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SENATOR FRANK PALLONE (Chairman): Good morning. We
are going to begin the hearing. Can we have everyone's
attention, please?

First of all, 1 want to thank all of you for coming
for what I think should prove to be an 1interesting public
hearing. My name is Senator Frank Pallone, Jr., and I'm the
Chairman of the Senate Committee on Aging. And this morning,
hopefully, we will have Senator Leanna Brown, who is another
member of the Committee, who will be Jjoining wus. 1 don't
believe that the other members of the Committee will be able to
come; but there 1is that possibility, and when they do come, I
will, of course, intrcduce them when they come in.

We also have with us some members of the OLS, which is
the non-partisan staff of the Legislature. To my left is a
Committee Aide, Diane Lynch; and also, Norma Svedosh, who is
to her left. And we also have some of the partisan staff here;
Barbara Cantrell, to my right, from the majority staff; and
Rosemary Pramuk, from the minority staff, who's over on the
left.

This public hearing is being held to examine charges
raised in recent Congressional testimony that some hospitals
are prematurely discharging elderly patients due to Medicare's
current prospective payment system. And tnhis 1is the system
which regulates hospital prices based on the diagnostic-related
groups, or better known as DRGs.

ln New Jersey, our all-payer DRG system has worked so
well that it has become a national model. So, we're not here
today to criticize DRGs or the systenmn. But we are here to
examine how the current DRG system is administered, and whether
any of our State's elderly have been prematurely released due
to administrative decision-making.

This issue has been raised in Congressional testimony,

and most recently, 1in the March 13th issue of The New England

Journal of Medicine, "Summary of Major Study of Medicare" done




by the Harvard Medicare Project. And, quoting from the Harvard
study, 1t states: "Medicare's <current prospective payment

system may promote discrimination against certain groups of

patients. It may make the elderly less desirable patients than
privately-insured patients, thus 1leading to a tendency to
discharge older persons, sicker and quicker." Unquote.

1 hope that this is not happening in New Jersey. Our
Committee wants to make certain that our elderly are released
from the hospital when their doctor determines that they are
ready to go home. 1've 1introduced 1legislation that will
require hospitals to give patients, wupon admission to the
hospital, a copy of their Medicare Bill of Rights, recently
developed by the Federal Department of Health and Human
Services. This 1information will help elderly patients and
their families understand the system.

There's another reason why we're holding this hearing
today. We know that Federal budget policy has a direct impact
on our State budget process in the era of new federalism.
We've 1learned, through our experience with Gramm-Rudman --
which has come up in practically every budget hearing that I've
attended -- that when budget cuts are made in Washington, New
Jersey taxpayers may be asked to pick up the cuts through State
tax dollars. 1f Medicare reduced the number of hospital days
or home-health care visits that it will cover, then people will
look to our State government for assistance. So, 1it's clear
that we at the State level have a direct interest in Federal
policy decisions.

I1t's also clear that we have a role to play in helping
to shape that policy. 1t's for that reason, and because, 1in
many respects, this 1is both a Federal and State issue, that I'm
very pleased today that Congressman James Howard, who 1is our
Congressman from the district that you're now sitting in --
from Monmouth County as well as Ocean County -- has agreed to
come here today and is our first witness. 1 don't think 1 have



to say anything about Congressman Howard, because he's well
known 1in our area. He's represented our area for over 20
years, and 1 certainly think that he's the best Congressman in
the United States. So, without further ado, Jim Howard.
CONGRESSMAN JAMETS J. H OWA R D: Thank you
very much. Mr. Chairman, 1 consider you the best State Senator
in the United States.

Thank you very much, Mr. Chairman. I'm very pleased
to be able to appear before the New Jersey Senate Committee on
Aging this morning, to relate my thoughts on the effects of
government cost-cutting measures on the health care of senior
citizens, and more specifically, the serious problem of early
hospital discharges among the most vulnerable segment of our
population.

l1've been deeply concerned about this situation since
1 received, recently, the results of a Medicare survey I
conducted among thousand: of older <citizens 1in the third
Congressional district. While 1'1l submit more detailed
results of the survey for the record, let me say in summary
that it reveals senior citizen health care is suffering under
the diagnostic-related group payment system and its Medicare
policing arm, the Fger Poview Organizaetion, or PRO.

tThe PRO is a private corporation composed primarily of
physicians wunder contract with the Federal government to
oversee and reduce hospital admissions and 1lengths of stay.
Federal PRO regqulations were implemented in 1984 by the Health
Care Finance Administration, and now Medicare expenses in
states and regions around the country are being monitored by
PRO doctors.

Under the PRO regulations, the Medicare program
reimburses hospitals for treatment based not on length of stay,.
but according to standard charges for specific medical
procedures. This has the unfortunate effect of encouraging
early hospital discharges, because the reimbursement 1is the



same no matter how 1long the patieht stays in the hospital.
More generally speaking, my survey revealed that 75% of the
3,182 senior citizens responding were under a doctor's care for
the treatment of a condition requiring regular visits. From
this group of 2,398, the following was learned:

--75.3% of them had received notice -- or were being
reimbursed by Medicare for their condition;

--22.8% of them had received notice that their
treatments were being limited:; and

--15.3% received notice their treatments were no
longer eligible. That's 38.1% either reduced or eliminated.

--0Of those who had emergency admissions or planned
hospitalization, 16% said they were subject to PRO review, and
10.6% believe they were discharged too soon as a result of PRO
involvement. A very high percentage of those senior citizens
under a doctor's care for treatment of a condition reported
their medical care would be adversely affected 1if Medicare
payments were eliminated or restricted.

--72% said they couldn't afford treatment 1if their
payments were eliminated, and 32% said they wouldn't seek
treatment at all if payments were eliminated or restricted.

--Over 75% of all individuals responding indicated
they do not believe it is in their best interest to allow a
Medicare carrier's medical staff, or the PRO, to have a direct
influence on either the medical care recommended by the
treating physician or the attending physician in a hospital
when admitted in an emergency; or determining when patients are
to be discharged; or determining 1if part of the patient's
hospitalization was, guote, "unnecessary," unquote.

Most seriously of all, five 1individuals alleged that
the death of a friend or a family member was related to his or
her premature discharge from the hospital. One Monmouth County
woman wrote, and I quote, "Medicare decided my husband couldn't

stay longer in the hospital. Had to transfer him to a nursing



home, and he died four days later. The doctor had no control
of keeping him" -- that means their own doctor, in the
hospital.

Who's to blame for this situation? The PROs claim
they are only following the provisions of their contracts. The
Federal law establishing the PRO system requires that insuring
gquality health <care of Medicare recipients be as much a
function of the PRO as cutting costs. But in practice, this
gquality assurance has been virtually ignored, and all the
emphasis is placed on cost control.

PROs complain they do not have enough money to
accomplish both goals, and so they've eliminated the quality
assurance and put their emphasis on cost control. The acting
administrator of the Health Care Finance Administration, which
oversees the PROs, 1indicated in a recent letter to me that he
felt it was the hospital and physicians who were responsible
for the problems of premature discharges. He said that in the
scope of the work for the new PRO contracts, the agency is
emphasizing, and 1 quote, "even more strongly the need to
detect <cases of premature discharge, and the need to bring
sanctions against hospitals or physicians that engage in this
practice."

1 believe he's blaming the wrong parties. Hospitals
and physicians have the interests of their patients foremost in
their minds, and are struggling to deal with the PRO mandate in
a way that 1is medically sound, compassionate, and consistent
with the law. They're caught in the middle between trying to
assure proper care and responding to extraordinary PRO pressure
to reduce adm{ssions and lengths of stay.

1've submitted testimony regarding my survey results
to the House Select Committee on Aging, which is working on
legislation that will force greater PRO accountability in
assuring proper care of the patients. Other progress has been

made since my survey was taken last June. The Federal



Department of Health and Human Services took the action in 1late
February of requiring hospitals to provide detailed information
abut how Medicare patients can appeal their hospital discharge
notices if they think they're being asked to leave too soon.

Under Medicare rules, hospitals must inform Medicare
beneficiaries 48 hours in advance of a PRO-initiated
discharge. 1f patients feel they're being asked to leave the
hospital prematurely, they can file an appeal by telephoning,
or in writing, with the PRO. Under the current law, the PRO
must review the case and arrive at a decision within three
working days of receiving the appeal. I've cosponsored
legislation to require that the PRO complete its review in two
days. This way., the patient will learn the decision of the PRO
while still in the two-day grace period, and will not be forced
to pay for his hospital stay out of his own pocket while he
awaits that decision.

Finally, 1'd like re  urge that the New Jersey
Department of Health, which 1 understand will be represented
here today, undertake a detailed study of the question of
premature hospital discharges. The Department does have the
authority to make specific 1inquiry 1into the health care
histories of patients who complain of ©premature hospital
discharges. Many in government point to the decline of
hospital use as a measure of the success of cost-containment
efforts in the Medicare program. But it's unconscionable that
cost containment should come at the expense of the health and
longevity of our older citizens. And cost 1is not necessarily
being eliminated, but simply shifted to others, primarily to
our nation's retired, who are being told that they must
shoulder a much greater portion of ever-increasing health costs
or forego recommended treatment.

That's the end of my formal statement, Mr. Chairman.
I do have -- which I1'll submit to the Committee -- a copy of
the results of the survey that 1 took here in Monmouth and



Ocean County, for the record.

And, just in closing, 1'd like to say that there is
something maybe less tangible involved in this, because we are
dealing with 9our senior citizens. They are very, very
concerned about their health, of course, and also concerned
about the fact that most of them barely have enough money to
get along on, and are very, very frightened at the prospect
that, all of a sudden, a large bill would come to them -- even
though this does not come to them, it's just money that will
not be paid to the hospital. They are not really assured of
that. ,

1 had a case in Ocean County during the past year, of
a couple. The man is in his 90s -- mid-90s, woke up at two
o'clock in the morning with a severe nosebleed that would not
stop for several hours. She certainly did not panic. The
wife, who 1is 90 now, waited several hours before calling their
own doctor. Their physician sent the man to the hospital. He
was there for several days, and while he was there, 1it's
fortunate that he was -- thal their own physician d4id send him
to the hospital, because he did have a relapse and a situation
involving his heart -- perhaps very much due to the loss of
blood -- <could have been 1involved. 1'm not a physician, 1
don't know; but it's a good thing that he was there when that
happened. And it turned out much later that the PRO decided
that that man should not have been in the hospital, and that
they would not pay any part of it.

Now, despite all the facts of trying to cut costs and
take care of treatment, in this elderly couple's mind, there is
a great fear. And there is a fear by the wife, especially,
that 1if her husband should develop this, or some similar
situation, would she be afraid to bring him to the hospital,
because of a situation with PROs. And that is what's pervading
the senior <citizen community around here, and 1 think it's
something we must consider.
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The insecurity -- and there are a few things, as 1
told the Chairman before we came in, 1 think what the average
citizen in this country, there are places where we feel we are
out of our element, that we want to know and have confidence in
the person we deal with. I know for myself, that's with an
auto mechanic. Whenever my automobile is being worked on, if 1
don't know the auto mechanic, 1 am very afraid 1 may really be
being taken, ‘'cause 1 don't know any better. 1 believe that it
also deals with the person who repairs our television sets. 1f
you know them and have confidence, all right; if you don't Kknow
them, you figure, "1 may be being taken."

And 1 think, with our own physician, also -- and 1
think it's very frightening for all of our people, especially
our senior citizens -- if they have their own family doctor,
and they realize that a situation exists that some stranger,
some person who has not seen the patient or been in the area at
all, may overrule their own physician. 1 think that that is a
very frightening thing, and 1 hope that we can straighten this
out. We want to cut costs; we know the costs are very heavy
and this was put in Federal law for a purpose, but let's get it
back on track and realize that cost cutting 1is secondary to
proper hecalth care for our senior citizens.

And thank you very much, and 1 want to congratulate
you for (audience applauds) holding these hearings, because 1
believe that the State can do a great deal to help in this
situation.

SENATOR PALLONE: Thank you, Congressman. I want to
thank you in particular, because 1 know you took time out from
your busy schedule to come down here today -- and also point
out that the survey that you did was the basis for my wanting
to sponsor this hearing, because 1 felt that there was a
problem there.

And 1 should also point out that some of the people

that participated in the survey, 1 believe, arec here today --



at least one, perhaps others -- and will be testifying to,
basically, detail from their own personal experience what was
put in that survey. So, thanks again. 1 appreciate your
comments.

CONGRESSMAN HOWARD: Thank you very much. I certainly
appreciate being here. (audience applauds)

SENATOR PALLONE: Let me just say that we're going to
try to 1intersperse some people from State agencies with
physicians -- private physicians as well as with some members
of the public who were directly affected, or who had relatives
affected, as we go along. We're going to try to-- Rather than
have any set order, we're going to try to just kind of
intersperse people from the categories. And also -- that I've
had some requests, particularly from some physicians who will
have to go early, and so 1'm going to try to get those people
on early so that they can get back to their responsibilities.

some of you alsc may have received - 1 don't know 1if
a copy of this 1list with the speakers has circulated in the
audience, but that isn't the order that we're going to
necessarily follow -- just so you know -- and there are people
who aren't on the list who have also been added and who will be
testifying.

And for the reasons 1 just gave, I would like to start
out with Dr. Ralph J. Fioretti, who's the Chairman of the
Medical Society of New Jersey.

DR. RALUPH J. F I ORETTI: Thank you, Senator, for
inviting me here today. 1 welcome this opportunity to speak
for the Medical Society of New Jersey.

1 am a certified family physician. I was Chairman of
Bergen County's PSRO for nine years. 1 still make house calls.

1'd 1like to start my talk today by making this

statement. 1 never want to hear a physician make this
statement: "I'm sorry, it is too -expensive to keep you
alive." Our position in the Medical Society 1is this: The



health and welfare of patients shall be the first
consideration, not allowing economics, politics, race, or
religion, or any other circumstance to take preference.

Now, we have the PRO 1legislation. The enactment of
this 1law, in 1its haste for <cost containment, 1is having a
serious impact on the quality of care to our senior citizens.
As taxpayers, we applaud the efforts to cut out waste, and as
physicians, we have done what we could to comply with the law.
But now, this 1law 1is doing harm to our patients. In the
Medical Society, we have taken the position of the advocate of
the senior citizens and the adversary of the PRO.

Ssome of the original criteria in the PRO contract was

this -- and what I1'm going to tell you now is ridiculous, and
it has been changead: "No herniorrhaphy can be performed unless
the man has worn a truss for six months." Because of this, we

appointed a Criteria Oversight Committee to <correct these
criteria. And they have been changed somewhat.

1 have appointed a task force speaking to senior
citizens, telling them the changes in the health care delivery
system and that they are now the victims of rationing of health
care. I daresay that this hearing today is in great part due
to the concern of senior citizens on the deterioration of
quality of care being delivered to them. We have explained to
them how physicians have been pressured and coerced into early
discharge.

Let me give you a scenario of what I face every day.
in my practice. A 75 year-old man has a stroke. He's admitted
to the emergency room of a hospital. From the emergency room,
he's admitted to the hospital. He's in the hospital about two
weeks, maybe three weeks. His stroke 1is stabilized; he has a
left-sided hemiplegia -- or paralysis; he's lost his ability to
speak. Now I must'send him home.

To send his home -- his wife 1is arthritic, or has

Alzheimer's disease. Or, he has no wife, his kids are
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scattered all over the country, so we can't send him home. We

must now admit this man to a nursing home. The cost of a
nursing home now 1is between $700-1000 a week. This 1is a
middle-class senior citizen. He's paid his dues, he obeys the
laws, he's gone to war, he paid taxes. He must now go to a
nursing home. He has a modest pension, he owns his own home,
and maybe he has $30,000 in the bank. He must now spend down

to the poverty level before he gets any help from the Federal
government.

The acute care section 1s only one part of this whole
health care delivery. There 1is no home care. Have you ever
seen the quality of the people who are assigned to home care?
I think you should 1look into this. Our Federal government,
right now, has cut down on home care. 1 can't believe that the
American people, when they find out what short-changing they're
getting on health care, are going to put up with it.

Let me give you another example, of a female patient
with bone cancer -- multiple myeloma -- was in the hospital for
21 days. Her days, under thce DRG, had expired. She was told
she has to go home now. She was given a pump to treat herself

at home. She was alone. They sent somebody at home with her
who knew very 1little about the pump. The pump got stuck.
Three days later, she collapsed. She was readmitted to the

hospital. A week or 10 days later, she died.

Ladies and‘gentlemen, 1'm for cost containment. But
compassion has gone out of this system, and 1'm so happy that
you're addressing this today. (audience applauds)

SENATOR PALLONE: Dr. Fioretti, could 1 just ask you
one question?., One of the concerns that we have is the fact
that under this DRG system -- and the reimbursement system for
Medicare -- that 1f the person 1s prematurely discharged and
they have to be placed in the community or into a nursing home,
but particularly back at home or in the community, as I said,
that there isn't necessarily Medicare -- will not necessarily
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cover the services that have to be performed in the community,
in the home.

So, in other words, on the one hand, that Medicare is
not -- you know, the system -- or the reimbursement system is
making it so that hospitals, in some instances, are discharging
prematurely. At the same time, when they do, in fact, go back
home or back into the community, there isn't any -- there are
problems covering the payments for the home health care
services.

DR. FIORETTI: Yeah. We call that the area of
no-care. It's like no-man's 1land. It's a vacuum. You really
have-- You can't have one section -- you know, the acute care
section treatment 1is the most expensive. And we understand
that. But most of us feel that we are being pressured, that
our patients are being sent home 24-48 hours, truly, before
they're stable. As a clinician and speaking to doctors across
the State, we all feel this way.

It's very difficult to document. How many people die
at home four or five days after they've been discharged?
Nobody's making that -- is doing that study. I've talked to
the ombudsman in this State, and he stated to me that nursing
home operators told him patients that they're getting in
nursing homes now are very, very sick. They're not just
custodial care or whatever. This is a lot more.

1t just saddens me to-- The system is being generated
by cost. You've got to think of the other side of it. It's
very difficult. We as physicians are being asked to implement
a system that we can't live with it, in conscience. It's just
not going to happen. And 1 honestly believe that when the
senior citizens truly find out what a shortchanging they're
getting on health care, the legislators wWill not have a place
to hide.

SENATOR PALLONE: Okay. 1 appreciate your comments.
Thank you for coming.

12



We have Dr. Christopher Riley, also from the Medical

Society -- Chairman of the Peer Review Oversight Committee.
D R. CHRISTOPHETR RETITULTLY: 1'm pleased to
appear before the Senate Committee on Aging. And you've

already made some of my comments about the gap that exists
between the hospital care and the care after discharge from the
hospital.

I'm convinced, however, that hospitals and physicians
do not allow patients tc be discharged before they are
medically able to go, for the most part, because our conscience
would bother us. And care would be deteriorating further than
it is, if that werc the case.

But no discussion of DRG 1is complete without a
discussion of the PRO organization. This 1is an organization
with no consumer advocate on their Board of Trustees, no
representative of the Hospital Association, no representative
of the Medical %ociety of New Jersey. And yet, they are the
organization that determines whether or not an admission is
appropriate or not appropriate.

We wrote to the various hospitals from the Peer Review
Oversight Committee, asking them about how many cases were
denied, which means, then, the hospital does not get paid and
they are not allowed to bill the patients privately. We found
out that between 50-100% of the cases are appealed, and that
between 50-100% are partially or completely reversed. In a
system where there's that much reversal of the initial review,
there has to be a problem.

Many hospitals did not answer our survey. I have the
feeling that they are afraid to be whistle blowers, and then
subsequently, subjected to more rigid review. Let me give you
one example. We have a cacse of a woman that was admitted to
one of our New Jersey hospitals with a fractured pelvis, stayed
there for about 12 days, and when this case was reviewed,
despite the fact that this patient had 1lost control of her

bowels, urine, and other problems, the statement was made that
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the admission is denied and she could have been treated at home

with analgesics, which 1is aspirin, Tylenol, and maybe some

codeine. That doesn't make sense. She couldn't walk with a
fractured pelvis. 1t took a doctor's time out from his
practice without reimbursement -- an entire morning -- to have

the opinion reversed, and two days later, he was reviewed for
his quality df care, and it wasn't up to standard. Now, that's
ridiculous.

We also sent a survey -- we sent a form to some
\ambulance squads, and on this form we listed the name of the

head of the County Board of Social Services. In one of the
counties, we got this telephone call -- and I will not identify
the person, but she said she was in near-hysteria. She said 1

did not authorize the use of her name on premature discharge
forms. She said she could lose her job if they thought she had
-- that was her idea. She wants her name removed.

These are some of the problems that we are seeing. We
had one case where there was a denial, when an oncologist
treating a leukemia patient saw the patient in the afternoon
and the patient had five grams of hemoglobin -- when vyou
realize that the normal hemoglobin is three times as much, this
patient had very 1little blood left in his system -- chose to
admit the patient in the evening, gave blood transfusions and
sent the patient home within 12 hours. But it didn't fit into
the cookbook, and it was denied because it went past midnight;
and they said he should have waited until the morning to admit
the patient, thereby putting the patient in danger during that
12-hour period.

Something has to be done to correct these problems.
Thank you.

SENATOR PALLONE: Thank you. 1 just wanted to say to
you that just from my own experience in the Senate office, that
we have had occasion where people have come in and wanted to
appeal decisions with the PRO. And 1've always encouraged them

14



to do that, and most of them have been overturned -- and some
of them significantly. So, it definitely is happening.

Thank you again. Okay, again, I'm going to try to
call some people that have to leave early. And, the next
person we have 1is Craig Becker, who's the Vice President of the
New Jersey Hospital Association.

Are the microphones working? Can everyone hear in the
back? (audience responds) Not too well? i1t is on, though?
Maybe 1if we moved them a little closer-- And speak louder, if
you can.

CRAIG BECKER: Mr. Chairman, thank you. Craig Becker
from the New Jersey Hospital Association. 1 want to thank you
for allowing us to testif{y today.

1 have with me Betty Lou Miccio, who heads up our
Professional Practices Department. She's the one who's been
living and eating this whole issue for the last two years, and
1 asked her to please make comments and to address the problem
as outlined.

BETTY LOU M1CC1 O0O: "Thank you. Can you hear me?

SENATOR PALLONE: 1 think you better speak into that
one.

MS. MICCILO: Good morning. Mr. Chairman and members
of the Committee, 1 am Betty Lou Miccio, the Vice President of
Professional Practice at the New Jersey Hosﬁital Association.
We would like to take this opportunity to thank you for giving
us the chance to speak to this very important issue.

As we all know, the Federal government has instituted
major changes 1in Medicare, 1including the prospective payment
system and PROs. These changes have apparently caused problems
in some states, and the changes have ralised concerns 1in this
State too. But in the f{ive years that New Jersey has been on a
prospective payment system -- and not just for Medicare --
there has been no evidence to show that patients are being
discharged from hospitals too early. (interference from public

address system renders part of statement inaudible) That's not

New Jersey Stale Library
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to say that there are not concerns and fears about these
changes. The government has created a system that no longer
allows people to recover in the hospitals, as they once did.
Patients, then, are discharged by their doctors to recover
elsewhere, perhaps using home care or nursing home services .
Medicare patients who are acutely ill -- and their
condition requires continued hospitalization -- are not being

discharged by their physicians, and can remain in the hospital

for as long as necessary to receive those services -- and this
is 1important -- that can only be provided 1in a hospital
setting. Being discharged before a complete recovery 1is a
change, frankly, that we are all having to live with,

hospitals, physicians, nurses and patients alike.

1t is valuable, I think, to look at New Jersey's five-
year experience under this State's version of the national
system, before inaccurate conclusions are drawn about hospital
care in our State. For example, in 1983, three years after our
system began, the Department of Health did a study on premature
discharges, using Federal agents -- the Peer Review
Organizations.

The study of 72% of the discharges did not find a
problem with early discharges. Also, because there were
concerns about what could occur with our system, a mechanism
was established where any case suspected of being adversely
affected by the payment system could be referred to, and
reviewed by, physicians at the State's Medical Society. 1
checked with them yesterday, and to date there has not been one
case received by them.

And the organization that has a contract with the
Federal government to conduct review, including those for
premature discharges, have reported several months ago that
they had 1identified only one confirmed case of premature
discharge in the entire State.

Even Pennsylvania Senator John Heinz, the proponent --
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as you know -- of the sicker-quicker argument, has said, and 1
gquote him now: "New Jersey 1is an exception. That State has
been a 1leader 1in health <care cost containment since they
initiated the first DRG model in the nation. They have been
sensitive to the needs of both the provider and the patient.
Unfortunately, the national DRG system hasn't shown that same
kind of sensitivity." Close gquote.

1 think we should all be very proud of our track
record in New Jersey, and not be too influenced by what 1is
happening in other states. Now, that 1is not to say that we
should let our guard down. We are required to comply with a
system that 1is mandated by the Federal government, and we
should all be wvigilant for quality and work together to bring
attention to what, perhaps, 1is the real issue and concern --
the availability and accessibility of services required after
discharge.

Let me close, Mr. Chairman, by emphasizing a couple of
points. This 1s the government's program, and we are all
bearing up under 1it. While the Federal government has not
explained the impact of these changes to their beneficiaries,
they have been very pointed with hospitals. They have told
hospitals Jjust how much they will get paid for services
regardless of how much those services may cost. The physician
is the one that orders those services, and it is the doctor
that makes the order and the determination for discharge. We
cannot believe that physicians would discharge their patients
too sick, and 1 believe those studies referenced do give
testimony to quality of care in our State. Thank you.

SENATOR PALLONE: Thank you. Before 1 ask you a
guestion, 1 just wanted to mention that Senator Leanna Brown 1is
here, and 1 do appreciate your coming down, because 1 know you
came all the way down from Morris County, and 1'm very glad to
see that you're here in Long Branch, which is my hometown.

Just wanted to ask you-- You got into one area there
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that I thought was particularly 1interesting. You mentioned
that the system "no longer allows people to recover 1in

hospitals as they once did. Patients, then, are discharged by

their doctors, perhaps wusing home <care or nursing home
services." But once again -- and 1 guess 1'm asking the same
question, which is, if there is -- 1if it's necessary, because
of the system -- you seem to feel that they're not prematurely

discharged, but in any case, there are definitely people who
need further care when they go back to their home or to the
nursing home or whatever. Is there a problem in terms of
Medicare covering those services that now have to be performed
at home, which maybe previously were performed in the hospital?

MS. MICC10: Yes, that'c exactly the point that 1 was
trying to make. The system 1is shrinking and Medicare intends
to have exactly that occur. The problem seems to be that it's
being shrunk from both ends, and when the patients are being
discharged reguiring those services, while the services may be
there, they may not be sufficiently reimbursed to provide what
is required by those patients.

SENATOR PALLONE: And could you elaborate on that a
little? I mean, what type of services -- home health care in
particular -- end up being covered? 1 guess it's not so much a
problem if the person is in the nursing home, but more in the
community.

MS. M1CCl10: More in their own home--

SENATOR PALLONE: Right.

MS. MICClO0: --returning to their family, requiring
physical therapy. respiratory therapy. nursing services and so
on. 1 have had some personal experiences with some six
in-laws, where on earlier days, they were able to come home and
were given the necessary services because it was reimbursed.
That 1is not the case anymore. The nursing services were
available for a couple of days, then, to have them continued --

and they were needed - out-of-pocket expenses came into play.
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SENATOR PALLONE: Okay. Well, thank you. Questions?

SENATOR BROWN: Yes, thank you, Mr. Chairman. We've
had a very tragic event up in my home County of Morris. So,
excuse me for being late, but when a friend's child is found

slain in the Passaic River, it's very mind-boggling.

On to the current subject -- which 1is terribly,.
terribly important -- here this morning. I think, as we 1look
around the State of New Jersey -- and we're concerned about the

economy, and we're concerned about the environment, and we're
concerned about education. Nothing, though, is worrying all of
us -- whether we're young or old or middle-aged -- more than
health care costs, because certainly, we know that a few weeks
in the hospital can devastate all of us financially.

1'd like to ask the question a little bit differently,

because the stress here, to date, has been on premature
dismissal of senior citizens. 1 had, again, a personal
experience with my father in May, who went -- 82 years old,
celebrated his birthday in the hospital -- in for tests. Very
frankly -- and 1 don't know how many in this audience have
shared this experience -- but my father's experience was that
it was unbelievably slow -- that he waited, and waited, and
waited, and waited. And very frankly, at the end, when the

hospital was penalized by the DRG system for only paying so
many number of days, 1 was very pleased, because frankly, my
father could have been out of that hospital a lot quicker.

So, 1'd like to ask the question sort of in reverse.
What record do you find 1in New Jersey, at this moment, of
hospitals being penalized for keeping seniors in longer than
they need to be? Again, nobody wants to be kept 1in the
hospital 1longer than necessary, and 1 think we do injustice to
some of our people if we keep in, so I think the concept of
what we're doing here in New Jersey makes a great deal of
sense. And 1f there's some fine-tuning that needs to be done

-- but again, are we having situations with seniors in our
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hospitals in New Jersey, where hospitals are penalized for
keeping the seniors in too long?

MS. MICCIO: The only situation that I can give you,
in terms of evidence and in terms of data, that may partially
address your concern, is in those situations where the senior
is to be discharged to a nursing home, but those services are
not available. 1In other words, placement in a nursing home can
not be obtained.

The hospitals, in many cases