Perhaps the
demonsiration 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.

1gi‘lg'ledicme Listing of Home Health Agency Cost Per Visit, HCFA, Medicare Bureau, July 1,
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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 Partizfation. 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 =re in this field because
of our concern for e, so let us develop more trust in home health by enacting
laws such as this w. icg 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.

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
costd-eftfective 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
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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 an institution.

Also, our PT services are greatly curtailed and need to be liberal-
ized. There is a difference for a f)erson who is 25 years old and PT
for a person 75 years old and 1 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. I 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
deg(l]ing 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
l'nea_lthd aid training, I certainly believe that they should be well
rained.

I think we should have a good program. This, we have had
within our own a%ency 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 wiil 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.

\lVe 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 simplfy because medicaid has a cap on the home visit of
$25 because of funding. So thee; 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-
gursement, but they and the official agencies are the only ones who

o.

The proprietary agencies mostly represent large corporations and

we have no licensing laws, so they are not certified.

S
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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 PAckwoob. No questions. )
Senator TALMADGE. Thank you very much. We appreciate your

contribution. )
[The prepared statement of Ms. Smith follows:]

STATEMENT OoF ANNE M. SmrTH, DiIRECTOR, BUREAU OF PuBLic HEALTH NURSING,
ArABAMA DizpArRTMENT 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 representing pri-
vate, nonprofit, visiting nursing associations, hospital based and one other govern-
mental agency. There are numerous Eproprietary agencies, but since we have no
licensingafaw 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 Part 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.

ntinue 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,
ph{:lscal 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 cectificate of 1.eed should be work-
;lngnb}:afore licensure law passed. Question uncontrolled profit making in home
ealth.

. 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 willl 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 not/neces-
sary. Since there is a deductible requirement for Part B patients and none 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 CHARGER

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 seversl 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 putient’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 aress. 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.



100

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 treining 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 functions. 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 glanning
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 responsibilit
for their own peer review. We are working with our subunits and by contract wit
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.
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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. 1 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

atients are discharged earlier. Patients can also have a peaceful death. Home care
18 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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HOME HEALTH
Y 1978
Patients Visits
#Disease and Disability 9,510 71,370
aMedicaid 3,080 54,062 ] Average per pt. 17.5
*iyedicare A 4,469 56,0611
t Average per pt. 18.5
*tMedicare B 2,083 33,659
TOTAL 19,142 247,152
NURSING P.T. s.T, 0.1, MSS HAA ORDERLY
Medicare A
D.P.Print-out 40,603 2,507 232 6 0 33,888 853
Manual Tabulation 4,331 164 40 ] 0 3,320 117
(Exror Billinge)TOTAL 44,934 2,671 272 6 0 37,208 970
Medicare B
D.P, Print-out 17,336 749 148 [} [} 12,252 455
Manual Tabulation 2,436 78 14 ['] ] 2,061 130
(Error Billings)TOTAL 19,772 827 162 ] [] 14,313 585

*Prom A~3 Report

#4From Data Processing Print-Out and Error Bills Ma:ual Tabulation

SNC

P.T.
S.T.
0.T.

HOME HEALTH SERVICES
VISITS BY DISCIPLINE

TOTAL

146,536
3,498
434

6
96,678
247,152
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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 éenior Citizens Law Center, I am also the vice
g;esident and voluntary representative of the Amyotrophic Lateral

lerosis Society of America. My wife is a victim. I am speaking for
miwife and for 20,000 other ALS patients in this country.

ighty percent of the ALS patients terminate within 2, 8 or 4

ears. Medical science has just begun to do some research on ALS.

hus far, medical science has not been able to determine the cause,
cure, treatment, or prevention of ALS.

In my own Yersonal 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 -ny 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 ple who are homebound, are bedfast, and
require 24-hours-a-day, 7-days a-week-service. I would suggest the
medicare provision be broadened to permit one 8-hour shi%tg 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 Fo out and earn some income
to supplement the family inconie, 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. '

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 categoré. 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 AQA 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.

Sep’ator TALMADGE. Thank 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, 1-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 DoLk. 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 L.Aw 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) i

2. Until significant increases in the availability, use, and funding of home health
care oCCurs, %}edicare 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. (g. 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. 6

5. Me?:licare’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 needindg 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 therapfy. 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 the
Medicaid program. (p&e -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 ple. 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 major and important
Baper being prepared an attorney formerly with the National Health Law

rogram, Patricia A. Butler. This paper, entitled “Financing Non Institutional Long

Term Care Services for the Elderly and Chronically Ill: Alteratives to Nursin,
Homes”, will be completed shortly and we commend it to this committee for carefu%
consideration.
. The National Senior Citizens Law Center is a national support center, with offices
in Los Anfeles and Washington, D.C., specializing in_the legal problems of elderly
poor people. We are Aomtly funded b}g 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 providin,
support services to legal services attorneys throughout the country on the lega

roblems of their elderly clients. In this connection, we repond to requests from
?gallservwel 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
Securit, (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 gractically 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 l_‘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-
ﬂ-am. In contrast to the growth in spending for institutional care, the percentage of

edicare 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 insiﬁ'niﬁcant role in the Medicare program.

As gresently 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
ﬁovemment cost. Until significant increases in the availability, use, and funding of

ome health care occurs, Medicare will continue to be unresponsive to the crucial
home health care needs of the elderlK.

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 1.--9utal Medieare lenaltt Eaymenb:s o) Moallesane Paymenbs
Lo Numn Heuwditlh Agencles, Flocal Youwrs 170 Lhrowh Lyeh,

(in millions)

Total Percent
Fiscal Medicare Home Health Home Health
Year Payments Agency Payments to Total
1967 $3,172 $21 0.66%
1968 ,126 60 1.17
1969 »299 57 1.22
1970 6,783 9 1.31
1971 477 73 0.
1972 513 3 R -o.gg
197 9,038 0.89
197 10,6 119 1.11
1975 14,118 203 1.44
A L%
.20
197 2,250 5% 2.26

Source: Office of Policy Planning and Research,
Health Care Financing Administration, HEW

— —

b

Table 2,--Total Medicald Bénefit Payments and Medicaid Payments
to Home Health Agencies, Fiscal Yeare 1967 through 1978.

(in millions)

. Total Percent
Fiscal Medicaid Home Health Home Health
Year Payments Agency Payments to Total
19Gg $1,937 S 14 0.36%
196 ;222 12 0.37
1969 5126 13 0.32
1970 4,978 17 0.34
1971 6,345 . 2 0.36
1972 5,346 2 0.33
197 ,T14 25 0.29
197 .9:78% 30 0-21
1975 12,0 73 0.60
1976 13,977 126 0.90
197 16,25 178 1.09
197 17,73 219 1.23

Source: Office of Policy Planning and Research
Health Care Flnancing Administration, HEW

- 3A -

BEST COPY AVAILABLE
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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:

1351):13 The Part A requirement of prior hospitalization, 42 U.S.C. §§ 1395d(aX3) and
x{n).

2. The limitation to 100 visits per calendar year under Parts A and B, /d. 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. § 1395n(e¥2XA).

4. The restriction of home heaith care providers to non-proprietaries, or propri-
etaries licensed by the states, 42 U.S.C. § 1395x(0).

_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, 8. 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
;he 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:

. 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 h<l)ld 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 w%lere no agency serves Medicaid. This requirement was imgosed 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—Ilet 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, ccst 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 for 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 tc take a
firm, incremental step in the direction of expanding home healt}
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.

NEeAR 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 alse 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/Seruvices 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 1 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, 1 am Paul Kerschner, Associate Director for the 12.3 million
member National.Retired 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-
ir;g 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 immedidte 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 raticnale could easily
be used to justify delay in any health benefit expansion. We would contend that
some basic information and statistics regarding the need for and relative cost-
effectiveness of home 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 clder 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 Divertin Nursing Home
Patients to Home Care,” confirmed that home care is a less cost y 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 nursin% 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 ]{ear 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
Barrifgrs, that only 3 percent of total Medicare expenditures are for home health

enefits.

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 in 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 X)g 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
II1 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.

(lg)r Requirement for 3-day prior hospitalization (and requirement that treatment
received by related to a prior hospital staﬁ). 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 GAQC 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
Fomemakerlchore services to Medicare is estimated to be approximately $92 mil-
ion.

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. Viﬂa 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 éarlier, 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 re%uired 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 plar. 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 theraﬂy 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 (32 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. Qur 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 ccmpetition 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 hemes 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-
lt)i‘;)n of institutionalization resulting from the expanded supply of home health

nefits.

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 1980 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 g 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
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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 heaiih care.

In addition, benefits are not limited to 100 visits and the reim-
bursable services inclvde 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, makirg 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 dStates, 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 elderly. 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 pericdically
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 ciients, does not seem unreasonable given
the expected rise in caselvad 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.

enator 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 Packwoop. 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 subcommiitee 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 LEany. 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.
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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, Le 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

48-011 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 and 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 LEAHY

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. 1In 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
eligibl? 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 Wa;; 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 hospiﬁal. 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 Califaro, Jr.,
has stated that as many as 15 percent of the people in the nation's
acute hospitals alone do nct 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 Ly 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 heariﬁé 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 Depaftment 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 are 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 ;he Senate
Committee on Aéing, the Committee was told 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 infamcﬁs 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 , , . 1In 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?" Y

"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. Th; 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 Qherever 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 benefici:ries are presently limited to 100
visits under each part.

This jmprovement in the Medicare program will not be costly.
Approximately 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 nced
of additional care in their homes.

An important provision of S. 489 concerns Medicare recimbursement
for occupational therapy. Occupational therapy is a rehabilitative
service which is used extensively in the medical managerment of patients
who suffer from strokes, heart attacks, cancer, diabetes, and other
debilitating conditions. Occupational therapists work with their
patients to assist in and spced 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 services occurs in tie home health area, Here a patient must
require skilled nursing care, physical therapy or speech therapy before
reimbursement for occupational therapy can be provided. [ii> current
restriction is unfair and unrealistic., It frequently ienies necessary
services for those elderly or disabled citizens who retuire occupational

therapy to remain independent at home and avoid placemeat in a hospital
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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 deliver; 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
1 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 é;ral 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 ﬁercent 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 inform;tion.
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 prgctice, 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," ¢

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, ;hd "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
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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. 1If 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 pﬂysical 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 psrsonnel. 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 intermediariés for several reasons: that thg.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 fromwgﬁe 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
Bccur, 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
i1l 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 compa;; 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 hosﬁital 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, a;d
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. 1In 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 g;acticing 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 rather 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: Veriront
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 1 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 menticned 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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Uermont Assembly of Home Health Agencies, Sne.
37 School Street Bk Bmxsl) — Tel (802) 41923 229-0579
Nontpelier, MRS, VERMONT 058¥ 05602

May 18, 1979

Sepator Patrick J, Lezhy
1203 Dirzsen Building
United States Senate
¥ashington, D.C. 20510

Re: 85489
Dear Zenator Leaky:

The Vermont Aeseszbly of Hoze Eealtk Agencies wants to express
its appreciation for the efforts teing pade on behelf of home
hezlth, and to express its overall support for 8439,

The bill reflects & variaty of issues and the Board did keve
several concerns regerding the following:

Nurse practitioners

- regarding the issue of allowing nurse practitiomers "...&»d
physisisn assistants, under the genersl suyervision of a piy-
sician, to establish a plen of care for home health patieats
living in rural ereas.” The Assexzbly questions the legality
relative to state nursing and medical practice acts.

REA fraining

The Assembly questions whether it wouldn't be detter for in-
dividuzl states %o set their own training standards rether
than mandating federel standards which might not be uniforaly
applicadble.

The proposed uniform reporting system appears cumbersome in
the specifics it requires,i.e. the provider's naze, time of
day of visit. I? adequate rationale were given for these
items, the Assembly would consider supporting them, The
Asgenbly, however, cannot support the system being on a bi-

. monthly basis. The neceseity of rcportins every two veeks
would add a considerable burden to our home heslth agencies.

48-611 0 - 79 ~ 10
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Dexonstration project . .
_“t_{vg)r.(:"ﬂ PR XSt
The Assenbly not only supports the concept of upiferB-meserts T
, I#Z for tooe hesltk, but all xzgeacies in Vermont elready heve ~<< (b_x," tes
iaiteustlonmomenorting prograzs in place. If this is not 5o in the :
rest of the country we support the concept of developing it.
Our objection would be to duplicate existing efforts.

A8 requested, the Assexdbly Board elso discussed rrodleas with
the current Medicere regulations, Basically the Assexdly sup~
ports coznents already made by several of its individual men-
bers; to be specifioc: -

1. There is grave concera over tke current interpreta-
tions of regulations by the interzmediary. They are
aot only very restrictive but seesm to represeast soce
arbitrary changes &n previous interpretations. Pri-
marily these include interpretations of the terms
"gkilled nursing,” “hozebound,” *"interaitient care,”
"preventive,” and "maintenance,” All of these terms
have impact on our reimpbursemeant for services pro-
vided vwithin the limits of curreant regulations.

Examples of prodlems include:
a. designating sozé care es "too skilied®

l;. sot considering asssssment and physicel
exaninations to be "skilled nursinmz®

e¢. considering trips to physiciens’® offices
to render a patient non-homebound

4., daily visits for trestments ere rejected as
not being intermittent

e, terminal care is denied as Ddeing maintensnce

£.. some treatments bdeing considered preventive -
case cited -~ physical therapy visits to pre-
vent contractures. Payment would bhe possible
to pay for treatxzeat of coatractures. The
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treatment would be more costly and painful
for the patient than the prevention.

The results of these changed interprat'ations are
having significant finencial iampact on 2gencies’
abtlities to provide care as a result of:

a. loss of wailvers
b. denial of payment for aervices rendered,

One other frustration is the refusal of the inter-
n:g:;ry to acknowledge these interpretations as
e ed,

The Assendly also would like to document its con-
cern for the ability of home health to expand or
increase its c:iabilitlea to provide alternatives
to institutionalization unless there is a ctange in
the oversll commitment of the Medicare program. The
current regulations restrict cere to treatment of
acute illness only. In order to decreasse inastitu.
tionalization (and therefore - cost of health care)

* Medicare reguletions must address hoxze treatment of

the chronically 511 and disabled, and preventive care.
Sincerely,
ma.sv . Ttu.l.('er"'

Mary P. Taylor
Admipistrator



STATE OF YERMONT
AcExncY OF HUNMAN StaviCes
DErARTMENT OF SOCIAL WOLFARE
MONTPFELIER 03403

My 18, 1979

Tbe Bonorable Patrick J. leahy .
Tusr Unfred States Senate

1203 pirksen Office Buflding

Washington, D.C. 20510

Dear Senator Leahy: R — -

As you are svare, the Yermont Departmeat of Social Welfare and the
Vermont Professional Standards Reviev Organfzation have worked together
under a Medicald Demonstration Project duricg the past two years. One
of the purposes of this project was to conduct an iatensive reviev of
patients in nursing homes in order to asseas (1) the needs of those
patients; (2) the quality of services rendered to weet those needs, and
(3) each patient's potenttal for discharge into a home care situation,
The results of this activity tended to couffrm sovetbing we have slvays
suspected vas truve: that for a sigafficant percentage of patfeunts 1o
Vermont nursing homes - perhsps as high as 10-20X - the pecessity for
fostftut{onalfeation 18 not a function of medical care manageoent alone,
but aleo a function of the awvailability of home support resources, The
extent to which the latter of thase tvo functione determines the decision
to "fastituticnalize™ a pariesr e difficult to measure, dut the fact
that 2t operates to any sigafficant degree is disturbing vhea Versont's
nursing hooe beds are in excess of 951 occupancy and several Vermeot
hospitals bave patieats "backing-up” vhile avaiting appropriste oursing
tove placesent, In addition, receant surveys of commmity care bowes by
rbe State Departmenta of Health, and Social snd Rehsdilitation Services,
suggest that there are a ouadber of residents of these facilities whose -
gadical needs are not now adequsately mansged, thus plactag thea et great
149k of hospitslizatica. Even vhen we are successful at discharging a
patleat back iaro the "commmity”, the lack of a well organized, and
vell funded, rysource to be accountadble for meeting that patieat’s peeds
can often spell rapid deterioration and sudsequent re-instftutionalizatfon.
Such & sequence ol events raises the legitimste question sa to vhetber
1t alght not hava been better £o leave the patient iz the institution in
the First place. Community dased sccomeadtlity for establishing and '
managing patient plans of care is an {mportant precequisite for saxdaizing
tadependent liviag potential and insuring sontinuity. Use of nurse R
practitioners mnd physicien sssiscants in this coutest should be explared.
A2 .
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There 18 no one simple answer to this problem, but we do believe that a
strong and accountable bome health network is a major part of the solution,
We are taking steps within the Vermont Medicaid progrea to test this
preposition. The test will be characterized by removicg as ouch regu-
latory constraint as possidle from Kedicsid home health reinmbursesents
vhile still retaining & financfal "cap”, We intend to create a home
health program wherein selected agencies will have considerable freedom
to deterwine the scope and frequency of home health besefits for patieats
defined as "at risk" of instituciocnslization, Tbe qualfty and oecessity
of services readered will be carefully monitored by the State Health
Department, and comparisona will be made to the relative cost and results
of keeping a sintlar wix of patfents in a sursing home,

Unfortunately, Medicaid by 1tself camat bave a large impact on hooe
health services. Medicafd's responsidility end subsequent coacera for
the care of the chronically 111 has not been matched by Medicare, vhich
tends to tailor 1c's home health policy to acute illpess only. In the
area of home health, if no other, ft seens to nake secse to consider
broadening Medicare benefits to match the coverage possible under Medi-
catd. This vould ultimately mean not ouly edopting the provisions of
$.489 with regard to scope and duration of benefits, but also considering
relief from the restrictions oa "homeboundness” and "skilled service".

¥We are realistic enough to recognize the volume of increased expeanditures
which could occur in the Medicare prograa as a result of dropping those
latter restrictions, hovever, we do believe that careful progran plaaning
oow can save us ooney in future years., 1If it were dooe, certaiuly some
additional methodology would be required in order to keep effective
coatrols ob expenditures. A combined Medfcare/Medicald project conducted
under carefully controlled eircumstances in a linited geogrephic area,
vould have the potential of truly testing the potential impact of a vell
organized hooe health system. .

We further suggest that the adnivistrative and billing requirements be
carefully tallored to place as little "paper work” burden as possible oa
the home health agencies. Such burdens are a resl problem io rursl
areas served by smaller home health agercies which must cover a geo-
graphically dtffuse populatfon. Alehough we do support baving both Part
A snd Part B coverage paid by the sams flecal intersediary, we do not
believe that the concept of a regfonal fiscal intermedtary and tvice-a-
month billing contributes to more efficient delivery of services or to

cost effectiveness,

Thie is mot suggesting an unbridled expansion of bome health benefits

with no regard paid to the cost or poteatial sbuse of such services. We
wnequivocably support the need to examive the qoality and secessity of

home health services snd the need to employ strict analyses of expenditures
as reflected in S.489. It is to suggzest that by working together ve

could construct a move imaginative Federsl/State approach to hone bealth
care than we have evidenced in the past. Certainly S.489 takes a step

fn 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 oight be

feasible,
cerely,
7
pavid M. Wilson
Coraissioner

Dri/x fa
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T3 , DEPARTMENT OF HEALTH

e Ly

4

R v € MAIN STREET

"STATE OF VERMONT
AGENCY OF HUMAN STAVICKS -

&>
BURLINGTON, VERMONT 05401
’ (K32) 362-5508

Vay 17, 1973

* The Honorable Patrick J. Leahy
United States Senate
Kashington, D, C. 20510

Dear Senator leshy:

Thank you for the opportunity to comment on S.489 which you and Senator
Domenici have introduced. Dr. Novick and I have discussed S.489, and he
has requested that I reply in his behalf. As Hoze Health legislation has
not been revised since 1975, it is appropriate that legislation be intro-
duced to oare clearly define the paracesess and Quality assurante aspects
of lome Health Services, -

My comments are as follows:
1. Elimination of 3-day prior hospital requirement
i) . K

I fully subscribe to this revision. Not only will it decrease the burden
placed on an individual, it will slso save the cost of & 3-day hospital :(
charge, which is unnccessary in many cases and done just to meet current .
regulations. .

2. Unlimited Home Hezlth Visits Under Parts A and B8
Again, I fully support this change.

. Oct\;pllionll Therapy

This revision would permit expandcd utilization of this servi ce, sbich $n
pany cases ¢ould assist clients to achieve a higher degree of independence
in activities of daily 1iving. If other Skilled services are being provided,
8 mechanisn must be in place which insures this service is integrated into
the patient's total care plan.

4. Physiclans Assistants and Nurse Practitioners
In genersl, 1 support this concept.  Mowever, cnuuon. should be taken in
defining the parameters of practice. The role of these physicians extenders

must be clearly stated sc that the following conditions do not occur: the rolex
of the physiclan is usurped, the physicizn extcnders practice outside tHe

v
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framevork of their licenses, and overutilization of these services is
perritted to occux‘.

S. Regionll Inlemcdlaries

The present systul works well for Veroont. Ke have not encountered any
problems dealing with our fiscal internediasry. 1In fact, we have found then
to be very specific in mddressing any questionalble charges, Therefore, we
wouid s\:ypoxt continuation of cur present arrangenent.

6. Training for Home Health Aides

An excellent proposal, it will provide uniformity of service and assure some
aspects of performance standards, It {s my understanding that DHEKW is field-
testing & model curriculun developed by The National Council for Homepaker-
Home Health Adde Services. Results of this demonstration may provide 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 } through § are all consistent in providing the Health Care System

with necessary evalustion tools and cost containment processes as relates

to Home Health Services., However, I question whether bi-monthly biiling,

as described in dtem 6, will schieve its stated purposes. The cutrent

billing method works well in Vermont. Some of our smaller Agencies can
presently accomplish this with part-time help. If the paperwork burden ig
-increased, it will necessitate increasing costs at the local Jeve)l which

will result in Increased cost to the patient or third-party payer. Therefore,
1 question if this requirement will reduce cost or will, im fact, increase it.

As S. 489 is currently under consideration, I respectfully requast that
consideration be given to elininating the homebound and Skilled Nursing
requirements so that Home Health Services csn have more flexibility in mpesting
the needs of the long-term chronically-111 population, which at present is
not :ecaiv:lng the attention it deserves.

'l'hank you agtin for the opportunity to respond to this proposed legislation.
If you shouid have any questlons regarding wy reply, please do not hesitate
to contact me.

Cap Ham

Carolyn J Harris
Chief, Medical Care Fscilities

lec
ce - Lloyd F, Novick, X.D., Commissioner
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Orleans and Northern Essex W
: Home Health Agency, Inc. 3
‘\\,&/ 103 Main St:eet '# L é9
f Newport, Vermont 05855 yrrun s B30

Tel 80:/334-7897

Fan Tume Sh0'es Nursing
Pra <ol Tnerapy
Home ML & By

May 11, 1979

Paérick J. Leahy,

United States Senator
United States Senate
Committee on Appropriations
Washington, D.C. 20510

Dear Senator Leahy:

The Orleans & Northern Essex Home Health Agcncy has
been providing services for the past 10 years in an area
which is economically deprived and is most rural in nature,
In many instances, communities have available to them, only
the services of home health. We have a population that
readily accepts receiving care in the home. Despite the
above, home health care is severdy hampered for several
reasons; those I will list lator. 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 decisionr for level of
care, or, in fact, il 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 collegues, 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 Lospital 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 individusl 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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/ﬁ N . Orleans and Northern Essex
WH ) Home Health Agency, Inc.
XD A 103 Main Street
\é‘—.f Newport, Vermont 05855 pacyLoees 858N
Fan Time Suitied Nrsng Tel. 802/334-7897 . -

Fhpscon e apy
Hame HEAIN Avoes
Matecnat Chig Heaith

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, length of visit
and to specify what nurse 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-

R 1 ment area. Both tho 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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2. Providing reimbursement for services provided for
the terminally ill in-the home.

3. Removal of the restriction of '"homebound" and allow
for office visits at a reduced charge.

k. gemove the authority of intermediary to summarily

eny 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 femily and himself.

It is of utmost importance to support our system in a manner
that contiues the strengths inherent in our system and

addressf:fgh_e,pxob} at curtail the services we are

capabJ;e pmvidm we are burdened with restric-

tive Pfegulations and documentation of compliance of same.
agency expended 30% of its professional hours on

documentation of services provided. We ars proud of our
ition to provide quality care. -

We thank you for your support enabling us to continue
this tradition.

Sincerely,

Dot

Nancy Lillicrap,
Executive Director

NL/bhh

enc.
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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.

Ser:iator 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. 1
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
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 loocked 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
thes«la 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 PAckwoob. It was very interesting testimony.

Ms. CoaN. Thank you very much.

Senator PAckwoop. 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 PAckwoop. Which two?

Ms. Coan. Intermediate care costs to those of AHS.

Senator PAckwoob. The intermediate care facility is not a skilled
nursing home?

Ms. Coan. No; intermediate care is a lower level of nursing care.

Senator Packwoop. 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 PAckwoop. 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 PAckwoop. 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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SUMMARY STATEMEMT
Ruth E. Coan, Director
May 22, 1979

The goal of the Alternative Health Seivices 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 includec: Alternative Living Services (adult foster
care, boarding care, congregate iiving); 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). ,

Prelininary 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
expansion of federally funded health and health-related support systems for
older persons who, without access to these services, might be inappropriately
institutionalized. The AHS 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‘alWways 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 community-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 asssure that the appropriate array of
alternative services is provided. Assistance in coordinating all availadble fund-
ing resources to maximize service impact must be given to providers by the project.
All of Lhese 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 1 approciate this
opportunity for me to speak to you about our system of community-based care
that we have developed under "1ll13" 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 cesearch
hypotheses, but also to lay the groundwork for expanding Medicaid coveraze for
community-based long term care in Georgia, and hopefully, nationwide. To date,
the prcject has designed a carefully conceived intake and referral system for
clients "at risk" of requiring nursing home care. Administrative controls have
been 1mposed 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 1n this report indicates that the system
developed by AKS has the potential of being cost effective while having a
positive impact on the healt! f 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 altermative to nursing home care for the elderly. The major

services offered by the project include:

L) Adult Day Rehab[lita:xon 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.

[ 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.

° 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 AHS services, Additionally, clients are
assisted in lccating and utilizing health and health-related services provided

through other community-based service agencies.

All AHS 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 J4re approximately 1,000 clients in the AHS service and control

ctoups. The number of clients added each month is between 30 and 5C.

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 III, the Metropolitan Atlanta area
and District X, the Athens area together acccunt for 17 counties and range in
population density from crowded, 1inner 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 ~ 11
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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 avzilable through regular Medicaid. The existence of the control
group 1s cricical 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 gathets 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 AH5 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 1ntervals 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
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 RESULTSl

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 hlacks. Most are widows
v'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 woutside 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 $16%, 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 55002 in Georgia during

the first nine months of 1978.

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.

Institutional recipients must contribute their income to the cost of care.
The $50C represents the net cost to Medicaid after this patient income has
been taken into account.
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Mean menthly project service costs per person by type of project service

received through September 1978 are summarized in the following table.

TABLE | °
MONTHLY COST ?2ER PERSON BY SERVICE TYPE

Monthly Service Cost

Per Person Clients In Service

Service Type Mean Std. 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% ( 56)
KDS/ADR $242 $152 10% ( 46)
Total $169 $112 100% (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.

LS TABLE 2
MORTALITY WITHIN SIX MONTHS UF ENROLLMENT BY GROUP
Mortality Service Group Control Group
% (N) % (N)
Deceased 6% (17 17% (16)
Living 94% (266) 83% (77)
Total 100% (283) 100% (93)

In the group referred to project services, 6% died within six months of
enroliment compared to 17% of the control group. This difference was statistic-

ally significant at p .0l.
In summary, preliminary data on alternative services suggests that
community-based services are less costly than institutional czre, and that the

alternative services have reduces the mortality rate for AHS clients.

STATEWIDE IMPLEMENTATION: NATIONAL MODEL

The GCeorgia Department of Medical Assistance is encouraged by the pre-
liminary data findings of the AHS Project and anticipates proposing to the

Governor and GCeneral Assembly in the fall, a plan to phase in the services in
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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 dealfng 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, wutilization review, auditing, integration of secvices 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 recommend 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 difficuities 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:

) Quality controls

o Cost controls

[ Intake and case management

) 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:

Service standards - Carefully designed standards for services can
make a significant contribution both to educating new providers and
to providing a benchmark agafnst which services can be evaluated.
Service standards include guidelines for staffing, scope of ser~

vices, and client record keeping.

Program Monitoring - Consistent with the project’'s emphasis on
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.

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. Althcugh the
provider's action is usually based upon concern for the client's
well-being, 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
tunded 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 Jo 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:

° Budgets and incentive ccntracts - 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 cffering quality services.

o Audits - During the ,begin‘ning 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 fimancial problems 1in 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 crucfal 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 {s 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 AHS 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.

] Maximum Un:its 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.
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Services for the medically needy - Many states provide Medicaid

reimbursement for '"medically needy' persons who have incomes above
SST 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 would be terminated

when the individuals left the institutional se:zting.

Yet, if we are to be able to 1limit 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 Administracion 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
eligibitity 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" pregrams which are more

difficult to administer.

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, laocal and

voluntary programs and their often conflicting regulations.

° Conflicting Federal Program Regulations - At the federal level,
there are Titles XVII1, XIX, and XX of the Social Security Act as
well as Title III of the Older Americans Act which fund services

for the elderiy. 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 DREW'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
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accord with federal long-range plans for comprehensive service
delivery systems. To be truly effective, the panel would need to
have decision-makinz 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 {n the country

are demonstrating that many older persons can continue to live {n 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 {s of
critical importance in light of the growirng interest {in such programs as
national health insurance and catastrophic fiatienal 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 progtams, 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 for those persons who have
the péienzial 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. ReLy. 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 eligibilit}s; 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
oing to be important and useful, in the long run, there is going to
ﬁave 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. RELLY. 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.

r. 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 it
just becomes impossible for them to remain in the community

ecause 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 DEPUTY COMMISSIONER GERALD REILLY+ NEW JERSEY
DEPARTMENT OF HUMAN SERVICES

Our Department would like to facilitate greater use of home health
services by Medicald 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 communit ty standards so
that gersons who might otherwise be Ins€§tutiona1!zea 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 Medicald home health services unless their
income is below the SSI standard. We propose that, for persons
medically determined to require institutional care, Medicai
eligibility for home health services should be made equivalent
to the Institutional eligibility ceilling of $568 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. Pedersl financial participation in_the full range of home care
services for low income persons should be provided through a
single funding source such as Medicald.

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
gources. If one of these support services is disrupted, the
“home care recipient 1s often forced to enter an institution.
Single source funding of a full range of home health related
gervices will overcome the current fragmentation, and in many
cases, may prevent or delay the use of more expensive insti-
tutional care.

COMMISSION FOR THE BUND NEDICAL ASSSTANCE MEWTAL NEALN nEntaL N VETERAKS PROGAANS TOUTH AND
ARD VIBUALLY tPAIRED AND HEALTH AND AR AND BPLOAL BEPVICES ALY SIANCES




171

MR. CHAIRMAN, DISTINGUISHED MEMBERS OF THE SUBCOMMITTEE:

I am Gerald Reilly, Deputy Commissioner of the New Jersey Department
of Human Services, and former Director of the Department's Division

of Medical Assistance and Health Services.

Facdd Qikh 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 cruclal to our efforts. Today I yill 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 Medicald 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 PY 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

$3.8 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 FederélFand 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%f 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, i1f the adequate social and medical services were

avajlable.

Increased avallability 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 certaln situatlons,

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 1s, up to $568 per month. However,

in order to be income eligible for Medicaid hcme 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
Je;;ey's elderly population fall into this "“eligibility gap":

their monthly incomes of between $227 and $568 make them potentially

elipible 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
mus} "spend down" is 133% of the AFDC standard for a unit of one;
in Eéw Jersey this would equal $165 in monthly income. Evidence
from other states has shown that this "spend down" income standard
1s 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 equallze the institutional/communityeligibility standards and
to remove Medicaid's unintended bias toward institutionalization,

we propose the following:

For persons medically determined to require institutional care,

Medicald eligibility for home health services (or medical day care)

should be made equivalent to the institutional eligibility celling

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
wouid‘prevent utilization of home health services in situations
where nursing home care would be more efficient. A reasopable

argument could be made that, consistent with a soclal 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
simp]er'to administer, and with an income based co-pay system,
it would better provide for an individual's normal costs of living

while he 1is receiving home health services.

Qur 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. Fragmentationof funding tends to
foster fragmentationat the point of service delivery. For example,
a typical Title XIX home health recipient might receive medical
services from & home health agency, homemaker services from a

Title XX contractor, and nutritional services through a
Meg}a—on-wheels program. If any of these services is disrupted,

the entire plan of home treatment is often jeopardized.

PN
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In instances where home care is equally or less expensive than
institutional care, the reluctance to expand Medicaid reimbursement
to nonmedical services necessary for the implementation of the
medical treatment plan 1s shortsighted. In the institutional
ue£:1ng. items such as housekeeping, meals, and personal care are
part of }he per diem cost that 1s Medicaid reimbursed. If parity
between home care and institutional care is to be created, such

services must be reimbursed when the recipient 1s 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
Medicaild is dependent upon the avallability 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

Thé.cwo 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
syskem 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 1s a desirable national goal.
However, we recognize that there are many unanswered questions -
particularly in regard to cost - that currently prchibit such a
large scale change in the Medicare program. Therefore, as z-
intermediate step, we.are advocating the expansion of home health
services to persons otherwise requiring Medicaid institutional care
and 1n 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 Medicald's current bias toward
institutionalization, and at the same time, will provide further
data that may help us effectively plan for the provision of sucth

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 Fioor. 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. CortER. 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: : of those
working in home health services to whom certain ;.- itias are




171 o

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
)Iztlegi(er§l)(programs. The elderly patient must be under title XVIII,

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.

ond, 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 scrvices 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 tl.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.

nator PAckwoop. Thank you. I do not have any questions.

Senator DoLE. An excellent statement. I do not have any ques-
tions. Thank you.

Ms. CortER. Thank you.

[The prepared statement of Ms. Cotter follows:]
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PREPARED STATEMENT OF THE AMERICAN NURSES' ASSOCIATION.
BY DELORA COTTER. R.N.. EXECUTIVE DIRECTOR. DENVER
VISITING NURSE SERVICE

Mr. Chairman, 1 am Dolora Cotter, the Director of the Denver Visiting'
Nurges 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 storieé of receiving the
nursing, physical therapy, home health aide or other services and what it
meant in terms of sustained independence and quality of 1ife would give us

the humen 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. Hom;'health aide care was essential, and a
vigiting nurse was needed more often in.the last two months of this fllness.
He died at home ~- after eleven years of fairly esevere 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 probebly 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 Medicarc program were under $5,000.

Why then do we talk about fajilure of home health? We talk about fatlure
because for every person whose needs are gerved, there is one who is not, for
vhom 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 comunity’s needs for in-home health services. It 1s a more
difficult task than planning for CAT scanners or hospital beds. The Congress
should insist that the Health Systems Agencies develop a ratfonal planning base
for home care so that each community 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
reimbursesent. The result ... has been widespread differences in inter-
pretation of benefits, in reimbursement practices, and in the determinaticn

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 1ntermed1aty’s point of view. All 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

vas no longer manageable at home was not reimbursable,



182

Another category of 1ndlv1du;is 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, & 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 1f ever seen. The role of the physician as
gatekeeper for acute episodes may be defensible. Equally 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 mechanisgls.

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.

Reimhursement

Current methods of home care financing are fragmented. A positive
trend is the inclusion of home care benefits in private health insursnce.
For the federal programs, the elderly indigent patient often must weave
between the eligibility under Titles XVIII, XIX, XX. 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 femily's role.in providing home
health caxe’, financing should b? 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 h;be 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.

(4) Reimbursement should be based on the appropriateness of the

service, rather than on the site where care is provided.

¢

~

Professional services within the scope of practice, when
needed and when deemed appropriate by professionaliptoviders,
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 {n 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
cost distorts the real cost of the program by those agencies using a low
charge per visit but providing an excess of visita to patients, thus

inflating the real dollars spent. ytilization review effort could help here.
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Current Legislative Proposals, (5483, $505, $748)

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 fisc;i r;Btteints, was not to make recommenda-
tions but to undertake & 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.

We muppnrt the development of o uniform quality ascuraace pregram 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 stendards 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 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 nu};ing services are the central services of any health care
program provided at home, and therefore that the registered nurse is the
wost appropriate professional provider to 1&entify. 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 1s argued that this lack of constraint
may assist the growth of health services to be provided in the home, there
18 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-nced

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 sssist the consumer, the federsl payor, communities and providers in

their des.re to have the best possible care for the least cost.

Senator PAckwoop. Merritt Jacoby.

STATEMENT OF MERRITT W. JACOBY, ACTING SKNIOR 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 PAckwoon. It will all be in the record.

Mr. Jacoy. 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 conirolled 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 . 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
&1ministrative 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 PAckwoob. 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.

g: 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



188

recommendations to the health care financing administration with

respect to how we feel these can be resolved, and we have provided

:;io the Congress in previous testimony similar kinds of recommen-
ations.

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 accomrlished 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 TaALMADGE. 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. Jacosy. Yes, sir. 1 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. Jacosy. Yes, sir.

(The information to be provided follows:]



189

In response to Senator Talmadge's request of Merrit W, Jacoby
during the May 22 hearings on home health care, we are submitting further
views on various home health care {ssues for the Committee’s information
and consideration. The following is a brlef report discussing some of the
Med{care beneflt expansion proposals now before the Committee. In this
discussion, as requested by the Senator, we draw on Blue Cross and Blue
Shield Plan experlence in administering Plan home health care benefits.

In addition, we are providing a copy of the Blue Cross Assoclation's Home

Health Care Model Benefit Program and Related Guldelines, which provides

a thorough description of the Assoclation'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 Shleld
organizations support broad home health care coverage. Blue Cross and
Blue Shield Plan involvement in home health care began as early as the
13950's. Tnday, 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), Connectlcut and Philadelphia, Plans
have been partners in the development of some of the most innovative and
successful community home health care programs {n 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 varlous providers to improve the coverage

and delivery of home haalth services in their communities.

An important lesson learned from this exparience with home health
cara, and other benefit programs as well, 1s that there are no inherently
good health care benefits, How health care benefits are implemented is as
critical as the i{deas 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-
ment 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 coverage., Their experience Indicates that considerable
sffort directed at provider education, discharge planning, appropriate
patient treatment plans, service coordination and utilization review is
fundamental {n making quality home health care services available in thelr

communities. The 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 concommitant with changes Ln Medlicare policy on
home health care coverage, there raust be an administrative structure that
is sensitive and responsive to local differences in the need, capacity, and
capabllity 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 especlally, 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 {ntermediary system can maek the difference between
achleving and not achlkrlnq sound, systematic delivery and financing of

local home health care services.

Position on Medicare Home Health Coverage Expansion

Relterating our earlier testimony, we support the development of a
more comprehensive home health care program for Medicare beneficiarles,
Just as we do for our own subscribers. Availability of and payment for 3
comprehensive range of health care services for patients in thelr homes is
an essentlal part of a total health care system, However, movement
toward this goal--such as axpansionr of Medicare home health coverage

~
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into the intensive and malntenance lavels 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 an slternative to more expenslive levels of care. Our experlence tells us
this goal cannot be accomplished through benefit expansion alone. Also
required are time, cooperative effort and an understanding of why physicians,
hospitals, consumers, and others make the health care utilization declisions
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, intermedlate home care focuses primarily on skilled nursing care,

physician, respliratory 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 professlonal, 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 hospltalized or conflned to a
skilled nursing facility. In this context, properly organized and administer-
ed Intensive home health care services should help contaln health care

costs by reducing the use of Inpatient care.

About half the Blue Cross Plans offer benefits for the intensive leve}
of home health services. Thelr 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 utilizatlon, 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
approximately 4,000 intensive home care admissions during last year. Yet
utilization of the benefit program is considered low, {ndicative of the length
of time required for ever the best home health care programs to reach their
potential. The program has nonetheless achieved significant cost savings
in patient care. The Philadelphlia Plan has calculated that between 1972

and 1974, utilization of home health care services under this program helped



194

!
result {n average savings of 12 inpatient days per case, ylelding 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 {npatient days saved ranging from 7
to about 15 days per case. As in the Philadelphla 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

Cm e 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 condittons.
There must be substantlal 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 responsibllity 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 {n many communities.
There must also be effective hosplital 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 prcvide 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 approveal, retrospective
claims review, and active review of providers' patient treatment summarles.
Effective utilization review requires that Plans work closely with home health
providers to avoid inconveniencing patlents 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 inappromriate utilization.

Finally, there must also be accurate and thorough provider reporting
including flnancial information. Without such, monitoring and evaluation

of intensive home health care service dellvery and financing Is not possible,

Intensive Home Health Service Coverage Recommendations

Our recommendation regarding the expansion of Medicare coverage to
the intenslve level of home health care services is to proceed cautiously,
considering the following:

o Flirst, we believe that there needs to be separate or

additional certification criteria for providers of
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tntensive home health care services, This [s necessary
so that providers clalming to provide or coordinate this
level of service can really do so.

Second, the intensive home care benefit must include an
array of professional, technical and other health related
services necessary to care for patlents experlencing an
unstable illness op disease.

Ambulance or similar transportation services that are
medically required should also be included. All
services should be provided under intensive physicfan
and nursing management, with appropriate documentation
of treatment plans,

Third, appropriate utllization and financfal monitoring
critertaand procedures must be developed and implemented.
Fourth, there must be an educational program directed

at patients, physlcians, hospitals and home health
agenciles to encourage and to instruct in the use of

intensive home health care services.

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 dally living activities and personal care, Patients receiving such
services are generally stable medically and usually require only perlodic
assessment to maintain stabllity or progress in recovery or rehabilitatlion.

A significant portion of maintenance level servicés are supportlve 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 intermedlate 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
responslibility 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 Medlcare coverage for maintenance level home care on:

o Availability of adequate Title XVIII funds;

o Development of strict utilization controls; aqd,

o Evaluation of experience in funding this level of care under

Title XX of the Soclal Security Act.
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Elimination of the Three-Day Prior Hospitalization Requirement

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 prlor hospitallzation restrictlons will waive them on a case by
case basis to permit direct home care admission where patlent care will
clearly benefit, Generally, it appears that direct admission to home care
programs provides an additional incentive for patients and physiclans to use
home health services as an alternative to hospitalization.

A prior hospitalization requirement can be a useful mechanism for pro~
gram controli. 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 recommen;d
that the Committee:

[} Eliminate the prlor hospitalization requirement and permit direct
admission to the Intensive level of care; ard

o  Retain the requirement as applled to the Intermediate levql of
services, with a waiver permitting admisslon to intermediate
care for patlents previously receiving intensive home care
services during the same spell of illness.

We note that effective utilization of direct admlssion 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 prlor to hospitall-

zation occurs infrequently. A relatively long period of implementation
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and promotion of home care among physiclans s therefore quite Important

in achieving effective direct admlssions policies.

Elimination of the 100 Vigit 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 ratto that links number of visits available to the R;:\umber 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 limitatfons, but instead determine
adminjstratively the number of visits that will be covered. Thls 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 thelr home
health benefits, even under the most restrictive programs. Most Plans
nonetheless appear inclined to maintaln 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 limjitation 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 retalned 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, adminlstration of

Plan homebound restrictions tends to be mcre 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 especlally Important to the

success of Intensive home health care programs, since physiclans 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 s to replace the current homebound re-
striction with a new provislon that would permit exceptions to be made on
the basis of approved patient treatment plans that justlfy 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 entall substantial cooperation among payers and all levels of
providers. In this context, community wide planning can be an {mportant
adjunct in assuring that home health care capacity is nelther so excessive
nor so restrictive as to disoourage' or distort the utilization of such services,
The Congress should therefore encourage greater use of the health planning

process to achieve these goals.

Or.e 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 minlmlziﬁg 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, financlal feaslbility and provider capacity and capability. We
believe that changes in Medicare's home health care coverage should be
made within the context of simllar limitations, and that the government,
through lts |lntermedlaries, will have to emphasize local administration in the
context of national policy.

We appreciate the opportunity to comment further on this matter and

are avalilable to provide additional information to the Committee,
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PREFACE

N

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 fipnancing. These cbstacles 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
;elated responsibilities of both providers and Blue Cross
lans.

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
adopted 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
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
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 recommended by BCA is a carefully
structured snd 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 orpganizations has been considered. The
Program and relaied 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 --

o require active treatment and/or rehabili-

tation of an unstable disease or injury;

o 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.

-3~
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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.

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

] 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.

MAINTENANCE HOME HEALTH CARE is appropriate for
patients who --

] are relatively stable medically;
o have reached a plateau in their rehabilita-
tion;

-4~
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] require periodic assessment of their
clinical status and regular monitoring
to ensure, as possible, maintenance of
the rehabilitation achieved; and

[¢] 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".

The delivery of Home Health Care services must be
coordinated by a professional nurse.

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.

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.

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.

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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The quality of care provided should be monitored
and generally recognized professional standards
enforced.

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 assoclation 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.

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.

Reasonable utilization review processes should be
applied in a consistent manner.

Operational procedures for data collection, analysis
and reporting should permit valid appraisal of
costs and provider efficiency.

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.

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.
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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.
b.
c.

d.

Nursing.

thsical therapy.

Respiratory therapy.

Speech pathologist service.
Occupational therapy.

Medical social service.

Nutritional guidance.

Home health aide service.

Homemaker service.

Diagnostic and therapeutic services and
materials hospitals usually furnish to their
patients.

Pharmaceuticals.

Medical/surgical supplies.

Durable medical equipment (on a short-term
rental basis).

Medical appliances and prosthetic devices.

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.

Ambulance or similar special transportation
services that cannot be furnished by public
or private transportation available to the
patient.

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.

-7-
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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.

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.

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.

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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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

-9-
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unit responsible for case finding and referral
of patients to community home health agencles
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..

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

~10-
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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.

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

-11-
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identify costs accurately, to allocate expenses
appropriately, and to measure cost-effectiveness.

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.

A Home Health Care benefit program must logivally
support its overall objectives through appropriate
benefit coverage and provider payment policigs and
procedures.

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.

The benefit program should be constructed in a
manner that will maximize the cost savings potential
of Home Health Care. When both providers aud

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.

Promotional and marketing practices should be
established that present the Home Health Care
benefit program as useful, desirable and competitive
in the marketplace.

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.

-12- '
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SECTION II
MODEL HOME HEALTH CARE BENEFIT PROGRAM

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)

(2)

INTENSIVE Home Health Care --

including all professional, technical,
ancillary medical services, supplies and
medical equipment that are usually
provided by a gerneral 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.

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
pergod 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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(e)

(£}

(g)
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professional services or supervision
are required which cannot be furnished
in the patient's home, or for other
therapeutic purposes.

To be eligible for covered Home
Health Care service benefits, a
subscriber must be under the care
of a physician.

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.

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.

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 lome
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

-16-
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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.

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);

-17-
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(5)

(6)

(7)

(8)

(9)

(10)

(11)

(12)
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Food, housing, homemaker services and home delivered
meals; R

Home or outpatient hemodialysis services including
the purchase or rental of equipment required for
renal dialysis procedures;*

The purchase of medical appliances and prosthetic
devices;

Supportive environmental materials such as hand
rails, ramps, telephones, ailr-conditioners, and
similar services, appliances and devices;

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;

Services provided by a member of the patient's
family;

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;

Services deemed not to be medically necessary or
appropriate through an approved utilization
review process;

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.

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

(2)

(3)

(4)

(5)

(6)

(7

Charges for services exceeding the limits of
liability specified in the patient's Subscriber
Agreement.

Services which are not in compliance with the
"Conditions Applicable to the Allowance of
Home Health Care Service Berefits."

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.)

Food, housing, and home-delivered meals.

Services which are not provided by or through
an approved participating provider.

Services provided by a member of the patient's
family.

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.

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.

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.

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,

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.

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.

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.

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.

The provider must establish a utilization
review process that is acceptable to and can
be monitored by the Plan.

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.

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.

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 the
agreement between the Plan and provider.

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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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?

o What services are provided by community
home health agencies?

o To what extent and for what types of
patients do physicians use these services?

o 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.*

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."

*Heien 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
equipnent. Plans sbould promote physician support

and use of Home Health Care and cohesiveness among

the various institutiocnal 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.

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.

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).

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 Lhe 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 Natiocnal 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

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
illress, exacerbation of chronic illness, long term or permanent
limitations due to chronic illness and disability." 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
ongress, 2nd Session, Washington, D.C.: U.S. Government
rinting Office,

1872,
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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 propér 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
skilled nursing facility care. The use of Intensive category
HHC frequently represents a recognition that some types of care
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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 Crogs of Greater Philadel-
phia in the eight years from 1962 to 19702 showed that the use
of Intensive categoxy home care resulted in an average of 12.9
days saved per case” and an average saving of $330 per case?,
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.
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 approprisate
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 thaé 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 111) 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 ,nd 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

1. 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 (1873).
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.
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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 fumily, 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-

~41-42-
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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.

-43-



241

(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

Dorland, Medical Dictionary

HEW/SSA, Health Insurance for the Aged, Home Health Agency
Manual (HIM-11).

Miller and Keane, Encyclopedia and Dictionary of Medicine and
Nursing, 1872.

-44-



248

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, 1874.

-45-



: 249

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, i1ncluding 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
tc 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 ¢ 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 ¢
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. MISCELLANEOQOUS

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 1ines 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 Philadephia
Home Care Department

Revised March 7, 1975
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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.cievrueersvsrornannnnns $ $
2. Physical Therapy Visits..veveevseercns
3. Speech Therapy VisitS.iievsvenrsvscsns
4. Occupational Therapy VisitsS...........
5. Medical Social Service Visits..,......
6. Home Health Aide Visits........cveeuen
7. Technician...eeuiieveenirinenanansnen,
Other: (Identify)

8. ceramnnsens

9, P
10. ereeeeean
SUB-TOTAL $ $ $

B. DURABLE MEDICAL EQUIPMENT
1. Rental and/or Hosp. Service Costs....

- |4
<~ |<n
3

C. ALLOCATION OF COSTS TO HROME CARE DEPT.
COST CENTER FOR DIRECT PATIENT SERVICES
SUPPLIED BY OTHER HOSPITAL DEPARTMENTS

1. Drugs & SOlUtionS.seuseevesresnssnsarvsassanansanes $
2. Medical/Surgical Supplies {CSR)..cuuvrnrnanrennanas
3. Laboratory ProceduresS.....eeeivrctacenacansssvenans
4, ElectrocardiogramsS.c.vevsiesncsencensnnsnnnsionnnns
5. X-RaY.uttiaenneetonatotsaansassaasssrioinasssansaas
6. OPD: ServicCeS....vscrsesntesrennsssreoasasoannsans
7. Emergency ROOM. .. vrusiecrraacansnsaaanansaans
8. Clinfc VASItS. . vivereraenvrenssnnnsansosnanns
9. Operating ROOM.svseeernssonnenvsarennssvanansnronans
Other: (Identify)

10. R

11. ceserersererareasanaen

12. B R R TR

13. cessieteseriatenaanaas

k4. ferectteeesnareraranan

SUB-TOTAL s s
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 payreoll 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 DEPARTMENRT COSTS FROM T0
SECTION II
ADMINISTRATIVE COSTS
A. DIRECT COST OF OPERATING HOME CARE DEPARTMENT AMOUNT

1. PAYROLL (Include Salaries, Taxes, Insurance)
* a, Director of Home Care Dept...ec.ceecsiessnsse $
k% b, Salaried Medical Director or Consultant..
* c. Nurse Coordinators/Assistant to Director.
Other Prof. Administrative Staff: (Identify)

d. heiseseneena

e. seereansanans
f. Secretarial...cicvceretscetansecnaaeranes
g Clerical..ceieosnnnsnnsanncannsnnsansnnas
SUB-TOTAL $

* > W

2. SUPPLIES
a. Stationery and Printed Forms........c.uu.
b. General Office...oviceveerersannrannannns
¢. Medications Not Billed to Patients.......
d. Med,/Surg. Supplies Not Billed to Patients
e. Replacement of Non-dep. Equipment........
Other: (Identify)

f. Rataacesvaannanan

g. (PPN

SUB-TOTAL $

3., COMMUNICATIONS AND TRANSPORTATION
a. Books and Subscriptions.....ciieveieiannen
b. Professional Organization Dues...........
c. Travel Expenses (Prof. & Technician Visits
to Patients' Homes, Ambulance & Other
Approved Transportation COSt8).uesssreass
d. Travel Expenses (Administrative).........

e. teveenrseaneesren

SUB-TOTAL §

4, PURCHASED OFFICE EQUIPMENT, REPAIRS & DEPRECIATION
a. Offfce EQuipment...cveevoovssenocnsscnnes
b. Repairs & Depreciationissevesecscesosenas

5.  MISCELLANEOUS
a. Recruitment EXpenses...sssvevssscsecsaans
Other: (Identify)

b. srreneenesaannane

C. tessestenarensans

SUB-TOTAL $

TOTAL DIRECT ADMINISTRATIVE COSTS $

*  Time spent in patient screening, evaluation and care planning activities
before patients are transferred or aidmitted 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.

-50-
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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
1. Depreciation - Building & Fixtures...... $

2. Depreciation - Movable Equipment........

3. Administration & General......iceouveres

4. Operation of Plant....cvuvesesnonsonsane

5. Maintenance of Plant.. .

6. Laundry & Linen Service .

7. Housekeeping.eceeoreonciostossrsessarens

8. Cafeteria (Employees).....scesceencooncs

9. ittt aceersenans

10. cenesirsanenennans -
11. cerasersastsensras —

TOTAL INDIRECT ADMINISTRATIVE COSTS
TOTAL DIRECT ADMINISTRATIVE COSTS (SEC. II A.)
TOTAL COSTS FOR DIRECT PATIENT SERVICES (SEC. I)

TOTAL HOME CARE DEPARTMENT COSTS

~51-
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APPENDIX D
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American Medical Association, Department of Community
Health, 1873.

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.

Traeger, Brahna, '"Home Health Services and Health
Insurance," Medical Care, 9:89-98, January-February,
1971.
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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
pomteti’ 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. Jacosy. 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-
}ng the majority of excellent agencies for the transgressions of a
ew.

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 MERRITT W. JACOBY, ACTING SENIOR VICE PRESIDENT, GOVERN-
MENT PROGRAMS DivisioN

Mr. Chairman and members of the committee.

I am Merritt W. Jacoby, acting senior vice president of the Goverrment
Programs Division, of the Blue Cross and Blue Shield Associations. We
are pleased to have this opportumity to comment on current and prospective
issues in home health care programs. Our interest and involvament in home
health care is multi-faceted:

-- As a private health insurer, we are supporting and encouraging the
Blue Cross and Blue Shield Plans in offering home 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 home 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
reinbursement for services rendered by home health agencies (HHAs) 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
armual Medicare payments for home health care services.

-- As an advisor to Blue Cross and Blue Shield Plans, we are aware of
home care issues in state Medicaid programs. The problems in funding
and disparities in coverages in Medicaid programs, which have been
addressed in detail in the recent HEW report to Congress, will become
a more direct concern since the Medicare and Medicaid programs are
being combined wnder HCFA.

We are therefore most interested in the various issues being considered by
this coummittee to expand the home health care coverage, increase home care
utilization, and promote sophistication and quality in home care services
available.
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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. Our detailed
comments in Section II focus on five commonly-mentioned proposals for
changes in Medicare’s benefit:

Elimination of the three-day prior hospitalization requirement
Elimination of the 100 visit restriction

Elimination of the homebound requirement

Expansion of coverage to 'intensive" levels of care

Expansion of coverage to 'maintenance'' levels of care

0O 0 0o 0 ©

While we support the basic intention to develop a more comprehensive home
health care program, we recamrend 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 claims, and
audit and reimbursement issues which have not been adequately addressed or
resolved. Current problems should be corrected before new 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 prograns:

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
mechanisms for claims and audit reviews can be formulated.

3) Timely and formal notification of changes and clarifications in current
program policies available to the HHA 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 home health care coverage is expanded
and utilization is increased. We have consistently reccmmended a

comprehensive national initiative by the goverrment, 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.

SECTION I: CORRECTION OF CURRENT MEDICARE PROBLEMS

Home health care is the most rapidly expanding and changing patient care
program. In the early 1970's, the rumbers of HHAs 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 problems
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 recommended immediate implementation by HCFA of a comprehensive national
approach to resolving these problems in HHA reimbursement, claims adjudicationm,
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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In the absence of definitive program guidelines, BCA as intermediary has
developed a full spectrum of screening parameters on skilled nursing
services for use by Blue Cross Plans in claims 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, contimued skilled nursing observations and
monitoring after the patient's condition is stabilized. There is also
potential for wide disparities among intermediaries in coverage decisions
due to incomplete or unclear coverage guidelines, such as the necessity of
home health aide services when family resources are available for such
care. These and other coverage guidelines are being addressed.

These activities will help stem the potential for fraud and abuse as well
as provide a clear and uniform application of program rules to HHA providers.

Audit/Reinbursement Problems

In review of costs claimed by HHAs for Medicare reimbursement, the
intermediary must determine that the costs are reasonable and incurred in
rendering necessary patient care services. VWhile there are many issues to
be addressed during this process, the most important example of the problems
currently faced by intermediaries 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, from
which the comparative data is collected, contains insufficient definiticn
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
HEW report to Congress on home health services agrees that cost comparisons
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 until more uniform and reliable data can be obtained. A

copy of our response to the proposal is attached. Our past expetience in
defending reasonable cost adjustments on the basis of statisticallv-
unreliable, unauditable, and unedited data in the Medicare appeals process
has been unsuccessful. Two projects have recently been undertaken to
correct nommiformity in the data base: (1) development of a standard
Medicare cost report, with a single cost apportiorment method, and (2)
development of a uniform reporting system for HHAs. BCA is actively
coordinating with HCFA on these projects. When these projects are
completed and inplemented, 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 HiAs. 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 tire. The
field audit program provides a detailed procedures for undertaking the
reviews.

We believe that these initiatives in audit and reimbursement will help stem

the potential for fraud and abuse as well as provide a clear and uniform
application of existing program rules to HHA providers.

Administrative Considerations

Commmication of changes and clarifications in program policy to the Medicare
intermmediaries and HHA providers must 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 HHA Manual (HIM-11), and the
Provider Reimbursement Marual (HIM-15). Intermediary Letters and other less
formal statements should be interim steps to formal changes in the
appropriate manuals.

An often proposed adninistrative change to combat fraud and abuse is
elimination of HHAs which serve only Medicare beneficiaries (100%ers).

We have not identified a correlation between Medicare utilization and

fraud and abuse activities. Our studies show that high-utilization HHAs
account for less than 27 of all HHAs. The need for reasonable cost
adjustments does not increase proportivnately with utilization levels.
However, high-utilization HHAs are screened for more extensive claims
review and audit review since any adjustments or claims denials will more
significantly affect program payments than in low-utilization HHAs. It
should be moted that it is more 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 HOME HEALTH CARE BEMEFITS

A workable and acceptable definition of home health care nust identify the
services available to patients in the home environment, must 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 enviromment 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 camplex and fluctuating illness to relatively-controlled
disabilities.

A successful home health care system should include inteusive, 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
sexrvices, including frequent observations and treatment in a
concentrated degree. Without intensive home health care, the patient
would require inpatient care.

0 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
services, including muwsing 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 home. In our private
health insurance activities, some of the Blue Cross Plans have included
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coverage of intensive home care. We have found that since a more unstable
or critical illness must be monitored and treated, the types of services
must 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 o 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 homemakers, 'meals 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 rmrsing
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 Medicare, Medicaid, and Older
Americans Act programs will demonstrate the need for coverage of maintenance
services and will provide the appropriate funding to cffset the add-on costs.
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The three other proposals to extend benefit coverage -- elimination of the
homebound requirement, three-day prior hospitalization, and 100 visit
limit -- have been thoroughly analyzed by GAQ in its Decearber 1977 report
to Congress entitled 'Home Health -- the Need for a National Policy to
Better Provide for the Elderly.' GAO concluded thst elimination of these
three restrictions would mot be costly under Medicare. We agree that the
initiative to formulate a comprehensive national approach to home health
care should eliminate these three current restrictions. However, we
recommend that this initiative be predicated on correction of the problems
identified in implementation of the current home health care program under
Medicare and Medicaid.

Thank you for the opportunity to comment.
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Blue Cross ' Medicare

840 North Lake Shore Drive
Chicago, lllinois 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 BHAs 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 comparability of the data.

Based on the results of computer analysis, it was determined that in
general facility-based agencles 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 excluda2d all data collected from facility-based and official
home health agencies.

It was also determined that during the first period or year of operationm,
HHAs 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 f{ndicators 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 1s 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 in 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 avallable 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. 1In 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 HHAs

The intermediary should consider that the costs of a facility-based HHA

are influenced by the cost reporting mechanism itself. Overhead from the
primary proviuzr will be stepped-down on an appropriate allocation basis
into the FHA cost report. In general, this allocation is an uncontrollahle
factor to the HHA. 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 from inefficiencies in management or
inattentiveness to cost containment. To detarmine 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 attributable 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 amount should 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.

4F-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 or David R. Elwell
Senior Manager Senior Manager
EDP/Reimbursement Activities Chain Organizations

(312) 440-5908 (312) 440-5810
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February
March
April

May

June

July
August
September
October
November

December

ADJUSTMENT FACTORS FOR PERIODS

ENDED

OTHER THAN 6/30

1974 1975 1976 1977 1978
N/A - 5.0% - 3.67% - 2,83% - 3.75%
N/A - 4.0% - 2.93% - 2.27% - 3.00%
N/A - 3.0% - 2.20% - 1,70% - 2.25%
N/A - 2.0% - 1.47% - 1.13% - 1.50%
N/A - 1.0% - 0.73% - 0,57% - 0.75%
N/A 6/75 table 6/76 table 6/77 table 6/78 table

- 11, 0% - 8.07% - 6.23% - 8.25% + 0.75%

- 10.0% . 7.33% - 5.67% - 7.50% + 1.50%

- 9.0% ~ 6.60% - 5.10% - 6.75% + 2.25%

- 8.0% - 5.87% - 4.53% - 6.00% + 3.00%

- 7.0% - 5,13% - 3.97% - 5.25% + 3.75%

-~ 6,0% - 4.40% - 3,40% - 4,50% + 4,.50%

3



MEDICARE:

REASONABLE COST INDICATORS FON HOME HEZALTN ACENCIES

COST REPORT PERIODS ENDED 7/1/74 THROUCH 6/30/75 %«

HI COST SKILLED PHYSICAL SPEECH nccup. MED. SOC.  HOME HEALTH

FER VISIT NURS. CARE THERAPY THERAFY THERNPY SERVICES AIDES
LOWER UPFER LOWEK UPPER LOWER UPFCR LOWER UPPER LOWER UPFER LOWER UPPER
LIAIT LIAIT CIMIT LINIT LINIT LINIT LIMIT LINIT LIMET LIMIT UIMIT LINIT
0 - 1,999 24.56 10.90 256.85 8,35 22.85 N/A N/A N/A NCA N/A N/A A.A7 19.53
2,000 - 9,999 10.14 20.79 9.08 22.71  9.41 23.34  0.50725.357 11,44%22,04% 14.59445.96% 7.03 17.38
104000 + 10,67 21.74 ?.00 21.94 11.18 24.92  B.02 33.90 10.89424.%1% 4.8143%5.00¢ 8.36 22.94

COST REPORY PERIUDS ENDED 7/1/7% THROUGH 6/30/76 *#

HI COST SKILLED FHYSIUAL SPEECH occue. HED. SOC,  HOME MEALTH

FER VISIT NURS. CARE THERAPY THERAPY THERAPY SERVICES AIDES
LOWER UPPER LOWER UPPER LOWER UPFER LOWER UPFER LOWER UPPER LOWCR UPPER LOWER UPPER
HI VISITS LIMIT LINMIT LINKT LIAIT LIAIT LIMIT LIMIT CIMIT LYAIT LINIT CIMIT LIMY CINIT LINIY
0 - 1,999 6,53 29,27 9.07 32,15 10.74 24,79  9.447%52.98/ N/A  N/A N/R  N/A 4,89 20.7
2,000 -~ 9,999 10.84 22.24 9.70 23,456  9.03 22.1%  11.01724.0v% B.40722.71 0,00#30.95# 4.48 21.46
10+000 ¢ 11,57 23.60 11.32 24.79 11,09 26.17  6.22 20,07 10.11 26,81  4.03%445.45# 4,28 22.17

COST _REPORT PERIODS EWDED ?/1/76 TIROUGH 6/30/77 *4

HI COST SNILLED PHYSICAL SPEFCH accuP. NED. SOC. NOME HEMLTH

PER VISIT NURS. CARE THERAPY TRERAPY THERAPY SERVICES AIDES
LOWER UFPER LOWER UPFER LOWER UPPER LOWER UPFER LOWER UPPER LOWER UPPER LOWER UPPCR
HI VISITS LINIT LINIT CIMIT LINIT CIMET LINIT LIMIT LIAIY LXMIT LIMIT LINIT LINIT LINIT LIMIT
0 - 1999 10.62 26.29 8.32 27.26  9.36 22.%9 N/A N/A N/A  N/A N/&  N/A 7.80 26.92
2,000 - 9,999 11.34 22.89 11,46 24,46 12,79 21.22  11.41533,09% 10.97%25.31¢ 9.51#%4.048 4.10 20.77
10,000 ¢ 10.76 24.30 11,32 25.49 12,04 27,07 9.87 40.00 11.72 45.467 16.60°39.72# 35.96 24.23

COST REPORT PERIQDS ENDEL 7/1/77 THROUGH 6/30/78 (PROJECTED)

HI COST SKILLED PHYSICAL SPCECH QCCUP. ‘MED. SOC,  NOME MEALTM

PER VISIY NURS. CARE THERAFY THEKAPY THERAPY SERVICES AIDES
OWER UFFER LOMER UPPER LONER UFPER LOWER UPPER LOWER UFPER LOWER UPFLR LOWER UPPER
HI VISITS LIMIY LIMIT LIMIT LIMIT LINIT LIALY LIMIT CINIT  CINIT LIMIT  LXNIT LIMIT LIMIT LIMLY
0 - 1,999 11.58 28.66 9.07 29.71  10.42 24.61 N/R N/A N/A N/A N/A N/A B.30 29.34
2,000 ~ 9,999 12.36 24.95 12.49 26.44 13,94 23,13 12,44%34.074 11.96€27.59% 10.3I7430.908 4.85 22,44
10,000 + 11.73 26.49 12,34 27.78 13,12 29.51 10.76 43,60 12.77 49.78 19.09443.29% .30 26.41

8 - RANGES ARE STATISTIUALLY QUESTIONABLE BECAUSE LESS THAN
%% - UASED ON DAYA RECEIVED THROUGH JUNE. 1978

ADT OF SANPLE REFORTED DATA IN THIS CATEGORY

(4%
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AR Medicare

840 North Lake Shre Drive
Chicago, lifinois 60613
312/440-6000

Administrative Bulletin #1337, 79.01

April 25, 1979

Directors of Federal Programs
Reimbursement Managers

Merritt W. Jacoby, Acting Senior Vice President
Government Programs Division

Medicare Provider Cost Reports:
Reasonable Cost Indicators of Official Home Health Agencies
¢Governmentally Sponsored)

The procedures and data contained in this bulletin should
be tncorporated into desk review programs and audit scope
procadures applicable to the review of HHA Medicare
proviaer cost reports of official agencies.

All HHA Medicare official home 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 supplements 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.

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 HHA 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 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 fram 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 whici, appear substantially out-of-line with the costs
of HHAs of 1like-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 Home 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 whether 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,
HHAs 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 computer 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 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 theamselves 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 (¢)(2). Where costs are found to be substantially
out-of-line through use of the reasonable cost indicators and/or other desk
review procecures, 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 HiHAs, and first-year or
first-period cost reports.

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
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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.

Implementat fon

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 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 Hanmon David R. Elwell
Senior Manager or Senior Manager
EDP/Reimbursement Activities Chain Organizations

(312) 440-5908 (312) 440-5810



MIUICAKL:  IWEASOMALY. UUIST ENDICATORS FUR OPFICIAL 1IOMY JIEALTIN AR HCTES

COST REPORT PERIODS }NDED 7/) /74 TUROUGH 6/30/75 4°

MI COSY SKILLED FHYSICAL SFLECH occuP. MED. SOC.  MONE MEALTH
PER VISIT NURS. CARE THERAPY THERAPY THERAFY SERVICES AIDES
LOVER UPFER LOWER UFFER LOWER UFFER LOWEK UFFER LOWER UFFER LOWER UFPER LOWER UPPER
TOTAL VISITS  LIMIT LINIT LINCT LIMIT LIMIT LIMIT LIAIT LIAIY LIMET CINIT LIMIT LIAIT LIAIY CINLT
0 - 1,999  4.37 2915 7.37 30,79 9.64 3D.47  N/A N/A_ N/A N/A N/A
2,000 - 9,999 10,40 25.44 11,69 20.20 10.14 28.53  3.57%29.00% 1.80%25.71¥  N/a 5
10,000 + 11,40 32.45 10,09 29.94 9,02 34,72 14.35 30.63 10.34%44.14%  N/A N/A 6.17 19.81

COST REPORT PERTOUS FNDED 7/1/73 TWROUGN 6/30/76 **

H1 COST SKRILLED FHYSICAL SFEECH occur, MED. SOC. HONE HEALTM
FER VISIT NURS. CARE THERAFY THERAFY THERAPY SERVICES AIDES
LOWER UFFER LOWER UPFER LODWER UFFER LOWER UFFER LOWER UFPER LOWER UFPER LOWER UFPER
TOTAL VISITS  LIMIT LINIT LINET CIMIT LINIT LIALT LIAIY LIAIY LIMIT LIAIY LIMIT LIMIT LIAIY LIMIT

0 - 1,999 8.83 3%.79 10.92 37.87 12,04 30.45  0.00%4a.41"  N/A_ N/A N/A  N/A
2,000 ~ 9,999 11.49 27.17 13,00 28.92 11,48 31.68  9.92¢52.32% 1,02732,83% 14.83736.33%
10.000 + 13,57 33.57 10,32 31.47 10.55 44.47 24,07 45.64 3.82%68.754 N/A N/A

COST REPORT PERIONS EWDED 1/1 /76 THROUGH 6/30/77 **

HI COST ' SKILLED FMYSICAL SFEECH QCCUF . MED, SOC. HOME HEALTH
FER VISIT NUKS. CARE THERAFY THERAPY THERAPY SERVICES
LUWER UFFER LOWER UFFER LOWER UFFER LOWER UFFER (OWER UFFER LOWER UPPER LOWER UFPER

TOTAL VISITS LIMIT LINIT LIMIT LIAIT LINIT LIAIY LIMIY LIMIT LIMIT LIAIT  CIAIT LINIY  LIMIT LIMIY

L2

1,999 0.8 38.74 36.83 9,97 23.97 N/A  N/A N/A  N7& N/A N/A 20,13
9,999 10.27 29.13 29.546 11,94 24.01 10.37728.097 14.39%18.35% N/A  N/A 21.12
10,000 + 14,06 29,74 34.99  4.43 30.58 10.66 .74 10.08#24.18" N/A  N/A 18.21
v
COST_REPORT PERJODS TWOFD 7/1/77 TIROUGH 6/30/78 (PROJECTED)

MI COST SAILLED FHYSICAL SFELCH occue, MED. SOC.  HOME HEALTH

FER VISIT NUKS. CARE THERAFY THERAFY THERAFY SERVICES AIDES
LONER UFFER LOVER UFPER LOWER UPMFER LOUER UFFER LOWER UFFER LOWER UPPER LOWER UPPER
TOTAL VISITS  LINIT LINIT UINIT LIMIT  LINIT LIAIT LIMIT LIAIT LIMIT LIMST CIMIT LIMIT LIMIT LIAIT
0 - 1,99y  9.51 42.0 12,92 40.14 10.67 25.13 N/A_ N/A N/A  N/n N/A N/A 4,48 T1.94
2,000 ~ 9,999 11,19 31.7% 12.47 32,22 13,01 28.33 11.30%30.82% 15,69720.0u% N/A  N/A  4.71 23.02
10/000 + 16,20 32,44 14.74 38,14 © 7,01 33.33 11.62 29.15 10.99¥24.33%  N/A  N/A  9.435 19.83%

® - KANGES ARE STATISTICALLY QUESTIONAKLE KECAUSE LESS THAN 23X OF SANFLE RECFORTED DATA IN THIS CATEGORY
%3 - WASED ON DATA RECEIVEN THROUGH JUNE, 1978



January

February
March
April

May

June

July
August
September
October
November

December

ADJUSTMENT FACTORS FOR PERIODS

ENDED OTHER THAN 6/30

1974 1975 1976 1977 1978
N/A - 5,0% - 3.67% - 2.83% - 3.75%
N/A - 4.0% - 2.93% - 2.27% - 3.00%
N/A - 3.0% - 2.20% - 1.70% - 2.25%
N/A - 2.0% - 1.47% - 1.13% - 1.50%
N/A - 1.0% - 0.73% - 0.57% - 0.75%
N/A 6/75 tahle 6/76 table 6/77 table 6/78 table

- 11.0% - 8.07% - 6.23% - 8.25% + 0.75%

- 1C.0% - 7.339% - 5.67% - 7.50% + 1,50%

- 9.0% - 6.60% - 5.10% - 6.75% + 2.25%

- 8.0% - 5.87% - 4.53% - 6.00% + 3.00%

- T.0% - 5.13% - 3.97% - 5.25% +3.75%

- 6.0% - 4.40% - 3.40% - 4.50% + 4.50%

812
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840 North Lake Shore Drive
Chicago, Hlinols 60641
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 comments are presented on behalf of the Blue Cross Association
and all Blue Cross Plans in response to the proposed Schedule of Limits on
Hane&Healih Agency Costs Per Visit as issued in the Federal Register on

March 7, 1979.

We do not favor establishment of cost limitations on home héalth agencies
(HHAs) and do not support the schedule of limits proposed by HCFA.

Home health care is the rost 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, proopt discontinuance of existing home care programs, work as a
disincentive to cost contairment, and divert the Medicare program's attention
from the development of other policy and procedural tools necessary for
proper administration of the program to HHA providers.

The rapid expansion in nurbers of HHAs, the increase in sophissication of
home care programs, and changes to the more traditional patterns of home
care delivery systems 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 HHA cost reports were reviewed for
reasonableness of costs. We have testified before Congress that these
measures were fragmentary and reactionary, and while meeting an irmediate
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 reinmbursement, claims adjudication, and audit. It is
these initiatives which are now becoming appropriately responsive to

industry changes.

One of the most 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 HiAs (USHHAR), USHHAR
will further assist the Medicare program and its intermediaries in
evaluating the reasonableness of costs. Once these projects are completed
and used in the industry, a reliable data base will be available upon
which HFA cost limits cculd be fornulated. 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 umreasonable 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
problems, 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 reimbursement to HHA providers.

BCA obtained data from final settled HHA 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 corputer using the inter-quartile statistical method.
The result was an array of ''reasonable cost indicators' (AB #1337) which
can be used to identify cn desk review those areas of HHA costs which need
further review for reasonableness under the BCA standard field audit program
for HHA 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 HHA is provided
an opportunity to justify its expenditures where unusual or unique
circumstances have necessitated the higher costs. We find this an
e&lffective prioritization of audit effort and an equitable treatment of

e 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. 1In the
interim, the Medicare program should continue developrent 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 OOMVENTS
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 ccst
limits developed from the data base may not be a statistically-reliable
reflection of cost levels in the industry.

Our own data collection efforts to compile reasonable cost indicators were
based on the same cost reporting periods and collected the same types of
information as the HCFA proposal. Our data collection was limited to HHA
cost reports finalized by the Blue Cross Plans while HCFA was able to
collect data from all Medicare intermediaries. Cur data base, however, was
edited to enhance the uniformity and accuracy of the information collected.
Our method differed from the methed used by HCFA in four major categories:

1 Facility-based HHAs receive an allocation of overnead from the
main facility. A facility-based HHA is treated as an ''other
reirbursable cost center'’ to the main facility in HCFA Forms 2552
and 2551. The main facility's administrative and general costs are
apportioned to the HHA and reported on }NCFA Form 1729. This is
uncontrollable by the HHA and is a mandatory function of the
Medicare cost reporting form.
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We have compared the administrative and general costs in both
free-standing and facility-based HHAs and found that this
component can be as much as 25% of total cost in the facility-
based HHA and generally only 5-107 in the free-standing HHA.

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 HtAs from the data base. Ue felt
that the existence of uncontrollable allocation of administrative
and general costs found in such KHAs could distort our total cost
per visit indicator upward when applied to all s of HHAs. 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 HHAs in the
data base.

Official, or goverrmentally-sponsored, HHAs in general have a
higher cost per visit than do free-standing agencies. Our data
indicates that total Medicare cost in an official KHA 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 HHA data to determine if
the higher costs have resulted from inefficient management, low
productivity standards, variances in intensity of services, or
othexr 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 HHAs in
developing the cost limits.

Our studies indicate that FHAs will normally incur higher costs per
visit during the initial year or periods of operation. Ve believe
this higher cost is unaroidable in many instances because visit
wolume will initially be insufficient to absorb the HiA's fixed and
stand-by costs. As visit volure 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 operatiom.

The HCFA 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 envirormental
factors which are uncontrollable. It is only those costs which are
substantially out-of-line which are to be considered unreasonable. Cost
Iimits, by definition, establish these maximm prudent buyer lavels.

Thus, economic and envirommental variables in the industry must 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 SMSA (urban) and

nonSMSA  (rural) classification system. In all disciplines except occupational
therapy, the SMSA limits are higher than the nonSISA limits. HCFA's decision
to permit a higher level of reimbursable cost to urban HHAs rests on
perceived differences in ''operating modes.' It does not recognize differences
in wage levels, economic enviromment, size (visit volume), or patient
population, etc. which we believe could significantly affect HHA costs.

Space costs, such as rent and taxes, is the only cost element which is likely
to be impacted by the SMSA/nonSMSA classification, which is based on the
location of the HHA 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 SMSA/nonSMSA assignments are based on the location of the HA
main office. We believe, however, that HHA costs are affected
primarily by the service area rather than the office location.
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Home care is a mobile 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
nonSMSA area may be hospitalized in an SMSA area. When
discharged, the beneficiary may be served by an HHA near the
hospital (MSA) or one that serves the area in which he lives
(nonSMSA) .  Considering that the patient care treatment for
his condition would be identical, the SMSA agency would be
permitted a higher level of reimbursable cost than would the
nonSMSA agency.

Secondly, it would be practical for an HHA to relocate its

main office to an SMSA area for the greater reimbursement
potential while still serving the nonSMSA area. Another
mechanism available would be to establish a new main office

in the SMSA area while retaining a branch office in the nonSMSA
area. We note that many rural FHA 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 SMSA area, a higher amount of reimbursement
could be gained. Part of this problem centers on the certification
procedures for HHAs which permits establishment of branches or
subunits without separate certification from the main HHA unit.

We suggest that the service area or residence of the majority of
patients served would be a more accurate and reasonable criterion
in classifying HHAs as SYBA or nonStSA in nature.

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.
Thg HCFA proposal ,however, found no correlation between wage levels
and HHA cost. '

A recent proposal in regard to cost limits for hospitals recognizes
the need for a wage differential. The home care industry is more
wage-intensive than the hospital industry. Approximately 727 of
total hospital cost is wage-related; in an HHA, approximately 85%
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, hospitals.

To demonstrate the effect, the proposed hospital limits set a
relative wage index for Dallas-Fort Worth at .9371, for Beaumont-
Port Arthur-Orange at .8257, and for Houston at 1.404. Since HHA
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wa%e costs are 85% of total costs, we can reasonably expect a
Dallas HHA to incur wage costs 13% higher than those in a
Beaumont HHA. A Houston HIA's wages would be 267% 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 SYSA 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 HCFA to reassess the need
for a wage differential in formulation of the HHA cost limits.

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 HHAs may inflate at a rate much in
excess of the established and estimated inflation percentages
suggested by HCFA. We feel that the transportation component
of HHA costs should be granted a differential or special
exception.

The previously-mentioned proposal on hospital cost limits

exenpts 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 HA 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.

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.
Wedsuggest that HCFA reevaluate the relationship between HHA 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 HHA providers - - type.
One argument raised by facility-based HHAs {s that an c.rly release
of a patient from a hospital may be contemplated where the HIA 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
HHA has no mechanism for reimbursement of ancillary services, the
hospital must bill for the services and report all reverwes. While
it is difficult to determine the extent of costs incurred by the
HHA in providing for such services, we believe that a study shot.xld
be done before assuming that facility-based !HAs and free-standing
HHAs offer the same services for the same kind of patient.

A complete and thorough analysis on the effect of industry variables on
HHA costs is an important factor in the development of an appropriate
cost limit. We suggest that the proposed cost limits be withdrawm to
permit time for this amnalysis.

Thank you for the opportunity to comment on this material.

Very truly yours,

Merritt W. Jacoby

Acting Senior Vice President
CGovermment 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. Liversipge. 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.
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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 conﬂictinF 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 aﬁparent 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 cther 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 urged 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 with 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.

e applaud your holding these hearings and appreciate the con-
cerns that Senators Domenici, Packv:ood 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. Liversinge. 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. LiversipGe. 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. | am Executlve Director of Communlty Nursing Services of
Toledo, Ohio, a Medicare-certified nonprofit agency combining the home and
community health services of the Toledo District Nurse Associatlion 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 consultatfon.

1 am also Legislative Chairman for the Natlional Association of Home Health Agencles,
a membership organization devoted to concerns related to agencles 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.

) am speaking In their behalf as well.

| 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 | 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 atmosphére which calls for an
expanslon 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 | have heard,
offer clever accountants an opportunity to bury more Inappropriate costs In a
repor£ which will range In consequence from an Impossibility for smaller agencies
to a very expensive exercise for larger agencles. 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 wi)l 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 | 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 1n most cases, due to retrospective dis-

allowances, will be programmed to lose money and possibly eventually fail.

| personatly am very concerned when | see legislation proposed excluding home
health agencies from the certificate-of-need process, and in 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

-2~
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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 fallure 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 r;qulre that decisions regarding the establishment and
expansion of health faclilitles and services be made on a ratlonal and systematic

basis.

In March, when the House considered a bill to extend health planning authorities

for one year, Chalrman Rogers commented on the’ failure of HEW to include home

health agencles 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 Publlc taw 94-641."

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 Commlttee 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 Public Health Service
that such agencies be included. The committee is of the view that
such actlon 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

wil] be revised to conform to the intent of Congress with respect to
home health agencies."

-3-
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Finally, the Conference Committee report on the one-year extension bl1l (Hse.
Conf. Rpt. 95-500) stated that the omission of home health agencles from the
certificate-of-need regulations by HEW ''should be immediately reconsidered and
rectified" (pp 21-22). NAHHA concurs. The regulatlions should be revised so as

to include home health agencles 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 insufficiént and the patient becomes very vulnerable. Yo monitor
200 patients at 200 different locations In their own homes Is extremely compli-

cated.
4

1 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 provld‘ed by unsupervised, undertrained, careless
staff. We can describe situations in which patients whose benefits were exhausted

were unceremonlously dropped by one agency and the v!siting nurse agency elther

.
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had to use dwindling United Way resources to see the patfent, or saw the patient
at a financial loss, because we and the communities in which we are based recognize

our primary commltment is to service and to the patfent, not to the do}lar.

However, having catalogued a serles 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, | 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 ageacies and Intermediaries
supporting those changes, We wish to not only offer our enthusfastic 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. 483, the Domenici-Packwood 'Medicare Home Health Amendments of 1979' ae«xd $.505.

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 desirablg.

We feel that some coordination of beneflis 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

-5~
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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.0. and contained In the

legislation described above. In our experience, few patients exceed the present
limits, but for those who do have needs ir 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 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 leglislation described above, we view it as an Important yet relatively

Inexpensive need for coverage for Medicare home health redipients.

N.A.H.R.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

-6-
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utmost importance. Not only do such persons work with specfalized diets, s.uch 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 Enabllity
of agencles to be reimbursed directly for such services severely limits their

availability.

There are a number of other Improvements that we believe should be consldered,
including the inclusion of homemaker services, relaxation of the skilled nursing
requirement, and definition of the homebound status which are presently glven 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 reviséd to at least create

more usable and economically efficlent 'crosswalks’ from one program to another.

While none of the above ltems was included in the Domenici-Packwood legislation,
N.A.H.H.A. betleves they are important and should be considered at an early date.

-7..
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in reviewing other provisions proposed in §S. '089._ N.A.H.H.A.'s Leglslative
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 Sectlon 1861 (o)(7)
catling for bimonthly bitling, to include dates service provided, charges, and
name and title of Individual providing the service. This would call for signl-
ficant changes In bllling procedures, we estimate, in over 35% of agencies.

While some agencies do provide visit verification forms signed both by the

patlent and the provider, a procedure which | favor, a copy of the Bill sent to
Medicare, sent by the intermediary to the patient, should suffice to prc:;vlde 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 regfon
to regfon. 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 thelr 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 Tnevitable growth in the population at risk. The natiofST-Torécast 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,

-8-
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it Is estimated that the oge group 6h-7h will increase by 22.8%. Those 75-84

wil) Increase by 56.9% and the age group 85 and over will increase by 91.12.

The dilemma of home care is that despite this demonstrahle 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 exanple of this lnconsistent stimulus
Is the reduction In authorization requested for the Home Care Expansicn Grants

by more than 90%3. The reduction request was accompanied by the justification
that "home health is no longer in its Infancy”, yet estimates Indicate 703 of

the Medicare beneficiaries tiving in non-metropolitan counties outside the north-
east have no certified home health agency to serve them. Many of the existing

agencies are sald 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 essentlal
element of any program designed to effectively and economically meet the health
and related soclal 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 Medicqre 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
Domenici, Packwood, and others have shown in sponsoring $.489 and similar much-

needed legislation.



301

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

rogram unless a State has passed a licensure law. To date, only 22

tates 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 the medi- .. ... _

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, removin% 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 TaALMADGE. 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 TaALMADGE. Have you heard, or do you now of any other
ag;er;cy 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 Packwoob. 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, 1 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 PAckwoop. Why ran you not participate in the others?

Mr. RoseENBERG, 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 PaAckwoob. 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. RosenBeRrG. That is right. That is one strike you start with.

Senator PAckwoob. 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 Packwoob. 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:

"{0) 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 skillead
nursing services and other therapeutic services;

"(2) has policies, estahlished 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 (1)) 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 th§t
meets the requirements of subsection (z} of this section;
and

"(6) meets such other conditions of participation
as the Secretarv may find necessary in the interest of
the health and safety of individuals who are furnished
services by such agency or organization;

knuxqu;Aﬂun;éuuiyaxnm»iﬂwﬂér;Kuy43KHANk><>1»HA&RK><nsﬁxndxg><m
which- L6 not- o nonprofit- organizat-ion-exenpt -from Rederal--<ncome
taxation-under- eec%ﬂx»r4%Hr<&iﬂhﬂﬂﬁr4H%4<x~irfnﬂxhﬂusnxxr1uisuch

9epﬂxx>ﬂﬂrfegu&etton9~1nﬁH 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.”
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Statement of Appendix 2
Home Health Services Association

States with Home Health Agency Licensure Laws

Arizona
California
Connecticut
Florida
Bawaii
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 A
Home Health Services Association ppendix 3
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1
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o be eligible for home health care, the patient must be con-
fineX 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
condition _should be such that there exists & normal inability to
leave ho!l}e\nnd, conscquently, leaving home would require a con-
siderable and taxing effort. Occasional absences from home are al-
lowed for both'medical and nonmedical reasons. Elimination of the
bomebound reqivrement, with no other change in the benefit,
would exmd berlefits to & new category of patients who.are in
need of skilled carebut would ordinarily be expected to obtain
such care in an ambulbtory setting, that is, a doctor’s office ora
clinic. Many have exp! d concern that, given such a liberaliza-
tion, beneficiaries now obfajning care in an ambulatory setting
would have an incentive to\receive the care under the home
bealth benefit along with all the attendant supportive serviccs.
In addition, elimination of the homebound requirement would
dmia_ice leuforcement: of the skilled tare requirement exceedingly

cult.

{f) Addition of homemaker sgrvices

Services furnished by homemakers are Bqt presently covered
under the home health benefit. The home health aide—whose
primary function is to perform personal care duties for a patient—
may perform certain household services, but only¥{ such services
do not substantially increase the time spent by tlid aide in the
patient’s home. Such household services can include Nght clean-
1og, shopping for food, assistance in the preparation Of meals,
and lsungering essential to the comfort and cleanliness “gf the
patient. Coverage of homemaker services would représent
8 significant benefit expansion and would be of particular as-
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-

i1zation-and-abuse

(g9) Elimination of the licensing requirement for proprietary home
health agencies

By law, proprietary or for-prpfit home health agencies are not
eligible to purticipate in the medicare program unless the ngency is
licensed pursunnt to State law an(rit meets such additional
standards and requircraents as may be prescribed in regulations.
Currently 17 States license homa health sgencies. Ono of these
States, New York, specifically licenses only nonproprictary home
health avencies and reimbursement would not be made available
to proprictary agencies in that State by virtue of this Yroposcd
change. With respect to additionul standards which by law may
be impesed on proprietary home health agencies, it 1s requirerl
that such agencies offer skilled nursing services and one other
therapeutic service directly, whercas 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 licensing require-
ment for proprietary agencies and elimination of authority to
impose additional standards for such agencies argue that this is
the only type of facility so discriminated against in the medicare
progrum. When the medicare program wus enacted, it wus thought
thut eventually all States wouldl license home health agencies
oud that such licensure woull provide some assurance for peovi-
sion of quality services and against possible abuse. In practice.
however, Stales have not been quick to license home health
agencies. Proponents of the change further argue that it would
make homo health services wore available to those who need such
services. A

Oun the other hand, some have expressed strong concern that
adeqquate standurds for home health agencies do not exist and
easing the barriers to the entry of many new proprietary agencies
(particularly if they accept only medicare beneficiaries as clients)
may lead to more abuse and higher expenditures for the program.
Their concern is particutarly with respect to the high utilization
rates and high cost per patient gencrated, on the average, by
those proprictary agencies that are licensed and participating in
the progrum; however, this same concern extends to private
nonprofit agencies. In this regard, HEW is required. under
existing law, to repott to the Congress by Cctober 25, 1978, with
recommendations for regulatory and legislative changes on the
issues of quality assurance and administrative effictency with
respect to all home health agencies.

W) Ltunination of the skitled care TequirenTem—

Tt\has also been suggested that the requircment that a bene-
ficiary “reqquire skilled nursing care, speech therapy or physical
therupy order to gualify for the full range of home heatti
beunehits, b(?‘\li:ninutcd. ‘The test of need for home heulth serviees
woutld then benghe need for nny type of wsing services amwd or a
necd for any other of the home henith Lenetits—(or exampie.
home health aide segvices.

Although the uvabybility of nonskilled nursing serviees amd
personal cure sceevices Would enable o number of those who are
now in institutions to be dured for at honmte, it has been sugeested
that medicare—u medicallyNqriented program-—is not the appro-
prizte program to use in making these services available. lore
nunportantly-—since without u sKNled care requirement, the medi-
care program would be providingd\ home henlth benefits as an
alternative to or extension of care which is generally paid for by
the medicaid prozram, by private funds, or {urnished by family
ond friends—such a liberalization would\eepresent a significant
additional expenditure to the program with\no opportunity for
ollsetting savings.

It has been urged that any expansion of the presdqt home health
bencfit be considered in light of the recent work by variong commitrees
of the Congress which indicate some incidence of fraudNand abuse
smong home health agencies. The home health business can ke highly
profitable—little eapital is required and those who serve only md{icare
patients are virtuully ussured that 100 percent of their costs wil be
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There alzo is some concern that medicare home health expenditures
have been growing so rapidly in the last few years. Program expendli-
tures have averaged a yearly increase of over 50 percent in the last
5 vears and have exceeded—by as much as 14 times—the medicare
- expenditures for skilled nursing facility benefits in the last 3 years,
Others would counter this conceérn by pointing out that home health
expenditures still account for only 3 percent of total meclicare expendi-
tures. This rapid growth in the medicare home health benefit, the ease
with which home health agencies can be estnblished, and the evidence
of abuse suggest that any significant expansion of the present benetit
shoulkl be accompanied by efforts to provide for more efficient aund
uniform reimbursement policies, the tightening of corulitions of pur-
ticipation for home heelth agencies, and improvement in administru-
tion by medicare intermediaries.

Cost:
{In millions except whers otherwiso specified] “
Elinninain
Elim[vate licensing
Ebniinate Add skilled requine
Elimirste Cn- hontee honie- carer~  Ocvupse | mentfoc
3day re~ limited bound r~ msker quirenient tinnal penprics
quirement visits quiceinent services  (bullions) therspy 1wries
Fiscal year:
1979, -- $S £ 2] $103 $300 $l.2 §28 0
1930, 9 4 130 370 L5 33 0
1031 11 5 150 440 1.7 41 0
1982 ... 12 6 180 520 2.0 49 0
1085 e 13 7 210 600 2.3 56 0

2. Services FerNisHED To MEepicase BeNEriciaRiEs Ouvtsine
THE UN1TED STATES

Present law: Medicare coverage is provided, with a few limited
exceptions, ouly for health care services rendered within the United
States. These exceptions cover only cases in which the beneficiary
needs emergency hospital services while traveling in Canada between
the 45 contiguous States and Alaska; or needs hospital services
because of a medical problem thet arose while traveling or residing
within the United States near the border, and a Canadian or Mexican
hospital is more accessible than the nearest United States hospital.
This limitation on medicare coverage was included in the law becauso
of the aldministrative problems involved in verifying the medical necces-
sitv for services furnished outside the United States, establishing the
qualifications of foreign medical practitioners andl institutions, and
deterining the npproprinte amount of payment to muke for services.

Issue: A significant number of medicare beneficiaries are deprived,
during such times as they may be traveling or living outsido the
United States. of their medicare benefits. Since the basis of the
limitation in present law is administrative, it is widely believéd that
cousiderations of equity dictate the development of a reasonably work-
able amrangement for assuring medicare protection, to the extent
feasible, for such beneficialies.

Discussion: A proposal has been made to authotize the negotiation
of reciprocal ugreements with other countries under which provision
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Home Health Services Association

THE LIBRARY OF CONGRESS

Congressional Research Service

WASHINGTON, D.C. 20540
March 7, 1979

honorable John J. Duncan
Attention: Mr. Scrivner

T0

FROM : American Law Division

SUBJECT: Legal Interpretation of the Definition of Home Health Agency
Under Section 1861(0) of the Social Security Act, As Amended

This summarizes our telephone conversation regarding an analysis
of Section 1861(0) of the Social Security Act, as amended, 42 U.S.C. §1395

x(0). That section reads as follows:

) Ffome heslth agency
(0) The term ""home health agency” means a public agency or pri- |

vale organization, or a subdivision of such an agency or organiza-
tion, 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 organization), including
one or more physicians and one or more registered professional
nurses, to govern the services (referred to in paragraph (1))

which it provides, and provides for supervision of such services
by a physician or registered professional nurse;

(3) maintains clinical records on all palients;

(4) in the case of an agency or organization in any Statc¢ 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 cstablished for
such licensing;

¢56) has in effect an overall plan and budget that mcels the
requirements of subsection (z) of this section; and

{6) mevts such other conditions of participation as the Secre-
tary may find nccessary in the interest of the health and safety
of individuals who are furnished services Ly such agency or or.
ganization;
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except that such term shall not include a private organization which

= not_u_nonprofit organization exempt from Federal income tax:-
tion_under section 501 of Title 26 {or & subdivision of such organi.

zalion) unless it is licensed pursuant to Stat: Iaw and it meets such
addmonnl standards and requirements as may be prescribed in reg:
ny; and cexcept thal for purposes of part A such term shall
no! include any agency or organization which is primanly for the
"care and treatment of mental diseases.

A question has been raised as to the effect of deleting from the above
section the under}ined portion. Section 1861(o0) defines the term “home health
agency” for purposes of the Supplementary Medical Insurance Bepefits for the
Aged and Disabled Program (Medicare), ''Home health agency" specifically in-
cludecs a public agency or private organization which (1) primarily provides
skilled nursing or other therapeutic services; (2) has policies eltablished
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 weeting 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 f;deral
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., lst 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" under 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 definiticnal requirements, In addition, Section 1861(0) would
not preclude state licensing of proprietary home care organizations at present
or in the future, ‘

While a reading of Section 1861(o) indicates that state licensing
of proprietary home care organizations would de 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
deletfon: 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,

Kathlea = Suseu D

Kathleen S, Swendiman
Legislative Attorney
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HOME HEALTH SERVICES ASSOCIATION
Suite 312/1156 Fifteenth Street, N.W./Washington, 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 programs,

11. 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.

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,

Prohibition of Medicare-only providers, although care
must be taken to awoid rigid quotas for any type of
patient.

Improved audit activity by both HEW and fiscal inter-
mediaries.

A reasonable system of uniform cost reporting.

Full access to financial records of home health

agencies.,



9.
10.

815

Reasonable, flexible quidelines for fiscal inter-
mediaries to use in reviewing salaries, fringe benefits,
and management service contracts and fees, with appro-
priate recognition of startup costs,

Reasonable, flexible guidelines on percentage of
administrative personnel.

A specified minimum of services to be provided directly
by the hone health agency.

Patient or family verification of services provided.
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 Subccmmittee 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. Amending existing home health services law as proposed by

$.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 Subcommittee 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 participate fully in the Medicare vrogram,

(2) To direct HEW (a) to enforce more rigorously existing
Medicare conditions of participation for all home health
agencies, and (b) to make cértain changes in program
administration to improve quality, achieve fair costs, and
reduce fraud and abuse, and

(3) To appruve 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 impnrtance
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 homes:/

1. "Public agencies - includes all agencies operated by state or
local governmental units.

2, "Nonprofit agencies - includes nongovermmental organizations
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.”

Home 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 hvome 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
1

48-611 0 - 79 - 21
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One reason for this increase is that home health care has become
reoognized as a more humane and successful mode of treatment for
many illnesses. Another reason is that home health care is 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
people in institutions."*/ (Emphasis added)

Proprietary home health organizations are a relatively recent
phenomenon., A few came into existence in the mid-1960's.
Significant growtn 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

*/ Camptroller 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 1i.
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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 cfficiency, reliability, and safety and to enhance quality
in the delivery of home health care to the general public. The As-
sociation's merbers 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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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 Corgressional
Budget Office estimated in 1977 that only 300,000 to 500,000
adults can be served by personnel from existing home health care
providers, while 1.7 to 2.7 millio}u adults have a need for home
care XY/ .

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.

Y

Stenley J. Brody, "Long-term Care in the Community" in A Social
Works Guide for Long-term Care Facilities, by Elaine M, Brody,
THEW Publication No. (ADM) 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 ior home care-—great as it is now-—is likely to expand
over the years to come as our elderly population increases in
absolute nurnbers, 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 of 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.
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Present Home Health Law Discriminates Against Proprietary
Organizations, the Only Such Discrimination in the Medicare

EEQ ram.

Present law, Section 1861(o} of the Social Security Act, was first
enacted in 1965. It defines a home 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 example, profit-making hosﬁitals are eligible for
Medicare reimbursement; profit-making home health providers are

not.

In 1965, when Congress established the Medicare program and the
definition of home 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 ‘he existing language of Section 1861(0).

**/ Senate Report 404, 89th Congress, 1lst 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 home 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-
sumption 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 otwiously
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 major 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 important 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 Subcommittee, 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

Corgress.

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 minimh.
That bill changed section 1861(0) to allow proprietary home 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 proposel is that it would restrict the
states' rights to protect their own citizens' health and safety by
enacting licensure statutes for home health agencies. Here again,

we believe this ooncern to be unfounded.

First, the full participation in Medicare by public and non-profit
home health agencies si