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ASSEMBLYMAN THOMAS H. PATERNITI (Chalrman) May I have your.

"attentlon, please’ I would llke to open thlS publlc hearing. -

‘ Flrst of all, good morning, . ladies .and gentlemen I am
lpleased to welcome all of you to a publlc hearlng conducted by thel

. Assembly Commlttee on Aging. My name is Thomas Paternltl I am

Chalrman of the Commlttee

Before 1 start 1 would llke to take thls opportunlty to a”

hmentlon the names oF the other members on thlS Commlttee. Some  of them;'~i

may try to make it today; if not, at least you will know who they‘are'":' AR

. Anthony Vainieri is our Vice'Chairman.. The other three members aref'
»Dav1d Schwartz, John Bennett, -and Edward Glll.
v ' 1 would also like to mentlon that if you have any wrltten B
'testimony, or if you wish to be ‘placed -on" our w1tness llst, please
contact our staff alde, Norma Welss. - I-am sorry, her name is not WelsSj“
'anymoreg 7it‘ 1s Svedosh She"wasv.Just married, and,.I want tol
. congratulate her. S0 | : f‘
The Assembly. Commlttee on Aglng has spend more than a year
lvtrylng to tackle many - of the health care problems Faced by our senior-

‘c1tlzens 1n New Jersey..

T am sure that you are all ‘aware of “the graying of the.'j”

‘TAmerican 3001ety, and -the graying of New Jersey in particular.
According to the most ‘recent Unlted States Census figures, the 65 and

" over populatlon grew twice as fast as the rest of the populatlon durlng'
the last two decades._l L S o
: The ratlo of elderly to those under 65, . w1ll be one to five

'1n l990, and one to three in 2025. Uverall, those 85 and over are
‘expected to be the fastest. grow1ng part of the older populatlon
Elderly women now outnumber elderly men three to two. Despite an

v1mprovement in the median 1ncome of elderly persons over the last two

' decades, about one out -of - every seven Americans over. the age of 65“'7?'

_11ves 1n proverty Elderly women are almost twice as likely as elderly

: men to be poor, and half of the elderly, widowed black women live 1n;‘l,:

ypoverty. Taklng a look: at New Jersey,,ll.7 percent of  the populatlon ;
in our State is aged 65 or older. By-the year 2000, that figure will -
: grow to 14 5 percent. R o .



et us take a look for a foment at the health status of this

in the llkellhood oF R

o %5 Rave 4t least one chronlc cendatlon.- Elderly persons v131t dectors’

- fiore frequently, ‘are hospltallzed more . often, stay tw”ce as long as
‘ About~f1ve

'*deSplte ef orts to: contaln these costss

Gne way that e vcan try to 3831St ourj\eéhiér ciiiféh :

‘ 1nsurance optlons. To achleve thls goal 1 have. 1ntr0duced a.
”“vqf Teng=term care Aingurance . blllsfln the Assembly-—— A 1130

gh A=1133. Thls package -of blllS establlshes gu1dellnes for

Jong= term care 1neurance for senlor c1tlzens,- Thls 1nsurance'

gried as a supplement'to Me

ﬁﬁkili@d ‘ﬁrﬁ 1ntermedlate‘ care nur31ng F80111t1es. - Beneflts )

”fRevenueiFunds to»sub81dlze the rébate.

- 1 would' llke to ask w1tnesses f oo keep thelr testlmony s

» Anyone w1sh1ng to present wrltten testlmony “For the
ﬂpublic record may ‘do g0

“Bur First w1tness today 15 James Cunn1ngham.~ "



'_JAMES'CUNNINEHAM:~ My namevis'James Cunningham and I'am~President of

; the New'Jersey'Association‘oleealth Care.Facilities,vwhich:represents‘“

‘ some ZOO.nursing homes and residential health-care\facilities across
- the State. L v | | | ' | “‘ N
1'>' Our Assoc1at10n is the State afflllate of" the Amerlcan Health
Care Assoc1at10n whlch several months ago,‘comm1581oned a task force -

to study the issue. of long-term care - 1nsurance. The Task Force, on

~which I ‘serve as a member, has been Vvery ably 3581sted by Laurence _,iﬁ‘f'

v'Lane;‘a member of the American- Health Care Assoc1atlons 'S, staff, whoxdfﬂii»vf

'g has . become an expert in the field of health care’ 1nsurance. Larryfis'

w1th me today, to . help answer any questlons you mlght have.

-1 want to summarlze what our Task Force has learned about

iylong term care insurance; but, first, I want to congratulate this -

' Comm1ttee and 1ts Chalrman, Assemblyman Paternltl; for their 1nterest

";n the ;esue. The Amerlcan Health.Care Association and‘the.New Jersey

ASsociation of Health Care Facilities believe}that‘the'development‘Of_"uf“

v group and 1nd1v1dual long -term care 1nsurance plans is necessary and

,yvtlmely and w111 be of 51gn1f1cant beneflt to citizens and government L

allke._'.'

- Our industry'is extremely concerned about the spiraling costs =

: ‘of long—term care. . Desplte our best efforts to . curb unnecessaryiy

.'expenses, the prov181on of skilled nursing care. 24 hours a day, ‘with a
.7complete array of physical and soc1al support serv1ces, makes. nurslng‘"
:home care an expensive prop031tlon,‘ both for the individuals who
require it and for the. Federal and State budgets whlch help support it

: through the Medlcald and Medlcare Programs.

Half of the individuals currently rece1v1ng long- ~term care"?“i

Z_Q‘serv1ces nat10nw1de ‘have their blllS pald by Medlcald And, I would - e
like to add that in this State it is higher than that; 67 percent are <

"pald by Med1ca1d.» A significant number “of these patlents were forced
to‘fexhaust thelr' prlvate sav1ngs to become eligible for medlcali
”,aselstance.f The attractlveness of long-term care insurance is- that it
would not only help protect a patlent's personal assets, but it could

~also reduce the number of individuals ellglble for Medlcald.

AHCA‘s study has dlsclosed that ~more than 25 insurance e

'companles are experlmentlng w1th pollcles coverlng extended long—term" )




caeeQ Df that number, more than half have made a commltment to expand
their share of the market " S o e

t While the experlmental plans.. vary;v‘ther typlcal oolioy‘”
:prov1dee -an: 1ndemn1ty beneflt of - between $30 to- $60 per dayf'fqr

’coverage:of,skllledvand 1ntermed1ate care services, in. a: nursing home

For'up to: Four years. - Some p011c1es permlt beneficiaries: to substltute

home health. care services as an.. alternatlve to Fac111ty—based care.
'Oheu 1mmedlate questlon vWe~ had was, ’arev such policies:

aﬁﬁordablew Our study: foumnd: that persons ‘aged: 60 to 65 ecan. purchase

eplong ~term care 1nsurance for -less tham $30: per month.‘ While
coverage for an-;ndrvrdu&i,aQOMe.the\ageboﬁ 75 will bermore.expenaive*
’d@taﬁ onﬂ7&heflineamea and;'peaoarces\ of. oider‘ Americane“ 5uggest: ehatn

long-term care - insurance is well within the means: of most senior

B c1t12ens, including those rece1v1ng Soc1al Securlty.

" Perhaps the best known?company offerlng such coverage 15 the

Flreman 's. Fund. leltEd policy coverage is, alse being. offered to some

fw’gwlduale by ‘such well,known.companlea aswPrudentLaL Bankers, life,
“and’ Mutual oﬁ'ﬂMaha,rwhileﬁexgerimentaligroup palipies«a£ﬁ~be1ng§tn;ed.v
by, Blue Cross of Southern Califernia, Blue Cross of Nerth. Dakota, andv
the United Auto WOrkers through a: plan underwrltten by. - Blue Cross oft,°
Mlchlgan. : ' ‘ : o L :
; " The nursing ' home industry is worklng hard to encourage

,governmental and prlvate sector 1nterest in . such- pollcles.' Our Task

force ‘is maklng presentatxone to senior cxtlzens groups, such ‘as. the

Amerlcan Aesoc1atlon ‘of  Retired: Persons, ‘as well as to. assoclatlona,

representlng State Medloaid Directors, State Insurance Comm1331oners,v

“and- prlvate 1neurance companles.‘

We are encouraged: by - the steps this Commlttee has’ taken toj'h'

initiate a. public  discussion among all 1nterested parties. The bllls; v

‘Assemblyman Patern1t1 has 1ntroduced to . requ1re such: coverage in the
State are a good” startlng po;nt 3 v R

We "believe that- pollcles provxdlng much= needed long:termf
.care a331stance to New Jersey re51dents can . be: made. avallable iF>the
1nsurance 1ndustry will ‘join govermment and health care prov1ders in.

'shaplng enabllng leglslatlon and regulatlons.



" 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 Whieh'mayvbe of assistance to your staff.

‘ ~ The First-is'an_overview'ofvthe availability of long-term
f care 'insurance, ~the prOblems facing lits expansion, and - recommended

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

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

insurance. it was prepared for the Federal Department -of Health and'pf{a

- Human Serv1ces _by ICF, Inc., a Washlngton consultlng organlzatlon"

spec1allzlng in pen810n and actuarlal calculatlons. Thls helpful{
report not ‘only prov1des a. detalled analysis = of the income and
resources of the elderly, but it also rev1ews many of the 1nd1v1dual
and group plans currently available.

‘ One side note: Our national staff and also the Task Force I
serve-von, has found when meet;ng with consumer groups that, ,oddly.
‘ endugh, the‘chlldren'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 belng 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 .

thls would supplement it. : :

- MR. CUNNINGHAM: 1 Right‘ They'wouldn't have to divest. They
_could keep thelr houses, and the 1nsurance carrler would be plcklng up'
the payment. ’ ' ' .
C We are not. too sold on. a strict 1ndemn1ty payment with the

‘_bllmltatlons seen in most of them now. We are worklng on something that(f'".

is a little leferent, where they can keep thelr assets, their houses,
and maybe use’ some of thelr avallable income; then the. insurance
bcompany would plck up the rest of the beneflts. _ R
o IF you spread this out, down to ‘age 55, it would cover more
'of a rlsk and it might be more attractlve. Uur staff has‘had meetings
with = Travelers Insurance Company ‘and  with PrUdential ‘InSUrance
| ’Cempany"' In 'fact, I thlnk they .are- meeting agaln tomorrow w1th_
’Travelers. We are trylng to get some of the blgger carriers 1nterested':

Jin thls coverage



. There has been leglslatlon 1ntroduced -~ sinee yoursi was -

‘and plans are belng marketed there  But,,

tro uced << in Kentucky,
'the carrlers there are rather small, and there 13 a rlsk of a small

fr not surv1v1ng. We would rather 1ntere5t the larger 1nsurance'

'"es of the country 1n this plan. T am sure Larry Lane will

on the greatr 1nterest shown “by the Governors' Asggciation =
tly the Governors Assoc1at10n will be co—sponeorlng some oF the
_sfto hopefully ni ve'thls kind pf coverage.

ASSEMBLYMAN PATERNITI. De you Feel ‘that if we started at age

rather than 65 we would have ‘more. people 1nterested 1n the

bprogram° - L i _
. 'MR;"CUNNTNGHKN‘ 1 hthink it would: ihterest the’ insurance
carrlers more, because it would be spread over a greater populatlon at’
age 55.‘ The blggest problem, apparently, will- be the market. ' |
When Larry Lane testlfles before ‘you later, he has an

| 1nformatlonal plece w1th ‘him that we have developed. It is in print -

iy and 1t will be utlllzed all over the country. The blggest Job is.

ing, in conv1nc1ng ‘people of the devastatlon that would ‘hit

t ‘m and haw much they would have to d1vest 1F thls devastatlon ‘should

_ ASSEMBLYMAN PATERNITI. Yes, but thls leglslatlon also states
that 1f they - quallfy for Pharmaceutlcal A331stance, 25 percent ef their -

prem1um’w1ll be plcked up through ‘the ‘use oF ca51n0 revenues Perhaps-
thls w1ll ‘give them - an “incentive to get into “the plana——'even ‘the
people who ‘have ‘a’ ‘very. ‘modest ‘income. _ S 7 v

MR. CUNNINGHAM We are actually very, very'exCited‘about

verage° 1 am “slte you ‘are “all - aware of the condltlon -of the:

1d budget, “hot “only “in’ New Jersey ‘but ‘everywhere ln the country,

“the ‘ieed to flnd other ‘s
“only long—term care, but homevhealth care also.

irees -of funding fpr health care ~—-not l'

‘ The whole isste ‘is’ “to- conv1nceﬂp lple, -and -1 idont - thlnk that
“w1ll ‘be. too " dlfflcult when they ‘are shown how ‘far" they ‘have ‘to divest
bt.elr ‘assets” - déwn ‘to " $lSlU ‘That s probably ‘one ~of the ‘main
i ,rests of the " chlldren, that thelr ‘parents “will not have to dlvest

”lves of ‘their” ‘savings” “dnd -there “will “be” some klnd of meney, or

hing -- maybe even the famlly home - left for the helrs



ASSEMBL YMAN PATERNITI: I know. : Thank you veryvmuch; -
- Before we go -any lfUrther, thls is Assemblyman Gill. I
., mentloned his name earller. “He is.a member of our Commlttee, and he is.
very knowledgeable about the needs of senlor c1t12ens

' Assemblyman Glll7 ' , o

~ ASSEMBLYMAN- GILL Mr. Cunnlngham,’we have been developing a

_ Home Health Care Program w1th1n.the State. I am sure you are probably
fam1llar.w1th‘1t.’ Slx,hundred welfare peoplehare now being trained to

- take care of an equal "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 concept9

, " 7 MR CUNNINGHAM The coverage as I see 1t-—' I usually speak
'";from the long-term care v1ewp01nt ‘but I am also totally knowledgeabled
‘1n the home health care area. Most of the plans are probably written

on an indemnity b331s, as most other pOllCleS are now wrltten., In most. =

"of these other pollc1es, the home health area would be covered.,»lt
- probably would be a great asset "because I understand that one of ‘the
‘blqgest problems ‘Human Services 1s hav1ng with that program =2 in

gettlng it off the ground and.gettlng people into it -- is the co- pay
| vsharegby the person Who is at home.  When they find out that a good

- part of the 1ncome they now have has to be pald out as a co- pay -share

'1n the payment of that home health care, they are not too 1nterested in
part1c1pat1ng in the program. :

If these insurance policies would at least allev1ate thatf

4M_problem, I think the program would take off to a much greater degree; o

’»than it has to date. We don't fear it. _ You know, alternate ‘care -

doesn't. bother the nur51ng homes ‘and " the long ~term care " 1ndustry.
Unless you have a total system that contains enough parts of all of the

system, you w1ll always ‘have a problem.’ It glves us problems, ‘because

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

‘one area of the payment mechanlsm._ So, we don t fear home health: care.

‘ We do feel that moet 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'87byears old, and they have multiple ailments; andc,}
that‘type,of'thing. " So, the Home‘Health-Program is nEeded; becausehj



- Wrd

é,iot df’péobbe7wili_be*serve&~byuthétzbﬁegpamgwho]need sér?ice oW

L In bther words, ybUQ pgdgrem ‘is  aimed

No, thls’would 1nclude both, butrit eie0'

: OF nur51ng hemes,vwhere someone must 1nﬁ

¥ hey _
thelr assets because they would: not. be g01ng o Medlcald; ~

mbe no: 1mp0ver13hment.‘ They would not have to dlvest

m‘,éance weuld be paylng for: their care, and n-t Medlcal 5
ASSEMBL‘]

GILL Insunance would then pay up to $25 UDD per"‘
i CMR: CUNNI GHAM'~ It déﬁehde.v It depends on how: the pollcy ig’
’:: Many of_them’are now: ertten as an 1ndemn1ty. AFor 1nstance,ﬂ'

,,FlremaftegFund pays‘$30

;- out se that[zthey would, pay 1nstead of it - belng an 1ndemn1ty—type*

That would be the beauty oF thls,'whxle 1b

"day For four years IF 1t could: be workedf;~



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

ASSEMBLYMANVPATERNITI: These are some of the figures they,'“’ |

_ gave us,_ They gaye us*a,breakdown on what .the cost would be, whether
- it was $35,'$50,1or'$70. They also gave us the ages’of 65, 70, 75, or
80. E | S IS P
MR. CUNNINGHAM nght.‘ I think when Larry Lane speaks—~‘ I

"am SOLTY  you d1dn t -put him on rlght after us, because his - is a

follow-up to our statement. He is the staff person to our Commlttee f]<”

He . has been worklng on thls for I don't know _how. many years already.i‘

He wasborlglnally with the Amerlcan Association of Non—Proflt Homes " for 5:””

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
‘opportunlty for them to market this program -- you know, the program is

gettlng that much interest.

~He will be able to dlrectly relate to all the varylng :?t S

‘research. - You w1ll find that as his paper develops, he relates to all -/

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

’ witthravelers,-with Prudential, and with HIA - which is the insurance il

' .grOOp that will be able to say whether the latest data agrees with or

- refutes this. 1 would rather he deal with the research prOJectS, ,‘f';hﬁ;wF

' ~because he has dealt with them.

ASSEMBLYMAN PATERNITI: ‘Okay.  Thank you very much.
| The next w1tness on our list is Jean Kramer. Jean is With
the Home Health Agency Assembly of New Jersey. |
JEAN KRAMER. Good morning, Assemblyman Patern1t1 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 Ekecutive_

Director of the Home Health Agency Assembly. ~And, in the audience we

" -have some of the other members of our organization,’ Marly Auerback and

iMarletta Taylor, who w1ll also be avallable for questlonlng at the end-

of our testimony.

The Home Health. Agency Assembly of New Jersey represents more - - ol

bthan' fifty licensed _and certified home ~health ~agencies, . serv1ng
‘oitiiens of all ages throUghout'NewHJersey. We applaud Assemblyman
Paterniti for . introducing Assembly Bills 1130 throughill}B." Fortmany
' elderly ln our State,'the catastrophically high'eXpehse of long-term



"5‘ dll;mma which Assemblyman Pate:

Gnly

"Qr such care for the very poor., It is thlS

,_cald pr0v1des coverage

,latlon addresses.

progtam: was deelgned, about twenty YEars.

agm, Lt focused on, acute 1-‘ness. : Slnce that tlme, our elderly

'pepu’ﬁtlan has 1ncre jedy due. - im.; part to 1mpr0ved health care. undep

M' & Concurrently, these 1ndlv1duals are -more, llkely to have oneg‘

com flons_ for which they may. need medlcal

or more‘ chronlc hea

”_nce, but for whl‘thhey have. no 1nsurance coverage.. Assemblyman

_Patern1t1 s bills call for the. perate 1nsurance 1ndustry to prov1des

“Medlgap" c0verage. It calls, for. insurance for long-term health. care

needs which, derlve from chronLc condltlons and whlch are. not covered by

v Medlcare.

Home health agen01es have for many. years been. providing. home

‘ c‘re to patlents in, their homes and communltles.- Long—term care has. .

charge, and the case is, managed by a nurse.i An. assessment is. made by,

A home health aide makes frequent

ment,'where one is avallable. At the

edgunder the: Medlcald program 81nce l97h. Let me describe

erm care. works atvhome. The patlent ‘is. under phy31c1an s.

ially tallored package of serv1ces appreprlate

s to menltor the patlent s condition,

Gy, the agency. cap




limited scale, for those whotqualify for the Medicaid Community Care:-A'n
;’Waiver. A few communities prov1de small amounts of United Way or

1‘,public monles, for a very limited amount of time, to those unable to .,ek';

p:é)’ . ,
: While a small percentage of the ‘aging populatlon may have to

':qtenter a- nurelng home because of a debllltatlng health condltlon, our.

,,}experlence shows. that many of these people could remain at home,_and

‘ [pthatvsuch~home care is cost effectiye. Insurance coverage ought to be

. ayailable “under private plans. At the ~preeent time, - home ~care - ft

’greimbursed undermpriyate 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-uee of'nurses'and;home health aides is

. more cost effectlve. ‘Nursing homes,  of course, use an - appropriate

'dcombrnatlon of R.N.'s and aides. Indeed, if all ‘patient care were attrf‘

the R.N. 'level in nursing homes, costs would be astronomical. The same
5‘loglc applles to long- ~term care in .the home. |

f . We ‘are .pleased that Aesemblyman Patern1t1 s 'legislatiOn
offers the home health care option. for long—term care. We urgevthat
dthe leglslatlon spec1fy that certlfred and licensed -home health

agenc1es provide the home care. This ‘would ~follow Blue Crossrﬂfvi

private insurance pollces. These: certlfled and licensed agencies have

great expertise in managlng ‘the services required by patients, as well

as’ the source of payment for their patlente' care.

~The proposed legislation is designed to cover situations not-

>covered by - Medlcare. Under the Federal TEFRA leglslatlon, 1f,‘a

V-Medlcare-ellglble patient has private 1nsurance, for which there. is ;;";;
w’coverage duplicative oF Medicare, the prlvate 1nsurer becomes the flrst;'
ﬂppayer. g This should’ be avoided.  Hence, any long-term care prlvateb

L
b
'

[

‘“f'requ1rements, as well as New Jersey statute requ1rements, for new

- inéurance_ for. those over 65 muetA‘not duplicate Medicare; but »berw

‘guarantee Medicare reimbursement when needed, while - assuring -the
A‘f-_contlnu1ty of care’ and payment for the patlent's long=term needs ' -
~The Home - Health Agency Assembly strongly supports - the,basic rﬁ*fl

. concept of  this- legislation. = We have some specific comments about

f;vcertaln sections of the bill, which we are submlttlng for dlscu5510n“

b'w1th your staff. These points 1nclude°

o

'e1f‘arranged‘eo that patients' benefits can be switched back and forth, to ,'ia



¢ our suppott, and we offer. our




I thlnk that common sense would say. that the very low

..ellglblllty for Medicaid in this . State, without a medically-needy
~ program, probably would mean that most of the eligible people would not
.purchase prlvate 1nsurance, therefore, thlS would not necessarlly cover
‘them. - But, that 1s a personal Judgment. - S ’

| | ASSEMBLYMAN GILL: I apprec1ate that. I guess what trdubles
me a 11ttle bit 1s one of the problems we have experlenced with the

’-Commlttee of the Aging- Study, and- that is, there is a large sector of-'

',our aglng populatlon who probably have. to enter a nursing home -- or""i'

they certalnly have to receive home health care at “home. They can't.

enter a nursing home_because‘they don't have the:neeessary funds to buy"‘fifrV

the _private—sectbr ‘contract, and they 1can't"use2 their Medicare for
“that, beeause'it'isn't enough. Lot DT
© MS. LIVENGOOD: Yes. | |
- ASSEMBLYMAN GILL: . That is a‘gap which we don't seem to be
’able to address. How do you see that7 How - can we address that7 . ‘
MS. LIVENGOOD‘ I think that the gap that ex1sts now-- The_
largest gap is- for any : leng-term care.‘»That_ls the largest gap that‘
~the elderly have}gto address. ~There> is no coverage for basic home
health :long term: care,' and there is no coverage for nursing home

care. That is what is so exciting about this bill.

~In the Medicaid population, home care is offered to those- who o }ﬁd
- have -- is it $340?

ASSEMBLYMAN PATERNITI: It is $322.
©MS. LIVENGOOD: $3227 o
.ASSEMBLYMAN PATERNITI: I think it is under $322. e
; 'MS. LIVENGOOD: Yes, that is a very low income. Anyone with
an -income of $322 a month, Ibhave-to repeat, will have a'real problem‘
‘purchasing’ such insuranCe. 1 “think coverage “for the very poor. is »

always going to be a Medlcald respon31b111ty. ‘I don't see. private i
insurance belng able to cover the very poor' I think that 1s a State,.f'

) respon31b111ty ,
I thlnk the gap would occur when prlvate 1nsurance became-
unaf fordable -and Medlca1d dld not take over -- and where that would be,‘

T can't_tell you- ‘at thlS time. Somewhere in there, we w1ll probably

have a gap. 1 just can't tell you the numbers involved nor the income .

ianlVed, because we don't have speci fic policies'to'talkvabaut.
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! -ds 1 said. they have to make under“
'$322 and they also have to have less than7$1500 1n assets ‘Wlth the "

) saV;3$5UBVGr %ﬁﬁﬂ ”":1 First - $322 is covered however, any - money‘they
get over and abovie that, ‘they ‘have to pay. So, if ‘a person ‘has $600 ‘or

1ncome @ ‘month ‘ard ‘they have to pay rent buy food Jand pay for
e lothlng,,they are in *eal trotble. 3 e

" MS. LIVENGOOD: ‘Absolutely.. | S
ASSEMBLYMAN PATERNITI: In fact, I passed a resolution asking

'"?Margarét Heékler tovcofreét fhﬁt‘&heqUity‘on“the Federal level, because

dthese people—— It would even make it difficult for the State ‘to

provide any help w1th this program, the way ‘it is right now.
’ This partlcular type of leglslatlon is really geared to- a

’husband and w1fe who‘have w0rked ‘all ‘their lives; have a llttle home,
nfhave a llttle bit of money 1n “the bank, and ‘one oF them becomes 411

x:They are golng “to be w1ped out If they buy 1nto “this: plan, they are

dt least not 901ng ‘to have to tap into ‘their resources. . At least‘they

‘Wlll have some klnd ‘of securlty, they will not be wiped out. »
It is fore or less the Teally productlve people in. our
’3001ety —-.those wWho _ have worked _very hard and- have ‘made thlS country‘
-~ whe are- belng penallzed. The,sad partrof it. is, if these people
have worked all thelr llves ahd'they put éWayfmbney, saylng "Gee We
'are golng to be comfortable"’—— God forbid they “get 31ck. They dre at.
r 80"

'de“ree turnabout, Those are the. types of people who -are in trouble

"advantage because the whole spectrum turns around. It makes a

: now, 31mply because they tried to prov1de for their golden years.
LIVENGOOD Well, I thlnk that 38 what is ‘So exc1t1ng_
about ‘this leglslatlon. B ' : ‘ :

We have just coiie back from Washlngton, and we took the same

message to Ms.'Hecklerg and. to the Congresslohal Delegation from New

- Jersey. I 'kfh""o?w the "C-ommi"ssi'oﬁ?e“r‘ is also. talking to the Delegation down

there, because 1t is an 1mp0331b1e restrlctlon. The program“ waﬁft
work Here the Governor 1is all set, and the Federal waiver won t let

. it take place. .




ASSEMBLYMAN PATERNITI: ‘The cost, in years”t’o come, because

the populatlon is 1ncre351ng S0 dramatlcally, will be astronomlcal. We

have to come up ‘with somethlng to offset Federal and State Fundlng.‘ We -{fl

“have - to flnd ‘some 1ncent1ve 1n order to get the private sector

'i'1nterested 1n thls

MSL LIVENGOOD' Yes. There has to be an opportunlty For'
,someone to help himself or herself. Right now,tthere_ls_no opportunlty’

ifor people to help themselves.

’ ASSEMBLYMAN PATERNITI: Do you see thls Home Health Care :

‘Program as somewhat 51m11ar to the 1nsurance programs that have been 3&7"

~offered by AARP, the Amerlcan Leglon, and  the Veterans of Forelgn '

" -Wars; wh1ch, in effect, say 1f one pays S0 much per month at a certaln'”

age, he or. she is: assured of a bed and certain medlcal care for weeks AN

and. weeks and weeks'7 Do you see that as being similar to this?
. MS. LIVENGOOD. I th1nk thlS would be a supplement to. that;

I th1nk thlS blll would offer 1nsurance for a greater perlod oF time

:than is offered now under AARP for home health care. Because, '”M;

~generally speaking, anythlng under prlvate insurance’ for home’ healthk" .

,care is most often for - acute care, not for long—term care.‘
ASSEMBLYMAN GILL: Hospltallzat10n7 ,
MS. LIVENGDDD No, for acute care at home - two, three, or

four weeks. It is the exceptlonal policy that offers anythlng more

‘Ilfthan that. There are some. I have Frlends who were able to get-it.

'It is-a very exceptlonal pollcy that their employer took- out whlle they

'7L,were worklng for him; that is “how they got the beneflt.

‘Right - now, the optlon for . any 1nd1v1dual to purchase a

'cost—effectlve program, such as- the one: we “have described whlch uses

'»the home health alde 1n conJunctlon w1th nur81ng, is practlcally zero.

. That is where you are going to get your best cost sav1ngs, through the
USe of the home health aide in" conJunctlon w1th nursing. = 5o, nursing
; care 1sn't 1n there as much; it 13 used to superv1se the patient. -
b ASSEMBLYMAN PATERNITI: Thank you ‘very. much. Are there anyb
lfurther quest10ns7 (no reSponse) ‘Thank you _ ‘ ‘ ‘
~The next w1tness I -would like to call upon is Edw1n Soeflng

»from the Health Insurance Assoclatlon
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m . Care'» The Challenge.to S0

: thought 1 mlght glve ‘a copy of it to you. If “we 'can be ‘of ‘any. help to
"you, we would - llke to aselst you.bj:a‘*‘ i ,,.‘;n

ASSEMBLYMAN GILL: Dld you bring more than one copy7

‘MR SDEFFING 1 have @n extra one for you. 1 was only-abTe

»al of those before leavlng the offlce last nlght but if
ff.would,llke:to

'nyT Commlttee needs more, and the counsel for your s‘
ﬁwrlte to ‘me, I would be happy to send more to you. ‘
I de not’ want ‘to take a lot of ‘your tlme, but 1 would Tike to

JUSt break down some of . the p01nts that are made in this booklet, ‘and

some ‘of the thlngs we feel about’ the concept in general, and ‘this blll

One of the problems lS w1th how you deflne long =term ‘cares..

te nursing,

I won‘t ‘o 1nto that i Pength ‘bt ‘my
e who thls s golng to ~affects - how 1t i5
So,

we -have to “be: ‘very

If ‘he. comes out

”f“urance Comm1381oner.
if ‘he differs v

blems. S0,

. the 1ntenb of the Commlttee, we: could ‘have ‘some

ik we: neeo to. defiines. 1n terms of long~term. care,.

‘whiat wexame really talklng about.

I think it



.The second point I want to make is the cost.' Assuming we -

vwant to do this -- and perhaps we do -~ then how are we going toinh

‘flnance 1t7, This is really, as I see it -- and as I think our 1ndustryp L

would see it -= partly a public service need, and we are. not sure we .

are‘equlpped financially to handle ‘it, or to underwrlte 1t,._We would

like to see a combination of public and private-sector money used to L

finance such a program, if, indeed, such leglslatlon were - to pass.

And,: agaln, if you look at the booklet, it addresses certaln points on-),;lﬁ.lf

“that whlch I think will help you. o
‘ F1nally, I want to make a couple of other short p01nts."I“
",thlnk the. way the blll is drafted will encourage adverse selection.

Thatils, the people who mosthneedlltuwlllruse it, and the people who do o

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 to get it because the prlce w1ll be so
- high they will not be able to afford 1t. '

I llked some of the prev1ous testlmony, and I was impressed ‘,'zr‘

by one other person who sald the way his' program works 1s that a

'vphy31c1an is in charge, and a nurse supervises the program. It sounded

“to me as, though that was a rather organlzed, superv1sed, and well-s }fﬂ

nthought-out program. But there is noth1ng in this bill that would, as ‘fQ'“

I‘said, urge the Commissioner it should be developed that ~way: - That

~there be a certaln set of controls, or an organlzed Fashlon of deallng," .

"w1th things. ‘That concerns us.

I th1nk that pretty much emph351zes my main p01nts As I
sald, 1t 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
"questlons ‘you may. have. e B v o :
~ASSEMBLYMAN PATERNITI ,.Okay. .~ When _SOmebody' takes out

' i,regular hospltallzatlon -~ Major Medical = do you have certain

: guldellnes set up that we don' t have in th1s blll7‘;Are you saying
xthat7 ‘ A ‘

’ “MR. SUE_F.F-I NG: No. , |

7‘ _ - ASSEMBLYMAN PATERNITl:r For example, I have people who work
in ‘myA‘ofFice' and they belong to a group plan. I pay their

'hospitaliation.ijhey are under 65; they are in their'ZO's,-BQ's, andffvi?,
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; ‘TT@ut $BDU and some edd
tfwould that come te?.

I"‘r

‘or has a stroke, he or she ‘can stay in a nursing

aomeone be(omes '

paralyz d;

If there is a

“urses, yeu are Stlll plcklng up the cost

; You have 1t set for no mere than :

All rlght.» WelL I thlnk I would llke ‘to

ébrlng in ‘soie exp‘?ts‘w1th ‘iie ‘to answar ‘your questlons. 1 w111 answer*

‘them ‘48 best T can;‘ 1 am. golng to be ‘Honest “and Frank w1th you, but,'
a ‘same tlme, I want to ‘be - able to admlt that what I don't know, T:‘

1nsurance ‘eongept. 1 -‘vrunaé?’rs‘fttﬂa‘nd ‘there ‘are ‘certain things ‘in ‘there ‘that -
:you are 1nclud1ng.f o P v <
ASSEMBLYMAN 'PATERNITI:  This would 'be ‘more ‘or less ‘a group

‘plén, ‘basically.

| :-ou would be ge-uxng people oF all ages, aﬁd’thea
*older W1ll Be - paylng ‘more - and the younger will ‘be ! paylng less ; .
MR SBEFFING ks thlnk.ymu have made ‘@’ lot of assumptlons}~

ASSEMBLYMAN 'PATERNITI: Well Birst oF fall; do you Fesl -




' ASSEMBLYMAN PATERNITI: T know, that's‘why we are looking'fof
',some 1nput Maybe we have ‘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 ,_,ﬁf"

year,vetc, ;That's\why we have these publie hearings.‘lwe‘Wantvinput,_'

dWeywant'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

‘t; elderly; It is somethlng that we really need. . _ .
o MR, SOEFFING: I understand your questlon Far'from’being‘t
‘~cheap,. 1 th1nk the Task Force .of our organlzatlon, who came'up.withv
' fthis,ideflned long-care serv;ces. Let ‘me Just run dbwn‘this quiekiy:

They would include homemaker services; chore services; social services;

- health-related services; and skilled Seryiees, including"not"onlyh<in

tskllled nurses, but - phy31cal and speech theraplsts. 5So,'that is not
“‘where the argument is. ‘

’ I think what I am telllng you is,!if we want to do it, let s
',fdo 1t rlght. That s what we are saylng. I think the argument is, how:

~are you ‘going to underwrlte 1t, and how are we golng to be able to

provide a quality service ‘at a lower cost, or at a reasonable cost -- V7"

if you want _to putwlt that way? How are we going to keep costs down so
‘:fthey'don't skyrocket'because people misuse the program, or because. it
~hasn't been well thought out7 That iS‘aIl I am'enCOuragingvyou to
think about. - | S
| » ASSEMBLYMAN GILL. Are you saylng 1f we. do 1t rlght it wi11
;cost too much -= it w1ll be too expenslve'7 |
N “MR. SOEFFING To be quite honest, that may happen. As 1.
3;sald, that is why--. ‘I am not trying to be begged but T would want tol'
see the blll ‘and see how 1t ‘would work. I would want to have an

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

Just  to give you an idea, we testified here on health = ' -

'binsurance for the unemployed, and 1 brought anaactuary‘With me. He
'vfmade some very 31gn1f1cant suggeStions, which were very well liked by.’:
the commlttee holdlng the hearlng, and they wrote a blll on' that basis.

I am saying that if you do this, what ‘you may run 1nto is the '
',other side of the c01n, which 1s what Medlcare has - run into. You "

know, it was a very fine program, but the cost: JUSt skyrocketed, and_'-')
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_v this, some people mayfaveilvthemseives of,it; and- some may not. I
Vguess that :implies a. poseibly that the older people would be more
interested in‘it:than the younger people_wquld.be. Of course, that has
always been’ the case.: : v v
We are a Commlttee on Aging. We .are biased fowards'programs
which address the-aglng. If you are saying the bills, as introduced by
Assemblyman Paterniti, are biased towards the aging, that is not bad.
That is not all bad. . | 3
“MR. SOEFFING Weli, I am'not:sure. I am certainly not here -
 to be argumentatlve. : _ , o |
| ASSEMBL YMAN GILL And, ‘we are not here to solVe all pfoblemS"
for ail people. ‘ - -
| ; MR. SOEFFING: 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
chandy, . 1 hope you don't have too much bias toward the aglng, because in
addition  to representlng the Health Insurance Assoc1at10n, I also
happen to be a citizen of New. Jersey. I llve here. So, I would like
to hope that we aren't Just doing something to be blased, or just to do
-«it, -but: that we are.doing something which is going to be good for all
the citizens of New Jereey. Certainly, we want to do something for the
paging citizens. 1 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 I'want to see them taken care of in'a'properwway, and they
- are. ‘ | |
At the same time, it is my impression thaf toe many of these

progreme are just kthrown’ together. without any thought. What I am

, saying,is, we ought to take one step back so we can take two stepsh s

forward. = We 0ught’to think about some of these eoncepts. How are we
goihg‘to-finance it?  How are we.goihg tohdefiné what we are going to
provide? And then,. how are we going to provide it in the most :
cost-effective, efficient, andhdeceht manner to ‘these people? Then,
let's go ahead end do it, if we want to do it.

T i'TO‘the'extent we can help you;‘we‘will bring in people who
Will help to answer your questions and move'ypu along the road. I am -
offering to do that. » o . ,

| ~ ASSEMBLYMAN PATERNITI: ~ All right. Thank you very much. Are
there any other questions? (no questions) '
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that the Amerlcan

. S es 1s an lnsurable
:rlsk Thls perspectlve is sha;ed by a number of companles underwrltlng ;"

vrthe cost of such serv1ces,‘

‘Care F1nanc1ng Admlnlstratlon in ﬁﬁe Department of HeA ;h? epq Humen 7

‘Serv1ces.

No longer 1s the 1ssue "Shouldft_ere be- prlvate long—term

“acare 1nsurance7"'>9&“fm

xed that 1 haye‘a wrltten statement.; It:eufmerizee

ordable 1t 1s adequate,blnv

*19 expandlng , : ;
‘ With respect to the F
7'bef0re the Assembly, I hay

‘awrltten text. After A rev1ewed the pleces of leglelatlon,'ln a eectlon_

“ﬁleld, and aLso from the_ebservatlons of the ASSOCLatlon.,bEbege~ege,e“i

He lth Caree:~~‘

by the academlc o fmunlty, and by the Healthv“,‘



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
'7an‘“insurer 's standpoint, want ~to have ' the opportunlty ‘to cancel
;somebody who 1sn 't paying the pollcy. -

At the same tlme, I might p01nt out- that a couple of “the

pollc1es -on’ the market  -=: Unlted Equ1table, and, I belleve, Fireman's

Fund -- do have prov181ons for 1nd1v1duals who are in an institutional BERGR

'settlng After """ number oF days of coverage beneflts, they do not

“have to pay. for thelr pollcy. »So, you may‘want to look at that»type.of f‘f??; |

'"prov131on.¢

Sectlon 4 (c), the use of the Medicare supplemental pollcyf;

hlanguage, might create ‘some problems with- the mlnlmum Federal standard- e

for a Medlcare supplement.» Therefore, I would encourage you not to .‘f;f e

obfuscate your 1ntent a little b1t _more by saylng it is 1ntended to be
'f~.secondary to coverage prov1ded by the Medlcare Program.»
' L Increasxngly, a body of" llterature that glves meanlng to the
’term Medlcare supplement makes you fall into a problem w1th the
»leglslatlon because of Federal mandate. and Federal regulatlon.

“Four (c), the prlor hospltallzatlon requ1rement - that is an

area - that. 1ncrea31ngly leads one to- sense that = the prlor"';“5

hoepltallzatlon as a gatekeeper may be a problem, in 'terms of cost’

coneequence.\ You are, .in fact, stimulating ~-- and there is a constant’

" debate going on rlght now around the Medlcare program -= as to whether o ;

the. skllled nur31ng beneflt should be" trlggered by a hospltal stay.y

‘There. hae been‘a body_of research,done, some of it 1nconclus1ve, but

Hincreasingly‘ showing”‘that‘ prior hospitalization is not a‘.neCeesaryn_v"\

. .component, particularly for. skilled. care.

 Alsoy I would JUSt comment on a’ technlcallty. You used the»
term unllmlted coverage, even though in a later eubsectlon you use the‘.
5term limit oF contract days. It may be unclear as’ to whether you are
_coverlng more than “the length of the. contract in that partlcular

-prov151on.i o .
What is m1531ng from that 1list, and it iskreferenced in thek'\
'broad guldellnes for pollcy development that we are looklng at, relatesga
"to utilization control. -And, the gentleman from HIAA JUSt referenced

1that,'1 believe.J There 1s a valld concern here that utlllzatlon may be’
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‘:iﬁdyﬁﬁd‘ if there :ia“a payment formula,: Or a payment prov131onv'

the same problem the State has addressed 1n 1ts Medicaid Program for

B ingtitutional care -- has. trlggered a mechanlsm regardlng a utlllzat1on

u;rev1ew program.t; A . fair amount of work has been done on gerlatrlc;
vassessment 1nstruments that are useful because they ‘not only. measure
the- medlcal needs of an 1nd1v1dual, but they also measure the’ so01al,'

:env1ronmental, and economlc factors that make: placement ina lonq{termc

se tlng the most appropr te, or they trigger- a home: care‘v

pvention w1th1n an 1nd1v, al's home, ‘So; I would comment your
,5ent10n to that utlllzatlon control _ : . |
Sectlon 51x ‘of the blll, contalns ar broad grant for the State

. Insurance Comm1581oner to come up with loss ratlos ‘As a strong

advocate for the expanslon of thlS market I believe. that a fair amount
of deference may have to. be -given to: the Lnsurance 1ndustry regardlng
what they percelve as a hlgh rlsk, llmlted data area. Therefore, I
: would call to. your attentlon the need. to work very carefully when
glv1ng 8 grant of authorlty, 80 that the loss ratlos deflned here are
_not too. rigidly deflned, and are not based" strlctly on experlences in

lable.. Therefore, deterrlng that utlllzatlon rev1ew~—— whlch 1s',j’

either accidental, health or’ auto—type pollc1es, where one: has to go<k,

,to a oulja board to. come up with. some pretty spec1flc flgures.

e - We. are really talklng about a, developmental ‘type pollcy,.

u.Wb@E&»}a. falr amount of flexlblllty may be. given,, ahd. where,' '

mterestlnoly enough,, to;u,r-‘.mpat positive development may. be ;l.‘i;o:kihg;., the _,

-;health'benefit ~type policy ‘with an. - annuity, cash: payout typef policy.;

- An. 1nd1v1dual could then accrue credlt by comblnlng what has been done -
on: the llfe 1nsurance s1de w1th what has.. tradltlonally been health
"care . ' Sl ' ,

Our - Assoc1atlon has beenplooklng at thlS, and we. see thls as

-;probably one of the mest: "pos developments in. the HIAA Report

Hea‘th Insurance of Amerlca has. said: - "It is a fea51ble area. for
_development," We thlnk there is, need for a. publlc debate- concernlngj-
 that development. : R ‘
One of the stralt Jackets that could stlfle that debate would"

be impesing loss ratlos that make it very dlfflcult to. underwrlte thlS‘fi

‘ e%pandlpg_area,_ I do bel1eve 1t 1s valld that questlons be asked, and
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for all’ of the concerned parties to .give you their comments.
Certainly, there should be a series of questions that deal with what
what 1is ‘actuarially possible. and not  possible. Our Association .

provided the actuarial work for Kentucky for a similar piece of

legislation that was considered there on a group plan basis. bThrough : =

the services of a "think-tank" group, ICF, which is the subcontractor
‘to the Office of Planning and Evaluation in this area, we were able to
come up with some basic answers.
We have also worked with Mark Mynor and Gordon Trapp in a
study which the National Center for Health Care Research has put out,
in which there ére sohe actuarial formulas provided. We find that
insurance companiés-aré»increasingly willing to learn from us about
aging, and we are leafning,from them about finance. So, that may be
the best of all worlds. |
| I have just one final comment, if I may, on Bill No. 1133,
the group plan coverage provision. That, of the three pieces‘ of
legislation, may be your best opportunity to relax the stipulation of
age 65 for coverage. The legislation,whiéh was introduced in Kentucky
did make it through Committee; however, it caused a great deal of
"heartburn" among those who didn't think it would make it out of
Committee, but they we were able to find a rule to keep that from
happening. - It was group plan coverage thét poihted out there are about
~two million, one hundred thousand ihdividuals who have group plan
coverage in the State of Kentuckey. Only 16,000 of that number are
over 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 1arger pool of 50 and above, those who have this
coverage because of employee negotiations of recént years, brobably
will carry that coverage into retirement. You are, in fact, looking
ten years shead and saying, that is the year we may not have to worry
about eventually spending down and bécoming eligible for Medicaid. So,
‘that is a provision fhat needs to. be looked at. o
I would just commend you for yoﬁr effort. New Jersey is one
of four states I know of that has even give this subject any
_attention.  Kentucky, as I said, had,hearings in the latter part of

March, on legislation similar to this. I undefstand there is
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,bllsh a Study Commlselon. f‘Amd; ihl

ATWas leglslatlon establlshed for a.

‘bitC'fdebeteg‘~Whichm is. cailed hﬁorv by the
is very fruitful. The time “'ishow,
~~publlc spendlng for long—term care, if

te'market, we wWwill face the questlon of

ng nm capac1ty fer 'serv1ce,‘ or a. llmlted capac1ty for service..

,;byshare of the elderly that we can

g ,:rd thelr “future ‘needs.r ~And, there are wyery

“ngkthe welderly who are aged 55 t. 65,

gt they ‘are aware of 10ng-berm care ‘need in the Future., That 13} 

f‘ﬁﬂy ‘of them have expermenced the>"pauperlzat19n" Mth‘;@QmBSF

I Ed»one theeughnthegpnoeess_gf the‘pfesent care

Thak ‘you for ‘your ‘attention. We 'stand ‘to .work with .you.

“Cunningham, ‘we Jare ‘available -as ia ﬁneaeunee it this

NIT ‘*?Tr‘hénk v=y6u »-vériy »zmuc'h -
. “Edward

Good mornlng,»

Edward S, Campell,

an. Optometrlst from.

’ewperlenced by our senlora:}-ﬁw_.

"o infam You of the current ‘and: potentlal vision: ‘care ; al_ rnatives  fo

our senlor cltlzens here g’ New Jersey.

Mr. Chalrman and members of the‘”"



‘television, playing card, sewing, and other  such ‘ activities
increasingly;occupy fhe time of our senior citizens. = Indeed, vision
care has consistenfly ranked among the highest priorities for our»
senior citizens, as determined by the Whlte House Council -on Aging.

Yet there is currently no mechanism in place to prov1de our -
‘senior cltlzens with routine vision care and eyeglasses, and  no
“mechanism to assist ‘our senior ‘citizens -in meeting the expenses k

" associated with routine vision care.

A curious situation has, in fact developed. Vision care and
eyeglasees are covered,under‘Med;care'only when the senior citizen has
a medical complaint, or a well—develqbed medical problem. In fact, in
terms of routine  vision care, the best financial alternative for‘»e
senior citizen is to be afflicted with cataracts. Medicare covers the
cataract removal operation and routine office visits thereafter -- at
no cost to the sehiqr citizen, other than the normal deductibles for
medical care. ;‘ - v‘ e o

Routlne vision care and a correct, up-to-date prescription
for eyeglasses, can frequently dramatically improve a senior's Vision,
as well as providing the opportunity for early diagnosis and treatment
of relatively common eye diseasesi of the eiderly,' such . as retinal
degeheration and diebetic‘retinopathy, which are the leading cause of
blindness, ahd glaucoma.. Early detection and treatment of disease is
the most critical factor in the prevention of blindness. | :

A " Members of the Committee,f‘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

financial coverage under Medicare. We must recognize that preventive
- health care is a most 1mportant aspect of cost—contalnment in health
,care, an aspect. that is sorely lacking in the vision care needs of our
- senior citizens. ‘ ‘

_ We here in New Jersey have a unique opportunity to address
this importent quality of life issue for our senior citizens. During
the last session  of fthe Legislature, Sehator Kennedy of Monmouth
County, introduced a bill, Senate 3088, providihg for the establishment
of the Eyecare Assistance to the Aged. and Disabled Program, to be
fdnded,by cesino revenues. | J

%@W fzﬁg Wﬁ@g
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optometrists, would deliver the care. It seems to me that this would
fit very well into the: overall pfogram of long-term health care, home
health care, as well as cost and payment for some of these programs. '

v 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 senile degeneration, 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 bapn.f_The eeniof citizen goee through life, and.
when there is a praoblem, when there is a serious complaint, when the
senior citizen wakes up with dizziness, orvwith-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-effectlvely addressed with an early detection, early'diagnoeis,t-vh:

and early treatment program.

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

1ooklat the front end, as well as the long-term end.
ASSEMBLYMAN PATERNITi: Thank you Very much.
MR. GRIMM: Thank you. o _
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 Committee 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 comlng Naturaliyt
we will address the input. I think it will be very helpful in

establishing a good piece of legislation. Thank you very much.
-Thie‘hearing is now adjourned.

(Hearing Concluded)
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HOME HEALTH AGENCY ASSEMBLY OF NEW JERSEY, INC.
760 Alexander Road CN-1 ¢ Princeton, New Jersey 08540

Center for H‘ealth Affairs
©(609) 452-9280

Proposed Changes in A1130-1133
Thursday, April 12, 1984
State House, Trenton, NJ

| 1. Nursing care. _
' Page 1, section 1. d, 11ne 16: the word nurs1ng shou1d be changed
"1ong term." In the home hea1th setting, as in nurs1ng homes, the |

services of nurses and home health. aides are more cost effect1ve and more-
appropriate than just nursing. Th1s change in language would then be
more consistent with the thrust and Tanguage of the rest of the bill.

2. Requiring prior hospita]ization;

Page 2, section 4. d, lines 15 and 16: the 1angnage'is ambiguous asv"”
" to whether home health care must be preceded by ‘a three day hospita]ization;
The three day requirement for home health care should not be required.
Medicare has not required a three'day bridr hospita1ization'f0r its home

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

_hosp1ta11zat1on. It is not cost effect1ve to incur the cost of hospitali-
zation when a person's cond1t1on does not warrant it. An examp]e is when

a d1abet1c needs a nurse to teach him to se]f—adm1n1ster insulin 1n3ect1ons;-
Th1s teach1ng can be done at home without go1ng to the hosp1ta1

3. Compar1ng the home health and nursing home benef1t

Page 2, section 4. d, lines 16 to 18 state. "One home hea]th care
,serviceS’benéfit is equal to 1.5 days of nursing home care." We are not
sure what- this means, ~If there is to be a 11mit on the number of benefit |
days, then it should follow that more, not fewer, home care days shou]d be |
a]]owed in an equ1tab1e arrangement because, in most cases, home care

| costs are less than nursing home costs.
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Benefvts shou]d

.S]ngghome;rqte,

the Wanguage seems

,,,bhat most peop1e at the age oﬁ s1xty~ .

'of such po11c1es,

' ough fra: f1nanc1a1 1ncent1ve for the
Ve observe that federa11y 1mp05ed co pavmentsm

‘:1 after the second sentence,»

be added to show more



Propos
. Page 3

ed Changes in A1130-1133

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 cond1t10n would be judged to: enable h1m or her to qua11fy for

benefits. We recommend these be added.

Policy renewals.

The 1eg1slat1on shou]d be amended to have the statute apply to both
new issues and renewals of policies, whether they be 1nd1v1dua1, group,
Blue Cross or HMO policies. Without this, thev1eg1s1at1on would have

“little effect as most pqlicies'are renewed and not newly issued.
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Statement of
- Laurence F. Lane
American Health Care Association
before the
Assembly Committee on Aging
of the
Hew Jersey State Legislature
: April 12, 198A '
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Mr. Chairman:

I am Laurence F. Lane, Director for Non-Propriet#ry and Special Programs
for the American Health Care Association. The American Health Care Association
- is the largest national organization of long term care providers, representing
nearly 8,500 licensed facilities. I am honored by this opportunity to appear’ 
before the state legislature to discuss private insurance coverage for long

term care services.

There is a growing consensus among our members that private insurance offersf
a promising approach to purchasing quality long term care services. I wish

to briefly share with the committee:

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

(2) the minimum coverage brinciples, and

(3) the findings of a study which we prepared earlier this yeai discussing
the available of private insurance for iong term care, obstacles to
expansion and éctiods which our association see as necessary to develop”

the market.

At the outset, lef me emphasize that we believe the exposure for the costs’
6f iong ﬁerm health care services is an insurable risk. This perspective is
shared by a number of compapies under-writing the costs of such services, by
the academic community, and by the Health Care Financing Administration of ﬁhe
'qepartment of Health and Human Services. No longer is the issue should theré

be private long term care insurance; the policy questions are of timing of market

2
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“development, of the ‘naﬁurs of cvémﬁg‘s@ p:rl‘oivfigion-s and of the rélat;?ignalzip -of

. the private market to public #r@sﬂﬂm?:

Our Private LTC Insurance Task Force has identified the following items
a8 important reasons for the public pursuit of private insurance for long term

eare:

o  provides financial support for the purchase of quality

service,
° enhances the opportunity for consumer ehoicé,

o preserves the dignity of older persons to prudently plan for their

potential long term care needs,

o  reduces federal and state exposure for the costs of future long term

care services,

o overcomes the reliance wupon public Lgpo;gms, as ‘the .v?mungg of payment

o] assures ﬁmax}lg{e_»_t, competition ‘and \*e;n;-t‘i‘e.,efs, t;j_h‘eﬂ ‘expansion of dlversz.fled

‘service delivery.




Whilevthié is not a exhaustive list of reasons, the point is clear that )
developing the'private insurance coverage will benefit the consumer, insurefs,

government and providers.
(2) Nature of Coverage:

Enticing a positive response from the private insurance sector will require
a cbnstruetive dialogue. The recently released repoft of the Health Insurancé“
Association of American (HIAA) entitled, "Long Term Care. The Challenge to Society,"

offers a useful framework for stimulating the public debate.

In a similar cooperative effort, I offer the initial comments of the AHCA
Private LTC Insurance Task dece on the nature of coverage. While these ten
points do not reflect an official position of the Association, they are represen-‘

tativé of the input which we are receiving from members:

o long term care insurance must truly reflect financing for 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 definitions of levels of care utilized by the Medicare

- program,

0 approved utilization screens should be based upon geriatric service i

needs,

7x



‘jltutional

long term care iasurance should reflect pay

 and non-institutional long term benefits prcvided that the same geriatric

_Screen criteria for utilization be used tobensure prud,‘t utilization_

of the coverage, -

long term care insurance should afford the opportunity for children

'7énd*bthers-ﬁo‘purehaSeuthaﬂbbvenége*on behalf of anqualify dg-relatiyg‘-*

and for the purchaser to receive ‘the benefits of available taxation

‘deductions ‘and credits,

‘an indremirty‘ ':irnaﬁra-x;e@ approach is acceptable provided (a) the rate
reflects the trus costs of providing necessary services to an individual,

and (b) the rate 4ncludes a trending factor to <=°ml>ensatef°r inflation.

'eligibility criteria should not negate v,u.céo,‘v’zera,s;;\e' for a large number

of ‘older -Pe‘rfsen', ie ’ }po-l'i,g;y,i exclusions should not ,sp‘r-'-gv%?m "99“’ e!’ase

© ifor chronic vcpnd;m;i;qns:» "c-l.-o;q,e,;l;.y.,ggx.:ne;-;.gtgd withthe _normal aging progess,

jpre-existing condition requirements should be limited to a defined

‘prior ‘care ‘timeframe,

Upolicies which offer di ﬁerenhial rates based upon <]




o strengthening of.the private 1nsurance,market should be synchronized]
~with changes in the Medicaid program so as to prdmote the privatef'

approach without abandoning current Medidaid-eligible populations.
(3) Findings of AHCA Study:

Earlier this year, I condudted a study for the American Healfh Care Association

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

long term care insurance coverage is: R , EE

o available
o affordable
o expanding

o adequéte

:The report ihdieates that over 25 insurance companies are experimentingl
with policies covering extended long term care services. Of that number, moré;
thaﬁ half have made a commitment to expanding their share of the market. Whiig '
thétexperimental policies greatly vary, thé typical policy providés an indemniﬁyu
benefit of between $30-$60 per day for coverage of skilled nursing and intermediatev
care serviees‘fob_up to 4 years of nursing home placement. It appears realistically:
possible for an individual between the ages of.60-65 to purchase viable lpng'
termbcare insuranéé at a premium of iess than $36 per month. While coverage
N for an individual above the age of 75 will be more expensive, data on the income
 and resources . of older Americans suggest that long ternm eare insurance is wellL 

‘ 'within the means of most senior citizens.
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Among the signif‘icant obstacles to the growth of the p(rivate long term'

' care:_f insur 1ce- market are. consumer under estimation of tneir potential need_ :

’_‘for long term care coverage and over estimation of‘ the available coverage of"f‘i

'li”“their existing insurance P°licies and °f p“blic programs.

The study concludes that a variety of approacnes can be taken to make long
' ”term care insurance a reality across tne oountry. One oi‘ the key recommendations-.

“',7°f the report is f‘or the American Health Care Association and Ats state affiliates. ’
to, assume the leadership -in spearheading coalitions with other interested groups

'_'to promote the marketing ot‘ long term care. insurance.. Such initiatives wculd

= ;‘Htwork to raise public consciousness oi‘ the need for insurance coverage, entice

the cooperation of major insurers ‘to extend coverage into the long term care

5 'market and: cooperate. with i‘ederal and state government officials to secure necessary’

':;flegislation to make private insuranoe viable. (appendix #2 is a drat‘t pamphlet:'

,;.outllning our ACTION: strategy)
~Conclusfons:

;iovn- on a void‘ in our

This heraring is a’ pioneering effort focusing atte /

| . »(3'programs for older persons. To my knowledge only three other states are: exploring.

' ,'the role of‘ private long term care insurance, Connecticut and Calif‘ornia throughl-

-study resoluticns and Kentucky by legisl on; . similar to the proposal introduceda' '

in this Assembly .

Medieare provides scant ‘cogveeznafs&f for nursinshome s,e;t:‘wiéc{etsﬂ‘ ;éx.ld‘ Qstahzesr:‘. long

ter’m care; care. «‘Supplzenenfital_iffnisuraynce 'ponlr;i:cies;,u so~called :"«‘M_.efdnss_;ans"t cpumenazsnasn



use Medicare definitions. Most policies are restrictive in coverages and provide-y‘:'»
no real proteetioh against long term care costs. Without Medicare or .insurance
protection, individuals must rely upon their own savings to .pay for long tex;\m*
care services. Nursing home expenses are the large’st catastrophic expense for:
individuals age 65 and over. Many people spendv their resources until they are
So poor as to be eligible for Medicaid. To vthe extent that pr‘ivate insurance,

can help people from needing Medicaid, the costs to government for"supporting

the indigent could be reduced.

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

" of enticing usable private long term care ‘insurance policies.

LL/11
April 10, 1984
849.16
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» from
IHE AMERICAN ﬁEALIH CARE ASSOCIATION

THE NATION'S LEADER IN QUALITY
LONG TERM HEALTH CARE

PRIVATE INSURANCE FOR LONG TERM CARE:
AN IDEA
WHOSE TIME HAS COME!

Private insurance offers a promising approach to purchasing o
quality long term care health services. For years, underwritersv*f
hesitated to provide health insurance benefits to older people.
During the mid-1950s this barrier was successfully pierced for
acute care services. However, older Americans still confront
obstacles to realistic private insurance coverage for nursing
home and other long term care services.
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WHY SHOULD WE CARE ABOUT
LOKG TERM CARE INSURANCE?

(1) People are living iongerf

~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 65. By the year 2000,
one in eight will be over the age of 65; one in 16 will be over
~age T5. Life expectancy at age 65 has dramatically increased
during the past decade alone, adding as much as four more years

- of life.

‘ (2) The need for long term care services increases with agel

‘WIth older age comes an increased risk of chronic disease and
- impairment. The percentage of people who are dependent in at
least one activity of daily living function increases ten times _
from the age 65-T5 group to the age 85 and over group. A serious.
chronic condition is more likely to lead to nursing home admission.
For instance, a hospital stay for an older patient will often ‘
need to be followed by a recuperative stay in a long term care
facility.

(3) Medicare does not pay for long term carel

‘Medicare provides scant coverage for nursing home services and
other long term care. Medicare requires hospitalization before .
a beneficiary beccmes entitled, and then only for the skilled

. nursing facility benefit. The program so eligible services

so tightly that average approved lengths of stay are under 30
days. Supplemental insurance policies (so=called "Medigap" b
coverages) use Medicare definitions. Most policies are restrlctlve
in coverages and provide no real proteotion against long term
care costs. :

(4) Long term care‘costg can depletevsav;ngsl‘

‘Without Medicare protection, individuals must rely upon their
own savings to pay for long term care services. Nursing home
expenses are the largest catastrophic expense for individuals
age 65 and over. Many people spend their resources until they
are so poor as to. be eligible for Medicaid.
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:,have made: a commitment to. expal ding their shar

‘c,Some policies permit beneficiaries to. substitute ho

;f(ﬁ) Pnblic expenditures fcr lcng term oare. cre a pnblic bnrdenl

}anenteATo the extent‘that prlvate in r
from needing Qicaid, the gosts to gov
g the indigeat e uld be reduced :

. WILL IK, ,Aﬂ@ﬁ COHPQEIBS
CDFER LDHG Irﬂﬁ G&BE BENEFITS?

ates that more than 25 1naurance companies are',
with policies covering long term carc.- More than‘ha

: = cal experimental policy Br ( . ‘ -
.$30 $60 per day. for coverage of skillcd and intermediate eare
services in-a nursing home for up to 4 yeaps of admisSion.'

care services as an. alternatxve to facilitymbased care.

ARB THESE PQLIGIE& AFF@BD&BLE?

'It appears possible fcr an indlvidual between the ages,of}so 65
se viable long term cape insupance at a pr

. an $30 per month. While coveragc for an in"
*the age of 75 will. bc nore expenszvey
‘lresour es of oldev Americans suggest . that lcng term

” study in one“state ahows that grcup plan cover_ge is>also affordable,
costing plan members a nominal amount fcr adcquate protection.v :

, ﬁILvaLDER PEOPLE E@R@HASE @Q@ERAGE?

Older Americana do not want tc be wards of the state.,
‘ want tc be independent and respomaible for their own .

%D csive growth cf retiremcnt ccnters is prcof that many,
older Amcricans plan for their older ycarso, Long term care’
insurance can be a significant parét of assuring security 1n
'case of chronic impairment. :
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WHAT ARE THE BARRIERS TO MARKET EXPANSIOR?

A significant obstacle to the growth of private long term care
insurance is lack of consumer awareness 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 their "Medigap“
insurance provides long term care coverage. Few individuals

. understand their probability of needing quality lomng term care
health services.

VHAT CAN BE DONE?

The American Health Care Association recommends the following
ACTION strategy.

A = ADVOCACY stimulailng State Legislatures to encourage the

private market to be more aggressive in expanding private
long term care insurance coverage.

"€ = COALITIOES of providers, consumer advocates,'and publie
interest groups, cooperatively pursuing the objective of expanding -
private long term care insurance. '

I =- TAX INCEETIVES in Federal and state revenue laws encou-
raging individuals and families to purchase private long

term care insuhance, while instilling family responsibility
_for their relatives and promoting private savings for future
long term care neé&ds.

1 = INSURANCE REGULATION REFORM, removing rules that prevent
coverage and adopting those that facilitate the expansion.
of private long term care insurance.

Q= OVERCOMING INDIFFERENCE to the plight of the frail and
vunerable by broadening public understanding of the important
role of professional long term care services.

N = HNEEDS AWARENESS, raising the consciousness of the public
- at large to the changes which longer life will make in society.

AMERICAN HEALTH CARE ASSSOCIATION
1200 15th Street, N.W.
Washington, D.C. 20005

(202)833-2050
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'ét are consumer under estimation of their potential need
<) coverage‘and over estimation of the available coverage of

'to the goal of prevention'of premature placement in a- facility
I care program has misled the public that the risk of paying for

’ Fqg-ﬁurgggr.ia203m5t£9n.cqntac;:; Laurenoe F. Lane‘,
S - . pmerican Health Care Asaociation
' {Washington, DE 20005
202/833~2050
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PRIViIE IISURAICE’EOR-LOBG TERM CARE:
Availability, Problems and Actions

Prepared by: Laurence F. Lane
for the - ,
Americanrﬂealth Care Aasogiation

January, 1984
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AHCA INITIATIVE ON LONG TERM CAHE INSURANCE

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 of activities indicates, there is a significant potential for a private
insurance t'esponse to the payment for long term care aervices. This report
will. :

U - ’provide an aasesament of current policies, »
== discuss the reasons for the market's failure to provide coverage,
== 1ldentify on-going activities, and

== make recommndations for additicnal AHCA involvements.

(1) = Background:

Skilled nursing care, and related forms of extended care, such as home -
health care, intermediate care and domiciliary care, have become an inereased
source of national expenditure, increasing tenfold between 1960 and 1980 (Gollub/SRI
International, 1983). Forty-three (43) percent of outlays for nursing home
care came from private sources im 1977 (NCHS, 1979). HCFA data indicates that
for the year 1979, of the $17.8 billion expended for nursing home care, $7.T
billion reflect private funds. Private insurance is estimated to contribute
-only 3117 million of such sums (HCFA, 1983) Nursing home expenses are cited’
‘as the largest catastrophic expense for those aged 65 and over (Birmbaum, 1981).
Area specific data accumulated by GAO suggests that a significant number of

nursing home residents enter as private pay patients and become eligible for

Medicaid after exhausting their resources. For example, in Minnesota, ‘da_ta

indicates that one-fourth of the patients admitted to Medicaid coverage in nursing -

‘homes between 1977-1979 had actually entered nursing homes at some point earlier
as private pay patients and subsequently converted to Medicaid (GAO, 1983).

- The two features of the structure of the nursing home industry which makes' .
it unique are the limited capacities of its consumers and the dominance of- government . .

as’' both payer for nursing home services and regulator of the activities of the

industry (Vogel, 1983). The National Center for Health Care Statisties found ..

that on one day in 1977, sixteen (16) percent of the 1.3 million residents had
been there from three (3) to five (5) years, and thirty-three (33) percent from -
one(1) 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 far longer, so that the average:
stay was calculated as being over one(1) year -~ four hundred and fifty six
days (NCHS, 1979). A statistical model developed by the General Accounting

- Office suggests two profilss of nursing home residents, one with characteristics:

of short-stay (average of less than two months of residency), and one of a longer )
stay (two and one half years average) (General Accounting Office, 1983). )

" To examine the potential role of private f‘inanoing of long tem care, J.t,] :

is important to understand the resources of different groups of the elderly.

1
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: In a June 1983 preliminary report £ the Offica of tha ‘Agsistant Se "“‘retary for :
- ‘Planning .and Evaluation (HHS), ICF, Ine. (a Washingtonm, DC consulting organization '
v »speciali.zing din . pension and -actuarial ‘calculations), ‘provided a detailed ‘analysis

  ~0£‘ income and resources of the elderly. According to the ‘research, if ‘older

' one~third (33%) of elderly couples ‘and over one-quarter (26%) of single persons :
e ‘bad wealth which could ‘produce an ‘annual anmuity value of $5,000 or mere. - ‘Adjus

‘persons ‘had the opportunity to "annuitize® their income and ‘resources, appr-ox:lmtely'

- ‘this amount: for age using actuarial assumption projections, ‘the research :Lndicates'
_ ‘that almost forty (U40) percent of the elderly over age 80 could convert their
dssets into an annuity of $5,000 (ICF, 1983). Such findings ‘are consistent
with the data collected by the National Center fox' Home Equity Conversion ‘(Scholen,
1983). 'Separate from the analysis including resources, ICF estimated the percentage
_of families to whom long term care might be affordable based upon ‘available
income. As shown below, a significant share of the elderly could ‘afford ‘premiums

- which would be less than 't;en (‘1'0'%) 'péréem [five (5%) Der-c’e*ﬁt] of cash income: -

ICF Estimates of Affordability at 10% (5%) of Income e

" Age 65-69 Ase 70-7& L Age 75-79 80+
married o S T
couples 828 (508)  67% (2r%)  38% (128)  23% (63)
single - e ; R
persons  80% (M) 658 (2%) Mg (16%) 298 (108)
Ctotal 813 (ATE) 668 (273) MO (14) 278 (9R)

5 assuming an annua.l pr'emium in 1983 dollars for an individual age 65-69‘
©of $450, TO=T4 of $550, T5-T9 of $775, and 80 and over of $900 Premi_ums'
"~ for couples are twiee these levels. . C

v Private insurance offers one of the more promising of thé market approaches
' to underwrite the costs of long term care. For years, there was great hesitation
by the 1nsuranee market to provide health benefits to older persons. During

the mid-1950"s. this ‘barrier was successfully pierced with the advent of group.
plan: coverage for r-etired teachers and retired professionals under the auspices

of the National Retired Teachers Assoclation/American Association of Retired
Persons. - While the market remained small, in part because of the political
debate for a Federal program, there was a positive. growth curve throughout the-
decade prior to Medicare. With the advent of Medicare, the focus: of the health

~insurance industry shifted to a supplemental role providing coverage of . ‘deductibles
and coinsurance features. During the 1970's this market grew substantially. '
According to omne recent analysis, about two-thirds of the aged populatlon had

private. insurance supplemental to their Medicare coverage (Carroll & Arnett,

1981) This coverage was primarily purchased by the individual.

As. the market for supplemental insurance, the somcalled Medigap msuranee,
grew dur'ing the past decade the benefits altered to meet the competitive demand.
In 1976, less tham six million (6,000,000) supplemental insurance policies indicated
coverage for nursing home care of any type. Nineteen seventy-nine (1979) data

2
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- indicates more than a doubling of coverage ﬁith over thirteen million (13;000}000),'

’:1polioyholders receiving some Medigap coverage for nursing home services. Atj‘:fj’
the same time, the number of individuals covered by a supplemental health insurancev‘f;
policy only grew by about three million (3,000,000) policyholders (Carroll &

arnett, 1981). This data would suggest that nearly half of the elderly (estimate -

of 48%) have some coverage for at least a share of the costs of nursing home

. -care. Unfortunately, the depth of coverage appears to be tied closely to the
-~ coverage afforded by Medicare. Thus, while the breadth of coverage has been
extended, the depth of protection has remained limited. Most of the nursing
' home coverage afforded by Medigap policies: pays for required deductibles and
' coinsurance mandated under the Medicare program for ‘skilled nursing care. between ,
the 21st and 100th day. Some policies are slightly more generous providing.

-a fixed number of days of payment in a skilled nursing facility but delimit’fal

- their coverage to utilization controls of the Medicare program.

An attempt has been made by ICF to estimate the size of the population" ’

;which has been able to secure insurance coverage for 1ong term care services
- more’ extensive than those covered by the typical Medigap policy. The preliminary
1,estimate suggests that upwards to fifty thousand (50,000) individuals have been

~able to secure market coverage for eomprehensive long term care services (ICF, R

1983). A composite of the research available suggests the following companies L
as: providing offerings covering long term care° ‘ . ’

: Fireman's Fund, San Rafel, .CA S '
" Federated ‘American Life/Sterling Credit Life, Springfield OH
Massachusetts Indemnity and Life, St. Louis, MO .
Great Republic Life, Seattle, WA
United Equitable Insurance, Skokie, IL
Health Insurance Corporation, Milwaukee, WI
Equitable Life and Casualty, Salt Lake City, T
. Kemper group, Long Grove, IL
- Merchants and Manufacturers Insurance, OH
. Pacific Benefits, Seattle, WA :
' National Foundation and Life, Oklahoma City, 0K
Columbia Accident and Health, Bloomsburg, PA
- Mutual Protection Insurance, Omaha, NE -
Transportation Life, Fort Worth, TX

000 0 o‘oo'o‘oooo'o‘o

Limited policy coverage'

-Prudential (AABP Plans and other group coverages)'
‘Bankers Life (reportedly a supplemental rider)
Mutual of Omaha (reportedly a supplemental rider)
American Life and Casualty -
Aetna (limited offering as a supplemental rider)
Montgomery Wards (NAMP group plan)
' Colonial Penn (old AARP plan)

‘o oo0oo0o0o0 0
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: Group offerings

" Blue Cross of . North Da.kota (still experimenta.l) )
- Blue Cross’ of Southem California (Ultraca.re e - HMO Plan)
Unitod Auto Workers/Blue Cross of Michigan
" S/HMD of Brooklyn (ElderPlan)
' S/‘,‘i of Portland (Kaiser) .

0 .0 O 0"“0

,Attachment $1is a summary of the four nost citod, long tcm care plans offering,
B 'coverage as taken from the ICF June- 1983 report.f Attachmont #2 are summaries
of additional plans neviewed by Mark Moinom of‘ the Natioml Center for Health_ .
y Services Rescareh. o ‘ , , : .

It i.s most important to noto that tb.o availablo offerings provide indemnity
bene.f.‘its for extended nursing home stays. - The benofits vary with regard to.
the amount of indemnity paid, the length of time begefits are provided, the

B .,waiting per'icd, before benefits become effective and the conditions upon which

3 benefits wi,ll be paid,, The indemnity. beneflt limits the insurer's liability.
- and reduces the risk: ‘of providing insurance. Many of the imitial health policies

underwritten for oldex' person, including most of the group plan policies marketed»_v )

through the Amenica.n Association of’ Retirod Persons were: indemnity coverages.

- Another chax‘acteristic oi‘ the current policies i:s a deductible or a redueedA
--benefit. pericd as a means of controlling unnecessary utilization. ‘Most of the

existing policies limit their benefits to . facility ‘based: services, although

it is possible to get a rider for home based care. Attachment #1 provides several

“good examples of the variety ‘of coverages for custodial and intermediate care
.. benefits. Likewise, most of the cux'x'ent pol.icies Pestzvict benefits to a pericd
o of three or four years. . :

Premiums for mogt of the a.vailablo pclioiea avo aged rated, i e., premiums.
increase with ‘the age of' initial insurance purchaseg This-: practice has been
questioncd by Meiners in his writings. “Mark: has developed a prototype policy‘
.- for the National ‘Center for Health Service ‘Research. which suggests t‘inancing_
.similar to a whole 1life: inaurance ‘policy with level pnomiums ‘The age related.
approach is more analogous to term life 1iasurance. It is unclear whether -the

. current debate on discrimination aga.inst women in insurance coverage will impact

upcn the. development of a long teérm care benefit. The agod rated benefit ‘could
be shown to factor the longevity of womcu, and., therefore, have an elexnent of

- disorimination.

_ Most of the current plans have elabonatc utiii.za,t;ion oozxtrols. These inciuge :
the use of one’ or more of the following LT CLn e I

'medica,l screens and physa_ca,l examinutions
pre-existing eondition limits: . - -
‘ prior hospitalization requirem@nto ,
restrictions on coverage for .mental, aloohol and dr'ug rolated requirements

definiticml restrictions on types of coverage and somices purchased.

’,OOQOAO‘
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As ‘emphasized by the ICF data, the market experience is limited. While the

" number of policies purchased has grown, the utilization of the coverage has

“"limited documentation. Therefore, it is difficult to define the range of service
utilization. o . : .

(3)

Several researchers have explored the problems of developing insurance
coverage for long term care. Each have cited their findings for the slow expansion

of the, private sector into this important: area of coverage'.

In perhaps the most exhaustive’ study .of the subject, Mark Meiners suggests
-the following tactors which he charaoterizeu as "market failures '

o} traditional insuranee concerns of adverse selection, moral hazard,
administrative diseconomies, - and premium pricing difficulties due .
to inflation.

o] absence of reliable data on which to base estimates of utilization, -
costs and experience. :

0 -state insurance regulations which inhibit or prohibit coverages.

©0 . the availability of public long term care programs which serve as
. as safety net for those who are poqQr or may become poor.

o consumer preference for first dollar coverage.

o consumers under estimation of their potential need for long term care

coverage and over estimation of the available coverage of their
existing insura.nce policies and of public programs.

This latter point is perhaps most important. Writing in the AHCA Journal
two years ago, AARP's staff insurance expert Ron Hagen pointed to several additional
~problems: misinformation, deception, and less than complete understanding of
the potential policyholder's coverage and its limitations. Hagen also suggests
that the restrictive underwriting requirements to compensate for insurance risk
might: be a significant market disincentive. More recent papers prepared by

" Dr. Friedman at Northwestern University and by the staff of the Healtn Consortium

- at Brandeis reiterate these points as market problems.

In looking at this 1ist, it is interesting to note that the experience

" of medical screens for both Fireman's Fund and Pacific Benefits document that

" they have rejected a greater number of applicants under the age of 65 than over
the age of 65, indicating that adverse selection in the purchase of long term
care insurance may be a greater problems for the younger age group. Pacific
‘Benefits has also documented a rejection of policy applicants over the age of
80, but the experience has been limited compared to the total applicant pocl.
Current policies tend to restrict coverage through the use of pre-existing conditions
restrictions and coverage exclusions. Many of the ‘ecurrent policies would not
cover organic brain disorders (including Alzheimer's Disease) and mental health
services. In some instances, the pre-existing condition limitations have ineluded
mternal related complications.
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“i”g generated to stimulate the private market to
The following is brief ‘annotated review

6,'ff” tional Center for Health Services Researcn, Dv. Mark Meiners has
' Meiners
»of artielés, including orie for the AHCA. ;
policy presented in his paper, “Private”v
red by M@dicare' The Case for Long Term »

i s‘t’ed‘John on e revisions
, year. e

o cng residents.
N ‘ ‘ 0( b iin OGtober, 1983, (cond d -
by the Texas Re « h Institute ‘for Mental Scietices)- outlining the,'“
“status of work on insurance by the Haalth Conaortlum.
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Prudential/AARP: Ron Hagen has been given lead responsibility in
" working with the Prudential Insurance group plans to perfect coverage
_for the American Association of Retired Persons. Hagen outlines the
directions he is pursuing in his September, 1982 article in the AHCA .~
dournal. .

Center for Health Services and Policy Research, Northwestern University:
Friedman's group has a marketing project underway, attempting to identify
the issues which would influence acceptance of insurance coverage

by the elderly. Information from the project which was designed about vi”. n

a year ago should be forthcoming.

Health Insurance Association of America: Art Lifsoﬁ (Equitablé Life,,J 
Assurance Society of U.S.) and Purlaine Lieberman (HIAA staff) have

led a task force looking at the prospects for market development.
In an overview to the report presented by Lifson in a program sponsored

by the Ritter Department of Geriatrics and Adult Development (see
- below), he questioned the merits of the private sector underwriting
long term care. Lifson raised a number of technical problems in developing
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 the market segment which could
be insured. The HIAA Report has received a great deal of attention.

SRI International: Jim Gollub has been spearheading SRI's review
of Medicare Supplemental Insurance (Medigap) policies. This is a
market and it can be penetrated. Gollub will be writing on long term
care insurance in the upcoming series on LTC by the Healthcare Financial
- Management Association. Gollub would like to get funding for his
' approach of building private and public decision teams working to
"develop a better understanding of aging, long term care and coverages.

Mt. Sinai/Ritter Department of Geriatrics and Adult Development:
Dr. Butler is most interested in developing private insurance for
long term care. As his first act as director of the Mt. Sinai progranm,
he put together a symposium on private insurance coverage. Butler
-has floated the idea of putting together a Blue Ribbon Panel of leading

figures to spearhead a development task force. This plan might get o

-off the ground (I have been involved in developing this approach).

AHCA: The leading national organization pushing for development of
an insurance approach has been AHCA. For the past two years, key
members have been exchanging information and interacting with the
players cited in this section. Last September, the AHCA Journal featured
a series on developing private insurance. In addition to stimulating
attention to the need for broadening coverage for long term care in
- general, AHCA has also devoted attention to partial coverage for special
requirements, e.g., head injury, spinal cord injury.

24x



- For instance, tne Equitable plan mentioned above
been adopted by this policy. Thus, we oan assume that insp:.te

ce ‘and we should expeot that our advocacy network will be called
yvide the lobbying ‘power to stimulate appropriate legislative ‘and
responses.

: Among the ‘tasks whieh ‘need to be undertaken are the following.

0 Public'awarenees- ‘There .is a tremendous public ‘information effort
' needed ‘to raise the consciousness of the public at 1arge to the changes
‘which longer life will make: to soclety at large. Emperical studies .

1n icate a longer actuarial lifespan for older persons than self-
g oeived. There is a widespread public stersotyping of the -elderly
‘which does not relate to ‘the ‘age TH5«+ pepulation. There .appears ito
‘Be a signifioant problem among. the elderly ‘and the professionals working
in the ‘aging ‘enterprise to: aecept ‘risky and frail ‘behaviors as parts
"of ‘the ‘normal aging process. ‘Beyond our continued ‘efforts stimulating
the Administration ‘on Aging ‘and the National Institute on Aging ‘to

- ‘focus ‘on. the full - spectrum ‘of needs ‘of ‘an aging population, ‘we ‘might
‘wish ‘to ‘éncourage ‘the ‘Health ‘promction ‘and ‘health financing ‘agencies
'of ‘the Federal: government ‘to be ‘more aggressive in ‘educating the public.
Lik Se, we might encourage ‘the 'AD Council to devote 'public service

‘announeements to expanding ‘public ‘awareness.

o ‘Documentetion and data' Our ‘homes “are the laboratories for ‘developing
e ance - polieies. ‘There ‘i3 '‘a 'great need for the nursing ‘home industry

o ‘parallel the hospital indiustry in deéveloping ‘baseline data. Simple
*dsta,*such as ‘the pumber of persons entering as. private . pay “and .converting
* ‘Medicaid, ‘is ‘mot . readily dyaileble. AHCA ‘canencourage ‘homes to
‘with researohere eéxploring the development of ‘insurance. :We

7ann researeh communities ‘to ‘the realities of the ‘market. We:ucan dissemi-
nate ‘data which has- ‘been collected from other sources ‘to-expand: general
‘knowledge about ‘long term care. :
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- Working with insurance companies: While AHCA has initiated some 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 exist and that we are willing to help with technical
support in their endeavors would be a first step. Certainly, there
may be a role for the Service Corporation in developing specific plan
specifications and soliciting companies to bid to provide an expanded .
role in the market. AARP initially entered the market with Colonial
Penn in a very limited offering. Over time, the relationship served
both the carrier and the association. ' - : :

Working with state Medicaid programs and consumer groups: - The crisis
of funding for Medicaid has created a favorable environment for providers,
consumers and payors to stimulate the private market. AHCA should .
encourage its state affiliates to approach both Medicaid officials
-and representatives of consumer organizations to initiate a dialogue
on the issues. One idea which moves us toward the objective of broadened
coverage would be to have the state govermment sanction a committee
of providers, consumers 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 groups.

'Stimula;t:ing'state legislative activities: Jjust as above, thé AHCA
“state affiliates are a powerful tool to leverage market change. Legis- .

.lative panels could be encouraged to look at prohibitions in the current - ‘

state regulatory structure which are disincentives to coverage of
custodial and intermediate care. Restrictions on indemnity policies
and reserve limitations serve as major disincentives. The other area
which needs to be comsidered is the dovetailing of the Medicaid program
into the private insurance coverage, i.e., beginning the process of
having the private sector as primary coverage rather than secondary.
Among the actions which need to be taken are steps to overcome the
' problems of pre-existing conditions limitations, premium supports
 and coverage for those unable to meet the medical screens.

Effecting public sector incentives encouraging the purchase of long
term 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 Committee recommending specific taxationm poliey changes (a)
“to alter the gross income requirements for dependent care, (b) to-
-'modify the dependency test, (¢) 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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i “the 1 ’ : roaches,

CCRC develo‘ ent if strucfured correctly.

January 31, 1984
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ABCA INITIATIVE OH LONG TERM CARE INSURANCE

#1  Table 2 from ICF, 3 ipanc: ; , rer
' and_ﬁgagnnggg Interim Report to the Assistant Secretary for Plannlng

and Evaluation, HES, JUne, 1983.

‘#Z‘M'Table 1 from Meiners, The Stat .
“National Center for Health Services Research, Horking Paper, revisedv

July, 1983
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