The original documents are located in Box 1, folder “Aging (2)” of the Spencer C. Johnson
Files at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the
United States of America her copyrights in all of her husband’s unpublished writings in National
Archives collections. Works prepared by U.S. Government employees as part of their official
duties are in the public domain. The copyrights to materials written by other individuals or
organizations are presumed to remain with them. If you think any of the information displayed
in the PDF is subject to a valid copyright claim, please contact the Gerald R. Ford Presidential
Library.



BLUE SHIELD'S POSITION ON FEDERAL DE-REGULATION

Blue Shield Plans are subject to federal regulation principally as Medicare
Part B carriers. In that capacity 32 of our member Plans process and pay
claims for physicians' services to nearly 12 million program beneficiaries,
and perform related technical and administrative duties in‘accordance with

P.L.835-97.

P.L.839-397, it should be noted, explicitly provices for the use of private
carriers "in order to provide for the administration of (Medicare benefits)
with maximum efficiency and convenience for individuals entitled to benefits

...and providers of services...to such individuals...." (Section 1842a)

At the same time, of course, P.L.89-97 vests ultimate responsibility for the
Medicare program in the Secretary of Health, Education and Welfare, who in
turn delegates fegu]atory responsibilities to the Social Security Administra-

tion's Buréau of Health Insurance.

.

On the whole, Blue Shield carriers have enjoyed excellent relations with SSA
and BHI. Together, the public and private sectors have demonstrated a basic-

ally successful "partnership" approach to an enormously difficult task.

Following inception of the Medicare program, however, questicns and issues
arose with respect to appropriate carrier management latitude within the
federal regulatory framework. These concerns culminated, in 1973, in the
appointment of a prestigious HEW Advisory Committee to "advise the Secretary
and the Commissioner of Social Security concerning bréad organizational and
operational matters, contract formulation and reiirbursement principles applic-

able to Medicare contracts and subcontracts." ZTRORN
; 2\
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The central thesis of the Advisory Committee's June 1974 Report was that
“the pluralistic system created by Congress in 1965 for the administration
of Medicare has continuing advantages" and that "SSA should.reduce its role
in carrier decision-making and rely on its capacity to test carrier perform-

ance by results."

In reaching these important conclusions, the Advisory Committee articulated
quite remarkably the same basis and impetus for federal de-regulation which

is so prevalent in America today. Indeed, we are struck by the similarity
between certain features and recommendations in the Advisory Committee's 1974
Report, on the one hand, and the more recent findings of the Domestic Councif’s

Public Forums, on the other.

#
&

Je belijeve BHI, for its part, has responded positively to the bulk of the
Advisory Committee's many recommendations. Some differences exist between
BHI and our Plans with respect to carrier electronic data subcontracting pre-

rogatives.

In this specific context, the Advisory Committee urged "that BHI adopt the
philosophy that unwise carrier decisions as to data processing subcontracts
will show up in the results of carrier pérformance, and that BHI will put its
faith in the capacity to measure results rather than_in attempting to guide

carrier decisions."

Nevertheless, Medicare carriers seeking to improve their performance through
major data processing management decisions must first obtain prior approval

from BHI if any contemplated changes will exceed a certain dollar threshoid.
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In some instances, BHI's delay and indecisiveness in approving such Plan
requests has resulted in higher administrative costs and poorer beneficiary
services, rather than the economies and improved performance sought by the
carrier. As the Advisory Committee observed: "Unreasonable de]ay‘is one of

the worst features of Government procurement..."

Thus, bonafide de-regulation of the carrier EDP subcontracting function, with
a concomitant emphasis on measuring carrier performance by results, will go
2 long way toward fulfiiling contemporary economic and Congressional health

care objectives.

March 1, 1976
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Caiastrbphlc illness

By KEN McKENNA
First of two articles

Benjamin R., 65 and weakened _.

by a severe respiratory illness, en-
tered the Bronx’s St. Barnabas
Hospital in the spring of 1973, not
worrying about medical expenses.
He qualified for Medicare and had
a fat bank account and other
assets worth more than $80,000.

By the time of his discharge last
November, he was a virtual pauper.
Afzer his Medicare benefits expired, he
raid the medical bills himself for a year.
When he had emptied his bank account
of 373,000 for hospital expenses, he was
almost penniless and qualified for
Medieaid. Medicaid officials, however,
stipulated that he give the hospital $233
a month from his Social Security check,\
lzzving him $7 a week for personal
zpending during his hospital stay.

Sach a lengthy period in the hospital

extraordinary but - its financial
econsequences are not. Thanks te- modern
medical technology and soaring hospital
zosts, more Americans every year
undergo treatment that at the least
severely strains their financia] stability
and sometimes forces their families
deeply into debt.

Firancially disastrous

A: the worst, a prolonged hospital
stay can turn an individual into a poverty-
Line case d d on gover ¢t or
private chanty In today’s medical

, a “catastrophic” illness is not

pariance
oniy lfe-threatening but financially .

disastrous.

J.n’Congress and in state legislatures,
a galaxy of bills have been introduced
thar would provide aid to individuals
with so-called catastrophic illness along
with other forms of national health
insarance. One Congressional bill zeroes
in speeifically on the problem of huge
medical costs with a program that would
cost $3.6 billion a year.

In the case of one disease, the federal
gove—nment, in effect, already is funding

m to aid victims of whopping
*\ed:ml bills. In 1972, Congress extended
Medicare coverage to persons with
kidney failure, which turned out to be a
3300 million annual commitment for
23,000 persons taking dialysis treatments
im 700 centers around the country.

The kidney project illustrates the
intrinsie problems in helping chronically
il persons: relatively few individuals
treated at enormously high costs. No one
is sore how many Americans suffer
eatastrophic illnesses that result in ruin-
ocus medical bills. One study put the
nomber at a million a year. Another
estimated that 0.8 per cent of the popula-
tion, or 1.7 million persons, had $5,000
T medical expenses in any year.

Most think they're covered

The expense figure did not impress
Syivia Weissman, an official at Cancer
Czre Ine., a private group that aids
cancer patients, “Most people think
tzev're covered, that they have enough
insarance,” she said. “The other day I
zalked 10 a woman whose husband had
terminal cancer. She told me they had
$5.200 in insurance. My heart dropped,
$3,000 could go in a week.”

* For most Americans, a prolonged @
. ilness in the family impeses an impos-

sible financial .burden. Most private
insurance plans have limits. Some com-

panies have introduced plans that boost :

the allowable benefits to $250,000 and
beyond, but the price tag is high and the
elderly, the most likely vietims, mostly
are ineligible, Medicare runs out after
90 days while Medicaid requires an
individual to be at the poverty ]evgl in -
order to qualify.

At Montefiore Hospital in the Bronx,
Myra Eisen, who works in social services, .
told of a woman, a retired city employe,
who had just learned that her husband
must enter 2 nursing home. The woman’s
savings and city pension put her above
the Medicaid level but were not enough
to finance an open-ended stay in a
nursing home. “Now she’s going to have
to reduce herself to a welfare budget
for the rest of her life. Here’s a middle
class lady with a middle class standard

of living that will be gone forever," the
social service worker said. -

- The Health Insurance Association of °

Amerin estimates that 144 million
persons are protected under major
medical plans but, with astronomical
medical bills; individuals have difficulties
in handling even a small percentage of
the cost of a long hospital seizure.

A Nassau couple’s 10-year-old girl
was hospitalized for lenkemia and built
up a $20,000-hospital bill. The couple
had major medical which left them with
$3,000 to pay themselves, They did not
have the money.

Cancer Cares Sylvia Weissman

pointed out, “Everybody’s overextended
these days. Many people just don’t have
$2,000 or $3,000 to spare. And that’s a
mountain of money when you don’t
have it.”

Cancer Care officials have found that
the middle cliss families they serve are
nearly drained of resources when they
appeal for help. “They’re in worse shape
today than they were a few years ago,”
said Mary Overton, assistant executive
director. “They’'ve exhausted their
savings. It’s a combination of inflation,
the high cost of medical care and lack of
adequate insurance.”

Emctional strain

These illnesses have a ripple effect
on the entire family of the victim. First,
the family finances are drained, often
unendingly. Then, the emotional strain
of family members is corrosive. With
older persons, the pressure can lead to
other illnesses such as heart attacks.

“The emotional effect: can be worse
than the financial thing,” Mrs. Overton
said. “We had one case where a man
whose wife had terminal cancer couldn’t

hold a job. He couldn’t focus his attention
on it. He wanted to be home with his
wife.”

In another case, a garment Industry
cutter became accident prone while his
wife was undergoing treatment for
cancer. He almost severed his finger in
one mishap before his son realized how
distracted his father was and farced him
to stop working.

Mrs. Magda Bondy, of the Visiting
Nurse Service of New York, described

For the sick and old,
the financial: burden is crushing

a typical situation when the wife is
crippled or chronically jll. “The children
have to fill in where possible and the
husband has to be there almost always.
Everything in the household. centers
around the wife. There’s little left for
the rest of the family.”

Cancer Care is paying a portion of

_the medical bills for a mechanic, 39, who

was operated on for cancer three yea

ago. The cancer spread from the lnng
to other parts of his body and he is now
disoriented and almost in a coma. The
family has seven children, the oldest 13.

Mrs. Weissman observed, “His wife
on a conscious level wants him to live
but on an unconscious level, she wants
him to g0. So she can start her life
again.”

Many children of elderly, sick parents
face a wrenching struggle with their
consciences over the extent to which
they are willing to sacrifice both their
time and their financial resources. In
some cases, a family already is burdened
with expenses they are barely handling.

An unmarrled, highly successful
millinery desxgner made the extreme
decision of giving up her job to care for
her mother, who was in her 80s, partially
blind and had a heart condition.

The daughter, 44, fesit a strong

obligation. She had promised her father
on his death bed that she would take
care of her mother. In three years, her
$50,000 in savings was spent and she
sought out the Visiting Nurse Service of
New York for a home care worker so she
could return to work.

In a twist that demonstrates the
legalities that bedevii financial benefits
for the chronically ill, the mother was
rejected for Medicaid. Over the years,
the daughter had maintained a -joint
bank account with her mother, even
though she herself was the main
contributor. Medicaid regarded the money
as her mother’s property and would not
qualify her for benefits until the savings
were almost depleted.

Realistic reaction

A young man whose mother-in-law
was undergoing a series of operations
was more realistic in his reaction. “You
get to thinking about the money. You

" try not to. You want to do everything

you can for her. But despite yourself,
you can’t help thinking abont how much
all this is going to cost.”

The municipal hospital system accepts
Indigent patients and then tries to get

" reimbursed for their outlays through

welfare or some federal program that
might cover the patient. A Bellevue
Hospital spokesman explained, “They get
the same services as everyone else, the
same care or lack of care. A nurse would
have no knowledge about a patient’s
financial resources. She may consider
some nice patients, some she may con-
sider bastards. But who does and doesn’t
pay his bills doesa’t really aifect her,”

.
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Retarded lac

k Supplies That Sit

'n Forest Haven Warehouse

By Diane Brockett-

Washington Star Stafl Writer

Some of the mentally retarded
residents of Forest Haven had, until
this morning, been using communal,
toothbrushes. Lacking toothpaste,:
their mouths had been treated to a
daily scrubbing with the same soap
used for their showers.

Abundant supplies of both are
stored in the warehouse in Forest
Haven, the District’s institution for
the mentally retarded, but apparent-
ly someone didn’t bother to requisi-
tion them.

The toothbrush and toothpaste
shortage was found at the Curley
Building, which houses 200 severely
and profoundly retarded persons.
Reports diifer on the extent of the
shortage, but officials admitted yes-
terday that some of the residents
have %een sharing toothbrushes.

MOST OF THE residents at Curley
are unable to brush their own teeth,
so it is done for them by the direct
care staff. One counselor said she
uses soap when there isn't any tooth-
paste ‘“‘because I can't stand the
smell.”

A member of a team of surveyors
from the D.C.'s Department of

Licensing and Inspection, which cur--
rently is looking at the institution, -
reported to Supt. Rowland Queene-
yesterday that the Curley Building.:

was short six toothbrushes. Howeer,
employes who care for the residents
at the institution told The Star on
Wednesday that the Curley Building
had from six to 10 toothbrushes on
each 13-person ward.

An October study of the institution
by federal officials also cited the
problem. “In one unit only one tooth-

brush was visible; in anoth-
er an aide was scrubbing
the residents’ teeth,” the
study reported.

Queene, who, ordered
toothbrushes - sent_ to the
building after hearing from
the .C. linspector,
promised an accurate re-
port on the-problem later
today. In response to an in-

uiry from a -reporter,

ueene said he had no
knowledge of a toothpaste
shortage, but would investi-
gate it. <1t

EMPLOYES SAID late
yesterday there was no
toothpaste at Curley.

In an intervnfew ?;er a

ear ago, just aiter Queene
zame tgo hlead the troubled
institution, the superintend-
ent said that one of the

ways he measured the hu--
maneness of an institution
was whether the institution
was cateful to provide each

atient with his own tooth-

rush.

Yesterday Queene said
there was no excuse for the
situation. “An employe just
needs  to: requisition it
through his or her Supervi-
sor and the requisition is

automatically. processed.
We’ve had trouble: but

things have mever been’ so'

low we can't get tooth-
brushes. I think it just goes
back . to
tion,” Queene said. . .
“Sometimes. employes
just. don't .treat the resi-
dents like human beings.”
“Queene said the cottages
are able to order personal

institutionaliza-

supplies such as toothpaste
and deodorant. for the resi-
depts month&y, with sup-
plies. received in 10 to ?0
days.-- “ ;

ne- employe at Curley
said that.she cares for 19
persons each day but has
o'nlﬁ‘,lo toothbrushes and no
toothpaste. ““But that’s bet-
ter than when I first came
three years ago,” the em-

At one point, the employe
said, there- were enough
toothbrushes to go around
but as they have worn out,
no replacements have been
provided.

The,employe used to buy
such items as toothpaste for

.the residents, he said, but

‘“‘you just get tired of it.”

loye said. “Then I had

ree brushes.” -

Qixickie improvements af D.C. Institution Delay Cutoff of Medicaid Funds

By Diane Brockett
Washington Star Stall Writer

District officials have at least
delayed a threatened cutoff of feder-
al Medicaid funds at Forest Haven
with some quickie improvements at
the institution for the mentally re-
tarded. v .

But if the District holes to hang
onto its $1.7 million in annual Medi-
caid payments at the institution, ac-
cording to a report sent this week to
Mayor Walter E. Washington, it
must provide more than $4 million in
new services and personnel at Forest
Haven. ‘

A copy of the report was obtained
by The Star. :

THE $4 MILLION in new funds is
needed to add 300 new employes to
the staff, half again as many as the
current staff of 600, along with $154,-
000 in new equipment. These im-
provements are necessary to bring
the institution, home to about 1,000
mentally retarded persons, up to the
federal standards required for insti-
tutions which care for Medicaid-fi-
nanced patients.

°  The Department of Health, Educa-
tion and Welfare had threatened to

cut off Medicaid -funds to Forest
Haven early in March unless the
institution made immediate im-
provements to meet federal stand-

ards which have been in eifect for

two ye

ars. .
The additional $4 million in im-

provements is needed to meet even
stricter standards which go into ef-
fect in 1977. ¢

In addition, the federal Office of
Long Term Care Standards Enforce-
ment has outlined several other
areas where the District must come

up to snuff before the
federal government will
renew the institution’s Medi-
caid funding agreement.
The current agreement
expires in May. Thjose
areas still needing im-
provements.include linen
supply, clothing for pati-
ents, transportation for
residents in emergency
situations and laboratory
services.

THERE HAS been no
decision yet. on how the
additional services and per-
sonnel will be financed, al-
though it is expected D.C.
will seek the $4 million as a
suﬁ:lememal request to the
1977 budget. Congress is
scheduled to begin hearings
on that budget proposal
next week.

An HEW study in October
criticized the institution for
providing only “simple cus-
todial care’ and concluded
it should never have been
certified to receive Medi-
caid payments in the first
place. . £

The improvements of the
past two months involve
primarily record-keeping
and lines of  authority and
supervision. Most of the
substantial changes will
have to await the §4 million
in new funds. Federal offi-
cials are scheduled to make
another survey of the insti-
tution next week to deter-
mine whether the
complex’s funding agree--

*ment can be renewed I

Mg(-. }
edicaid funds are not
haid directly to Forest_
aven, They "go Tinto the
District Medicaid Trust
Fund, which is used to sup-
port the 180,000 D.C. resi-
dents who receive Medi-
caid. :
House District
Committee Chairman
Charles Diggs has been ex-
Eloring the possibility of
olding hearings on all of
Forest Haven's problems
next month.
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THE PRESIDENT’S COUNCIL ON PHYSICAL FITNESS AND SPORTS

WASHINGTON, D.C. 20201

April 9, 1976

MEMORANDUM FOR

Spencer Johnson
Associate Director
Domestic Council
The White House

Attached is a copy of my testimony, on the subject of
"The Role of Physical Fitness in Reducing Health and
Long-Term Care of the Elderly," to be delivered be-
fore the joint Subcommittees on Health and Long-Term
Care, and Federal, State, and Community Relations.

The hearing will be held on April 14, 1976, at 9:30 am,
in room H-139, the Capitol.

I think you will find these remarks well illustrative
of the role physical fitness can play in a disease
prevention public health strategy.

If you have any questions regarding my remarks, please
give me a call.

Attachment

Richard O. Keelor, Ph.D.
_Dbirector

~~ Program Development



TESTIMONY TO THE JOINT HEARING
HELD BY SUBCOMMITTEES ON:

HEALTH AND LONG-TERM CARE
FEDERAL, STATE, AND COMMUNITY RELATIONS

SELECT COMMITTEE ON AGING

The Role of Physical Fitness in Reducing
Health and Long-Term Care of the Elderly

By

Richard O. Keelor, Ph.D.
Director of Program Development
President's Council on Physical

Fitness and Sports

April 14, 1976

Honorable Claude Pepper

Honorable Spark M. Matsunaga

Chairmen
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Regular exercise has emerged as one of the key factors
in reducing chronic physical degeneration associated
with living in our highly sedentary society.

In testimony before the Senate Subcommittee on Aging
one year ago, Frederick C. Swartz, MD, Chairman of the Ameri-
can Medical Association's Committee on Aging, called the lack
of physical fitness our nation's greatest health problem. He
went on to say that, "Here the answer is the simplest and
the cheapest, and has the greatest application, and its reflec-
tion on the reduction of morbidity and mortality rates would
be immediate and tremendous." In reference to exercise for
older Americans, this authority on aging for the AMA said,
"We are convinced that participation in regular exercise
programs increases the confidence and a feeling of well-being
of the individual and helps him stay off dependency by pre-
venting or softening the shaky hand and tottering gait syn-
drome."

While there are still a few misinformed individuals who
view regular exercise as some kind of fad or passing fancy,
and "fitness freak" can still be heard to describe a person
who is intelligently managing his life style with regular ex-
ercise, we believe that by and large, Americans are slowly
waking up to the physiological need of the human body for
regular physical activity.

An even more dramatic demonstration of what we call the
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"physical fitness renaissiance" in America can be found in
business and industry, and in the government. Facing the
growing human and financial cost of health care and the effects
of chronic physical degeneration on employees, these groups
are clearly moving towards a preventive strategy. Within
this strategy physical fitness has emerged as one of the
cheapest and most immediate remedies in preventing the
severe and predictable consequences of sedentary living.

Now, how does all this apply to our older population?
We believe that many of the health problems and the dis-
ability, dependency, and deterioration now associated with
aging are "acquired changes" resulting from poor personal
health practices rather than simply the result of the
gassage of time. A social attitude has evolved in this
country which suggests because of a person's age he is ex-
pected to have these changes. Therefore, we should sit back
and wait until they appear and then take the necessary steps
as a humanitarian society to care for them when they develop.

We further believe that many of the problems noted in
older prople which we attribute to aging are the direct
result of disuse, and are not just the normal ravages of time.
There is clear evidence of loss of muscle cells if they are
not used, just as there is evidence that the amount of muscle
mass can be increased with appropriate exercise. Disuse of

bodily systems not only affects skeletal muscles but can
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affect the heart muscle, decreasing the heart's capacity. It

can affect the lungs' capacity and almost every bodily system.
Nature seems to follow a simple principle: "If you don't use
it, you lose it."

As an example of this, let us consider atherosclerosis.
Atherosclerosis is the accumulation of fatty deposits in the
arteries. This can occur anywhere in the body. If it
affects the arteries to the heaft muscle, it causes heart
disease; to the brain, it causes strokes; to the legs, it
interferes with walking; to the kidneys, it can alter their
normal function. Because atherosclerosis leads to blockage
of the arteries, it interferes with circulation. Cells will
then be deficient in oxygen and nutrients and accumulate
end products of metabolism like carbon dioxide. These
adverse effects on the cells limit their capacity to reg-

enerate and hinder their growth and response to use, there-~

by contributing to the disuse problem. In their extreme
form they can result in cell death.

Through causing heart attacks, strokes, and kidney
disease and its multiple problems, atherosclerosis accounts
for approximately one half of the deaths in the United States.
It occasions untold numbers of cases of éenility because of
brain damage and a host of other medical problems. The
amount of fatty deposits in the arteries clearly increases

with age, and it was therefore once assumed that atheroscle-

S St as N e T

rosis was an aging phenomenon. This is obviously a false
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assumption, since atherosclerosis also cccurs in young people
particularly in the arteries to the heart in men as young as
22 years of age and in sufficient amounts to cause heart
attacks in these individuals. Nevertheless, because it in-
creases with age, the changes it brings about are often
considered as aging. They are, of course, acquired changes.
There is no argument about the application of this
principle to muscle tissue. The commonly observed decrease
in the size of muscles with increasing age is not all time
related. The muscle mass can be influenced by the amount
and type of physical activity. A person with relatively
small muscles can develop large muscles with a propérly carried
out weight training program. Exercise which causes the muscles
to have to contract firmly or against force will gradually in-
crease the size of the muscles. Older individuals who have
continued forms of physical activity that constantly work the
muscles often have retained 2 larger muscle mass than much
younger individuals who follow no physical fitness program.
The range of possibility of development of muscle mass is so
great that there is a very obvious overlap between the physically
active older person and the inactive young person. Not that
the very old person by physical activity alone can retain the max-
imum amount of muscular development that the human body is able
to achieve. But physical activity is a major factor in main-

taining muscle mass, and its absence is a major factor in
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failure to develop or maintain muscle mass.

Because physical activity progressively declines in in-
dividuals with increasing years, or sometimes with material
success, there is a tendency toward a gradual change in body
composition so that a large portion of the muscle mass is re-
placed with fat tissue. This is a main reason for the change
in body configuration attributed to aging. It is often
said that as a person gets older his chest falls. The largest
dimension is no longer around the chest but around the waist
and buttocks.

The commonly observed loss of muscle mass in advancing

years affects some muscle groups more than others. Muscle

tissue is typically lost between the bones in the hand, lead-
ing to the development of the "bony hand" of older individuals.
By appropriate hand exercises these muscles can be at least

partially maintained. Similarly, the muscle fibers in the

i L i i

4 arms and legs tend to shrink, so that the size of the muscles

in the extremities is decreased. The loss in size and strength

ooy LI

of the abdominal muscle results in the relaxed abdomen which
is a major factor in the familiar "bay window."

The muscles along the entire spine are likely to weaken,

ikt

as are those between the shoulders. These and other changes

are responsible for the posture and physical appearance of

i i L

| the bodies of older people. There is a constant battle against

gravity to maintain upright posture. As the muscles weaken,

the battle is lost and the body begins to sag. Just as an

old tree gradually bends to the earth, the human body bends
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more and more; its muscles can no longer keep the skeleton
in its optimal, upright position.

We commonly think of youth as being associated with
supple bodies with good muscles and strong bones capable
of a wide range of physical activity and endurance. We
think of age, by contrast, as being associated with loss
of muscles, weak and brittle bones, and loss of body supple-
ness. Certainly within our framework of iiving patterns
these concepts are true. Yet in many parts of the world

older individuals continue to be physically vigorous with strong

muscles, strong bones, and supple bodies.

It is interesting to note that much of the deconditioning
accepted as a normal by-product of aging can be induced in
young, well-conditioned men by the simple expedient of en-
forced bed rest in as little as three weeks.

f ' The Foundation for Optimal Health and Longevity in

California has done international research in exercise,

diet, and longevity to determine why some individuals and

population grcups are able to maintain vigor of mind and

] body with advancing age, whereas the majority follow the

| course of progressive deterioration cited above. These

studies were done in Ecuador, the Caucausus of Southern USSR,

Hunzaland in Kashmir, and California over a five year period.
These studies revealed that diet and prolonged physical

activity as a part of an individual's life style are a major

% factor in the maintenance of physical and mental vigor many .-
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years beyond the usval retirement age. Furthermore,

o e oe

regular endurance activity at appropriate levels of stress,

Py

in properly supervised programs, can allow older individuals

X
?
4
s

to maintain physical and mental vigor, lower the incident
rate of hypertension and cardiovascular disease, reduce blood
cholestrol and triglyceride levels, and help them maintain
slender, well muscled bodies. They concluded by observing
that mental and physical deterioration so commonly seen in
older individuals in the USA is not a part of the normal
process of aging, and therefore not inevitable. It is due

to specific diseases or is a consequence of many years of in-

sufficient use of mental and physical faculties. Further-

mofe, they concluded that properly designed and supervised

3 exercise pregrams based on endurance activities appear to be

s a practical substitute for the physical activities which
are a part of the life style of long-lived individuals in more

; physically active cultures than our own.

* A variety of other research, too extensive to cite here,

has demonstrated a number of health benefits that accrue as

3 the result of physical conditioning of the older individual,

including improved muscle strength and increased joint flex-

E ibility, increased total blood volume, and a regression in

EKG abnormalities.

i A rather well-known study conducted in California by

Dr. Herbert DeVrxies of the University of Southern California's

School of Gerontology, which was supported by Federal funds,
clearly demonstrated the trainability of older persons with

regard to physical fitness.

p—— ; et eamy *
N 1 PR R TR 5 (TR LA ST e e e = a2 T e P TR AT PRI AT Y . AT



I can personally testify, having traveled throughcut the
country extensively as a clinician and lecturer on the subject
of physical fitness, that the elderly are as responsive and
interested in improving their overall physical capacities
as any single group in our population. After all, they
realize as well as anyone the frightful price their bodies
have paid for years of sedentary living and, most of all,
they desire to regain all vigor and function possible in
order to maintain their independence and enjoy their remain-
ing years. I would invite anyone of you to join me in
observing first-hand the several exercise programs for the

elderly in the greater Maryland Area, many of which have

been a direct result of the demonstration project conducted

by the National Association of Human Development in cooperation
with the President's Council on Physical Fitness and Sports.

g Observe the movements of these vigorous, upright and enthusiastic
people, many of whom have built themselves up to a point

where they are into jogging and vigorous calisthenics.

It is a moot question whether they are active becauss

R S AR &

O0f their enthusiasm, or enthusiastic and interested because

Bhnah

of their activity. The two characteristics unquestionably

; go hand in hand. It may be significant that if one of these
healthy older individuals is compelled to remain inactive

for a prolonged period, by accident or illness, deterioration

4 will set in and a steady downhill course will ensue unless

the individual can be stimulated to return to the greatest

degree of activity possible.
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: The major issue confronting individuals and agencies
interested in reducing degeneration and dependence through
improved levels of physical fitness of older Americans is:
where do we find the leadership to conduct the programs

and how can we afford to conduct them? In the demonstration
program we believe it was clearly shown that laymen can be
trained to conduct mild, low stress exercise programs in
already existing social service centers. Furthermore, with
very low comparative cost, volunteer leaders can be organized
to assist and develop these programs throughout the country.

Central to any effort in improving the physical fitness

of older people is a total approach of health education
% which recruits, educates, and motivates a basic life style
from physical dependence to physical self-management.
In summary, the President's Council on Physical Fitness
4 and Sports is of the opinion that it would be both productive
and economical in reducing the human and finéncial costs associ-

ated with the health and intensive care of the elderly to en-

" g suaps Sl ot

A

courage the development of both immediate and long-range pro-

grams to assist older Americans to attain and maintain im-

s g

proved physical fitness. This opinion is based upon the following

beliefs:

Gt

4 1. Regular exercise at appropriate levels of stress can im-
prove the function of the heart and circulatory system, in-

crease flexibility and range of motion, and increase muscular

strength in otherwise deconditioned older people.
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2. Appropriate levels of physical activity can reduce the

‘
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effects of physical degeneration and dependence normally

ek

E associated with older persons.

| 3. A state of improved physical fitness enhances the quality
of life for the elderly by increasing independence. The
ability to "go places and do things" without being dependent
on others, provides a strong psychological 1lift which is
conducive to good mental health.

4. The benefits of regular physical activity are not
exclusive to already active older people. The frail, feeble,
and even bed-ridden individuals can profit to some degree

from appropriate levels of exercise conducted by competent

persons;
5. All levels of Government and concerned individuals should
] encourage activities of health education and leadership
training to develop specialists capable of conducting and
supervising fitness activities for the elderly;
: 6. It is only when adequate }ecognition is given to the im-
portant role of physical fitness in changing the destructive
life style of our people that we can fully expect to reduce
; the cost of health and intensive care .of the elderly.

It would seem that we may have no alternatives. Aren't
we already spending one of every eight dollars we make on
1 health care? 1Isn't this cost continuing to go up at an
astronomical rate? We can't accommodate ourselves to a .

situation like that. We have to prevent its development.
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That is the humane course, it's the practical course, and
it's probably the only course we can afford.

When adequate programs are develcped and applied we
believe that we will be able to document financial savings
to the American people above the costs of such programs, not
to speak of the psychological and physiological benefits
that will be derived by individuals and society through having
more healthy, happy, and independent older Americans.

The American people spend billions on health care and
the search for answers to medical riddles. Why not spend
a million or so to put into effect the answers we have in

a preventative approach?

I will be glad to answer any guestions, and I thank

you for the privilege of appearing before you.
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HEW to F ree
Nutrition Funds

For Elderly

Associated Press

The Department of
Health, Education and Wel-
fare said yesterday it will
spend the full $87.5 million
appropriated for nutrition
programs for the elderly
. this year, as sought by an
anti-hunger organization’s
lawsuit.

The result of the decision
will be to release $37.5 mil-
lion for nutrition programs
during April, May and Jung,
an HEW spokesman said.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20201

'2+4. NAR 1976

NOTE TO SPENCER JOHNSON

Subject: Congressional Reaction to the Administration's
Medicare Proposal (Per your Request)

Sufficient experience has now been gained to permit us to gage
preliminary Congressional reaction to the Administration's Medicare
catastrophic proposal. Essentially this proposal consists of

three parts: 1) a 7 percent and 4 percent cap on inflationary
hospital and practitioner charges, respectively; 2) a dynamic
deductible and 10 percent coinsurance charge to beneficiaries;

and 3) a $500 and $250 annual "catastrophic'" cap on hospital

and practitioner charges to beneficiaries.

Shortly before the bill's introduction, three days of hearings were
held before Congressman Rostenkowski's Subcommittee on Health (Ways
and Means) during which every witness, except for the Secretary of
DHEW, opposed the measure on one or more grounds (see attached
summaries). The 7 percent and 4 percent caps were attacked

as unrealistic and unattainable. Increased costs, it is

claimed, would merely be shifted to non-Medicare patients.

Although the catastrophic benefit was thought to be of value -

for a few, the cost sharing imposed on all 25 million Medicare
beneficiaries was regarded as a greatly disproportionate burden.
Individually, each Medicare beneficiary would pay a substantially
increased cost in exchange for coverage of a relatively remote
risk. The beneficiary population as a whole would be paying
approximately $.4 billion more in costs than the value of the

new benefit received.

Following the hearing, statements were issued to the press which
indicated interest in the expanded benefit, exclusive of the

7 percent and 4 percent cap and cost sharing features. The
Subcommittee subsequently notified the Congressional Budget Committee
of its desire to ear mark $200 million for the "start-up" of a
possible Medicare catastrophic benefit.

Obtaining introduction of the Administration's proposal has proven
difficult. Congressman Duncan (ranking minority member on the
Rostenkowski Subcommittee) was asked and agreed to do so, but
unexpectedly reversed himself and introduced it by request.
Congressman Martin (R-N.C.) also declined to introduce the
measure. Senators Curtis, Roth and Fannin were each approached
and declined to introduce it, except by request.
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Subsequently, further meetings were arranged with Congressman
Martin and his staff; Congressman Cotter (D-Conn.) and Harvey Pies,
Minority Counsel for the Subcommittee. The information derived
from the multiplicity of these contacts and communications may be
summarized as follows:

1) There is some bi-partisan interest in the House
for consideration of a hospital and practitiomer
cap, though at a percentage level higher than
recommended by the Administration.

2) There is a bi-partisan consensus in the House, and
in the Senate, that the cost sharing features proposed
by the Administration are either unacceptable or too
high.

3) There is bi-partisan interest in the House for
enactment of the catastrophic benefit proposed by the
Administration.

In view of the above information, it is now necessary to determine
whether the Administration's posture is sufficiently flexible to
encourage House action on the bill and to permit negotiation as

to its contents. If enactment of the measure is to be actively
sought, then appropriate discussions should be organized as

soon as possible.

—

E o B
Gene R. Haislip

Deputy Assistant Secretary
for Legislation (Health)

Attachment
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MEMORANDUM
Pos Members of the Subcommittee on Health
From: Dan Rostenkowski, Chairman -

On January 21, 1976, the Subcommittee on Health
met to discuss an agenda for the second session of the
94th Congress. At that time, we decided to defer further
discussion of specific medicare legislation until after
hearings on the President's medicare proposals.

As a result of those February hearings, other
testimony that was taken on medicare amendments last fall,
and certain work in the medicare area by the Oversight
Subcommittee, I have developed an outline of a proposal
responsive to some of the more pressing problems in the
medicare area. This outline is enclosed for your consid-
eration. I would request that all members submit to the
Subcommittee staff by April 16, 1976, comments on this
outline, including alternatives or additional amendments
that they might want to propose.

It is my intention to have the staff develop
from this outline and comments received from individual
Subcommittee members a working document that would become
the .basis. for and define the scope of a Subcommittee .
markup beginning in the early part of May. 1In addition
to the enclosed outline and alternatives that may be
proposed, the document will include background material
in much the same manner as was done for full Committee
consideration of the first phase of tax reform.

In either endorsing aspects of this proposal
or in developing alternatives to it, I would only like to
caution the members that whatever legislation is eventually



developed must be fashioned in such a balanced manner as

to show a strong awareness of the fiscal year 1977 budgetary
targets that will soon be established for the medicare
program. At present, the House Budget Committee has agreed
to our recommendation for medicare spending at a level of
$200 million over present law.

Members of the Subcommittee staff will of course
be available not only to assist individual members in the
analysis of the tentative proposals, but also to assist
in the preparation of any supplemental or alternative
proposals related to the agenda that members feel should
be included in the Committee Print for markup.

DR/sm
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OUTLINE OF POSSIBLE MEDICARE PROPOSALS

1. Catastrophic Insurance Protection for Medicare Beneficiaries

Sadeiiad

(a) Hospital Insurance Provisions—--Under present law, an
individual pays a deductible (presently $104) toward the cost
of his first hospitalization in a benefit period. After
payment of this $104 inpatient hospital deductible, medicare
covers all other hospital costs for the first sixty days of
hospitalization in that benefit period. From the 6lst day
through the 90th day, an individual pays a coinsurance amount
equal to one-fourth of the inpatient hospital deductible

. (presently $26) for each day he is hospitalized. If an

individual requires hospitalization after the 90th day of .
hospitalization in a benefit period, he may elect to utilize
part of his lifetime reserve of sixty additional days of
hospital coverage for which he must pay a coinsurance amount
(presently $52) per day. Unlike the first 90 days of coverage
which become available again at the outset of a new benefit
period, lifetime reserve days cannot be replaced. An
individual can begin a new benefit period each time when
for a period of sixty consecutive days he is neither an
inpatient in a hospital or in a skilled nursing facility.
The proposal would eliminate the present restriction on
use of hospital days in a benefit period and set an annual
maximum amount that an individual would be required to pay
in any calendar year for covered hospital services. This
annual limit would equal $500 for 1977 and would be adjusted
upward in the future years to keep pace with increases in
social security cash benefits. An individual under the
proposal would pay the inpatient hospital deductible no more

than once in a year. He would also pay the coinsurance
amounts for hospital days after day 60 in that year until

he has paid a maximum of $500 in deductibles and coinsurance.
After that, all covered hospital services would be covered in
full for the remainder of the calendar year. In addition to
the deductible and coinsurance amounts for hospital care,

the deductible and coinsurance amounts for a revised skilled
nursing facility benefit would be applied toward the same

~ $500 annual maximum. (See section 2(a) for revised skilled

nursing benefit.)
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(b) Medical Insurance Provisions--Under present law,
medicare part B currently pays (after an annual deductible)
80 percent of the reasonable charge for physician services.
Beneficiaries only pay a 20 percent coinsurance after the
annual deductible amount has been met.

The proposal would set an annual maximum amount that
an individual would have tc pay in deductible and coinsurance
payments for physician services under part B. This limit would
equal $250 for 1977 and would be adjusted upward in future
years to keep pace with increases in social security cash
benefits. As in the Administration's catastrophic proposal,
charges made by physicians in excess of the reasonable charge
(which are presently not covered by medicare) would not be
included in this ceiling. ,

2. Improvements in the Skilled Nur51ng Fac111ty and Home
Health Benefits :

The proposed provision would eliminate the present
requirement that a covered stay in a skilled nursing facility,
or use of the home health benefit, must be related to and follow
an inpatient hospital stay of at least three days. Elimination
of this requirement would mean that the existence of any
condition which requires care in a skilled nursing facility
~or use of the skilled services of the home health benefit
would be the basis of eligibility for these services.

Since the skilled nursing facility benefit would no
longexr be subject to the prior hospitalization requirement,
a deductible equal to one-half the hospital deductible would
be imposed at the beginning of each new benefit period
. (see Item #1 for explanation of benefit period). The total
amount paid for deductibles (hospital and skilled nursing
facility) which an individual would have to pay in a single
calendar year, however, would not exceed the amount of the
hospital deductible for that year ($104 in 1976).

In addition, the skilled nursing facility deductible
and any skilled nursing facility coinsurance incurred would
be applied to the annual part A maximum amount a beneficiary
would have to pay ($500 in 1977). The present skilled
nursing facility coinsurance requirements (one-eighth of
" the hospital deductible amount per day for the 21st through
100th day) and the present limitation of 100 days of skilled
nursing facility ceve per spell of illness would remain.
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The proposal would also liberalize the home health
benefit by moving the 100 visits available under part B
to part A so that these 100 visits are no longer subject
to the annual part B deductible. Thus, 200 home health
visits would be available under part A with no requirements
for prior hospitalization or cost-sharing.

3. Limitation on Increases:in Hospital Costs

The rising cost of hospital care continues to be the
major factor driving up medicare expenditures. Between
FY 1971 and FY 1977, total medicare expenditures increased
from $7.8 billion to an estimated $21.7 billion. Hospital
care expenditures under medicare (part A) for FY 1977 will
exceed $15 billion, an increase of almost $3 billion over
FY 1976 expenditures. Only about 18 percent of this
.increase is attributable to growth in the number of
beneficiaries; about 80 percent of this increase is the
result of higher costs per patient day.. .

Moreover, it is expected that in the absence of any
restraints hospital costs will increase next year by about
15 percent. (If hospital wages were held to the same rate
of increase as general wage levels and if prices paid by
hospitals for goods and services increased at the same rate
expected for the économy generally, hospital costs would
only go up by about eight percent.) Although the drastic
limitation proposed by the Administration (limiting increases
in hospital costs to seven percent) would probably adversely
affect services to beneficiaries, it seems clear that some
reasonable restraints are necessary to assure the stability
of the medicare program.

The proposal would deal with this cost problem by
providing for a limitation in the range of 9-1/2 to

g A — S ——— G

reasonable by medicare and by initiating steps designed

to lead to the implementation over time of a prospective
reimbursement system. The proposed limitation would allow
for reasonable increases in hospital wage levels and for
necessary improvements in services. The limitation would

be applied on a national basis, with provision for adjustments
on a local basis where appropriate, and provision for an
exception procedure to take account of unique individual
circumstances. "he Secretary would be required to issue
guidelines for exceptions that would, for example, recognize
new construction or renovation approved by planning agencies,
large wage agreements negotiated prior to enactment, and
documented changes in patient mix.
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10-percent-on-increases in hospital costs recognized.as ... .
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The proposal would also direct the Secretary to
develop a plan for implementing a prospective reim-
bursement system that includes: (1) a uniform hospital
accounting, reporting and cost allocation system; (2) a
hospital classification system with reimbursement

"limits set prospectively for each class of institution

and offering financial incentives for efficient performance;
and (3) appropriate provisions for an appeals process, for
adjustment of prospective rates to take account of
contingencies beyond the hospital's control, for parti-

_ cipation of planning agencies in the evaluation of proposed

capital expenditures and for periodic congressional review
of operating experience. The proposed prospective reim-
bursement system when approved by the Congress would be
implemented over a three-to-four-year period and when
fully implemented, would supersede the transitional

~limitation described above.

4. Incentives to Encourage Physicians' Use of Assignment

Under present law, physicians may agree to accept assignment
of a medicare claim and thereby agree to accept, as payment in
full, whatever medicare determines is the reasonable charge
for the service provided. When the physician ‘accepts
assignment, he may bill the beneficiary only for the coinsurance
(20 percent of the medicare-determined reasonable charge) plus
any portion of the annual deductible the beneficiary has not
yet met. :

It is in the interest of the beneficiary for the physician
to accept assignment, otherwise the physician bills the patient

directly for the actual charge. The actual charge is often

greater than the medicare reasonable charge for the service
and the beneficiary must then make up the difference out-of-
pocket. Under the present system, beneficiaries generally do
not know whether a physician will accept assignment on any

e e,

particular-claim until-the-service-is-provided . .

i)

The proposed provision would create incentives for
physicians to become "participating physicians" who would,
by formal arrangement, agree to accept assignment of
medicare claims in all cases. This would allow beneficiaries
to "shop around" for a physician they could be sure would
accept assignment of their claims. The incentives to become

~a participating physician could include such things as

streamlining the biiling process through use of multiple
billing forms on w<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>