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ASSEMBLYMAN THOMAS H. PATERNITI (Chairman):· May I have your 

atte~tion, please? I would like to open this public hearing. 

First of al1, good morning,. ladies and gentlemen. I am 

plea$ed to. welcome all of you to . a public · hearing conducted by the . 

Assembly Committee on Aging. My name is Thomas Paterniti. I am 

Chairman of the Committee. 

Before I st9rt, I would like to take this opportunity to 

mention the names of the other members on this Committee. Some of therri 

may try to make it today; if not, at least you will know who they are. 

Anthony Vainieri is our Vice Chairman. · The other three members are 

David Schwartz, John Bennett, and Edward_ Gill. 

I would also like to mention that if you have any Written 

testimony, or if you wish to be placed on our witness li$t, please 

contact our staff aide, Norma Weiss. l am sorry, her name is not Weiss· 

. anymore, it is Svedosh. · She Wa$ Just married, · and_ I want to 

congratulate her. 

The Assembly Committee on Aging has spend more than a year 

trying to tackle many of the health care problems faced by our senior · 

citizens in New Jersey, . -· 

1 am sure that you are all · aware of the graying of the 

American society, and the graying of New Jersey in particular. 

According to the most ·. recent United States Census figures, the 65 and 

over population grew twice as fast as the rest of the population during 

the last two decades. 

The ratio of elderly to those under 65; . will be one to five 

in 1990, arid on~ to three in 2025. Overall, those 85 and over are 

expected to be the fastest growing · part of . the older population. 

Elderly women now outnumber elderly men three to two. Despite an 

improvement in the median income of elderly persons over the last two 

decades, about one . out of every seven Americans over the age of 65 

-. lives in proverty. Elderly women are almost twice as likely as elderly 
' . ·. .· . . . ) 

men to be poor, and half of the elderly, widowed black women live in 

poverty. Taking a loClk at New Jersey, 11.7 percent of the population 

in our State is aged 65 or older. By the year 2000, that figure will 

grow to 14.5 percent, 
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:Lit us 'take ;a ibok for a ,mome'nt al. the hearth stalt'fs · 'of this 

'ti'l'iife'f 1ptftz;ah1H'afr. O'n ·a 'h'atii:d'nWi'tife basis·,. :c'ensas ;a,ala r'eveal 't.h'at···the 
\1'!:try o:h!I 'n'~'ve 'a gr'e'atei' Need 'ror mor'e a$s1staric'e lh'an 't'he youncJet-"ob1. 
Afi ·pe6pre a't}e', hM 'paft'er'ns 'of .ll1he'ss ·chs'rrtJe; 'acute c'Ond1l:ior1s ;be'corrre 

iri"cti!tl!fs"e, 1vri't!h a'ge·, ih erie ·· Uki!lihood OF 'expe'rillnci'ng a chr'ontc 
ill'ne's's,, 'crr 'i!li:scabi.t1r1ijj c'.!a'ndii'.ton. · Mote than a0. 'p'erc'eri't: -•r pers'o'rts over 

, · "65 '!¼ave ~t least · ·di'i~ Hnrbnltc ic~'o:n01t1on. Elderly ,pats'dns VhHt 'dei'clors 
r/16:te rt'~qo'erftly~ are 't,o:spiteAizijd mcfr"e ·&rten, stay 'twice as iorig ,a's 

•9;6'8~,ifEilr 1p'et·s"dr1's', 'ar1& &'se twtc'e as 'rnany :p'fescript;lan dru'gs. · Afilo'.tit. 'F!i.v''e 

p\'fr'c'e'Ht . 'oT the etaetiy ·pop(:Jl:atioh. a'r'e . tnstituti(')'n'ali:te~ in inutsln'g 

'fi'iitrl'ei'l. 'b1Fa1M1it:tc :i'tic'lea's:es ln . ro'ng~term health 'care. it~xp·enses :ctJritrnae, 
'tieS"pite 'tlf'rdtfs to contain t'n·ese costs·~ 

'nKe 'wtt:y lfh'a't ·we cei'h try lb ass'i!st bur s·enlcfr ·c1 tizen 
1.pcfp'ul·lifr.'ion i'n meetin~ :these· health care c&st$ is by pro-Viding lhe'm with• 

it>'fbEider ihsiJrahce r:Jpl'.ions. 'ro achieve this goal, I have Tnfrod(J'eed a 
'package bf ront}c;.tefln ca:r·e Iristfr'ance bill$ . .:i.n u,:e 4\s·sembiy ·. :;;.:;:. k-l13o 

l:1hl'6Ugh 'A:;:.l133. This package or bills Elstablishes. guidelines for 
ip'l:'!i,i~te iong"-tef'in care in'suraM·ce for senior. citizens. This Jrisurance 

. ' 

1s <H~'s'itjh'Eid as 'a 'su'pp'le'm'i:ffit ta 'M~ai'b~fe, to cov.er prolonged 'conrrnement 
• 111 ~l<iThfri Or interffiediate cate n!:lfsing 'faciliti'EiS. Heriertts 

1§i!Ipp'lcJmer1t. 'Medi'Care d'Ov'~r·a,ge 1ana. ir'fcluae unliiilit1eq c'6nfinein'erit :rn a 
'§.kl'i:f·e8 or · j_fit~r1Wedi~te c'are f!i~'i·sing. · facility aftf3r a hcts:pit'aliz·atl'•n 
it;~Y ·. 6'f 1at ie~·st tllfee trays, 'a'na · n'Ome 'rrifalfh ea'r'e serv fc'es, Tot ·Whfi;:h 
"8'rte 'Bi!h~f'it ·aa·y fa 'e'qtilv'~i:rertt 'to '.l.'5 c:Mys in :a nt!f.sihg heine. 'fhe 
rp·e!J:1/cy Hfa'.y ''t:ie honr~n:ewi3'bTe 'after ·1,,·090 benerit c;f~fs 'ate. exha1.'fsit'e·a. A 
1s'eri:i'.br e±:tYzen ·who 1pur2h'a.se·s 'a :tori'g""t}er/h \care .xnsl:.if'afice .',poticY, ;aha who 

.,m~·~ts ?tfe 1.116o'me ;ana 1a1'iglbl1Ity r1e'qt1'irE?merit"s :dr tne ffh,at~ac'ehti'cal 
J;iits~.istan~e l1to'gr'an1,,, 'Wou.J.'C!I ~e ·etig±ole for a r~1:fa'te. ih the 'i!:imaunt cir trte' 
"fiffn't!ial /policy 'p:r~mit/m. ''F'\:'.fficts ''\iiodla ,:1:,e '~pptopr'.iatea tram tfle. basirio. 
"R1:1Vehue ruftcls·•·to siliosiafz'e .fhe.· 'b~bate. 

t ''woufa itke lo ask 'w.itn'esiies to ke"~p ot:h~ir tesliinO'My as 
· bller 't:i~ pd§sff:11e~ '''Arffohe ·w1shi'h'g .to pfe'sent wtltt.'e11 t:'estfmony For 'the 
tr5~D1T6 ·r~'cbra :ffiay , aa · -so. 

our fiir'st 'wi'tfies·s tooay is di3m'es ·cunnlr:ign1am. 



.JAMES CUNNINGHAM: · My .. name .· is James Cunningham and l am President of 

·_ the New Jersey As~od.ation of Health Care Facilities, -which represents 

some 200 nursing homes ~nd residential health care -facilities across 
the State. ·. _ -· •_ . .· · ·-· · _· · __ · .· : · . · . 

Our Association is the 'State affili~te of the American Health · 

Care Associatio~ which, several mont:hs ago, ·commissioned•- a task force 

to · study th_e issue of · long-term care . inaurance. The Task_. Forc,e, on 

which l serve as. a membt:ir, has been very . f:t>ly ~ssisted by: Laurence 

Lane, a member or the American- Hea~th _Car~· Ass_ociati~hs 1 $ Btaff; ~ho 

has become an expert i~ the field Qr' health care inSLir~~ce. La;rry is 

. with me today, to help answer any questio~s you might have. . 

I _:want to ·summarize what our ·Taal:< Force llas· learned, about· . . . . . 

long.:..term care insurance; but, • first, I ·want lo congratulate ._ th,is 

Com~Htee a~d its Chairman, Assemblyman Paterniti, for their tnter~st .·. 

in the issue.. . The American Heal th Care . Association and the t-Jew Jersey . . . . . . . . . . ' . ' . . . . 

As~oci~Hcm of Health ,Care facilities beUeve' that the development {lf .· 

group and indi.viduai long-term care tnsu~ance plans .is necessary and . 

. timely arid will.be of significant berulifit to citizens and goverrunent 

aiike. < 
Our iridustry is extremely co,ncerned about the -spiraling costs 

of iong-term care.. Despite our best efforts to curb unnecessary . 
. · eXpens~s, the pro~iSion of skiU~d nurs_ing care. 2~ hours a day,··with a. 

·. complete . array of physical and social support services,. makes nursing . 

horn~ care an expensive proposition, b9th for the individuals who ._ 

require it and for the federal and State budgets. whlcti · help support it· 

through the Medicaid an~ Medicare Programs. . . . 

· Half of· the individuals currer:iUY · receiving long..:.term care 

· services nationwide hav.e ,their :bills paid by Medicaid.· And, Lwould 

1:~ke to add- that in· this State it ·is highei:' than that; , 67 percent are '\ 

paid by Medicaid.. A .i:,igniflcant number. of. th_ese pati~pts were forced_ .. . ' . . . . . ·,. . . ·. . . . . 

to< <exhaust their private, · savings to become eligible for medical •· 

assi,stance·. , .The attractiveness of long:-term care insurance is that it 

w~uld- not onlyhelp p~otect a _patient's Personal .assets, but it co1Jld 

._· also reduce the nu~ber. :~f individuals eligib:le for. Medicaid. 

AHCA's study has, disclosep that more than. Z5 insu_rance 

companies are experimenting with polici~s covering extended lorig-terrii 
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Gare. Of t:ha.~. numb,er~ rnor.e: thc1r;i .half hc1ve .mc1de · a co,rnmi:trn~nt t(:'l .. e~paQd 

nhei,t, shar.e: qf the m~rke.:t,:~ 

Wtiif!e the e~per irnem•taJ: plans . vary, the . , typical pqlt,cy 
ppovii:;l'es ar:1, indemnity bene.f±;t:: of b,e-lw!:!,en. $BO to $60 ger day for 

cav,e11:agJ1 of skilled a11.1dr inbe:rmedic1te care ser·vJces in. a .. nwrsir:ig howe 

f:'iqr' up to fiquV· Y:eaFS,. Sqme p.oliici'~$ perm,i;t beneficiaries to, sµt>sH.tL.rj;:.e 

ht>me, heaJ::th, ca,rie se .. 1w,ices as an. aJJernati,v:,e. to .facility-bas,.E1d car,e,. 

0he. imrn!:!dtt,at·e q4e.s:Horn, we t:iad1, \':u1s, 1:1.:re s,.uch. p,qJd,ci~es 
a,fflordabl'e-? · @ut study, fo.1:;10d th.at pers:ons. aged 6.:Q to 65., ec1n pl,11::oha.s!:! 

v;i,a~f,e lor1g;,-,te:rm! care :ins,wtance, for less: thar1 $;30· per m1;1nth., Wtiile. 

e:::mv;e:tagy frnR an Jndividuc;lJ al:>o,v:e the. age of 75 will be mpr.e. e:l<;pen$iv:e, 

d:a,ta,. on t:he :income a,nd, r,e,s:01:;1,rces, of older Ame,rkans sqgg~s:t:- th1;1;,t. 

]orig--te,lmJ ca1ne inst1rance is, well within the ml;lans of most seni:01: 

c±·ti;z,eris,,. includling. those uece.,i:v,ing, Social Securitr. 

· P'erhaps the, bes:t · kpo,wfl, company offering s,qch cov-e.rage is, the. 

Fi,re~:an's Fulhd. Ltmited: policy cQve.rage is, also hlil,i,ng qffer,ed: to. some 

ind(i:,dd1:-19;ts, by such w,ell-known. co.11\pElnies a.s. Prudentd.ai;, Bci;1;:1ke,rs, li:fe. ,, 

apc;F Mutuad!: of 01T:taha, while' e~.Rerjf1nfilntal, group, polici,eS:. aJ;,e beir:,g. tried 

b:)<. Bt,1:;1e. frusis of Southern Cali;t::qrn,ia,, EHL!e Cr:os:s o,f N0pth Da~o;ta, anq 

th,e w:n1ited Aut,O w:o,rkets throqglfi a plan undetwr;itten by, 631qe. Cros.s oJD 

MiJ,:eM'g;an~ 

Tlhe nursing ·. homei, indi:,1,s,try is, working· hard ~o enc.ourf;l,ge 

99,v,ernment;1:1.l ~rid prlv,aieie secto1;. .interest in such PO. liCies. lillJT Task 
·' ; . •, . 'I 

. . 

fo,r~e is making: p,resentations, to senior cit: ize1;1s grqqp,f,t, $\,JQITT- . a~i bl;:ie 

Amier,:i:can As$ociation · of .. Retired: Ra!scin$, as w.E1ll as, t:Q•. · a.s.s.qciaJ:.ioris. 

representing State. Med,ioald• l)i,xe.o,tor.s,,, Sta.te Insurarioe ... Comf:lJis,s.ipnEirs., 
a:od p:rivatei1;1sur-an~e ·companle:;,:.: 

We are encoura,g;Eld• b.y ,. the steps this, Cc:1mro,tttee, haf:3: t:9:~Elfl to 

.inf,tiat;e a pubHc d'i•scussion 21mp,r;:1g aU lnteres,ted,. parties. The, biHs 
. . 

Assemblyman RaterniJ,i ha~l intro:d.uced tq .reqq,i,r,e suqh coy,El:1';89El' ip t.he 

Sta,te, ate a g0od- starting poiOt. 

We bl;l}.ieve that polieies p1;.oy.iclirig mq1;;h .. neeqeEl,, long-,-,ber.111. 

c,ar,e, assistance. to New Jerse,y r,es.;idents can be ma,d.e ;:i.vc!'ila@,lfl if · .. thl;l 

ir:)SL!,F1ance· indqstry w;i,H . join . g,pvernm~nt and heliilth cgt.e pr,,pvide.rs in 

s.haping encibllng fe.g;is.latiori iand- r:egUlatlO.n$. 
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AHCA and the New Jersey Association of Health Care Facilities 

are prepared to offer any assistance your Committee may find helpful. 

We have attached two reports which may be of assistance to your staff. 

The first is an overview of the availability of long-term 

care insurance, the problems facing its expansion, and recommended 

actions. This report was prepared by Mr. Lane for AHCA. The second 

report is an overview of the current market for long-:term care 

insurance. it was prepared for the Federal Department of Health and 

Human Services by ICF, Inc., a Washington consulting organization 

specializing in pension and actuarial calculations. . This helpful 

report not only provides a detailed analysis of the income and 

resources of the elderly; but it also reviews many of· the individual 

and group plans currently available. 

One side note: Our national staff, and also the Task Force I 

serve on, has found when meetin~ with consumer groups that, oddly 

enough, the children apparently are willing to pay the premium in order 

that the parent doesn't have to divest himself or herself of any assets 

he or she may have, and thus get into a bad situation by being left 

without any funds if and when they need the long-term care. 

ASSEMBLYMAN PATERNITI: That's probably true. If they have a 

small estate, it would probably leave that little estate intact because 

this would supplement it. 

MR. CUNNINGHAM: Right. They wouldn't have to divest. They 

could keep their houses, and the insurance carrier would be picking up 

the payment. 

We are not too so.l,d on a strict indemnity payment with the 

!;imitations seen in mos,t of them now. We are working on something .that .. 

is a little different, where they can keep their assets, their houses, 

and maybe• use some of their available income; then the insurance 

company would pick up the rest of the benefits. 

If you spread this out, down to age 55, it would cover more 

of a risk and it might be more attractive. Our staff has had meetings 

with Travelers Insurance Company and with Prudential Insurance 

Company. In fact, I think they are meeting again tomorrow with 

Travelers. We are trying to get some of the bigger carriers interested· 

in this coverage. 
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THEite .· !,as, bE)en legiiHa.tion introduced .;;... since y.ours was 

jfri:tft.idwtl:id -- iri K~ntucky,: arid jila.ns ate being marketed there, B.ut,, 

th@ ta'tfiefi tnete are tat.her sma:11, arid there is. a.· tl$k of a small 
c'• • ' 

b~ftfefr h8t 81:11.'VIV J;rj'g,. We Wciwld rather interest 'the larg.e:r insurance 

cd'riip·ahiei:3' 6f the tbUntfy id this p]ah. I am sure larl'y L,ane w,Hl 
ir~~dH ah Hie gf~~t icttere$t $hown by the Governors' As!;lociatiop. 

A:ppaFettUs,, the Goverhdrs I Assdeiatibh W,tll be CO--$pbrisorirtg soille qf the 

rn~~Hhg!1l to hopefU11y move. this kind of COV(;lra9e. 

ASSEMBLYMAN· PATERNtfi: Dm you feel. that if we started at age 

55~ t:ather. thari 65; . we Wol:)!d h~ve .more people interested in the 

t think it WOl,lld ihtetl:lst the insurance · 

c~rriers 'more, because it would be spread over a greater pl'.lpulat:.ion at. 
iigi~ 55·. Ttie blgg'e'it prdb leriT, ap:patentl Y", will be the market • 

. 'Wh'eri L'ari-y Lane testifies before you la.tet' he has an 

iNf'6'i%~tidria1 'pi'EJce 'Wi'tih 'hirn 't:nat. we have · c:leveloped. :rt is in .[Jrint 

:ntN-l, ~nd )i 'Will be 'dtiliZed ,all over the country. The biggel!3t job is 

'tf't~ mlii!k~t:1/ig; in c6hv'i11dng people of tMe devastation that ·W001c:I 1hit 

'tfriern 1111d hOw rndch '{ne'y 'Would have to divest if this devastc'[t:ion ·sl'lou:ld 

·dt±c:Ur, bec'fiu§e 'riio~t ;people ·don.'t really !-Jnderstand ,how :poor ·they ,have· 
tb <g~t 'befb're :they ijfe el}gib'le for Medicaid~ 

:'ASSEMatvMAN P'ATfRNfTI: Yes, bl.it this legislation alsci:states 

!:thl~t 1:ff fh'ey 'qualify 'tol'Pha:rinadeutical Assistan9~, 25 per¢ent df their 

'.ifr'eirtHJ'in ''will be pi6ked up thio9gh the use of casino :re,venues. Perhaps 

fli{~ \'iill giv,e them 'an 'ihcenti've to get into the Plan ~- :even the 
1"ff~1i'f~Ie ·who' ha've :a veriy rnoqeat ,ihCtirne. 

" 'l.;.iR. cuNNlNGHAM: We ,are ;actti'ally ·very, .•v:e:ry 'excited <aboqt 

: tfrfs ::~6v'~t'a:ge. . I :i/!im · sore ,you iate all "'~~/.$re <of . the oo:n:ditdon ,of · tne 
.!'_i•:-r .. , ___ :. :.1.-- .. :-.:· ·-•_'.,- . -., :- ,.-·_•,;"- _,_- ... .;,: · , " _ _. _ : -: ;.._ :,_._- _ _ · " .. __ .__ _ . ·_ :. ., . .. · · . _· .: '.· 
MEldicaid budget, hot 'bnly in 'New Sersey: but even where in 'Jne c:ou.r'lt:r}h 

'~lid the 'need to ·····nnd · Qther ''sOt:J].'C~S ,of ·t19riqihg fc>,r ·health pat~ .,,,,.,c nqt 
· h~XY tb'flg:ler'm t~re, 'hot h6rne h~alth Ptiite ,also. . 

Tlie whtile .isslle'is;,to t?oMv±·ri:ce peop:le, ·and l "dMH thiii9k'ttrat 
''will ::'be foo di ff'itul t when ·they i3te >shown how far they t:iave to· ·c,j.i.ve$t 

't:6hir ~§s~ts clown to '$1500. Hifat · is pret;iab1y ,one pf , the :m1;1in 

''±hf~t~st.s ·of the. ch.ildren, th~t their patefltS •wiU. not have. to diVe$t 

··• 'ttiilft's~i ves ··of· 'their· '.:savings ''and thete•will···,be •some · ld,,nd •of ,:mpney, .·or 

':''~8ii,'sllitng -,-' maybe ·even the fEtm11 y home ·-- te,ft. for> the. heir$. 
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ASSEMBLYMAN PATERNITI: I know. Thank you very much. 

Before we go any further, this is Assemblyman Gill. I 

mentioned his name earlier. He is a member of our Committee, and he is 

very knowledgeable about the needs of senior citizens. 

Assemblyman Gill? 

ASSEMBLYMAN GILL: Mr. Cunningham, we have been developing a 

Home Health Care Program within the State. I am sure you are probably 

familiar with it. · Six hundred welfare people are now being trained to 
' . 

take care of an equa], number, or possibly more; of people who are 

confined to their homes. Ultimately this figure will be 1800 within 

three; years, if it works out successfully; throughout the entire 

State~ How would your insurance program fit into that concept? 

MR. CUNNINGHAM: The coverage as { see it--- I usually speak 

from the long-term C!iire viewpoint, but I am also totally knowledgeable 

in the home health care area. Most of the plans are probably written 

on an indemnity basis, as most oth~r policies are now written.. In most 

of these other policies, the home health area would be covered. It 

probably would be a great asset, because I. understand that one of the 

biggest problems Human Services is having with that program -- in 

gettirig it · off the ground and getting people into it -- is the co-pay 

.· share by the person who is at home. When they find out that a good 

part ¢if the income they now have has to be paid out as a co-pay share 

in the payment of that home hea.lth care, they are not tcio interested in 

participating in the program. 

If these insurance policies would at least alleviate that 

problem, I think the program would take off to a much greater degree .· 

. than it has to date. We don't fear it. You know, alternate care 

doesri 't bother - the . nursing homes and the long-term care industry. 

Unless you have a total system that contains enough parts of all of the 

system, you will always have a problem. It gives us problems, because 

we then get oppressive legislation, since all the pressure is on that 

one area of the payment mechanism. So, we don't fear home health care. 

We do feel t.hat most of the people who would be treated in 

the home health care setting wouldn't be ours anyway. The average age 

in a nursing home is 87 years old, l:lnd they have multiple ailments, and 

that type of thing. So, the Home Health Program is needed, because 
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a lot o:f' peopJe will be/ served by that .. program· Who need service hdw,; 

a!;iij, ·~ho. hav.eil''t b,ee.h gelt~pg .. ii( 
ASStMBL YMAN GILL:, in qtMt wdrds, your program is aimed . 

ptJma,rllt at: the yoµng~r, .. long,-t~rr# sick? 
Mth CUNNINGfl,AM: No, this would include' &6th; ·. but it also 

1rnclwde$: .hpme h¢~1th a¢t,te"' 
. . . 

A$$EM8LYM~N d.:t~L :, Hed into 1:,his, of CO'tlrse, is one of: the 

p~ci~;f,~m~ w.f faa,x1e ··. l;)eet:t expeitier'lding , a$ we hav.e gOne around the· St Elf;. e,, 
','. ; ·,' ,' "· . . 

~nci;: that :i,s, t;he high, ecl's,t. df nursing homes; where. someor:fe• 011.Jst, in 
e~fie¢:i¼,, imJ§iove,nish. hdimself .or hei~s'elf be.fore he of she Js, adrriibted to, a 

,. •, . ' . - . ',• . . ' 

r;1ui~s'in@1: fuootE!i·• 

MR, •. • !;lJNN&N$HJ.\fv1:f, True•., 
' •' ·-. 

A'SSf:MBL, YMMt GILL.: They have to sign a twg;.;yefar coht:pact of 
41t tiQi t~:,,~000, a y,,e~:P•. .How wot1:fd1. y,our ±hsuxanee, pfogra1t1 addfess that 
pri·oi,J,emi? 

M~'.. cuNNINGliAMi:s · The insu:rnancfe carf.ier wowld> be . payingf. and 

tHe~ei wouJdii be' f1~> imp9verit3htr1ent. They; weuld riot hav.e .~.o ciivest. They 

wli1u.Iq, ~~'EirJ?':, t.hedr:••• assets tte~aqse. they; would·. r1ot ·be going: oh fi,fodicaid. 

P:'niyJiifiJ:i, :irt!sup.a·nce·· wouJr1· be ()a'yi:rig• fbf the.it aar.e,; ahd heh r,f~diC:aj_d\. 

A$SHMBLYMA~·' GT.LL:: lh$utaricie woulo t:heh pay up bo $;25,000' pef 

. . 

Mlt~ CUNNTNGl;lAM: I~ .. d~J)'.ehd$. ·lt depehdson, hoW; the policy is 

Wf;i.'it:i,b~r:1,. Mai;iy of themii ate now, Vfr'.iften as .~n indemniby. · For fost:aj'ice, 
Fir:~ilrarn'si F:brid) pa,ys;; $,itr, a, day. fat four years. ·· 1r if co1.Hd'. be worked 
out s,f, th:at:' t,Hey: wautp, 11ay · instead of it being• ah ind¢innity.-ty.pe 

R:@.Jd.dy:; .: t;He P,eopl~i w.oul;d theh . tie al!iila, t::o, l<filep tH·ei,r ,ass-~t:s and·• tnefi'r: 

tid!'.J,$E:l$:, ar:;Jtl, bbejt•,waw))d'·usesom'e. of bheit. available income ..;_. hbtf. aste'ts· 

-.- wi#I+ bHe. tns~faneei·Oornpartyc:.paf:iJig,.tfie balanee. THose: people wdultl' 

ttMen never ttave:C t'o g~• on :Me<:1.ibi:Ei:d, aha\ they wou1dn 't Have, ht d£:vest' ahd' 

trri@:9i':f•.e:i\isb;, themse.1\,e1f~·. rhat:1 w,ot11:fd> ber the· Heawty' .df tthi.sr wriil~' i't: 

wo'1!,"1 ct . ail:sp. heJp• the; st'a,ti~.s, with:· nne,ir · Medicaid, bcidget< prot>l'ems. 
AH58MlaibYMANi PiA'Tfl:RNlll:· r have. a; bii;"eakdb:wn•, dn' Cfrlsf·'.:, wfi1al?.t:+\er 

P,t~miitJm,:r,w0tiJd·,,.·be. if' bhey,.weirecto .•...• gist' $,;3s .• ·a day,,·.·.$5() a·df,iy,··· db $11o·•·a, 
d,~Y:'•, TH!i$,. rese}11foliw,as,,,donef oy( .• Mart<M±Hef ~""'. he·· fias. a· PC fforn .·.N'atHib'hal' 

He)11fb~:• Set,V!i.~es·Rese,a,t:et,\-·;_ and: aJ;soGb,rdon R,: Trapp} .. He·· fa, frdrij•,the• 

A~:t,:u~r¥iij;J:.,. Research G0't:pbtat/ibnt, These ate;;, f:He people' wltih diff' sbmi:f of' 



MR. CUNNINGHAM: We have that. We have all the reports. 

ASSEMBLYMAN PATERNITI: These are some of the figures they 

gave us. They gave us a breakdown on what the cost would be, whether 

it was $35, $50, or $70. They .also gave us the ages of 65, 70, 75, or 

80. 

MR. CUNNINGHAM: Right. I think when Larry Lane speaks-- I 

am sorry you didn't put him on right after us, because his is a 

follow-up to our statement. He is the staff person to our Committee. 

He has been working on this for I don't knpw how many years already. 

He was originally wHh the American As·sociation of Non-Profit Homes for 

the Aged. Prior to that, he was with AARP. I think he will indicate 

to you also that in his meetings with AARP he · found there was an 

opportunity for them to market this program you know, the program is 

getting that much interest. 

He will be able to directly relate to all .the varying 

research. You will find that as his paper 'develops, he relates to all 

of them, and he can also relate to the various meetings they have had 

with Travelers, with Prudential, and with HIA -~ which is the insufance 

group that will be able to say whether the latest data agrees with or 

. refutes this. I would rather he deal with the research projects, 

because he has dealt with them. 

ASSEMBLYMAN PATERNITI: Okay. 
I 

Thank you very much. 

The next witness on our list is Jean Kramer. Jean is with 

the Home Health Agency Assembly of New Jersey. 

JEAN KRAMER: Good morning, Assemblyman Paterniti and Assemblyman 

Gill. I am Jean Kramer, and I am with the Home Health Agency Assembly 

of New Jersey. To my right is Winifred Livengood, who is the Executive 

Director of the Home Health Agency Assembly. And, in the audience we 
have some of the other members of our organization, Marly Auerback and 

Marietta Taylor, who will also be availab_le fat questioning at the end 

of our testimony.• 

The Home Health.Agency Assembly of New Jersey represents more 

than fifty licensed and certified home • health . agencies, serving 

citizens of all ages throughout New Jersey. We applaud Assemblyman 

Paterniti for introdueing Assembly Bills 1130 through 1133. For many 

elderly in our State, the catastrophically high ex pens~ of long-term 
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j,:11:n.ess, a, cost which rnt9.'1t·t ve:~:y w~;JT l'~p!4!ee them to p~.CJJ'.)ers, looms as. 

~: teitrit!:de prosfl}eet. ·r,m~s~ lq@@;-,:te,rrn heaJ:.th. care needs are npt no.w 
Only 1 

·Med•.i:cl;ijd proyide$•· cbvera9e .. fo:r, 'i;iµ~rn, care fgr, the .. yety. poo,r. It is. thls 

· dil<emola. whiqh Ass.emblY.mar,1; Paterr;i~ti' s 1egft;s~ation adcl1;esses. 

Wfa~rJ the f\1ed,i¢~1r~• ~r,09:r;.aw was, .qes±.gr:i.~cl:, !;l,!Do.ut, twer;ify. years. 

~gp,,, .i~· f0¢1,1.$!ed. Cii@< i;i.91,1'1,e i;~l;@ess. Since that time, 01-Jr elde.1;)y 

p9~~J;9-:tft;iti; ha$ inizr:~.a1!3e.d,, dpe, ir, paJ·t · to imp,rov.ecl hea.1th ca,re< L1n(ile1.1 

M~ct~@i!l,~·i:/l• · · €9r;tpt1'tr,er:1,tJ:y;, these, inr.Jividut:i1s are more likely to hc!:ve or::ie 

o~ mt1,te, chi~of\lic healJfh: c9r;iq,I:t:i9r;1s for. w.hiich they may . need, med,iCcal 

l;l,$,$i$t,,ai;l(;i(ii,;, b,Ll~ fCJr ~ich t~e,r hl:l\lE! no, ini:,.u,panCE\ cove:ragt;i. Ass.emt?ly.rn9p 

Pat:etnii,.i is, bl~l:ls cOl for the, pri\fate i,nsurance indus.try to. provide 

''Me.digaj;,1'1, oowerage. It c1;111~. f:o;r. ins.ur,anpe fo.r long~term, hf::l91:th pare ," •'-'·,:•,•: ,• •,t''' •::• I,.,,'.;•,•', :' _,. -, " . • 

r;t¢ecl1:1 ·w1fu.ic;:h. cf~,Jt~,ve fr,c;i,11 cl'lr.qr;i.~c conditions,. and ~hich ·are r:iot cov.ered b.y 

Me,c;J,~t::.i:t:te,. 

filprne •heaJ,t;t:J, ag~nctei:, have for m~@Y .Years beelil providing tiome 

ca.i:e. t.q, p~t.ient;s i;ri, the,i.:i:: rno.m,e,s ar:id cqmm1,.1r1ties. Lor:ig,-term care h;:is 

I!?~:~@ wt•OV};,Q,,li!q:· ·ynqeli the 'M13di,ca~d, progi·l:WJ since. 1,%7'4. ke,t; me de$.c;1·ibe 

h9,W, f;o,ttgrt¢rm cat,e W.PP~s at i:lQJtle,. TbE;? patient, iSI unde.r ptiysiei,an' !3 

ct:J1;1tge, aB!!l: the case. ts; ll)l;'lnaged" by a nurse. An a.s,ses~ment; is m,f'l,cle· 1;,y 
! ' . • . . 

the, t'llJ1;1s,e.·· apq. a sp~pific,a.J}y. tl\ii,l\o,recl. ·pa.pkage of. !:le,1;vices. appropF:i,ate 

tiq t,llie, pliitien:t~s. needs .. ~~' <1e¥ei1:c>ped. A h.om.e ·rneaJth aid!3. m1:1kes. f;reqtJent 

via.i;t,~b A .rtutse p~t19dal19~1'ly vi,,ei~tei: tq rnpn.~,to,:: the patie,nt, 'El cODq~ti,on 

~'19: tq, sy:p1.~tvi,se ~he, aitJ¢., Wh~f11 .. n~q~,l3sa~y,,, a physical \h1,p:1•~p,i,s,t or a. 

$:ri~e,~h, \~.~ra,p.l.$t VJ.l3Ats t+;:t11~ pa,.t~en~. . lcf t.he Ra\.te111~ 1'S, Q9P~A~.49P 
. . 

tH~.i::?•G>itie$ i:i~,1;1:t:;e, or · ifr the ¢t1odi;tiqf1 qf: the,. family car::e,-:g~Ne,1\' ot:i,a;rJ~1es., 

~:blli/:q, fyh~. mµ;tse, i!J~~EiS. a,.;. promP~. r:~f:Ei:rtal •ncJ11· W!/l;fcl,tever: c,a,,pe,· ts, o~,eqecJ,. 

U,:iltlet ti:?g!J!liar · hqqt(e, e~;tEl,, ~q~ lor1g.-;-,t.,et111, qar,e.,, ,tme, i:::a,pe,. j/Js, 

tntn1a,g~~i: fi)~t, . (inly fol: Pa,tJ•~n:t. El~,tvi•pes",, bu~ fo.r r.,Ei~)ll\:l,p[,SJlll)l=)[l:t (II£>!n ch 

V;~'r,i~ilt)l o:.f tiuncM:rrQJ $J;l"1·f(?E.'!$.~ .· (!'eioti'fied, anci: li,qeJil•.s:,E'/.g, '1J,{Jfl).e• ljil~a,1'1::IJ 

~g'enqd;~s re>,l;Jil:~ne.ty. ~irt:~f1ge .fi())r .. ~t;IEiir pa.~i~e.@hs, .e.o. t.eqetv~ t~e.:1m.!it~J?~e.qi;~n,ti 
·iw~r:i!;lf'i,t.1s ft,om,· M;ed:ic,,erre•, ~14~ Qte,$,s·, ·M8(t!111l:q,i.d, cl,Rg, oMier: 't.tti;r,,q:,;-pi•c1~.ty 

Pli=lt~Piih W11\1¢,o ct:ne p~!t;i~nitt ~, q9K1ql:ti00 b(;l12omes •cln,l'qnit,q..,, tniq a,~;e1n.cz:y qa@ 

~t~o~fi,~F tq, ianq:th:er $@\1:P:ee. @rfr ,p;~,:Ynien:t, wl;uare otaf;! is qv,ailiabLe,. At, t,h~. 

:~[',e:/a¢,ttt time, a$ W;a§:l pq~r:i;te,d o.q~, t:h,~ or:\ly p.ublfac f4nda;:mr:t fa:1,f qb,r,,q,r;iic 

e;ap¢ ira f:qt thei, v¢t;iy pqo1r ~·!i:1!11. GJ\sl:la,1.'ify · fag~ Mealc~id aindi, · qq ap. e,*,J;,,.11.~rn~ly 



limited sCale, for. those who qualify for the Medicaid Community Cate . 

Waiver. A few communities provide small amounts of United Way or 

pub lie monies, for a very Hmited amount of time, to those unable to 

pay. 

While a small percentage of the aging population may have to 
. . 

enter a nursing .home because of a debilitating health condition, our 

· experience shows that many of these people. could remain at home, and 

that such home care is cost effective. Insurance coverage ought lo be 

available under prlvate plans. At the present ·. time, home care 

reimbursed under private insurance is often ;Private duty nursing only, 

and home health aides are not covered. This would be inappropriate for , 

long-term care in the home. The. use of nurses and home health aides is 

more cost effective. Nursir)g homes, of course, use an appropriate 

combination of R.N. 's ;md aides. Indeed, if all patient care were at 

the H.N. level in nursing homes, costs would be astronomical. The same 

logic applies to long-term care in the home~ 

We are pleased that Assemblyman Paterniti's 

offers the home health care option for long-term care. 

the legislation sped fy that certified and licensed 

agencies provide the home care. This would follow 
. . . 

legislation 

We urge that 

home health 

Blue Cross 

requirements, as well as Ne.w Jersey statute requirements, for new 

private insurance polices~ These certified and licensed agencies have 

great expertise in ffianaging the services required by patients, as well 

as the source of payment for their patients' care. 

The proposed legislation is designed to cover situations not 

covered by Medicare. Under the. Federal· TEFRA legislation, if a 

Medicare-eligible patient has private lnsurance, for which there is 

coverage duplicative of Medicare, the private insurer becomes the first 

payer. This should be avoided.· . Hence, any long-term care private 

insurance.· for. those · over 65 must not cluplicate Medicare, but be 

arranged so that patients' benefits can be switched back and forth, to 

guarantee Medicare reimbursement when needed, while assuring the 

continuity of care and payment for the patient's lonc;r-term needs. 

The Home Hea1th Agency Assembly strongly supports the . basic 

concept of this legislation. We have some speci fie comments about 

certain sections of t.he bill, which we are submitting for discussion 

with your staff. These points include: · 
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s±vingi rnursdfnc_;y fiam"e!· a:rrcr ,home ... ¢af"¢,· o~'ne·f'ftff ...... •····· eqi.Ja-f.&,~•~ffiff 

th~, o,f · tfh~, , ... €h1le•er-d!y(···· .. ~rior ...... · -Wost,•f~~cftzaify!'on' c]!aa's'if{ 
mQli:(;i:fflpa~.iron; of . ·eme:(cfnc¢ntijJve, .· prov,.rde'a' By: .. the ·· .25 i:re•rcent• r@b'a\tl•et# ~•Wct' 
app1c.iI.¢at,.ton' of · ]aw.: to· new: antJ1 · fefeleWa!J>]1¥ . pt:;,f fof e·s•., 

We' haive: ... affi11-e'at;1,yc met ·wftH\• your' s·e-af?f re'@:afaifng' tfllf ~i':i!\J.ftii'fffy 
etti\Jte;r':ilth fiol · i,e.ne'fii'ffrsi~ We te"\iJfJe:r~t'e• . aur' su~p-cf:ftl . ar:id' wei · a+freif · aur' 

. e,xpe,r!ij:i!se:· tot· wo·ri<:, ot:Jt$, .t:n~,.· ~pe&1tf'J.lcs,;., 
E:i:1idee:on,, a,Ji:t:;fi•oog~it tJfifils, .. .liega3s1iat:±'on' .. fs act'i.fr•:i3'11i:s~ai. £:pi a·1· ,ftJl~cf15.\)'Eip'1 

i,o.p1;1•1/<=iif:1,te:on1,.J ·.·we:, . woiHidt necommend1; utta:6 tit\ef . pti\l ~t ,f · i:risT!l ta·htif firitttls•fftty" · usir 
tne,fai obitlsfuide1iab,11e,, e1x•pe1r.I;e11oe'' ttcf, 11'\'ar:ke'tl . fo• a:" ydunij'<:H." agt!' grdurf 
to11gPHe,rmr ·eai~ei . .tn's,ur1artitiei. wrn.illoh', ~s''' ge'ared'· to• an•••·· e'ifpanai'ng 1

· pbph!J:~fE;i\fror. 
ASS'fW1BLlYMf\'N1i ft&il;BR:N1I1if)Il:, Tfi'a"ril<' · ·YCllfh: . Assenibly:rriafi \. Gf:'t'f1,.. dtl" ·.• y!Qi_j . 

,hav,e:k a@y,: gyes-t\i'onsr?' 

· pr,:btjta~r to,,. tM·eh 11'agecl.1f, · atj¢rni!;r tttatl' Gbm1niisstoner' Ai8ar\eifet rs: .a:c1Hf"ecss1HgN, fri' 
h"i1$ii p,rop,osed• long'-t'erm healtn ea'l?e·, plar:i ,- are· you? 

Hst. ·· L:JVEN0@01J.1::: · .. t\ HH:i/n~,;, ot:Jtf rl:r'l:ison for'" tfi'e\ sugg~st''ibrf tne'f1:t 
W.8$!, ntft\ fhati10 t:he1 b'i:fMeSfitc: Wdti'ICk st'af't' at' ah . ear:>:11lrett 13'ge!'i, tltitl ene 
pu'L'Jiha$i31' of\ t.hei' p6fl'i:cfy•i woqfari stia't't;\ at;< ·an''' e'al'lier 1 ·a:§'~\.•in 6rdeF tb' geit: 
t.'t-fea1, benefitl df tt'\er. hii:igl1i'e1f !!rieorne:, wtfi'.le.•, t.he:t pefson• isf ,A6fk111i;# ,· Bur:, · tH'~r 

be·ne:f!i!tf· . woHJ.id-" .· r'ia't/ ... siiia,r:tS: unti{L'i.:. i t,t, wlisI rieecllitr atT theft a:'/~f/f. of' 6:5i bf':':'. 7d:S -­

W,hi;\,l:Ve:v,e:tf toe: in'swrar1ee!woU1atc.a'1V.l'i: ft5rr 
A'SS'FJMB@YMA'Nl . GI'UL': .. Ttiatii> · is<· qtllie~ · udd~i'st'f:i'nd'~l:l'l~'f Y1rt:\;, r · 

wqu.ltt • ask>'.·· lid.w" y.01:.k. \'ftJulcJt, m'esn·· t!Her,. pt'ogf>afu~, now'; b'e:thg> spdns'c.:f¥~tf" l:iy! tfot't( ·• 
tJMe,;. Go\/,:e.t!ho1f. ·al'iEI:/ t<lie?·Cdrfimfissi/orf~:ti• .... ofi· Hu'm§:ffi S~'i"V'iheB'';·.·•.•·. w¥W.fr'~oy>.t!PiEi'i-1i:l1'··w11i ·' 

be?·.ei)ttl:~:, 6@01h, .. afia,i•.6'00i·,..· ... ,·.•18a~r ... ".'"··•· .. hom~:t HE:1''~±eh car'@'· e·xpfe:r:Xhiefi'f.'al* C'a's'e's?': 
H0W!i' willu,ldiy:Oitl·\do:jtliati?t· 

M!th LIVEfNGl:Jiilrrft,: My:\. 011rsliir-~·ati1drV df' · tHi:fti: .ptog'r'i:im1r: is? · tlhaf" r 

. WQ~lti',;;,_bei: very swl"j:fr•fse'cll i.ff .. ar-:t:yl1 of'"'·•t'ne'1 pet:ip&e'k wh't:P we't'e' eliiJithe' fdr'' th'ei• 
pti:ig';rti.f!iri wetl!Jcl) havetc!Je'erii'X in · at p'6s':i:t'ibri 1'. tt:fv> bijyf pl'lVat'Et' irls'dfa!rid e"~• · . I' · s'aSW 

.t.h':i:$!; ool:y';r', frion,f,•obseirKla,t:iihriitl lH'e:ti:111/ i'M'dorti'e+i§ ··•·ar:, si!J·eff'i.g ver'yY lbwf'l~vlltl;, 

I(d~h'.:!J::i'.!,.knoW·./ where:'. tH~y:,: wodldff ob1t:tarth' fllnds; fr,j.' bCTy,<. pllVa't:ie•• ,irfsfrrii1n't:&\ 

na(tli it0 ., b~;e'ni'• avai.l.i:3.o'letr,, ··un1ia1ss>Yifti·• camef,:ff'.orW" some<' emp:ltfye•e>' be•neifH:1'.i tHi!ffey · 

st:'a:t:it'e'd•,i·w,tiJii1etithey 1> wfb'.r.e,'.·wofk'1,,.I",;# ,e: 

I ·•··•·see!;,,that}·t,He'ijfvl~'d"ib'a':i:rdii'Wa'liVe'riii·· p0pilil'al:1ihr(ig:' v'ei'y ' po'o'r'~ ' TN/:¥~;/ 
WQ(µlq',( b'e,i:/ .. c1asstff1'edi'·a$i\.p¢'bplt:f? wtild'•' WOU'lcJ':\ .g~:t,1. a1' Te'Eiia'tk'\···unc:t\¥r'1> tH.is' 1 

1 ~9:is:1:~tiibm,u. rn · tHe,, 



I . think that Common sehs'e . would say that.· the very. low . 
. . .. ··. ' . . · .. · .. ' 

eligibillt)' for Medicaid in this St!:lte, without a medically-needy 

progra111:~',,probat>ly .~ould .mean that most of. the eHgible :people ~ould not 

pur~hase private i~su~ance; ther,e:f or.e ,_ ~his ~oLild not necessarily cover 
them. ,But, that is apersonal judgment. ,·· . ' .·. . .. 

.. . 

. ASSEMBLYMAN GILL:, ·. I · appreciate that. . I guess what troubles 

me a little .bit is one of the. problem1:1 we have experienced with the 

Committee of the A~.itig St~dy, and. that is, Jhere is a large sect!)r ,of, 

.. our agi~g population who probably ·ha~e to enter a ,nursin~ · home --- . or 

they . certainly ·have to receive. ham; 'hea1th care . at . horn~.-'. ·. They c~~'t: 
enter. a nursing home because they doti •t have th~ necessary funds, to buy ... 

the •·· privat~~secEor contract,.· !;Ind·. ft:iey, .can it use their . Medicare for · ·· 

..•. that' because 'it isn It enough. ' 

. MS. Lt VENGOOO: Yes~ . . . . . .. .. 

;ASSEMBLYMAN'' GILL: ' That.I is a gap which we don't ·seem td be 
. . . ' 

·able. to address. . How c;to you see that 1 _·· i-lciw ~Sn we , add~ess that? 

· · MS. LlVENGOOO: . I think \,hat the 'gap that exJsts now:-"" The 

fargesb' gap . 'is for any 10ng:.term care;' : :That . is the l9rge~t. gap that . 
. . ·. ·. . . ,• 

.. the, el der.~y have to · ~ddress. There is no cover1:1ge. for basic home 

hea1fh, '1ong~term care', ,and there ls no coverage for nursing home 
care. ,That is whatisso 8xcitihg about, this biU.. · .. 

In the Medicaid population,: !iome care is offered.to those who 

have ... .::. is it $340? .. 

. ASSEMBLYMAN PATERNl TI: . 1t is $32Z • 
. · . . . . 

MS:. tlVfNGOOO: $322? . 

·. ASSEMBLYMAN PATERNITI: I think ;it is under $322 •.. 

, · ,MS. LIV~NGOOO: Yes/that.is a:very lpw income.· Anyorie_wit.h 

an income qf $322 a ·month, I have to repeat, will have. a real prob~em 
·purchasing ·such insurance.: · I think covetage for the very poor is 

alWEIYS going to be a Medicaid responsibility~ I. do11 If see private 
insurance. being 8-1>1e to cover the ;ery :poor; I think that is. a St8t.e 

. resp~nsibUJty. · .... 

I think the• gap wo.uld occur when. pri~at.e i~surance became -

unaffordab'1e· -and M.edicaid did not take over _;_ and where that would be, .··. 
I fan't .ten y~u 'at this ttme •. Somewhere ln. there, we wil:i prdbably 

have .a gap •. I, just cari 't tell you .. the numbers involved ntir. the. ihcome .. 

·in~olved, .b~cause·we don't have. spedfic policies·to talk about.· 
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. " . ,:·' 

'1Ass·eMaL~MA'& •tP~,ti~NlfrtrA < n,e · :~to.b1_;ern •w1't;h ipebpI"e - who :ciualisfy 

tfidr c!fitea:jsc•aad ifs•, '!ri::f's't ,&r'.a1T'\ ..... ii:is f •§ati:ca :they 'h'av'e xto m·~ke ·tinde•r -
1$'!32;2,, •~rid 'tit,Ie:y ·:alJ/sti iha'v'e \to have 'less 'than $1:Sdb !:tn 8!3se'ts . · iwtth <the 

,plan 1fhe Bcivefno'r <has now •~- wi\t.h \the 'Mea±c~•ia waiv,et .;.,., . '.I still tfna'.rik 

'they ·wowil:cl_ ihave_ 1to 'ha·ve unde:r i$f5do., btit if fh'ey 'have _ an 1.n'come of, 
·,sa,y,, '$5'00 'cir :t'@dO, ~he 1fir'st :$322 'is co\t'efred:; 'hdWeviiH>, any 'mane)' 't\Hey 
'get eov:efa: and. :fillthte l:ha't, they 'hav,e 'to pay•. So•, if a 'per'so:r-1 ihas I$16H0 '0r 
1$:\J.(l)O . 1!i1r:rc-dme : 'a fllcinlh ·l1ind - they have to pay tent , buy · fodd, ?aMd 1p·ay fo'r 

,cfo'thing, ':t'~ey -ate i'n 'retd· trouble. 

·;M'S-. -t[V,ENG't'.JOb: . Wbsblllibely. 

A~'SEMBLYMA'N :pAr,£RN1TT: rn fact, I passed a .r'es'olu'tion asking 
:Mar;g:ate't Heckler ta 'ctl"t1:rect fhat tnequily on the Fede'tal level., 'b'ec'aGJ's·e 

lhese p·e'ople-'-- It would 'eVe:n m·ake it dif'flcult 'mr the· ·state lo 

p.r'bvitlle any help with thi·s p'rbgt1:t111, the way ft is ri'ght ridw. 
,; . ' 

this part:i:'oular · type of - l'egislalion is reaHy geared to a 
hws'bahd and •wife who ha_ve wbtke'd all their liVes; J\aV'e a little horhe; 

have a lftfle bit of m6hey in 'th'e bank, 'and one 'ci'f them bec/jfues HL 

fhey Ette :going to be wxp'ed out.. If tht~y buy into this plah, they are 
,1:Jt le'ast not going to have to tap into their resourties. At feast they 

will have some kihd of security; they will not be wiped 'out. 

1t is mor'e or :ies's the really productive peepl'e ih our 
society -- those Who .have worked very hari!f 'arid have r\iade this chunlFy 
-- ·wha ate being 'penalJzed. The sad part of it is, if these peoipte 

have w6:rked all their li\/es and they put away , moneY, erayirig, ;;Gee, we 

a:r-e ,gping · to be cdm'f,otfable'n -- G6d foft'lid they ·. gel. 'stck. They {:ft'e at . 
a di's:ad~ahtage beca!:,JSE! the whole s:p·ectr'U'in lwtris arhcthd. It makes '8 tstl 
degt":ee tutnab·owt. those are the, types bf_·people who at'e in lrb'tih>Ie 

iiow, s.dJnply because they- tried to 'pt·ovide -for their gfuldefr yeitts. 

NS.' L!V[NGO:cl'D: Well, l think 'that is ~nat is so extiti'n'g 

abo1iit this legislation. 

We Have Just c'o'fne ba>ck from 'Was:t,Tngtoh',· aha we todk 'the iame 

message to Ms. Heckler, and to the Congr·esslorial Delegati0'h rrom N'ew 

Jet1;i'ey. I krrow the Co'i'rimis•sib'n'er :ts aJ!so tralR:ing to t:fre !Delegation 'down 

work. Hie.rte the Governor fa all set, and the Federal waiver woh 't let 
it bake p latte. 



... 
. . .· - ·. . . 

ASSEMBLYMAN PATERNITI: ·the coijt, in ,year1:1 to come, because . 

the population is Jncr~asi.ng so drarnaUcally; will be astronomfrat W!:! · 
haVe to come up :with sqmething to offset Fede.rel andState funding. We 

haVe ·to :.find some •. incentJve, in. order to get the private aectcit 
•. interested in this .. 

'i ... 

'·,· . 

MS~ UVENGOOO:, Yes. There has to be an opportunity for 
··. someone tc;, help hirriself or herself. 

· ' for, peopl~ to ~elp themselves. 

Right 110w, there is ho opportunity 

. . . 

ASSEMBLYMAN . PATERNITI: Do you . se•e this Hcime Heaith: Care 

. '. · Progr~rn as.· somewhat siinllar to the in~uran·ce · programs that have. been 

offered by AARP' the American Legion' and . the : Vetera~s I of Foreign 

·Wars,.· whi~J,; in effect, say if! one pays SfJ much per month at ~ certain' ... · 

age, .he or. ,she is ass1,1red of a t:>ed and certain rriedi6al car~ for weeks 

and. weeks arid weeks? Qo you see that a~ beir;,g similar to this? 

t,fa. UVENGOO~: . I think :this would be a supplement to. that. 

I think this bill would offer ins~rarice for' a greater period of time' 

. than is'. of'fered ·. rio~ under AARP ,' for · ho~e ·.· heal th care. Because, · 
. . 

ge11erany,' speaking, anything under· private insurance for home· health 

care· .is most often for acute. care;·. nof •for long-term c:are •. 

ASSE:MBLYMAN GILL: Hospitalization7 . 

MS. UVENGOOD: No, for acute ci:ire at home,+.:.; two, three~ or 

. four weeks.~ 1t is the. exceptional poli~Y . that . offers anything more 
·. ·. 

than that. There are some. lhave friends who were able to get: it. 

. lt. is· .. ·.··~.• v'ery exce'ptfom1l.··poli:Y.J:hat ·the~r einpl:oyer took out ·while th~y 

··.·•·, were working for>him; that is·.•·how they go~' the benefit • 

. · Right now, the option for . any individual · ·.· to purchase . a . ·.· . 

cost-effective program, such as the one :we have ,described whiqh useS 

the home he~lth aide in conjunction wit:hi.nqrsing, .is practically zero. 

••·,··· That is where you are going to get your h¢sf: cost savings, through the 
:use of the .home. health aide .in corijunction \iith nursing. So, nursing 

...... 

. care isn It in there· as ml)Ch; if is. used to, supervise· the patient. . 

· ASSEMBLYMAN PATERN1Th Thank you very much~ Are ther.e. any.·. 

further questions? (no response)' 'Thank you. 

·. The next witness I . would like to call upon Js Edwi1.1 Soefing 

from the Health Insurance Association •. 
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The second point I want to . make is the cost. Assuming we 

want to do this ,....,. and perhaps we do 

finance it? This is really, as I see it 

then how are we going to 

and as I think our industry 

would see it -- partly. a pub_lic service need; and we are not sure we 

ar.e equipped financially to handle it, ot to underwrite it. We would 

like to see a combination of p·ublic and. private-sector money used fo 
finance such a program, if., indeed, such legislation were to pass. 

And, again, if .you look at . the booklet, it addresses certain points on 

that which r think will help you. 

Finally, I w~nt to make a couple of othet short. points.. I 

· think the way the bill is drafted will encourage adverse selection. · 

That .. is, the people who most need it will use it, 1:1nd .the people who do 

not need it at the moment will not use it, which will result in a 

tremendous upward surge .in premiums. What that may mean is the people 

who really need it won't be able t9 get it because the price will be so 

high they will not be able to afford it. 

l liked some of the previous testimony, and I was impressed 

by one other person who said the way his program works is that a 

.physician is in charge, and a nurse supervises the program~ It sounded 

to me as. though that .was a rather organized, supervised, and well..; 

thought ... out program. aut, there is nothing in this bill that would, as 

· I said, urge the Commissioner it should be developed, that way: That 

there be a certain set of controls, or an organized fashion of dealing. 

with things. That concerns us. 

I think that . pretty much emphasizes my main points. As I 

said, it is difficult to discuss it any . further, except. in terms of the 

bill, until we· address some of these problems, but I want to answer any 

questions you may have .• 

ASSE'.MBLYMAN PATERNITI: Okay. · When somebody takes out 

do you have certain \regular hospitalization 

guide1ines set up that 

that? 

MR. SOEffING: 

~• Major Medical 

we don't have in this bill? Are you saying . 

No. 

ASSEMBLYMAN PATERNITI: For example, l have people who work 

in my office and they belong to a group plan. I pay their 

hospitaHatfon. They !:Ire under 65; they are in their 20's, 30's, ahd 
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ASSEMBLYMAN PATERNITI: I know, that's why we are looking for 

some input. Maybe we h.ave to say in the legislation, they have to be 

in the plant for a certain period of time before they are· eligible. 

Maybe they would have to pay into it for six months, eight months, or a 

yeat., etc. That's why we have these public hearings. We want input, . . 
We want to come up with something that everybody is going to be able to 

live with, but which is something that will be affordable to the 

elderly. It· is something that we really need. 

MR. SOEFF ING: I understand your · question. Far from being 

cheap, I think the Tai,,k Force of our organization, who came up with 

this, defihed long~care services. Let me just ruh down this quickly: 

They would include home,maker services; .chore services; social services1 ; 

. health-related services; and skilled services, including not only 

skilled nurses, but physical and speech therapists. So, that is not 

where the argument is. 

I think what I am telling you is, i if we want to do it, let's 

do it right. That's what we are saying. I think the argument is, how 

are you going to underwrite it, and how are we going to be able to 

provide a quality service · at a lower cost, or at a reasonable cost 

if you waht .· to put it that way? How are we going to keep costs down so 

they don't skyrocket because people mi.suse the program, or because it 

hasn't been well thought out? That is all I am encouraging you to 

think about. 

ASSE:MBLYMAN QILL: Are you saying if we do it right, it will 

· cost too much """" .it will be too expensive? 

MR. SOEFFING: To be quite honest, that may happen. As I 

·. said, that is why-- . I am not trying to be begged; but 1 .would want to 

· see. the bill and see how it would work • 

. actuary come down and go over it with .me. 

I would want to have an 

Just to give you an idea, we· testified here on health 

insurance for the unemployed, and I brought an actuary with me. He 

made some very significant suggestions, which were very well-liked by 

the commit.tee holding the hearing, and they wrote a bill on that basis. 

I am saying that if you do this, .what you may run. into is the 

other side of the coin, which is what Medicare has run into. You 

know, it was a very fine program, but the cost·. just skyrocketed, and 
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this, some people may. avail themselves of_ it, and some may not. I 

guess that implies a. possibly that the older people would be more 

interested in it than the younger people would be. Of course, that.has 

always been the case. 

We are a Commit tee on Aging. We are biased towards programs · 

which address the aging. If you are $aying the.bills~ as introduced by 

Assemblyman Paterniti, are biased towards the aging, that is not bad. 

That is not all bad. 

MR. SOEffING: Well, I am htit sure. I am certainly not here 

to be argumentative. 

ASSEMBLYMAN GILL: And, we are not here fo solve all problems 

for all people. 

MR. SOEF FING: I am not here to be argumentative, but I hope 

you don't have-'- I am going to be aging someday too. On the other 

hand, I hope you don't have too much bias toward the aging, because in 
' 

addition to represent~ng the Health Insurance Association, I also 
1 . I . 

happen to be a citizen of New Jersey. I live here. So, I would like 

to hope that we aren't jwst doing something to be biased, or just to do 

it, but that we are . doing something which is going to be good for al 1 

the citizens of New Jersey. Certainly, we want to do something for the 

agihg citizens. I have a mother and a .father who are still living. I 

also have two in-laws who are still living. I have tremendous respect 

for them and! want lo see them taken care of in a proper way, and they 

are. 

At the same time, it is my impression that too many of these 

programs are just thrown together without any thought. What I am 

saying is, we ought to take one step back sq 11e can take two steps 

forward. We ought to think about some of these toncepts. How are we 

going to finance it? How are we going to define! what we are going to 

provide?· And then,. how are we going to provide it in the most 

cost,-effecti ve, efficient, and decent manner to these people? Then, 

Jet's go ahead and do it, if we want to do it., 

To the extent we can help you, we will bring in people who 

will help to answer yowr questions and move you along the road. I am 

offering to do.that. 

ASSEMBLYMAN PATER NIT l: All right. Thank you very rnuch.. Are 

there any other questions? (no questions) 
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provision in 4 (a) is a fairly broad mandate. One of the items that is 

not included in there is payment of premium. One would obviously, from 

an insurer's standpoi11t, want tc:i have the opportunity to cancel 

somebody who isn't paying the policy. 

At the same time, I might point out that a couple of the 

policies on the market -- United Equitable, and, I believe, Fireman's 

Fund -- do have provisions for individuals who are in an institutional 

setting. After "x" number of days of coverage benefits; they do not 

have to pay for their policy. So, you may want to look at that type of 

provision. 

Section 4 (c), the use of the Medicare supplemental policy 

language, might create some problems With the minimum Federal standard 

for a Medicare supplement. Therefore, I wc:iuld encourage you not to 

obfuscate your intent a little bit mote by saying it is intended to be 

secondary to coverage provided by the Medicare Program. 

Increasingly, a body of literature that gives meaning to the 

term Medicare supplement makes you fall into a problem with the 

legislation because of Federal mandate and Federal regulation. 

Four (c), the prior hospitalization requirement -- that is an 

area that increasingly leads one to sense that the prior 

hospitalization as a gatekeeper may be a problem, in terms of cost 

consequence. You are, in fact, stimulating -- and there is a constant 

debate going on right now around the Medicare program -- as to whether 

the skilled nursing benefit should be triggered by a hospital stay. 

There has been a body of research done, some of it incoriclusi ve, but 

incr.easingly showing that prior hospitalization is not a necessary 

component, particularly for skilled. care. 

Alsc:i; I would just. comment on a technicality. You used the 

term unlimited coverage, even thougH in a l~ter subsection you use the 

term limit of contract days. It may be unclear as to whether you are 

covering more than the length of the contract in that particular 

provision. 

What is missing from that list, and it is referenced in the 

broad guidelines for policy development that we are looking at, relates 

to utilization control. And, the gentleman from HIAA just referenced 

that, I believe. There is a valid boncern here that utilization may be 
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ipcl9ce,d · H there is c1 payment formulc1, · of a pa~.ment provision 
. ,. . . 

a\!.fl,Jlc1P.lE;J. T:here,f:9ge .. , qet.er,ri1;1~1 t.hat ut Uizc1tion review, -- which i.s 

th.a s1;1me. prot:ll¢m the $t1:1te has, ad(clressed in itf:i ME!diGaid Program for 

institutional car$ .,.;,,.. hc1s trigger-l;lcl a mechanism re.garding, a utilization 

review prpgram! A faj,.r amqupt of work hal3 been clone on gedc!tric 

.9A:sessment. t.nshum.e.nls t.Mat c:1re u.$efuJ l:!ecaus¢ they not. qriJy mel;l.su.re 

th!:! m~g:i.ca} needs .. of an inc;lj;.vidµaJ, but they. 1:!l$Q measure the sucial, 

epvironrneptal, c1nd eoonor:11:ic fagtgrs. that make pl.acement in a .. lonq,-term 

c<11;e setting, thf'l mo,st appropria~e,. or th~y trigger a home care, 

i(l:t,e.rventfqn wJthin an ind;ivJcl,ua,1 's hpme. 

. a;J:tentio0 t.o that utJHzatiorJ cpntrol. 

Sq, I would commer::it yo:ur 

$ection si.~. qf the biU,. contains a l:lroacl grant for the Stat¢ 

lnsy.ran~e Co,mmJssJoner to cqme up with loss. ratios. As a strong 

agy,o.c.a,t':!:! for th~ exp9,JJ!3.ion qf t;;bj_s market, I believe that a, fair alJ)ount, 

of de.fei}enee; rnc~y have tc> be giv,en to t.he im:1uri:iope indust;.ry. regarding 

i.·f!;}.9:t they pe.rcei ve a~· a hJgh risk, Umitf:lq data area. Therefore,. I 

wpJJM oq:,p to you:r attention · th,e nf3,e,q to, work very carefully when 

g:iving a. gr:arit of 1:1.uthority, so t.hat thei lo$s ratios defi,ned here are 

f:lQt tqp. rigiq1y de.fined, and are not. bc1sed strictly on experiences in 

e,d thev aGddenta+, health, o,r api;,q . .,,.type policie1;1, whe,re one haf;l., to go 

to ·a, owtJ.a Q9B,Pd tp, com,l:i up w.ith si:>cme pretty speci fie figw;r:e,s. 

W•I:? are • r:ec1Hy talking aboµt; a; developmental typ€l p,o1ic:y, 

w.tiei.·~-. a. fair am.c;i.unt · of flexibility may be g,i,ven, and where, 

irn,t~1re!:ltir:i,gJy eoou;gt,,, OLII:' mqf;lt pqsitive cf(;!velqpment may, .be; Hr:iking the 

heal:th""p,epefl,t type pp1;ipy. with, ar:i ctnn,u:i;:.ty cash payo\Jt type policy. · 

Ar;:i inc;!iv,ic,1µa],. cowl.d tJ1ep !;!Gcrqe c;req:it by c.ombining: wh;;it. ha!3 b.een dt)ne 

on the lt fe j_n!3urapc.e sJde wit.h what, ha!> traditionally been hec1.lth 

ca:ue ... 

Our: Assqi;:ic1t;i0.n h1;1J:1 beep 100.king at this, arid w,e see this as. 

prqpc1b,.ly qne. of the mqst po~it;i,yi.t; <:fev.elopments' in. the, HLAA R~p.qrt~ .. The 

d(:)·Y,,eJQpment ,II We think the.re i.s need for a pup lie c!ebatl:l conq.e;rn;Ln.g 

t:t;i!;'!t development. 

One of the s,traH. jaGket.s that co!,,!ld stifle, that debate wopl,cj 

be. imp,!fl8ing lo.ss ratiqs, tb!lt m1;1ke, it very di,fficuit to. uni::lerwr.itethis 

e:%fll;l,l?l.<:l:-i1T19, c1.rec1. I dq. believe it i$ valid that q1J!ilsUon1:> be, askeq, and 
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for ail of · the concerned - parties tci . give you their comments. 

Certainly, · there should_ be a series of :questions that deal with what 

what is actuarially ·- possible and not possible. Our Association 

provided the actuariai work for Kentucky for a similar piece of 

legisfation that was considered there on a group plan basis. · Through 

the __ services -of a - "think-tankt' group, ICF; · which is the subcontractor 

to the Office of Planning and Evaluation in this area, we were able to 

come Lip with some basic answers. 

We have also worked with Mark Mynor and Gordon · Trapp -in a ,,,_._ 

study which the Natibn91 Center for. Health Care Research has put out,· 

in which there are some actuarial formulas provided. We find that 

insurance companies -are increasingly willing to learn from us about 

aging, and we-· are leaJning_ from them about fihance. · • So, that may be 

the best of au worlds. 

I have just one final comment, if I may, on Bill No. 1l33, 

the· group plan coverage provision. That, of the three pieces of 

legislation, may be -your best opportunity Jo relax the stipulation of 

age 65 for coverage. The legislation :which was introduced in Kentucky 

did · make it through· Commit tee; however, it caused a great deal of 

"heartburn" among tho~e who - didn't think it would make it out of 

Committee, but they we were able tb find a rule to keep that from 

happening. It was gro«;Jp plan coverage that pointed out there are about 

two ·_ million, one hundred thousand individuals who have group plan 

coverage in the State of Kentuckey. Only 16,000 of that number are 

av.et the age of 65. 'But, 285,000 are over the age of 50.. When you 

spread the risk that would underwrite the cost of the long-term care 

coverage · to that larger pool of _ 50 ~nd above, those who_ have this 

coverage because of employee negotiations - of recent years,. probably 

will carry that coverage into retirement;~ You ~re, -in fact, looking 

ten years ahead and saying, that is the _ year we may not have to worry 

about eventually spendj_ng down ahd becoming eligible for Medicaid. So, _ ._ 
: . / 

that if:3 a provision th1;1t needs to.- be looked at. 
' ' 

I would just commend you for your effort. New J·ersey is· one 

of four states l know of· that has even give this subject any 

attention. Kentucky, as I said, had hearings in thiy latter part of 

March, on legislation· sim;ilar to· this. I. understand there is 
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·television, playing card, sewing, and _ other such · activities 

increasingly. occupy . the time of our seniar citizens. · Indeed, _vision 

care has consistently ranked among the highest priorities for our 

senior citizens, as determined by the White House Council on Aging. 

Yet, there is currently no mechanism. in place; to· provide our -­

senior citizens with· routine vision care and eyeglasses, and no 

· mechanism to assist our · .sentor ci tj.zens in meeting the expenses 

associated with routine vision care. 

A curious situation has, in fact, developed. Vision care and 

eyeglasses are covered under, Medicare only when the senior citizen has 

a medical complaint, or a well-developed medical problem. . In fact, in 
, , 

terms · of 1routine ·vision care, the best financial alternative for a 

senior d tizen is to be afflicted witt:i cataracts. Medicare covets the 

cataract removal operation and routine office vistts thereafter _ _;:, at 

no cost to the senior citizen, other than .the normal deductibles for 

medical care. 

Routine vision care and -a CQtrect, up-to-date prescription 

for eyeglasses, can frequenUy dramatically improve a senior's vision, 

as wei 1 as providing the opportunity for early diagnosis and treatment 

of relatively common eye diseases of the elderly, such as retfnal 

degeneration and diabepc -retinopathy, which are the leading -_ cause of 

blindness, and glaucomf,3. Early detection and treatment of disease is 

the_ inost critical factor in the. prevention of blindness. 

Members of the Committee, what we have here is a classic 

cause of it's better to be sick than healthy. In fact, the more 

' \ 

deteriorated a·. senior's vision becomes, the more extensive becomes the . 

f:i,nancial coverage -under Medicare. We must recogn_ize that preventive •. · 

health care is a most-· important a~pect of cost.,.containment in health 
.. . . . 

.care, an aspect that i!3 sorely lacking 1n the· vision care needs of our 

ienior citizens~ 

We here in New Jersey have a unique opportunity to address 

this important quality of life issue for our senior citizens. During 

the· last session of ::the Legislature, Senator . Kennedy of Monmouth 
, ' 

County, introduced a b.Ul, Senate 3088, providing for the establishment · · 

-. of the Eyecare Assistance· to _the Atjei::I and Disabled Program, to be 

funded·by. casino revenues. 
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optometrists, would deliver the care. It seems to me that this would 

fit very well into· the overall program of long-term health care, home 

health care, as well as cost and payment for some of these programs. 

Because of the importance of early detection for many of the 

visual diseases that.afflict the elderly, particularly in terms of some 

of the latest advances in laser treatment for senil~~egeneration, and 

the importance of a drug regime for the early stages of glaucoma, we 

believe it is important to call to the attention of the Committee that 

what happens now is an after· the fact situation, · when the horse is 

already out· of the barn. The senior citizen goes through life, and. 

when there is a problem, when there is a serious complaint, when the 

senior citizen wakes up with dizziness, or with spots in his or her 

eyes, or with floaters, then it is up to the doctor to treat it. A lot 

of the longer-term problems can be effectively, efficiently, and 

cost-effectively addrepsed with an early detection, early diagnosis, 

and early treatment program. 

In our testimony today, we are urging the Committee to take a 

look at the front end, as well as the long-term end. 

ASSEMBLYMAN PATERNITI: Thank you very much. 

MR. GRIMM: Thank you. 

ASSEMBLYMAN PATERNITI: I think that completes our list of 

people who had asked to come here and testify. If there is anyone in 

the audience who would like to testify, you are welcome to come up 

before this Committ.ee and be heard. Is there anyone who would like to 

testify on these bills? ( no response) 

Well, if not, I want to thank you all for coming. Naturally, 

we will address the input. I · think it will be very helpful in 

establishing a good piece of legislation. Thank you very much. 

This hearing is now adjourned. 

(Hearing Concluded) 
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HOME HEALTH AGENCYASSEMBI..Y OF NEW JERSEY, INC. 
7(fJ Alexander Road CN-1 • Princeton, New Jersey 08540 

Center for H!Zalrh Affairs 
. (609) 452-9280 

l • 

2. 

3. 

Nursing care. 

Proposed Changes in All30-ll33 

Thursday, April 12, 1984 .. 

Stpte ~ouse, Trenton, NJ 

Page l, sect.ion 1. d, line 16: the word "nursing 11 should be changed 

to 11 long term. 11 In the home health setting, as in nursing homes,the 

services of nurses and home health aides are more cost effective and more 

appropriate than just nursing. Thi~ change in language would then be 

more consistent with the thrust and language of the rest of the bill. 

Requiring prior hospitalization. 

Page 2, section 4. d• lines 15 and 16: the language is ambiguous as 

to whether home health care must .be preceded by a three day hospitalization. 

The three. day requirement for home health care should not be required. 

Medicare has not required a three day prior hospitalization for its home 

health care benefit for several years. Often home health care can prevent 

hospitalization. If is not cost effective to incur the cost of hospital i­

zation when a person's condition does not warrant it. An example is when 

a Qiabeticneeds a nurse to teach him to self-administer insulin injections. 

This teaching can be done at home without going tq the hospital. 

Comparing the home health and nursing home benefit~ 

Page 2, section 4 •. d, lines 16 to 18 state: 11 0ne home health care 

services benefit is equal to 1.5 days of nursing home care. 11 We are not 

sure what thi~ means. If there is to be a lfmit on the number of benefit 

days, then it should follow that more, not fewer, home care days should be 

allowed in an equitable arrangement, because, in most case.s, home care 

costs are less than nursing home costs~ 
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Fu r,th!e:r·, the t"he, cu rne.nt: re}mburseme,nt 
pt,a.~t.i.ce for prj.V.a_.te-lYs pa·-td,:home•, •c.are. Pri:vate)y paJ<t home. care- se rvi'ces · 

ane-. re::imou,rsed,_ on an. hounlyt ·ra.te\,_ no.t a, cia5J:y -ra:t:e •. ···we rec.ornmend that 
servlc,EH; be, relmburse,d' a_t a.n ho;u;rlyf,tte,. a.nd· t:hat··•the lot•aJ fOr···a. ·dax 
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wduJcf .not, e-xc:,eeo the m,axfmurn· daJly J'll.lr5ing homt:l,-ra-tg. B.e.neHts. should 
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. The --.\'ia:5ti,n g;,·period .. for.-· a. p re.-ex,i,s:ti:pg ... co ndtt·i o.n .. 
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l?agt:l 2':, se.c.tfon4. f a,nd g, Ti,ne:s;· 21'.to 30:·· the ian9_uag1_e! see.ms 
o;hsc,.ure!' aii,~h a,m,bi,g9:9t.i,s. Data, showS that, most peOple · at. the age a.ff sj xty:... 

fiive lia\,,e: a chronfc heaJth. colidit:io;r1\ . A one .. yefr di;scl'ajmer for payment 
q.f_·.'"pre~exis.tjng_ cMdi.t:io.n'':.-•~eefos.·- ·q ..•. very; _1 Qhg . Vl(ait,ing_ period . for this 

p.op1/la.tip,n.:. While. we. ~:1d,etstand that. s-orile,,•w,aiting perto,d; is· nec.e;s;s·ary 

'to .• pre,vePt. p,e,o.p)e. from pt1rchasJpg;, insurance at the ons,et- Qf illness; w.e 
. fh:Jnk:_~/ shor·t,er waHtng period. (3 ... 6> 111onths} is mo-re,,reasonabJe., 

Th~: 25%} rebaie-.may., n~t;; be; a suff'ic:ie:nt ince,nlive, in cettain. i)1coniec groups-. 
Pag;, 3\, s'eb:,i ;n 1:: ,, in:~~ l t¢i 8>:· .· ' a·. rt:lbate program towa,rdo defraying .. 

the. cqsts, o.f· policie,stfQ.f Jhq-f po,puTati~h wh,jc,h qµ._aTified fem, thet PAAD 

program. dur __ observa{.;o:n ____ istha,f;~'.f;.the ,\o.we.r income,> re.ye.ls-, Ue\'25% .. 
rebate.- will. prqbahly A(DL be enoug:h of a ftr\anc iaJ i nce,Rti ve for the .. . . . . . 

p.urc;ha,se: of such .·po)Jcte.s.-.~.--. He.-.qb,serve that fede,raJly, impose.d; co-payme,mts,-. 
are ... a· gr~at . d-islnCt:lntJve fa,r< the, use o.f ,the "_Medi c;aid Cornm1Jnitx Ca.re 
Wa,iyer" in New Jersey,. 

Chang.es- in statement •larrr~u&2e .• 
P;g ~ ,1 3 -·~ ... ; n the • Statement to the . 

1•IEL re•commend)the wo,rd:s ;-,ahd home. health 

. cleaply {he tnt.ento f the. i egJsl'ation 

! • 

. . _ after the" $ec&nd · sentr.nce,, 
be ---ad.de.id.• to show more 

Th.e.re: shoµ}d be an t:lXplanatJolJ. in;_the.·• StaJe01ent tha;t_• home health care•. · 
w,oA,Jlci,. no,t be ti.ect.tO prior. hospf¾afizat.;o.n · and<tne,h0me:-.heaJtb.a.r;1d_·. 
n:trrsing, .hq,m.Et bene•fits,' wq:\J1ld ,b,~·eJt1:1it1tblt\. 
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7 • 

8. 

Specific benefits and eligibility criteria. 

The legislation does not list the specific benefits available under 

long term care, not does it discuss the criteria by which a person's 

health condition would be judged to enable him or her to qualify for 

benefits. We recommend these be added. 

Policy renewals. 

The legislation should be amended to have the statute apply to both 

new issues and renewals of policies, whether they be individual, group, 

Blue Cross or HMO policies. Without this, the legislation would have 

little effect as most policies are renewed and not newly issued. 
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Stat ... ato-r 
Laurence r. Lau 

Allenoaa Health care AaaociaUoa · 
.. bet'Ol"e the . 

.lalMNlbly Collllittee oa.lgilig 
o~ the 

llev Jersey State· ·LegialatUN 
April 12. 1984 
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Mr. Chairman: 

I aiD Laurence F. Lane, .Director tor Non-Proprietary and Special Programs 

for the American Health Care Association. The American B.ealth Care Association 

is the largest national organization of long term care providers, representing .. 

nearly 8,500 licen$ed facilities. I am honored by this opportunity to appear· 

beto~e the state legislatur• to discuss private insurance coverage tor long.{ . 

term . care services. 

There is a growing consensus among our members that private insurance otf'ers 

a promising approach to purchasing quality long term care services. I wish 

to briefly share with the committee: 

(1) the reasons tor this support of private insurance, 

(2) the minimum coverage principles, and 

(3) the findings ot a study which we prepared earlier this year discussing · 

the. available of' private insurance for lorig term care, obstacles to 

expansion and actions which our association see as necessary to develc;,p ' 

the market. 

At the outset, let me emphasize that we believe the exposure for the costs · 

of long term health care services is an insurable risk. This perspective is 

sh~red by a number of' companies under-writing the costs of such services, by · 

the acadtmic community, and by the Health Care Financing Administration of the 

Diepartment of' Health and Human Services. No longer is the issue should there, 

be private long term care insurance; the polio1 questions are ot timi~ of market · 
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' :.. .. .·_· .. ·-.:· ·. ·_·:. ·. 

.· : . . 

~tv~lop:~,n t, <,f tbe . ~ftt.11'.• tJt: i>~tVtr•~-1 p~e>vi,ti-Ql)JJ @!!l Q,f ·t:b:o, re4,f~i.ttli~~;,p ·. Q:f 

. :~l;l~ .r>r~y4t• ~r~•~ M Pll'.lr~41l •P.tqir•,~ 

-O~r, l't-{vtttt L!,r:C I~$up-,(iie~ TJ~'.~ f,q.r.o~ a•s tde"·tif·i,;•~ ¥~ ,ft8ll.o.,,t11;s; ltt~f 
. . ' . . . .. . 

<> p~(>1f;4'in\ ti.r;uµte.itl S'qltJ>Q~t tof' the pµre.tl~s~ ·of qu~l:ity 

,~i'V~'te,, 

o P,i,~'.$'tfv;.,s t.~, qJ.,~-~1·ty e~ oid.1!;' .p.,r~on~- te p,r.~~:e.,~t+·Y ·p;i~, f~ tQ:,etr 

~()-~,~tJ;:,;+ l<>Q,;, t • .l'Dl. ,~~e, ,.t:d:1. 

-o. ''1)a'.V1eit,<10,.,.t,s. t~;e r,e.~i~n,~~- ,u:J?P;il1 :~~bl~o '·l?P9:P'q;EI• ~s ·tb.e. :SP.,\IP'fil,e, ,9:l :p~J~~•t 

;~<:Jt •~~'~V;iQce~,, 'afif;is, 

o ,,a;s:$,'11!.z:-:e1s Di~p,,~~·~ ,OO:J!l,P'E:1,t'.i/tlio1~. -~n;d. ,,e,,nst1,o,e:s, t:n.e. ·,e~-P~~,(1.P:p o,f: .~we.tr.~~f.'1il8i4': 

'$~u~~toe d,el.':iv:er-y.;. 



While this is not a exhaustive list ot rea~ona, the point is clear that 

developing the private insurance coverage will benetit the consumer, . insurers, 

government and providers. 

(!) latve ot Ccmtnge: 

., .-

Enticing a posit.ive resp9nse trom the private insurance s•ctor will require,. · 

a construottve dialogue. Tb,e recently released report ot .the. Health Insurance 

Association of American (HUA) entitled, "Long Term Care: The Chalienge to &:>Ciety, " 
,. .. ·.. . . ..,_ 

otters a useful trameworktor stimula~ing the public debate. 

In a 'similar cooperative effort, I Offer the initial comments of the AHCA 

Private LTC Insurance Task Force on the nature of coverage. While these ten 

points do not reflect an official position ot the Association, they are represen-
( 

tative of the input which we are receiving from members: 

o long term care insurance must truly reflect financing tor the longer 

stay patient in, need of skilled and/or intermediate care, 

o · long term care insurance should not be tied to Medicare Part A requirements · 

nor linked to def'init1ons of levels of care .utilized by the Medicare 

program, 

o approved utilization screens should be based upon geriatric service 

needs, 

4 
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q, lro(l~ · tertu· ea.tr~ 1.n$\W;,_Jl.~.~ $~p,~ct ref+.,Q1~. Pijlt~~~t; ~c;>,;r 99.\b. ~t!~M: tij~;q~~; 

~ 1 11!!>~tJ;1stitJ;t~:f;9~l l!i>;e;: te~qa, b~~~t:J;.t~• prpv:id:e~ t4.IJ,t .t.t>.~. ~~,~ ~~l":f;.~~r:1;9 

. scn~•e,eiti qt:f; terdia tcu, u:t.:.i.1'.,:l;.~iit:l;q,1 ·'!;!.•~·· µse.q t.Q er,,.~~r,~ P:tl14~':)t qt:1i:1;,~t.\OJ"J. 

of.· tll.e;. c;ovtrase., 

o · }oQ~ te.tlil eare itts.ur,,n,qe. snou,J,,<i affQ•r~ t~'1t 9P~Pr·t~,lt:r t<:ir cp,:f;l4J·,e, 

and 9't~ers· to·. ~u,r,-c:itias.~ .. tt,,e· 9<?Y!~rll~ .orr J:>en.@.ff pJ1 ~. ~1:1-ftf~l,'i ··.r~,+~·t+y.~ 

a,nq; .f'o.r tb,e t>urJ:11'.aser to .,,ece:J.. ve t~e b.en.e:f:f;~~ of i¥a:f;+a~J,,~ t~ij~:l;qn 

d~(J11ctiops 'aQd · credits, 

<;>. an i~d,emn.ity 1n$uran,ce a•ppro.ac~ i.s a.cc,.ptali>J.e pr91r:J;qe9 <,) tti.e rat7 

re~~cts tb.e ··~ ~.sts .Qt ·Pr!1>V'+d41l¼J pece,s~f ,er¥.1~~.~. tQ ... ~ 1-Q,dJy:i,41,1~1, 

'@!~<i '()b} tb.e rati:l :f;QQ,l.u4e;i, •a tren.dt~g f'Jtcto.r t,,o 9.9~p.et;t.~H\lt,e fo.r ~+atf9P· 

o · 'eQ;.±gi.1~,ill;dJ;,y cr.±t;e,r:,~a. S:~()\1+4,~ l.\O.t nega.t.e QOY:er,!lge t9,r ., .~.,,r;e;,e A~t>,~r 

or :o,J;der- perso.ll, i.~·e., pol:l,;gy eiolµ@4<:>•i:ts ·.S:ll-Oi,.lld .no~· .,pr,ev,eRt gq,r.er.~,ge 

i'f'¢>'r e~roJ;l:l,;c ~on,d4;,ti.on,, gioS:.eQ.y .. ~o.r,reJ.a..te~ J1f:l,;~Jr.tl;4e.p;q:rm,i .... ~.8·~·~· H~·SJi,.§S:, · 

o ,::p,:r~~.e>J¢t,;st,1ng con,<iiit,ton, r,.eqµ,,~r.e:~ent•J •;;t~Qlll<i P!!I ,1;;.~f:te<i to ·,a. .g,ef~tne.d 

: pr~or ~are 't:.iiJi.eli!r~e,, 

o :•pq.ll'i:ci:e•s ,,wbicil 'gffer 4:1,;l~Etr,e.~;:i.~1, r-a~;ea:. };);aS:.e,f.\ ~Pon r,,,~q;ur<:;~ ,q~:i,~l;~.~i.Pfl .. 

,sn:<i>ul;td 't>,e •pEu-,,j;.o,di.ea.J,J.;y ;.µpd;a.~,e •. <1 to ••r:.efl,egt t~e .tr;µe .cq.S:t,s ,.of q,,ure, 

,1~n9 



o strengthening of the private insurance market should be synchronized 

. with changes in the Medicaid program so as to promote the private. 

approach without abandoning current Medicaid eligibl~ populations. 

(3) Findings or ABQ Study: 

Earlier this year, I conducted a study for the American Health care Association 

of the private insurance market (appendix #1). Findings document that private 

long, term care insurance coverage is: 

o available 

o affordable 

o expanding 

o adequate 

The report indicates that.over 25 insurance companies are experimenting 

with policies covering extended long term care services. Of that number, more. 

than half have made a commitment to expanding their share of the market. While 

the experimental policies greatly vary, the typical policy provides an indemnity 

benefit of between $30~$60 per day for coverage of .skilled nursing and intermediate 

care services for up to 4 years Of nursing home placement. It appears realistically 

possible for an individual between the ages of 60-65 to purchase viable long· 

term care insurance at a premium of less than $30 per month. While coverage 

for an individual above the age of 75 will be more expensive, data on the income 

and resources of older Americans suggest that long term · care insurance is well 

within the means of most senior citizens. 
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,4;111,~•11g. t~:~h S.:isnic_fica,Jl.t, ~Ji,tt:acl~:~', tq,· vb.e, g~qwt:h qf tb.~, p.:r·:tva;te loii~ t,erm 
. , 

-e~e iQaut~ti.ce tAar~e,t, ~r:e QQ~$QiDJ,er U;Jl.4:,~r -es:t.i~attoQ. of: tll..~tt:r p.o;t,e;n,t..taJ... ne:ed 

f'.o,r l00;g: t~r:m, c~re CQvera$e · a,n.~, over: es,,tima.t19~ qt' tll.~t a11aiJ..a~ie. ciov.erag~ of 
. ' 

· - tb.Ei~t e~4'$1tli:i..tl'8: i~s:w:-an.ee, poJ..ici.es anq.; ot: p,ublio: progriU!ls. ,· .. ,·,,.-. . ' . : •, . -J: . '\ ,,·"· _._, ,, . ·- ' ' ' .. ·.·' . -" "' ,., . _ .. ' ' ',._,,, ' • 

. . . . 

'l'lie a,t.t.ld.'¥ ¢QJ1,cJ..ud,,e,s: ~pat a va,riet~· of appro.acl');es qan be, t~l(;en; to, l!J¥e 1.011g, 

t.~t:,n,, qar,~;. 1n$'@al!),Ce: a .-reEL~it~ aer~ss,, ~~ e.qlJAtr~., ._ Ol)e, or . tlie ~-ell! repo~ndt~:~,i~;ns 

of:· .1il:le repott t~ fen· the 4.lneriea;n H,e,,ia,J.tb -ea.re- Assoq:Lati.0J1 a,~<i'_,its. ~itate -~filia~es 

to, ass\U!l,e, the, li:ead:er:sb::tp in spe~n,ea,cU.'ng eo.a.l,.itions wi,th, q~b:er i:nt~.re~tE!.d, g;rQ\1~8 
. ' 

·tQ pro111:ot:e, th.e, lila:rkeiti.ng Qf lon$ te,~~ ea,re insJ.J.ranQE:?.. S:U.Qb in±.tiativ,es wq,ul;d 

wc;>t~. to. r:a,ise p,:~b:l..i,c consci;Qusne,ss, Qt; t:b.e n.e.e,d for- insqz:-an,c,e cQ~e;ra.,ge, e,nt;j;t ce 

th:e, e.oo.,J!!,8l"'a:t:1:,q,?ili ol ~ajo.r insurer•s, t.Q, eixtend co;v.eta.ge, into. th,e l.Pll$. term. c.a,re 
' , 

•ket- ~(i:, @~1:1,~e lfitn··fed.~a.¥ and st;ate, goverrµnent off±cia:Ls tQ. ~.e.cllre. neces~ary 

legj,sJ::aJ;:,$0.n, t:q, ~ak:e pri..va-t.e, tn.su.l!anpe., vtabJ.;e., (appe11d1x f,2· i.s a;draj't,, pampnl.e,t 

••progr~~ f:ot older person:1:Js. to· _my:. knQlfl.eltge,.-onliy: t:h;r-ee, 0,th:,er, s,~a,t,e-,; are e::Kiploririg 

t:h,e rol;e: o,t pr,ivate, l.:Q•ll$ t:etill cate in~~a:nce, Cpnne.c~icµt. a11d: Cal,iforni:a througp; 

· stqd&;, resQl;.ut'i,Qps, an¢, ~~.Q.,t•u:¢,lcy QY·.lteg#l,.s;l.;~t:±~n,.,,_ s,;l;:llf:ilar _t:o, the, Pro,posaJ.: inJrrp¢ii•ce4 

in, ·tll;i;;S; A:s:S:~¢t:illi, •. 

, . 

Med~,G.,a'pEt ll)·rio:v:,t,des, s,Q•ii.:Il,t, c0::v:•e:r:•aige, fo.r nurs,~ng hqme s.erv;i•,ce.s, an~l Q,their J,;png, 

~eX:'111 care: -Q•e:. S!iPi:?ilemeJJ~ail: .. :lP:~uranee p9,lit;o:i..e . .$:,, s0:~eall:eA',-"1Me,<14s:a(:)•" cpv,e;ra~~'ff!, 



useMedicare definitions. Most Policies are restrictive in coverages and provide 

no real protection against lo~ term care costs. Without Medicare or insurance 

protection, individuals must rely upon their own savings to pay tor long ter!21· 

care services. Nursing home expenses are the largest catastrophic expense tor· 

individuals age 65 and over. Many people spend their resources until they are 

so poor as to be eligible tor Medicaid. To the extent that private insurance . 

can help people from needing Medicaid, the costs to government tor supporting ·· · 

the indigent could be reduced. 

The members of our association stand ready to work with you in this challenge_ 

of e11ticing usable private long term care ·insurance policies • 

. LL/11 
Ap'ril 1 0 , 1 984 
849 .16 
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A CALL POI ACTt011 

trom 

TBB lllBR.IC.lll BBALTB C.lRB .lSSOCI.lTIOII 

THE NATION'S LEADER IN QUALITY 
LONG tERM HEALtH CARE 

PRIVATE IBSU:l.lHCB FOR LOIIG TBBH CJ.RB: 

Al .llU 

VBOSB 'l'IIIB B.lS COIII 1 ·. 

Private insurance otters a promising approach to purchasing 
q~ality long t~rm care h~alth serv~ces. For years, underwtitera; 
he~itated to provide health insurance be~~fit~ to older p~ople. 
During the mid~l950s this baPrier was successtully pierced for 
ac~te cate serv~ces. However, Older-Americans still confront 
obstacles to"realistic private insurance coverage tot nursing 
home and other long te~m ca~e·service~. 

This·leaflet is the Am~rican Health care Association's CALL 

FOR ACTION to resolve the lack of adeguate pclvate long term 

care :i,nsurancel 
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.WBI SHOULD VB C.llK AB.OUT 
LO.IQ tlllH C.111 IISUlllCB? 

(1) Peopl~ ar~ living longe•J 

the 20th century has seen average life expectancy in this country 
grow from under 50 to over 70 years of age. Presently, one 
in nine Americans is over the age . of 6 5. By .the year 2000, 
one in eight will be over the age of 65; one in 16 will be over 
age 75. Life expectancy at age 65 has dramattcally increased 
during the pa$t decade alone, adding as much as four more years 
.of life. 

(2) The need tor long ter• car• aerYioea increaaea with agel 

With older age comes an increased risk of chronic disease and 
impairment. Th~ percentage of people who are dependent in at 
least one activity of daily living function increases tefi times 
from the age o 5-7 5 grollp to the age 85 and over group. A serioqs 
chronic conditiofi is more likely to lead to nursing home admiss~dn. 
For instance, a hospital stay tor an older patient will often 
need to be followed by a recuperative stay in a long term care 
facility. 

(3) Medicare does not pay tor long ter• oarel · 

Medicare pr~vides scant coverage for nursing home services and 
other long term care. Medicare requires hospitalization before 
a beneficiary becomes e_ntitled, and then only for the skilled 
nursing facility benefit. The p~ogram so -ligible services 
so tightly that average approved lengths of stay are under 30 
days. Supplemental insurance ptilicies (~o-calle4 "Medigap" 
coverages) use Medicare definitions. Most policies are restrict:i;.ve 
in coverages and provi4e no real protection against long term 
care costs. 

(4) Long ~era care costa can dep1ete savingsl 

Without Medicare protection, individuals must rely upon their 
own savings to pay for long term care servibes •. Nursing home 
expenses.are the largest catastrophic expense for individuals 
age 65 and over. Many people spend their resources until they 
~re so poor as to be eligible for Me4ioaid. 
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( 5l p,u,bJi.i4 •:icp.en.cli.t\ll"t,f, te>~ .Jo1,1~ t•ri!L o~~•· •~•; a. ~.91):l.i.Q. ~.µr,cl.@r,.J 

T.~e ti>il+S:; of' b~lf ot tq.e,;· ±nd.i.yJ,.d.µ.~is. curre,,~t:l.Y re,9~.:1.vi.n,~ l.cp1~. · 
.· teINI, Qa,e, aerviqej•··~.re,. P~-1-i bl · .. MEt<l:J,c~i~·, tll~,· lt;4.~ra,.J.ls.t~\e,. b,.~,Ql,t,b 

pi;o~r~f tor tbe ~.ed1c,1J.y tn,dl~ept .. ij8:1Je,Y or· tq.e,.~e :J,nq.;t.yic,i,qijJ.s · · 
¥8·1'~ ,;tot p,oor ~nt.il t-e,lf requi. . .re.ti ?Ae4::J,cal. l.l.S;S:f.,t~Q.ce., . \,/;11.~+~ 

' sq~,, l:l.~r'f'e: tll!a.p.sf erred.. t.b,Jill,i.r res,oi!.rcet$ to beQol!l.e, eJ.i.!,* bl,~' ~.QSJ 
b~V~ ~~ed. ~•P, · tb.eir sct;vi.,;1e;,s t9, i:il;lralla.$~ 9a.re. 'l'll.~ . ~~~c:1,~Q. · of 
S:4PPO~~~~g .~eQ,~:~sary ·.1;1e.r:vig,.s. :J,~·~· .. , ,tra.:f.l.'.l o,i;i. m.est ~.ta.tet ~n:g 
t.tie: t:e,d.e•r:il ·,9ver~~ent. · '!'.o the, ~Jt.t~nt;. .. t~~ t, Rriv~t~. i,n~.uJ·~4qi 
c~n. · b,t:J.P p~ople f'roJ11 Ql;l,ed:tpg MC;19ic~1«, tb,e ·. qo~tf · to .. gov~:fQ.1,.t;e;i.t;. 
f':Q:~ A,qp,,p,q.roij;ijg t,he in.d.i&f#D.t ,QOQid 1).e, ~eq.',l;ce.4. . . .. ,.· ·. . .. 

'. ·: ','·:)" 1' ·. __ ·,· ,: '1·,'',. ' ,· ,,•, ·: •' 

·. v:p.L, l7"~'0:1IAICB. CQffP·4lU;KS 
. cql{1.a ~o,~ ,i,1, c,,1.·ax·,i,.1:i:,1 

~. ~t.~;ciy; c:~rr•t~d Qlat i?•Y st~t.f o,t. t;l'.t~ t~,r1g,t1. ff~11l~~ Cir~ ~~~9~#1~t190,, 
:i.n!;i:t,Q~~es tl!'i~t ~o.re tha11 ?5 ill•µrs.ncQ CQ~p~n;t~~ ar~ 8J!:P,r:+~~ll. t~11.~. 
1:1,ith · pQ);ig:i.~~ oc,vert~~ +on.$ t,.li"!;V ~.~rt? .... ·· 1't9.re t~(;l,:p,. ll~l.f 9.f tt>,9~~,· ·. 
ll~ye, ~act~ .~· go1111J11tineij~ ~9 e~,1,~11<1'.;f.n~ tb,~i;r sh~:rl':l qt' \~~ !Jl,Q.r~,t,:1} 
+11~ 1;J~ic;~l.. ~~peri11H~D,~l, pol~cy: ·p~.o~+ci~~, .·.~. ben~fi~ of t>~tw:eep., . 
~3q.,.,.9.q pe~ d~y for eqvertg~ ot" ~killed an9; int@:r~e9-+~tf.!! care". 
serv:i.ce§ :i,;11, .·.~· nursing hQ~e to-ci µp, to 4 ye,a.r;ii qt . ~ci~A~sAop/ .· .d 

.Sq111e P9t:i.q:f.ef per~:f.t beJ:1et:i,ci~r:te~ t9. ~.\lb§.t.; tqte ~q~e h~~~ tn: 
gare s~'H'"V:f.c::es as au a,l. t~rnative to t iC;lli tr ... ba~.ecl C%r•e. q 

It ~l?~~~:r~ p9~r;1;.ble for. ~~ in,<U.vt~~a,l b,e.tlf~.t~ tll~ ~Hfe~ <tf 99;,.§E>, 
tq P~:rc,~ij~, V:f.~ple lt?r:ii tt~lll qa.irf# .;.l,l~¥!'~~.Q~ it ~ ppej:11.i.Y.i 9J' 
les,s tP!~ll $3() per mon~h. • ·.···. WhiJ_~ qoyer~g, tor ~n .. tqg:i,v. ;gµ~l ~pq.v~ 
th~ .ll·~.•e .. 9+ f~ ~ill 1:>e 1De1re e~Rell$:lve, d~l~ !>~ .tP.t illQQ~@ ·.~.,~.~ .,. · 
re:3QtJr;c;;~~ ~f o+der .J+m.,riq.;ip~ ~lle;J,st tµat, l9~s;. t,rlll q~re ;~.~.~r,p9e 
+~ wet+ W:i~~i~ tire il1lle~i:ie1· ·gt lllQSt stu.it.:i:r Q:lttz@;/ .. i?:~h i re9e~; · 
st\141 ~r:i 91:le .1:1tate s~o,w~ tl)~t e;~oµp P+~n. crnv~r~ill ~a ~;i.~.Q §1:.ff Q.l"P,a l;>J,e ~ 
cqst:I.~~ Pl.•P~ 1Demb~~s. 1:1, Qo~.inal a..mount for ~geqµ.~.te p:rc;,t..11aet,1c;u:1. . ·. 

WILL. QLt~, .. PJ.Ptl,,,J 1"11~·~14~1 cov:si.ir¥~'l 
Olc:i~r A1'!,•~riea,ns d.o not wa11t t.o .•~.e wa~d.s or· tllJ;t s~;;t.e. '¥P;e,y 
w.~n•l t9. b,e independeQt a,~4 res:P,O~~i!:?J.~ fqr tne,1..r ~.~ll ~J!t:l,P,·P..S• 
Lqng ;e,r.lll ··(Ja,r·e :i.n~µranq, QJPl b~lp ~l4erJ.y. pepp:Le .... 111.~in,t~JQ, q9J1,tr9l 
o,f 1;:q~i,l'! +:!,'f~,S and eS,tiit$~. A, l'!;l~l;lstLc' ~ffo.,r9,il:>,ie i;,,p],;j.,ci:~f) ... 
ar,e c:tr~v,~,l,·Q.1?,e<1, there will 1:>,e iliQre~se~ 4,~,ll!~nd for privilt~ oft.~rin.e;.::J. 
Tl1~ ~.:i;;p,l:q~:f.v~ growtti of r~t.ireJJent c~µ'.t;,~rs i~ prqpf t;.b.J1.t D.1,1p~y 
qld~;r .• Al)l~r.:iqc!,XlS .. plan .. t<,,r .½tleir ol.d~r yea.rise L,o~g. t~r!JI· 9?1i,r.~·· 
in~,u,,.r,~,~<>e .gan oe a s:i,gni.fic~.nt p,a,rt .of ~ssu,rin.s; iec1.1rit;y J~ 

· c~se ,gf c~ranic imp.airDJ,•nt. · · ·. 



WHAT ABB- TBE BARRIERS TO HAl~BT BXPABSIOB? 

A signi£icant obstacle to the growth of private long term care 
insurance is lack of consumer aw~reness of potential need for 
coverage. Most Americans give little thought to their retirement 
health needs. Few consider the costs of nursing home and home 
health services, assuming that public programs will provide 
necessary coverage. Others are misled into believing th$ir "Medigap" 
insurance provides long term care coverage. Few individuals 
understand their probability of needing quality long term care 
h_ealth services. 

WHAT CAB BB DOBB? 

The American Health Care Association recommends the following 
.A.CTIOB strategy: 

A = ADVOCACY stimulating State Legislatures to encourage the 
private market to be more aggressive in expanding private 
long term care insurance coverage. 

~ = COALITIOBS of providers, consumer advocates, and public 
interest groups, cooperatively p~rsuing the objective of expanding 
private long term care insurance. 

~ = TAX IBCBBTIVBS in Federal and state revenue laws encou­
raging individuals and families to purchase private long 
term care insurance, while instilling fa~ily responsibility 
for their relatives and promoting private savings for future 
long term care ne~ds. 

i = IBSUBABCE KBGULATIOB BEFOBH, removing rules that prevent 
coverage and adopting those that facilitate the expansion 
of private long term care insurance. 

~ = OVBKCOHIBG IBDIFPBKBRCB to the plight of the frail and 
vunerable by broadening public understanding of the important 
role of professional long term care services • 

.H. = BEBDS AWARJUIBS.S, raising the consciousnes.s of the public 
at large to the. changes which longer lit~ will make in society. 

AHEKICAIJ HEALTH CABB ASSSOCIATIOB 
12-00 15th Street, N.W~ 
Washington, D.C. 20005 

(202)833-2050 
) 
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1:A ~~µ;~J ,~f,Z',~i.~d ,out J~r s~@',t Qt ,~1:i,;, .~ri~ He~th ,pare ,Asie~t4,on .~ca:tes 
.·~t ,9~ ;?15.·t~;µ~~, eo,1>.~.•~ ,ai,,f,l.1eXJP$.r~E1nt;iinJ witt,, ,pol.i.c,i.es ·COV~ri~ ,e~t1,~a,p. 
+Pin,e ,t:~:~11J ~~~,, :.,,rv,1 Q,~. ,Qf' . t~t.t ~bear, mprte · ,than tlalt have 111a;d, a eonµn.i,t~tp.t 
•;~9 ~,~Pt~.~91;:~I :i~,.r ~h~e r~t •t.11~ 1•~ke•t,. Wbil.e the expe~:!.Jnent•~ :po(l.ici:ca:s ,~;-~~_.t1y 
v,~}•,y:, i1;,~, ;~,Y'iP,i,~al ,policy ,pr,0/114·~,~ ~n indem111t:,. bene.fn .. of' 1be·tween $.30-$60 ,pe·r 
~fY f9.r ,99y~p~e · 9t s~;llled n,u:r,s.in:s; a,Qd il'l.termediate c~r.e se.rviees :to.r up 't,o 
:1& J~,~~ .<g,;f ~-~4~.µti~~li~a;;~~~ ;r,~ ..,~,,pe-,r;s r.ealistj.cal;7 po~i~e fer i!,11, iD:lividual 
,~1~~P. \~' ;IS~;'£ of :6,Q.~6,5 ~.o ,p,µ,r,,b:1µ1e ,i,ia,ble lori,g term ,care in$uranee at '~ premll,'1JXI 
.<ff)-,~~~··,~:~~·· $3,0 •P•e.r 1!190~1',. l<Ji},lile· eovera,ge. for an .tllciividufl al,;lov•f:l the ·~e 
qf 1'$ ·¥¼4L+ :l;,f 1!1,q~~ e~p.~p~i,ve, (;t~t,a on th$ incom~ and resour9es of ol.der A,i;ericans 
;.!3.~~g,~,~!t.::JI '~A,1i- J,.png terll;l ca.re 4-nsµ,~.l:!,llce is well within the means o.f mo.st senior 
o'itiz,ens. ;._,,. :.,.':,;,,,··.,,.,w,, 

~m9g' t4e M1,~n.1f.1.\laI1,t Qbsta,ci,s :tq the growth ot the privc1.t,e long teI'lll 
~~e i.~t;r,~B'J,~~ ,,rket a.re 1::0.nst;l~er under estimation of the.1;.r potent:1,.al need 
f9r +P~~ ttrl\l !lare !:!overate. c1,µ4 ov1:1r estimaUon of .the available coverage ot 
tp,e~r ~#.stii;,gg ;~ure,nee policies and. of public programs. Continual f9cus by 
P:t1bl.;9 pr~g,r~~,!3 to th~ goal. ot prev.ention ot pr~ature placement in a facility 
q~~eq. l,p~ ~e~ f3~e p~gr,&Jl h~ misled t~e publ:l,.c tb~t the risk ot paying for 
~. nµr~A~~ ll9~~ c,l':),El!S n9t eJgst. '• 

'l'r:b.,@ ~t~9::1 ~qg.,Qlude.s tllat, a v1:r1,1;y of approaches cu bf! tak.en to make lo.11,g 
t~l'll,I c~~ ~s~ap<J., 1. r~ll\litY acro:ss the ce1unty. One of ~e key recoJilmen4a,t,ions 
9f 'tpe, rtlp.Q,pt .1.~ for the Al!teri:oan ijeaj.th Care Assoc.iation and its state atfiliat~ 
;c,, ~~~~ tb,,e +~~¢er~lµP, in ~ifl~headi~:g c~litions with other inter~~ted group~ 
~9 prow,ote ~~,~ in~rlqtting o,f lc,,ng term care ins.urs,nce.. Suell initiatives w:oulq 
WQf~ tq r,~~, pµpl.,ic 09.nso'iou~.nes:, o.f .the need .for insurance coverag,Et, entice 
t~e C9Q'!il~:i;,~tiq~ of m~J<>r ina,µrez-s tQ exten~ coverage into th.e long tE:lrm care 
tns11r~n~~. •~tt a,nd cooperate ~ittJ, te,de,ral and state government officials to 
§~oµre n~~i~~~ry l.,e,gisla,~to1n t.qim,l.~e private imJurance via;ble. A s~cial t~k 
f,o,rc~ .q~ P,~t:v~tt, Lqng 'r,e~ C~e ):~.uran~e !las b.~,en appointed by the P,resiqe·nt 
.9£ tl:l.~ :A,!;~r,4c~n lieaj. th Q~pe Ass()ciation to ~oordina. te. the Assooi~tion• s 1Ee•rsb.ip 
op thi.s. is;~µ~ <:iµr:tn.g 198.4. · · 

Lauret1,ae F. La.ne 
American Health Care A,.ssociation 
Wa&bingtpn, DC 20005 
2,02/83 3-~050 
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PIXYUJ D!:SVBAICB FQB LQIIIG TUM CaBI 

In response to the preceived need for enhancing private sector financing 
for long term care services the Division of Federal/State Relations has undertaken 
an intensive review of the potential for long term care insurance. As the following 
review ot' activities indicates, there is a significant potential for a private 
insurance response to the payment t'or long term care services. This report 
will: 

provide an assessment or current policies, 
discuss the reasons for the market's failure to provide coverage, 

-- identify on-going activities, and 
make recommendations for additional AHCA involvements. 

C 1 ) Bagk&rrnJDd !! 

Skilled nursing car,e, and related forms at' extended care, such as home 
he.alth care, intermediate care and domiciliary care, have become an increased 
source of national expenditure, increasing tenfold between 1960 and 1980 (Gollub/SBI 
International, 1983). Forty-three (43) percent ot' outlays t'or nursing h~me 
care came from private sources in 1977 (NCHS, 1979). HCFA data indicates that 
for the year 1979, of the $17 ~ 8 billion expended for nursing home care, $7 • 7 
billion reflect private funds. Private insurance is estimated to contribute 
only $117 million of such sums (HCFA, 1983). Nursing home expenses are cited 
as the largest oata.strophic expense for.those aged 65 and over (Birnbaum, 1981). 
Area specifio data accumulated by GAO suggests that a significant number of 
nursing home residents enter as private pay patients and become eligible for 
Medicaid atter exhausting their resources. For example, in Minnesota, data 
indicates that one-fourth of the patients admitted to Medicaid coverage in nursing 
homes between 1977-1979 had actually entE!lred nursing homes at some point earlier 
as private pay patients and subsequently converted to Medioaid (GAO, 1983). 

The two features of' the structure of the nursing home industry. which make~ · 
it unique are the limited oapaoities of its consumers and the dominanoe of government;, 
as both payer tor nursing home servioes and regulator of the activities of t,he, 
industry (Vogel, 1983). The National Center for Health Care Statistics found 
that on one day in 1977, sixteen ( 16) percent of. th!! 1.3 million residents had 
been there from three (3) to five (5) years, and thirty-three .(33) percent from 
one( t) to three (3) years. While the median length of stay for nursing home 
residents on the day of the survey was under three ( 3) months -- ( seventy-nine 
days) -- a small proportion of residents stayed f'ar longer, so that the average 
stay was calculated as being over one( 1) year -- four hundred and fifty six 
days (NCHS, 1979). A statistioal model developed by the General Accounting 
Office suggests two prof'ilas ot nursing home residents, one with characteristics· 
of short-stay (average of less than two months of' residency), and one of a longer 
star (two and one hal.f ·years average) (General Accounting Office, 1983). 

To examine the potential role of private financing of' long term care, it. 
is important to understand the resouroes of different groups of the elderly. 

1 
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In .. a· .J:uJie. ·t983 .Pr'el,iminar,y rtportito \the· ... Otti:qe ot the Aslitsta.nt. S'io~etary 1for 
Pt~n.-i1J1g .~q Evaluation (HH~·), ICF, Inc. ta:Washington, DC consult1?$ b~galiiza.t.fon 

· s.pecial1zing in pension andoactuarial. ca1culationsJ.,. proV'ided a•·· d~tailed anaiysis 
o:f in¢o~e 1:lrid resources of t'h·e elderl,y • ... · Aocot-ding tq. tl:te r'e'~ea.rch, 'ii' .oldE!'r 
:,persona bad tµe opportunity ·to "annuitizen. tneir income aild resources,. a.pproxmate]y 

· one,,.:third (33JJ or elderly couples :and over one-quarter C ~6%) of sin.gle perso~s 
~~d •WEt~~ whli.obcoul.d.'producean 'ailm.ia:.l ·anmaity .. value• ot $5,000 ·or more .. Ad.just:f~g 
·.tnu.· ~t :f>o:r a~e using .actuarial asstuilption :prQjectioru=s, the rese~ch indicates 
tJ1at ll.~Sit . forty . ( 40) percEint of the elderly over age 80 ··. could , conv.e·rt tlle'ir 
~set:i into an annuity. o.t: .,s ,.ooo {IOF, 198~)· •.... ,suc.htindin,gs :a!e gons:Lat~rrt 

· w!it.h tA, a.ata co.tlected by. the National CEU'iter. for Home. Equity Cbnversiori '(Scholen, 
1983) • '-Sepa;rate from the atlalysi:S including resources; . ICF estimated the. p~rcentage 
pt fam1lie$ to. whom long term care migbt be affordable •ba;sed upon 1!va:Ua~Ie 
':income. As ahown below, a signiticant. shar~ of the elderly could atf'ord. premiums 
,which wQµ,ld be less tha!l ten (lOJ) percent [f'ive {5%) percent} of' cash income: 

ICF Estimates. o'f Afford.ability at 10% (5%) of Income:• 

Age 65-69 Age 70'•i74 Agia 75 ... 79 80+ 

married. 
82% (50%) 67% (27:U 38% C12%) couples · 23% (6%) 

single 
80% (44%) 65% (27%) 4.1% (16%) per$On$ 2 9% ( 10% ) 

81% (47%} 66% (27%) 40'S (14%) tq~al 27% ( 9%) 

• assuilling an annual premium in 1983 dollar$ tor an individual ag'e 65.;.;.69· 
of $450, 70 ... 74 of $550, 75-19 of $715 7 and 80 and over of' $900. Premiums 
for couples a.re twice these levels. 

' . 
Pri.vate insurance offers one ot tne mor~ promising ot tne. niar~et appr0a,¢h'i!s 

to upderwrite the costs ot long term care. Fe.tr years, ther~ was great hesita t±oii 
o.y tile 1.Q.sui-ance market to provide. health benefits t.o oJ.der p·et-sons •.. During 
the mid-1950 '•s this barrier was sucde.sst'ully pi&roed with the advent of g•roup 
plan coverage for· retired teachers and retired pfof~saiona.ls under the auspices 
of the N$ti,ona:l R~tired Teachers Association/American Associat:ton .. of.Retired 
P'ersons. Wh·il,e .the market remained s·mall, in part because o·f the political 
debate for a Federal program, there was· a positive growth curve throughout tfre · 
d:~cade prior to M•dica.re •. With. the ad,vent of Medicare, the ~Ocus ot' t0he hea>:ltlt 
irlslll"anee .. md!.lstry sh:Lf'ted to a suppl•ental r'O;l.e providing covera:IJe of deducb±bl:es 
and .coinsu,rance features •. During the. 1970 's . this market grew substanti:dl.y •. 
According to. one :r-ecent analysis, about t,wo ... thirds of th~ aged population had 
private insurance supplemental to their Medi.ca.re covefag.e (Carl'!oll & Arrie'tt, 
19 81) • Thi·s coverage was primarily purchased by . the individual .. 

As. the· market f'pr su.pplemen'tal .insu!"mce, the $0-called·Medigap insuran¢e, 
grew du.ring the past decade the benefits altered to meet the competitive demand. 
In 1976, less than six million (6 9 000,000) supplemental insurance policies indicated 
cov:erage. for nursing .home .care o-r any type. Nineteen seventy:..nine ( 1979} d'ata 
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·.·•·indicates more than a doubling ot coverage vith over thirteen million (13~000,000) 
policyholders receiving sQme Medigap coverage r or nursing home sei:-vices. At ; 
the same time, the number of. individuals covered by a supplemental health insurance 
policy only grew by about tl'ire• mill.ion (3;000;000) policyilolders (Carroll & 
trhett; 1981). This .data would' suggest that nearly halt ot the elderly (estimate • 

· ot 48%) have some coverage tor. at· least a share ot the oosts ot nursing home . 
9afe. Untortuna tely, the depth of coverage appe~s to be tied closely to the . 

• coverage a1'f'orded by Medicare. · Thus, while the bread th of' coverage has been • 
.. e~terided, the depth of protection bas rtllllained limited. Most ot the nursing · 
\ home coverage attorded by Medigap policies· pays tor req"'ired deductibles and 

· coinsurance mand~ted under the Medicare program tor skilled nursing care . betweett · 
the 21st and 100th day •. Some policies are slightly more ge.nerous providing: 
a f'ixed number or days ot payment in a skilled ~ursing tacilitY but .del!Jld.t ·. 

· · theil" coverage · to utilization opntrols ot the. l!af!icare program. · · · · · 
. . ·. .·. . . . 

An .attt9mpt has been made by !CF to esi1mate the size of tb11 populat,1on 
· ·. which• has been able to secure. insurance coverage for long term. care ~e~vices 

more· extensive than tbo.se covered by the typical. Medigap policy. .Tl>.e prelimitiary ·. ·· 
. estilllate suggests that upwards to fifty thousand (50,000) individuals have been. 

·· .. able to seQure market coverage tor comprehensive long term care services (ICF, 
·. 19.83) ~ A oplliposite of the resea,rch availat,le sugges·ts the following, companies 

as. providing otterings covering lopg term care: . . . . . 

... 

· .. o Fireman' s Fund~ San Ratel , . CA ·.. .· 
o · Fedetated American Lite/Sterling Credit Life, Springfield, OB 
o · · Massachusetts Indemnity and Lite, St~ Louis, MO 
o Great .Republic Life, .Seattle, WA · 

·· · o United Equitable Insurance, Skokie, IL 
o . Health Insurance Corporation, Milwaukee, WI 
0 Equitable Lite and Casualty,,Salt Lake City; 1JT, 
o Kemper ir()up, Long Grove, IL 

·· . o Merchants and Manufacturers Insurance, OB 
··· .· o ·· Pacif'ie Benefits, se.,ttle, WA · · · · 

o National·Founf!at1011 and Lite, Oklahoma City, OK 
o · · Columbia Accident and Heal th, Bloomsburg, 1A · 
o Mutual Protection Insurance, Omaha., NE 
o .Transportation Lite, Fort Worth, TI 

Lhnited policy coverage=· 

0 
o· 
O· 
:0 

0 

0 

0 

Prudential (WP Plarts and other group oov.-rages.) · · 
. "Bankers Lite (reportedly a supplemental rider) 

Mut~al ot Omaha (reportedly a supplemental rider) 
American ~ife and Casualty ' ·· . .•· ·· ·. . 
Aetna(limited·offer:i.ng as a supplemental .rider) 
Montgomery Wards (HAMP.group plan) 
Colonia,lPenn (old A.HP plai:i) 
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Q~oqp: ot.(&r-ings: 
' ... . . . ... .,· ... 

. . A.;t,a¢n•~•n't lJ; it$ a :,,~tf ot, ttu{ t,qtw J!J.O&$t -~e•~d· l,Qztg: t·ct~ care plans o(f'.eP14,g 

·'·\ i2tl~1~t~;'"~~ .. ~:/t;:~=\e fi;,tt!:!i'~"~ ~; • 
. ·. :p: ·.· i~, '.Ul,0•$,t 1tliPott8li,t to: ri,ote tllat ' the · ava3.la~l.e. ot'teri• pr9v_iti~, 1~dem.QL~y 

.· -. . 0,~et.tts: tcti~ eJi;.t~-114,~-c:1 n.~rsi~g: ttq~e ~bays.· ·· The be,n~ti~s vary w.:L tll r•e,gai-d t.o . 
'·. eq:~ ,am;,09nt. ·. 9t ·· 1n4•mr1j,,ty paid, tbe l.engtb. of time benefit~ are provided, tbe 

·. · _l(aiting_ ,pei:-,1/Ptl befqre beb.E1(:its be,QQ$a e,treotive a.nd the condit1on~ upon wnicb. .·. 
',. b•nef:1,;t:~: ff~iI be'. pa£ct~ _ .'l'ha_i!ideJ1,n;~1 be~etit limits t~e iASur.er•s lilil.bility 

~nc1_· ~e,dtU.lfl~ ! t,hei ris¥: of protidiq . 1~.t1raI10e~ · Mw · or· the .1n:tt1al h~al t- poliaiel!I 
. und.~-rw.~;,t.~e .. ~o~ 9i~e'~ person, illolud~ most ot t:b~ gro~p plan polieies ~x-keted . 

tllrough. the.> ~i~atf Assooia tioxi qt . B•tired pe,risOJ1$f:we;re .incl:e.m{lit,y . ao,vera;ge{'. 
"·' •• ' .,, ._,,.·· ·. ·, •• -· ';-, • •• J ' . ' ·•. . • , . ' ·•--.· • 

' A·no:tner aba.raoteristio or the o~ren·t poliaj.es: .is a' deductible ·or a redue.ed 
benei11t :·i>•rtod, ~ a· 1118US ot ®nti-o.lliiltg: tinnEIQEls$ary utili~~t:i.o'.n. Mo2't .. of tp.e. 
e~ist1.P& PO:J..~eies lil!li,t th.air b,enetits to· faeility.·~b~sects·e,rvioes,. although 

:-,it is ~~bl;~ to S$t .·~ ri,dttr' tor. nomct biU!Sed ea.re .. ·. A;ttacbment.#i .P:rQ~;i.de:;s sev:~ral 
. : $0-0d 9:xaDIJ?l:es o-t tl:ie va~:Let•t :ot cov.er.ges tor ous:t;odial a,IJ,CLin\e-dia:te oare 
· .- -~enef',its.:. Like~se, lli0$t ot · the bw-re.nt pol.:l.cies res,triQt Oi\:Ul~t:Lt.s. tC1 a '"pe-riod 

o'f tbre~ or tour years. . . . . . . . . - . 
' ..... 

Br,em,,:t.~•,_. to,,r · most of the ~Vail.able J>.OU,cies az,e qed>ractefi:,.: i.~•~; pri•d.• 
in,llreaS.•· wtt;n e~e age• .Q:t i11it1•i ·1Di$lU"aOo~· pur0:b:a~e. ..This".,pr:ij.qt+oe·, aa,-, be:en 

.. ··q,'.Qestio,ne,Q ~-Y M~:i;ners .i.n li,1,.s lft±t1ngst:'i,tarl(;~Q dev,~J;oped .a pr:o.tot,ypepoll.Qy 
_;. f',c:,r_.t;ne·aa.ti!)nal Cente,r for Heal tb. Se,tvtcie.' 'Re,se.ar<in .. ,wbic~ s-qgge:at,s. fin:anolng,' 

.:sim;U~r· t.o a who:le 'life iru\~t-•nc,t pol,j;ey·w;ith•ie.veJ,' pz,-~ .. -.· T~Et.8;6~·•·.r~.l.ated · 
approaop 1~. ~pre. aQalogous to te'.b. l:tf'i! insurance.. ! t .is i+n.oiecar wtie the,r tlie 

. · qurrent, debate Oil discr~t:L,on qunst w~en 11'1 insitrano.e 6overa,s,LW:ill :1.m,p13;~t 
. upon t~e develo:p~ent of a ~Qilg· t•:ni ·clll'!e benefit-. 'l'be. ase<i rated> beq,e,f:lt c'.9uld · ·· 

be s.tio'w•n bo r.aotor · the longe.v.ity ot wome:n., and, tnerb'tore., · have an e1:ement -or 
.. disoril!Ji;~tic>n. · · · · · · · · · · · 

Most, · ot. tl;le .: o~relit pl~a' h2'v~ elaJ,wrate µt:LJ.iza,ti~n contt"Oi~:• Tl!I;~ 1noi"l9~ ·· 
th~ use ot Qne'· or mm,-e Of th::e. fol.le>W;~~-f. ' ·, ' ,' ' ' 

0 

0 
,, 0 

. '0 

0., 

· :1118cfi,oal screen·s .a;n€1 p.1iji1i:;1.~, eminaJ;;to,ns ··. · .· 
. p~&-~xi~-ting cond'it:i,c,n 11)11:i~s, • .. •· .. ·, · 
prie>r hospitaJ.1:za,tion requ;tremeno-ts, . ., . . . . .. . .· . . . . . 
~e,t.ric:Uons on coverage, f'Cc!~ ,l!lenta•J.•1 aiqob.ol ·and~' ~~i~ rE!Qui~n~ 
de(in,it.ional. re.strictions . on ty,pes of co-ve,:-a,ge and seryioes pµr:ch'ased ~. 

-·~-----~ ·-----



.. ·, . . . . : ... . "'. . 

. As emphasized by the· ICF dat~, the market experience is. limited. While the 
number of policies purchased tias grown, the utili~ation of the oo:verage· has 

•· iimited documentation~ . Therefore, it is difficult to deti.ne. the r~e ot service 
udti.zation. . . 

Several researchers have explored the problems ot developing insurance 
ocrverage. toi- long term care. Each have cited their findings .tor the slow expansion 
ot ~• private seotot- into thi~ importatLt area ot coverage~· . . . 

. . . . 
In pe.rhaps the. most emaust1ve·stud7:ot the subject, Mark Meiners .auggests 

·. tti• tollowing tactors which ~• aharacterizeli u •market. ti.ilures:• · · 

0 

0 

0 
··. ·;O 

. o 
0 .· 

traditional insurance concerni, of .adverose selection, 1110.ral hazard, 
adminj,.strative diseoonomies, and premium pricing diftic~lt:f.es due 

. to intlation. . . . . . 
absence or reliable data on which to base estimates ot utilization,. 

costs and e:rperien(?e. . . · . . · . . . ·. •·· , 
· state lnsurance . regulatioM which inb:U,it · <>r prohibit ·coverages·• 
. the availability of public long term· care . programs which serve -.s ... ·• 
. as satety net for 1,hose who are poor or may become poor. · 
con~umer preterence. for first · dOllar coverage. . . · .. 

. consumers under. estimation of .their potential nee~ tor long term care 
ooverage and. ovEU" · estimation or the available coverage. of. tbeir. 

· existing insurance•·policies and or public programs. . . . 

··.. This latter point is perhaps most impo~t~t. Writing in t.he AHC,A Journa.;r 
.. 1:Wc) years ago, AARP•~ staff' insurance expert Hon Hagen pointed to several additional 
·problems: misinformation,· deception, and less than complete understanding ct 
the potent:l.a:J. policyholder• s coverage and · its limitations. Hagen also suggests ·. 
that the restrictive underwriting requirements to compensate tor insurance risk· 

· might be a signitioant. marke~ d:l.sinoentive •. More recent. pa.pars· prepared by. 
Dr> Friedman at Northwestern Universi.ty and :bY .the .staff' ot the Health Consortium 
at Brandeis reiterate these points as market problem~ • 
. , . ' " '·'. 1 . 

. :tn looid.ng at this list; it is· interesting to note that the experienc& . 
or medical screens for both Fireman's Fund and Pacific Benefits docUment that•'.· . 
they have reJected a greater' number of' applicants :unde·r the age of 65. than over· . 
. the age· ot 65, .i.nd.1.ca.tizig that adverse selection in the p11rchase of long · te.rm 
care insurance may be a greater probl•m• tor · the you~r age group. Pacific · ·· 
~e°'etits has also. documented a rejection of' policy applicants over. the age of 
80; but tile experience has been li.i'.llited', compared, to the total applicant pool .• 

· eur-rent policies tend to restrict: aoverage through the use of' pre;.existing conditions 
.r,estrictions · and coverage exclusions. · Many of the. current· policies would not 

. cover 'organic brain di_sorders ( including . Alzhe:Lmer Is' Disease) and ment aJ. heal th 
.serv:i.oes. · !n some ins1::ances, the pre,,;.en:sting condition lilllitations have 1.lioluded·,'. · 
-.terruU relate4 complications. 
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· · ·. . ii:·'r'-',-' 'lt ' .. i,:,:;,i ";:, h 1: i,' !!.rt ,·ene-r'a'ted '.to stimulate t'h·tt ·,tfr1vat'e 'atk:et ·,t_o 
''·. __ • __ ·._·.·•~-,'.·:.,.:•;.·,·_•~--•-·:_ .. ,;t_::,,_e:i:':.'~--·,,.·:,._e·ds_,_·_ .. ·_.!n,_'··•··,_;_'.:.O-:_:_,: __ ·.:~P,·_"'.'.•_•.•_·v:.,_i'_:,','_.,._1'.1,:(_:,;.,.:""',:'.·.•·.·:•-~ .. •.:_,_'·'_'.'i!P:i .. i·,',r_,:·,,_•_,_'.,e,··c.···· .. ··•·•,_s_t·f·'-,ieo·_::,_v;,..·····,a ... ·.1··r·,!'-.C ... ·~·-·_··.·_.'"':e,'········,""'·:.· .• :s•··,·;.. e· ·r-~m,t. a'a' r"e" •· . . . ~ . ,. : ... "':~ ,. ~ ., . The .'foll'owilig . 13 h~~"Eif iaJ~ii91.'a:tiifa r~V'ilfW. 
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o Prudent:Lal/AARP: R.on Ha,en has btten given lead responsibility in 
worlcing with the Prude11,t,1.~ · Inaur-.nce group plans to per:f'ect coverage 

. for the American A1sociJtio~ of ~tired Persona. Hagen outlines the 
directions be iill. pursui~ · 1xi hi,s. September, 19 82 a:-ticle in the ~ 
·JoUrn.11 .. 

o Center for Health Servicee and ,PoUcy Research, Northwestern University: 
Friedman's groqp ~· a. marketing pr<>jeot .underway, attempting to identity 

• the issues which would intl.uonce acceptance ot insurance coverage 
· bY · the elderly. ~Q"""tion ·from· tl'le project which was designed abo.ut. · 
a year ago should be forthaoming. 

o Beal th Insurance Assoaia Uon ot America: Art Litson (Equitabltt Lite . . · 
Assurance Society ot U.S~) and Purla1ne Lieberman ( HIAA st aft) havl! ··. 
led a task force. looking at the prospects tor market development. 
In an overview to the report preserited by Li.t'son in a program sponsoJ>ed· 
by the Ritter Department ot Geriatrics and Adult Development (see 
llelow), ·he questiomd tl'le merits ot the private sector underwriting 
long term care. Litson raised a number of technical problems ill developi?Jg 
insurance coverages,· i.e., available data, market failures, uninsurable 
risks; and he suggested that firms should look to the next generation· 
of elderly· ( those between 35 and 55) as ttie market segment Which ooulci . 
be insured. The HIA4 Report has received a great deal ot attention. 

o SRI International: Jim Gollub has been spear.heading·SRI's review 
ot Medicare Supplemental Insurance (Medigap) policies. This is a 
ma?'ket and i,t can 'l;,e penetrated. Gollub will be writing on long term 
care insurance iri the upcoming series on LTC by the Beal thcare Finanai.al , . 
Manageaent Association. Gollu·b would like to get f'unding tor his.··.·. 
approach ot building. private and public decision ·teams working to 
develop a better understanding of' aging, long term care and coverages. 

o Mt. Sinai/Rit.ter Depart1J1ent ot Geriatrics and Adult Development:; 
Dr. Butler is most interested iii developing private insurance for:: 
long. term care. As his f'irz,t act as director of' the Mt. Sinai program, 
he put together a .symposium on private insurance coverage. Butler 

. bas floated the idea of putting togetl'ler a Blue Ribbon Panel of leading · 
fiQires to spearhead a development·. task force. This plan might get . · 
.off the ground (I haye been involved in developing this approach). 

o AHCA: The leading n•tiorial orga.r;ization pushing for development of 
an insurance appro~ob has been AHCA~ For the.past two years, key 
members have been ~.:x:changing infor11ation and interacting with the · · 

. players cited in this 15ec.t10n. , Last September, the AHCA Journal tea tured' 
a series on developing private iruiuranotf. In addition to stimulating 
attention to .the need .for broa.dening coverage f'or long term care in 
general,. AHCA llas also devoted attention to part:1al · coverage for special. 
r.equire111.ents, e.g. , tiead injury, spinal cQrd injury. 
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0 1Marke,t,: • , In ,resl)QllSB to ,a,n inquiry from liGF, many o;f' ,the fillm:S 9ited 
'as offerin:g co'veraie sµggeift they will expand their marketi11'g d•ur:Jing 
f~e ¢urreil:t y:ea,r. For in:s ta.nee , the Equi taole plan ,ment±oned above 
b'~ b'e~n adopted by t'his policy. 'l'hJJs, we C'an assum~ that inspite 
6'i: tne Hl:AA rl!po"rt, the mark1:i:t is responding to the growth potentia.l. 

bv;erCcillliilllJ the market failures identified ~bove '11:f.ll require ,tremendous 
'Dibmil'ltUDl 111'1. 1th,i 'aevelopine; or a long term care insurance 'Offering. ' ;ARCA ha:s 
i111ade a. 't1r~e·ndou:s ·:f.rivestment. in stimulating the development ot private financi·ng,. 
T~·l3 ~rt,ort. s11tould dont:Lm.1e with a'tterrtion to' raising the publ.10 1 ,s a:warenes:s 
fi~ 'th;~, 1lii'tt<l :tor lol:l!g term , 'car·e insurance. A3 a f'ira't~ :step in :prov±dilig 'thLs 
,;~aderisb:tlp, )a ''spec:l:a:l. :rm 'Fdrce "O'i~ !long Term care 'should be appointed t'o 1coordimate 
s'ha.tJ, mij!lfb~r'$hi;p. and sta-te ,af"f'ltlia:te aoti vities with dev,eioping the priva.te 
lrisuzia!n~'e 'l!Jar'.ke't. 1We shoula. anticipate :a aignifioant demand upon our t,ec'hni .. a·aJ. 
'r-esou'rd~!s '~o iprovide ill.formation educating t:he public to the ,need f'or long term 
:d'ar'e tniurui¢e 'and we shouJ.dexpect th't our advocacy network •will be calJ:e.d 
{ipo'q t 10 ,pr'ovide the lobbying ;pow'er to stimulate ,appropriate legi'.sla.tive and 
'rt!gulat<>rt 1r'e$ponses. 

Aliio1ng tb.e ta'sks which need to be under.taken are the following: 

o PU:·bric 'awareness: There .is 1a tremendous public information effort 
'1he'E!d'&d to raise 'the aonsoiou.s~ess of the pubUc at large to the .changes 
'which long~r. life will ma'ke to society at large. Emperical studies . 
in(t:foa:t'e. a longer actuar±al U.fespan tor older person's than selr­
ipe1rc'•ived. Tn~Ni is a v1a.es:pread public stereoty;ping of 'the ·eider:I;y 
:'hi.ch :iides not r'e1a:tre t.o ·the a.ge 75+ population. 'l'<here appears .,t,o 
:;-t:i'e ,:a 'significant problem among the elderly and the professionals ,workiI:Jg 
·±n the aging '&nt'erprise ·to accept risky and frail ,l)ehaviors a.s pa·rts 

· "(it 'the 'normal aging ,process •. Beyond our· continued efforts stimulating 
tl:i:e :Adm.iriiatration on Aging and the National Institute on Aging to 
fdcu'l3 on the f't.lll ·Spectrul!l of needs ot an 'aging po.ptilation, 'We might 
wi~h to encourage the 'health promotion and health f'inanc,1ng agerici·es 
'of' theiFederal govermaent to be mdr'e aggressive in educating the public. 
r:d:ki"ise, we 'might encourage the AD Council to devote 'public service 
'announaementa · to expanding public awareness. 

o ::))Qdument1ation arid data: Our homes are the laboratories· fdr 'develop;tng 
±mm-an& policies •. 'Ther'e is ;a ?'great ·need for the nursing hOme industry 
to :;,par'allel tlie 'hospital industry :l.n developing baseline data. S~ple 
l1ata, 'wch u '·the m.li:i:iber ot persons entering as pr1vat:e . pay \and '<converting 
"to 'M$d:1.c~id, is not •read.i:ly <:avai'la:ble •. AHCA can 'encour~e :homes '.to 
'w6rk llwith r'ese'ardliers exploring the development of insura-nce. 'Me 
o:an 111se d.at'a. collected from our members in informing bOth .,the publi"c 
·and ~esearcb 'CCllllJ!Unit:tes to the realities ol:' the market. iwe can dissemi­
nate :i(lata which has been collected from other sources to expand 'general 

'::kriowledg'e about long term care. 
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o Working with insurance companies: · While .uICA has initiated sane liaison 
with the private sector and it has worked ·with SRI and HIAA, there 
is need for additional direct approach with the market. Just letting 
them know that we .exi~t and that we are willing to help with technical 
supper t in their endeavors would be a first step. Certainly, there 
may be a role .for the Service Corporation in developing specific plan 
specifications and :aoliciting companies to bid to provide an expanded 
role in. the market. AARP initially entered the market with Colonial 
Penn in a very limit:.ed offering~ Over time, .the relationship served 
both the carrier and the association. 

o Working with state Medicaid programs and consumer groups: The crisis 
ot funding tor Medicaid has created !l fa11orable enviNnment for providers, 
co.nsumers and payor:3 to stimulate the private market. ABCA should 
encourage its state ~f:filiates to approach both Medicaid officials 
and. repre::1entatives of consumer organizations .to initiate a dialogue 
on the iBsuese One idefi which moves us toward the objective of broadened 
coverage would be to have tbe state. government sanction a committee 
of providers, coru3umers and state officials to stimulate market develop­
ment. AHCA should place the issue of private insurance on its agenda 
for liaison with the Medicaid State Directors and in our cooperative 
initiatives with consumer groupso 

o Stimulating state legislative activities: just as above, the AH.CA 
state af'filiates are a powerful tool to leverage market change. Legis­
lative panels could be encouraged to look at prohibitions in the current 
state regulatory st:ructure which are disincentives to coverage of 
custodial and intermediate care. Restrictions on indemnity policies 
and reserve limitations serve as 111Sjor disincentives. The other area 
which needs to be considered is tbe dovetailing of the Medicaid program 
into the private insurance coverage, Le., beginning the process of 
having the private sector as primary coverage rather than secondary. 
Among .the actions whJch need to be taken are steps to overcome the 
problems of pre-existing conditions limitations, premium supports 
and coverage for those una.'ble to meet the medical screens. 

o Effecting public sector incentives encouraging the purchase of long 
tel"!ll care insurance: . public expenditures. for long term care may be 
appreciably reduced if positive incentives were offered to stimulate 
greater private market coverage. The ideas generated by the AHCA 
Payment Commit tee recommending specific taxation policy changes (a) 
to alter the gross income requirements for dependent care, ( b) to 
modify tbe dependency test, ( c) to remove the disincentives for older 
persons to use their individual retirement accounts (IRA's) and (d) 
to stimulate reverse annunity mortgages unlocking homeowner equity 
need to be advanced. Moreover, AHCA must lobby to ensure that pending 
changes in the federal Internal Revenue Code proposing to place a 
ceiling on insurance protection for health care be structured so as 
not to inhibit the development of a long term care insurance market. 
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Attaolms,mts = 

11 Table 2 frol!l!CF, Private Finagajngor Lons.Term care; current Methods 
and Resources, Interill;l Report to the Assistant Secretary for Planning 
and Evaluation, HHS, June, 1983. 

12 Table 1 from Meiners, The Stat@ of' the Art in Long Term care Insurance, 
National Center for H1;1altb Services Research,· Working Paper, revised 
July, 198:g. 
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