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BARRIERS TO HEALTH CARE FOR OLDER AMERICANS

WEDNESDAY, JUNE 26, 1974
U.S. SENATE,

SuBcoMMITTEE ON HEALTH OoF THE ELDERLY OF THE
» Seecran, COMMITTEE ON AGING,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10 a.m. in room 212,
Russell Senate Office Building, Hon. Edmund S. Muskie, chairman,
presiding. ' .
Presengt: Senators Muskie, Mondale, Hansen, Brock, and Domenici.
Also present: William E. Oriol, staff director; Val Halamandaris,
associate counsel; Elizabeth Heidbreder and John Edie, professional
staff members; John Guy Miller, minority staff director; Margaret
Fayé, minority professional stafl member; Gerald Strickler, printing
assistant; Yvonne McCoy, assistant chief clerk; Donna Gluck and

Joan Merrigan, clerks. :

OPENING STATEMENT BY SENATOR EDMUND S. MUSKIE,
' CHAIRMAN '

Senator Muskir. The subcommittee will be in order.

Yesterday, this subcommittee heard from witnesses-from the Abbott-
Northwestern Hospital and Minneapolis Age and Opportunity Cen-
ter. They described what happened when a senior clinic opened its
doors to older people with the promise that nothing would be charged
to the patient above what Medicare would pay.

Daphne Krause, executive director of the center, told in very effect-
ing terms of the people that overloaded the facilities of the clinic. She
sald: “QOur staff were faced with the horrendous choice of choosing
between the sick and the very sick and trying to decide who needed help
the most urgently.”

A large majority of the patients who came to the clinic did so be-
cause of the need for immediate medical attention. Yet many had gone
without seeing a doctor for long periods of time because of their fear
of bills. They had what she called “paper doctors” or doctors of record
only who they did not see until a crisis situation arose.

The clinic filled an enormous need because of the very real fear of
these elderly widows and retired people that their small incomes and
savings could not bear the Medicare deductible and coinsurance
charges. . . : :

While the hospital anticipated absorbing such costs, it found that
after the clinic, had been operating a while, it was being disallowed
Medicare reimbursement for diagnostic services which before had been

(1327)
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paid without question. Blue Cross, as the Medicare mtermediary,
began to scrutinize every claim and deny many in an action that was
described as discriminatory.

At the same time, older people were canceling their medi-gap
insurance policies under Blue Cross as they signed up for the free
¢linic. This resulted in the reduction of premiums in Minnesota from
50 cents to $1.50 a month and an open enrollment period. This occurred
just after the Medicare deductible was raised from $72 to $84 and an
increase in the part A coinsurance from $18 to $21. Such decreases in
insurance premiums are surely unusual—f not unprecedented.

The actions of the intermediary raises serious questions concerning
the role of the fiscal intermediary in the Medicare program. They also
raise questions of the dual role of an insurance company as inter-
mediary and seller of health insurance policies.

- We have Blue Cross here today to reply to some of the questions
that were raised yesterday, and we also have representatives from the
Social Security Administration to comment. I look forward to their
testimony. =

But yesterday’s testimony raised even more serious questions about
the Medicare laws themselves—whether they are being administered
in cases like this according to congressional intent, and whether they
need changing. ‘

- May I at this point express the regret of Senator Humphrey that he
could not be here today.

Senator Mondale was here yesterday, he participated in the hearing
and the questioning, and was most interested in being here today.
Unfortunately, he 1s tied down in another hearing and might not be
here, but his interest yesterday reflects his interest in the hearing
today, and I am sure he will study the record closely, so I would now
like to call our first witness, representing Blue Cross-Blue Shield of
Minnesota, the director of Government programs, James L. Flavin,
accompanied by Winton Johnson, vice president of finance.

STATEMENT OF JAMES L. FLAVIN, DIRECTOR OF GOVERNMENT
PROGRAMS, BLUE CROSS-BLUE SHIELD OF MINNESOTA; ACCOM-
, VPANIED BY WINTON P. JOHNSON

My, Fravin. Thank you. Mr. Chairman, committee members, my
name is James L. Flavin and I am the director of Government pro-
grams for Blue Cross and Blue Shield of Minnesota. Also with me
today is Winton P. Johnson, vice president of finance for our
organization.

1t is a privilege and honor to address you today concerning the very
important issue of health care for the elderly. As you are aware, there
is a somewhat unique health program for certain senior citizens
residing in Minneapolis, called the Minneapolis Age and Opportunity
Center, Inc. This organization has an arrangement with Abbott-
Northwestern Hospital and certain physicians in the Minneapolis area
to carry out this program. The intent of the Minneapolis age and
opportunity program is to offer comprehensive health and social serv-
ices which some elderly citizens might not otherwise receive or seek
out.
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Blue Cross and Blue Shield of Minnesota’s corporate policy is to
enthusiastically support programs which attempt to provide needed
medical and social services not only to senior citizens but to all seg-
ments of the population. .

As a Medicare fiscal intermediary, we have certain contractual ob-
ligations with the Department of Health, Education, and Welfare. To
fulfill those contractual obligations, we have had, over the last few
months, several telephone conversations and meetings with representa-
tives from Abbott-Northwestern Hospital concerning the Minneapolis
age and opportunity program.

In addition, we have also discussed the program with the Travelers
Insurance Co., the part B Medicare carrier serving the Minneapolis
area, and appropriate bureau of health insurance representatives. As
an intermediary, our concerns centered around the issue as to whether
certain services provided by the hospital’s outpatient department were
covered services under the Medicare program. The Medicare program
is, as you know, an insurance program and similar to many private
health insurance programs has certain deductible, coinsurance and ex-
clusionary features. The program, for example, excludes routine physi-
cal exams and diagnostic screening tests associated with those examina-
tions. To that point I would like to quote from section 3157 of the
part A intermediary manual issued by the Department of Health, Ecu-
cation, and Welfare: :

The routine physical checkup exclusion applies to (a) examinations performed
without relationship to treatment or diagnosis for a specific illness, symptom,
complaint, or injury.

In adjudicating outpatient claims from Abbott-Northwestern Hos-
pital, we became concerned when several claims were received with
identical laboratory and radiological services and charges. It was ob-
vious that these services might be part of a screening examination and,
therefore, not covered under the program. Subsequent investigation
confirmed the fact that initial visits involved diagnostic screening ex-
aminations and followup physicals. This is an integral part of the
Minneapolis age and opportunity program and here I quote from a
letter by Daphne Krause, executive director of the Minneapolis Age
and Opportunity Center, to cach new clinic member :

In order to give you the quality health care and supportive services which we
are committed to provide for you, we are setting up an appointment for you to
receive a complete diagnostic screening. Following this, probably within a week,
we will ask you to return for your physical with one of our doctors.

A copy of this letter is attached to my testimony.

Blue Cross personnel met on March 4, 1974, with Abbott-North-
western Hospital personnel to discuss reimbursement questions. At that
time, we indicated it appeared the initial visit and laboratory services
were for diagnostic screening purposes and, since Medicare excludes
these services from coverage, we have to disallow them. A summary
of that meeting will be supplied later.? .

Another meeting was held on April 11, 1974, at which time we
reiterated our concerns regarding the coverage issue. At that meeting,
we again asked the hospital to screen those claims which involved

1 See appendix, item 3, p. 1385,
2 See appendix, item 3, p. 1386.
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noncovered services as defined under the Medicare program. We would
then be able to routinely reimburse the hospital for all other claims
filed in connection with the Minneapolis age and opportunity program.
This procedure is, incidentally, in effect at another Minneapolis hos-

ital which has a similar but unrelated senior citizens’ program.

herefore, to insure that we are meeting our contractual obligations
of not paying for noncovered services, we have to screen the outpatient
claims submitted by this provider.

Tt was also at the April 11, 1974, meeting the minutes reflected an
attitude of discrimination against Abbott-Northwestern Hospital. Un-
fortunately, Mr. Chairman, Blue Cross and Blue Shield of Minnesota
did not receive a copy of those minutes until your good office included
them with your letter to appear at this hearing. Had we had a copy
of the minutes, I’'m confident our corrections, deletions, or additions
agreed to bilaterally would have carried a different concept of the
meeting proceedings as opposed to the unilateral minutes provided to
your office.

A better word selection than “discrimination” should have been
used by our employee to convey our course of action. The broad issue
is to examine Blue Cross and Blue Shield’s course of action in view of
our testimony.

INTERMEDIARY’S OBLIGATIONS

In conclusion, I feel a few comments regarding our perception of an
intermediary’s obligations and responsibilities might be helpful to the
subcommittee. Our responsibilities include acting in an agent role for
both the Federal Government and the providers of services, but most
importantly, we also represent the interests of the Medicare beneficiary.
This is, as you are aware, a very difficult task in that each of these
groups has certain vested interests which, at times, may be in conflict
with each other. In Minnesota, we have, to the best of our ability,
attempted to represent each of these groups in a fair and impartial
manner consistent with our contractual obligations.

The Blue Cross and Blue Shield system as a whole has performed
well in this role. We know of no comparable existing system which
has the ability, experience, and expertise to adequately represent all
these groups in this unique intermediary-type role.

Let me also state Blue Cross and Blue Shield of Minnesota’s corpo-
rate policy with respect to our administering the Medicare program.
It is our policy in adjudicating Medicare claims to rule in favor of
the beneficiary if there is any reasonable doubt as to whether medical
care is covered under the Medicare program. We feel that this was
and is the intent of Congress. However, it is our judgment that the
regulations are quite clear with respect to noncoverage of screening
examinations. To fulfill our contractual obligations with the Depart-
ment of Health, Education, and Welfare, we therefore have to deny
the initial screening examination unless there are symptoms present
which warrant the services rendered.

This will conclude my testimony. Once again, we thank the sub-
committee for inviting us to appear.
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Senator Muskre. Senator Hansen was unavoidably delayed, and
I think at this point we ought to yield to him so he may make a
statement.

STATEMENT BY SENATOR CLIFFORD P. HANSEN

Senator Hansex. Mr. Chairman, thank you very much for your
courtesy. I do regret another appointment I had was a little bit slow
in being completed, and unfortunately delayed my geiting over here.

Mr. Chairman, the testimony presented yesterday by the representa-
tives of the Abbott-Northwestern Hospital offers all of us who are
concerned with the situation of the aged person an opportunity once
again to examine this issue with more clarity and perception.

Although in agreement that society should engage in efforts to help
the aged procure essential medical care, I am somewhat disturbed at
the recommendations to increase the scope of benefits of present Medi-
care law,

I sce great difficulties that lie ahead if we increase the Federal role
in plroylding medical care for our senior citizens beyond what it al-
ready is.

01?7(; of them is cost. In 1971, Medicare paid $7.5 billion in reim-
bursements. If this was actually only 40 percent of the medical costs
of the elderly, then to have paid the full medical costs would have
cost the Federal Government $18.75 billion. Such a figure staggers
the imagination.

Taking intc account inflation since 1971, the figure to provide
needed medical care to our senior citizens at a Federal level now
would be much higher. The fact is that the health needs of senior
citizens are unlimited, and will never be able to be fully met by a Gov-
ernment handout program.

The task is one of herculean proportions, and may be beyond the
zapacity of our economy to sustain, without a renewed demonstration
of personal and family commitment to help.

In a period when inflation is our Nation’s No. 1 problem, and is

Smare IncreaseE 1N DeEMaND

principally caused and aggravated by spiraling Government expendi-
tures, I find it highly irresponsible to propose increasing to unthink-
able proportions the expenditures of the Federal budget for health,
I\-‘he]n these costs could and should be met at State, local, and individual
evels.

Another serious problem that we should consider in removing the
financial barriers is the sharp increase in demand that would be ex-
perienced within the health system if it were suddenly opened up to
mereased requests for health care services. If the experience at Abbott-
Northwestern Hospital were duplicated all over the country when
medical care was offered for free, can you imagine the turmoil and
confusion that would result?

I suggest that all of our health care facilities would be inundated
with demands for health care, legitimate and imagined, far beyond
our capacity to provide it. Such a situation would have no other re-

46-546—75 2
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sult than to repeat the experience of 1965 when medical prices sharply
increased as the demand heavily exceeded the supply of medical
facilities. L.

Many physicians noted that as the demands upon their time m-
creased, as the patientload became greater, they were forced to spend
less time with each patient. In order to assure that the patient had been
diagnosed properly, the doctor often ordered varied laboratory and
X-ray tests. These tests were not always necessary, but to “be safe,”
they were requested.

As the financial barriers are lowered, the doctor becomes further
and further inundated with patients demanding care. Of course, he
cannot continue to supply the same quality of care as before.

So vou see, we have a very real practical problem with reducing fi-
nancial barriers to medical care.

There is no doubt in my mind that, when medical services are
offered at low cost or for free, most individuals—whether they are
actually delaying going to the doctor because of limited resources, or
whether they are just going some place where they will have to pay
more—will opt for the cheaper of the two alternatives. I suspect that
this is what happened in Minnesota.

Without demeaning or ignoring the crying need for providing
medical care for our senior citizens, then, may I suggest that we turn
from further Federal responsibility in this area and encourage private
and local efforts?

PurmmaxtarOPIC CONTRIBUTIONS

It is of great interest to me to know the extent of such efforts as
represented by private philanthropic contributions to health care.
During 1973, $3.98 billion was contributed by private philanthropy
for health and hospitals—about 4 percent of total health spending,
and about 19 percent of private, nonprofit construction costs. ’

A statistical report prepared for the American Association of Fund-
raising Counsel, presenting figures on 84 fundraising campaigns,
shows contributions totaling $183,500,849. Goal attainments ranged
from 210.8 percent of a $250,000 goal to 58 percent of a $1.5 million
goal. Corporations accounted for 37.9 percent of the total raised ; other
individuals accounted for 16.3 percent, and foundations for 15.1 per-
cent.

Of particular note is that of 244,680 gifts, 242,000 were gifts of
85,000 or less. In 32 instances. the largest gift was made by a corpora-
tion or financial institution; in 11 instances, by an individual or fam-
ily; in 10 instances, by a foundation; and in 6 instances, by a hospital
auxiliary organization.

Of supreme importance to me is that in these fundraising cam-
paigns, 83,513 volunteer workers were involved—this is great.

The figures are significant, for it shows that the principle of private
and local responsibility for philanthropic contributions is not lost. I
assert that this is what we ought to encourage. Surely if such efforts
were expanded, we could deal much more effectively with the prob-
lems of our senior citizens. ‘
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A proposal which shows real understanding of the basic issues is
that made by William Buckley and printed in the Congressional
Record several months ago. Mr. Buckley, the noted columnist, pro-
posed that:

The burden of the nonprofessional work done in behalf of the aged should
be done by young men and women graduated from high school, during 1 year
before matriculating at college. . . . The experience would remind young people
at an impressionable age of the nature of genuine, humanitarian service, which
is the disinterested personal act of kindness, administered by one individual
directly to another individual. . . . The opportunity is great for initiative from
the private sector.

Such a policy would return us to a realization of the responsibility
of the individual and local association to provide help for the elderly.
It would inculcate among our people a sincere interest of love, trust,
and appreciation for the senior members of society. And that is the
basis for sincere community efforts to help them procure needed medi-
cal care.

Mrs. HunTER MEETS CHALLENGE

I would like to refer to just one more example from my home State
of Wyoming. This is the exciting story of Eileen Hunter of Jackson
Hole, Wyo., who has played such an important role in the construc-
tion, operation, and expansion of the St. John’s Hospital there. St.
John’s Hospital has just completed an expansion that adds six semi-
private rooms, a physical therapy department, and a nurses’ station.
The project was begun over a year ago and reflects the continuing
commitment of Eileen Hunter and the public response her altruism
stimulates. '

Noting that the nursing home facility might be phased out due to
a rapid increase of acute care patients during 1973, Mrs. Hunter
raised ‘the initial $50,000 of the total $150,000 for the expansion. She
then spearheaded the drive to make up the full amount. When asked -
an approximate total of her hospital donations Eileen replies, with
typical Eileen Hunter style, “if I can afford to give a lot and another
can afford to give a dollar, then we're even.”

While the contributions of Mrs. Hunter and John D. Rockefeller,
Jr., were paradigms of philanthropy at its best, it must be noted
that the working men and women of Jackson Hole, by pledging
amounts of only a few dollars per month over a period of years
persuaded the board of St. John’s that it could build the new hospital
facilities.

I submit that this is the type of thing we ought to consider. While
the sustained dedication Mrs. Hunter exhibits is uncommon, I suspect
that through some formal encouragement such efforts conld become
much more common and effective in carrying the burden of providing
help to our senior citizens.

It is the principle of this issue that is most important—that indi-
viduals and private entities become active and involved in charitable
support and contributions. It is far better for individuals to recognize
their responsibility to help their neighbor than to shirk the responsi-
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bility or abdicate it to the Government. Disinterested, third-party
intermediary government roles will never match personal eiforts
based on sincere concern and motivated by love, trust, and respect.

I believe that demands for expansion of governmental programs of
Medicare and Medicaid would be sharply reduced if private individ-
uals, associations, and local governments, to the extent of their abili-
ties, would take care of their families, kin, and the underprivileged.

T realize the political advantages to be gained by supporting far-
reaching, comprehensive benefit programs for the aged. But in this
instance, in all good faith and candor, I must defer the responsibility
to your State and local governments, and private individuals and
assocliations.

To do otherwise would be to hold out false promises that may never
be met, and +will surely result in further discontent and distrust of our
public officials by-all our people. Thank you very much.

Senator Muskie. I see Senator Domenici and Senator Brock are
here. You have already heard Mr. Flavin’s testimony, but if you have
opening statements, I would be happy to yield for that purpose.

STATEMENT BY SENATOR PETE V. DOMENICI

Senator Domexntcr. Mr. Chairman, just a brief statement, I heard
most of yesterday’s testimony. Having actually conducted some hear-
ings on barriers to health care, and having seen the diverse programs
we have in existence, I was most struck yesterday by a summary that
Dr. Farber made. After he went into some detail about his experience
as a volunteer provider of medical services, working as part of a team
of physicians that donated a substantial portion of their time to the
effort that we heard yesterday, he went on to say that current funding
of Medicare is grossly inadequate for patients dependent for their
- assistance on Social Security payments.

His conclusion, to me, was most emphatic and true, and if we could
come to grips with it, I think we would be on the way to some success.
He concluded, there is no doubt that early preventive medical care,
with appropriate backup services, to this population of patients vastly
reduces the overall cost to society of their medical care. I think this
ties in with the national policy which seems to unnecessarily institu-
tionalize our senior citizens.

This has been destroying other relationships which are good. T think
if we could put the local package of costs together, we would find that
a better preventive program and backup program for senior citizens
over the Tong haul would be cheaper than what we are doing now, and
certainly be the more honorable, more moral way to handle the
problem,

It would increase relationships of parent to child, family relation-
ships, and home care. I am extremely interested in this overall picture
as we move in that direction.

é thank the chairman for permitting me to have a few comments
today.. ) .

Senator Muskie. Thank you very much, Senator Domenici.

STATEMENT OF JAMES L. FLAVIN—Continued

Mr. Flavin, if I may get into your testimony of the issue that has
been raised, first of all, with respect to the meeting of April 11, 1974,
did your representatives keep minutes of that meeting?
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Mr. Fravin. Not specifically minutes of the meeting, however, it is
a common practice with our people, Senator, when they attend any
kind of a meeting outside of our building, to write up a report for the
file, it is a history of what went on, and we do have that particular
document, in our files. :

Senator Muskie. What is that? Who prepared that document ?

Mr. Fravin. May I see 1t %

Senator Muskre. Is thisit?

Mr. Fravin. No, these minutes are the minutes I referred to in my
testimony. Blue Cross had not seen them before you sent them to us.

Senator Muskiz. Before I get into this, I want to know whether or
not you kept minutes, and the report, have you made that report,.
would you make that report available to the committee ¢

Mzr. Fravin. I have it with me,

Senator Muskie. I think it would be useful for the record to have it..

Mr. Fravin. We will provide it.!

Senator Muskie. Now, these minutes which Mrs. Krause provided
to the committee were sworn on June 11 of this year by Richard
Kramer, and there are several other certifications to the effect they do
reflect the meeting, and I think those affidavits should also be a part of
the record, and we will have your version also.

Mr. Fraviv. Fine.

Senator Muskie. Now, who prepared that report ?

Mr. Fravin. Our report, Senator, the one I am going to give you,
was prepared by Sharon Blood, mentioned in the minutes.

Senator Muskir. She was present for all the meeting ¢

Mr. Fravix. Yes.

Senator Muskiz. Does she challenge the statement attributed to her
in the minutes which the committee has?

Mr. Fravin I do not think she has challenged them as such, however,
she gives an explanation of some of her statements in her recollection
of that particular meeting. :

Senator Musxie. And those explanations are contained in the re-
port which you are now filing ?

Mr. Fravin, Yes.

Senator Musxie. I may have an opportunity a little later to look at
her report, and I may have some questions about it.

Mr. Fravin. Fine.

Senator Muskiz. First of all, let me ask you, what is your organiza-
tion’s attitude toward this program that we heard so much of yester-
day, and which is now the subject of these hearings?

Do you think it is a good thing ? Do you think it is a good way to deal
with the problems of the aged? Do you support the central idea which
is to provide medical care at no greater cost to the patient than the
Medicare payment ? :

Do you think that is a sound concept, something that your organiza-
tion would support? : -

Mr. Fravin. Senator, I would answer in this way. I think you asked
what our attitude would be toward Government programs, specifically
Medicare. :

1 See appendix, item 3, p. 1886.
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Senator Muskre. I am talking about this particular program, the
Abbott-Northwestern program, as developed and implemented in
Minneapolis. What is your feeling about it? Do you support 1t;1s1t a
good thing; is it performing a useful service? )

Mr. Fravin. I think in our testimony we indicated we are supportive
of this type of activity, not only for the senior citizens, but also for the
- rest of the population.

Senator MuskIe. You say it in general terms. I want to concen-
trate specifically on this one. You say the intent of Blue Cross and Blue
Shield’s Minnesota corporate policy is to enthusiastically support pro-
grams which attempt to provide medical services to the population.

Does that statement of general enthusiasm apply specifically to this
program?

Mr. Fravin. Yes, it was specifically written for that purpose.

Senator Muskixr. So, if there is any way to make it work, you are in-
terested in finding a way to make it work.

Mr. Fravin. That is right.

DragyosTic ScrEENIxNG Trsts EXCLUDED

Senator Muskre. And the issue which had been raised yesterday by
those involved in that program, and described in your statement today,
in this sentence, “The program, for example, excludes routine physical
exams and diagnostic screening tests associated with those examina-
tions.”

Now, that is a major issue, is it not ? :

Mr. Fravin. It would seem to me, Senator, that is the issue.

Senator Muskie. Now, how would you define the diagnostic screen-
ing tests?

No, before I get to that, you have given in your statement the regula-
tion from the manual that applies.

Mr. Fravix. Yes.

Senator Muskrr. And if T may reread that, and get it in the context.
“The routine physical checkup exclusion applies to (a) examinations
performed without relation to treatment or diagnosis for a specific
1llness, symptom, complaint, or injury.”

So what you are saying is that the tests for which the clinic seeks
reimbursement, in your judgment, those tests are examinations per-
._fl(])rme(il without relationship to treatment or diagnosis for a specific
illness?

Mr. Fravin. What we are saying, Senator, is there are certain
charges to the program that have been made that are noncompensable,
and there are some that are compensable.

It is not a general statement to say everyone that has this type of an
examination in the outpatient department of this hospital has his
claim denied.

There are many of the claims that are paid for examinations. I
think the implication is, Senator, as far as our handling of the claims
in the outpatient department of Abbott-Northwestern Hospital, that
there is a 100-percent denial of these claims, and this is not true.

Senator Muskie. I am trying to get into the record your perspective
with respect to these rejected claims and why it differs from that of
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others who administer the program. I gather that this provision from
the manual is the basis for your point of view.

Mr. Fravi~. Yes.

Senator Muskre. And what that provision of the manual says is
that payment is not permitted for examinations performed without
relationship to treatment or diagnosis of a specific illness; that is what
you said.

Mr. Fravix. Yes, coming out of the manual.

Senator Museme. Now, the applicable provision of the law would
appear to be this, and I ask you if you agree with me, section 1862(a),
which reads:

Notwithstanding any other provision of this title, no payment may be made
on the part A or part B of Medicare for any expenses incurred for items or serv-
ices (1) which are not reasonable and necessary for the diagnosis or treatment
of illness or injury, or to improve the functioning of a malformed body member.

Areyou familiar with that provision of the law ¢

Mr. Fravin. Vaguely, Senator.

Senator Muskre. You have not studied it with respect to the provi-
sion of the manual?

Mvr. Fravix. Yes; we have. However, in reading the manual, I would
like to take a look at the total section to refresh my memory.

Senator Musxie. I can show you the language so you will not be
dependent on my oral recitation. I would like to ask you a question
about it, and I would like you to have this in front of you.

Now I ask this question as a legislator concerned with the question
of whether or not we need to change the law, or whether the intent of
the law is being implemented. This question is not directed to your own
conclusions about particular claims.

When that language says, “which are not reasonable and necessary
for the diagnosis or treatment of illness or injury,” it seems to me it 1s
not as restrictive language as the language of the regulation. But that
is a casual opinion, and I simply would ask you if you would focus
on the difference in the language on those terms.

Cramys ApJyupicaTep From Manuarn

Mr. Fravi~. Senator, I do not have a comment on that interpretive
issue. :

From our point of view, we adjudicate our claims based on langnage
from our manual. :

Senator Muskie. The language from the manual?

Mr. Fravin. Yes.

Senator Muskre. If you have some subsequent thoughts about the
language, we would like to have it.

Now, with respect to the procedures at Abbott-Northwestern, as
described in the testimony yesterday—incidentally, were you present

yesterday ? _
Mr. Fraviy. Yes, Senator, I had the privilege of being there
yesterday. :

Senator Muskte. So you can correct my. recollection of what we
heard yesterday if you think my recollection is erroneous. As the pro-
cedures were described for us, it consisted of three phases, phase 1 was

S
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the first appointment. The client sees the counselor, gives the social
history, and sees the nurse to give medical history.

That was phase 1, and I think the testimony was no claims were
submitted to Blue Cross for phase 1. That was the testimony.

Phase 2 was the second appointment, consisting ‘of diagnostic tests.

Mr. Fravin. Yes.

Senator Muskie. Phase 8, third appointment, the client sees the
physician; the physician reads the tests and gives the physical.

Now, as I understand it, at this period, from November 1 to Febru-
ary 3, claims were originally submitted to Blue Cross for phases 2
and 3.

Mr. Fravin. Yes.

Senator Muskie. These claims were rejected by Blue Cross. Abbott
did not contest these rejections and did not appeal them. They ab-
sorbed the costs of both phase 2 and phase 3 in that period, amount-
ing to $25,000.

That was the testimony yesterday.

Mr. Fravin. Yes. :

Senator Muskie. Now, because of the enormous influx of patients
of Abbott seeking help, the procedures after February 3, 1974, elimi-
nated phase 2 and phase 3 entirely.

Only phase 1 is used, and only very sick clients were seen.

Phases 2 and 3 were eliminated. So many seriously sick persons
were coming in that there were not enough doctors to treat them.

The clinic, in effect, was forced to choose between the sick and the
very sick.

Now. that was the testimony as I understand it, yesterday.

Mr. Fravin. Yes. :

Senator Muskie. So that the program from then on was designed to
deal with the illnesses of people, all of whom were sick when they
entered the hospital.

Now, that is my recollection in summary of the procedures and their
evolution, as the program went along.

Mr. Fravin. Yes.

Senator Muskie. Now, it was in that context that this question of
the rejected and disputed claims has come up.

Mr. Fravin. Yes.

Senator Muskie. The clinic arguing that every case was an illness,
that every case involved a specific application to clear the obvious ill-
nesses, and therefore eligible for reimbursement.

It was not a question of screening out the well or the phony from
the sick. It was a question of dealing only with the sick.

That is, as I understand it, that is their argument. Now we have here
a few of the files, and a few of the claims that were rejected.?

Craim ResecTioNns JEXEMPLIFIED

Here is one of hypertension, abdominal discomfort, I am not sure
I can decipher all of the abbreviations. Hypertension, of course, is a
symptom that can give a warning sign leading to possible stroke.
) gVe have here another one rejected, congestive heart failure, urinary
infection.

1 Retained in committee files.
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Another one here, bright red blood in the stool. Another one here,
atrial fibrillation,

Another one here, chronic obstructed pulmonary disease. .

Another one, cardiovascular accident, that is, a stroke, as T under-
stand it.

Another one, angina anemia.

Another one, hypertension, probably early congestive heart failure.
Diabetes, hypertension, rheumatic heart disease. : :

Hypertension, cancer of the colon.

Hypertension, arteriosclerotic heart disease.

Hypertension. B '

First of all, with regard to these, I do not know whether you want
to see the specific ones, but how do you respond to the argument that
these claims are not related very specifically to illnesses?

The tests are made with full understanding that a sick patient must
be dealt with. The purpose of the tests is to progress with treatment,
not to decide whether or not treatment is necessary, and the illness is
verv specific. '

How. do you respond to that as being subject to the application of
that provision of the manual upon which you relv?

Mr. Fravin. Senator, I think it would not be necessary for me to
look at the claims, but there are many times when claims are submit-
ted to our organization, or to any other carrier, or to any other inter-
mediary, and if a claim is rejected, for example, it is returned to the
provider, and the provider has the option of coming back to us, and
indicating to us that they disagree with the decision made on that par-
ticular claim, because in our business, like in most businesses, we can-
not be right 100 percent of the time, and the law provides for just
that, so if yon disagree with a decision, you have an appeals process
vou can go through. You also have a hearing process you can go
through. However, I would suggest that claims like this, where there
is a difference of opinion, be submitted to our claims department, and
then we can talk to those people to see whether or not there is some
additional documentation that has not been available to us previously.

Senator Muskre. Well, is it your view that when these obviously sick
patients come in, that the tests ought not to be made at all?

SomE Procrams Nor CovERED

. Mr. Fravin. Senator, we are not saying that at all. All we are say-
ing is if the M.A.O. program, as it was described by the group yester-
day, and by their description of this particular program, it is part of
their program to include, for example, a physical examination as part
of their membership, or whatever other services they want to give
to those people, it is perfectly all right and withir their province, but
they must realize that payment may not be allowable under Medicarée
regulations. o )

Senator Muskie. That was phase 1. Phase 1 has been dropped, as
T understand it, and that is.why I reviewed the procedure as I recall
the testimony, and they are making no claims for this physical exami-
nation. : '

Mr. Fravin. Well, if this were to be a fact then they are taking care
of fe:awer people now than they were in the last quarter of 1973, is thid
true?

46-546—75 3
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Senator Muskie. I am not aware of that. 1 do not recall any testi-
mony on the point. Could I ask Mrs. Krause.

Mrs. Krause. Did he say we were taking care of fewer?

Senator Muskie. Fewer now than the last quarter of 1973.

Mrs. Krause. Absolutely not. There are more people coming 1n.
They are so sick that they keep coming in. I do not know what that
has to do with it. -

Mr. Fravin. The point I was making is that we have seen a tremen-
dous influx in the number of outpatient claims in the last 6 months,
and for the record, in December, we had from Abbott-Northwestern
Hospital 299 claims that had been paid, and in January of 1974, it
was 101; in February, it was 277; in ‘March, it-was 642; in April, 1t was
555 and in May, it was 557. co - S

Senator MUSKIE. Are you rejecting these claims? - o

Mr. FLavin. These are paid claims that have come in and been paid
by us during this period of time. : o

Senator Muskre. I understand that, but T am concerned’ about the
ones that have not been paid. That is the issue that has been raised.

I did not raise it. The witnesses yesterday raised it, and I am trying
to get to the heart of it to find out precisely why they were rejected,
whether or not the rejection does interpret the law correctly and the
regulations. If not, why not? - :

Senator Brock. Will you yield for a question?

I am not sure I understand the’case you have cited. Was the whole
claim rejected, or was it only a specific portion ? '

Senator MuskiE. The staff says the entire claim.

Senator Brock. The entire claim. On what grounds?

Mr. HaraManDARis. That it was diagnostic screening, and therefore
uncovered service. There is no other reason given.

- Senator Muskie. That is why I raised it. -
Mr. Havamanparis. Today’s testimony is the only explanation

we've had.

Mr. Fravin. It is difficult for me to sit here and give you the reason

- on each specific claim. - :

If we had the opportunity to take these claims and research them, I
am sure we could give you answers.on them without any doubt. .

Senator Muskre. What I am trying to get at here is important. We
had 3 hours of testimony yesterday relating to this as an imaginative
clinic. It may not be new, but I do not know of anything similar that
has been developed elsewhere. It is an imaginative way to-deal with
the problems of senior citizens who simiply cannot afford medical¢are,
because they cannot afford the deductibles, coinsurance charges, the
costs above Medicare reimbursable items, and so on. - - ° |

They *have postponed care and with this neéw- program people twho
have stayed away come knocking by the hundreds. . C

PostronEp CARE CREATES GREATER, PROBLEMS

.. Because they have stayed away, they have accumulated a stagger-
ing array of illnesses and problems. It would be no surprise that the
facility was flooded with people in physical distress. So you are not
concerned with screening out 2 lot of people who do not need atten-
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tion. You are talking about dealing with people who all need:
attention. ) !

My question is, How do they make the entry into the system?
By the outpatient clinic, by doctors, by nurses, or all of the other
health professions. How do they make that entry ¢ o

What you say is that if they make that entry by way of a routine
physical checkup, and unrelated to specific illness, that the claim 1s not
reimbursable. o

Now, you know, that could be described as nitpicking, unless there
is a real reason, and 1 am trying to find out what the real reason 1s.

Avre they being treated generously in the interpretation, or are they;
being held on some technical, legal point ?

I am not looking at your motivations.

What we are getting at is a question that has been raised by inter:
pretation of a law and a regulation under very unusual circumstances,
and whether or not that interpretation makes human sense in the con-
text of the problem and the reaction. That is what we are trying to:

et at. :
. Now, we have another file here of parallel cases. Cases that were:
approved before the expansion of this clinic, and comparable, if not
identical cases, that were rejected since. There are several of them,
and I will put them in the record without going through a recital.”
They are attested to by yesterday’s witnesses, that diagnoses approved
for payment, prior to November 1, were rejected thereafter. How do
you explain that ? :

Mr. Fravin. Senator, I heard the same testimony yesterday, and
in this sort of an instance, the only thing I could do would be to take
the cases that have been presented to you, as being paid prior to No-
vember 1, and take a look at the cases that have been denied after
that period of time, and take a look at our records, to see if there is
something in our records that would give us some kind of indicatior
that there is a difference in the claim. You cannot tell by looking at the
claim by itself. :

Senator Muskre. I understand that, but I think it would be interest-
ing to look at the claims. Systolic heart murmur, systolic hypertension,
this is a paid one, before November 1. Here is one rejected, hyper-
tension, hypertensive cardiovascular disease.

Now, they are the same kinds of cases, are they not?

Recorps NEEDED FOR REVIEW

Mr. Fravin. Senator, on the surface, they are probably the same;
but I would like to go into our records to see what we have to support

our decision.
Senator Muskie. The staff says in each of these cases, the second

one was a sicker patient than the first one, and the sicker patient was'

the one rejected. ) :
T have no objection to you doing that, but we would welcome a re-

sponse as to why.?

1 Retained in committee files.
2 See appendix, item 3, p. 1382,
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Is it that this kind of occurrence reflects the change in attitude
about these kinds of cases, geared to the fact that suddenly you are
faced with an increase in load, and in claims that you find staggering ?

Have you changed your policy suddenly, because instead of having
2 few cases, you are having 10 times the number of cases, so you have
to find a way to cut down on Qyour payments, and cut down on the claims
you are going to reimburse? )

You seem to be very impressed with the increase in the outpatient
claims. :

Mr. Fravin. It was a dramatic increase, yes. We are managing that
load.

Senator Muskiz. Is that the principal motivation?

Mzr. Fravin. No, none whatsoever.

Senator Muskie. Well, I don’t know. May I ask the staff, How
many of these before-and-after situations do we have?

M. Havamanparis. I think we have about 65.

Mrs. Krause. There are many more. I just gave you some samples.
ét was not possible to bring you the thousands of records that we have,

enator. .

Senator Muskie. Are they in your judgment a good sample?

Mrs. Krause. Yes.

Senator Muskre. I think I would like, for the record, Mr. Flavin,
if you would examine those, if you would find the reasons in the files
and support the rejections, we would like to know what your reasons
are.

Mrs. Kravse. Mr. Chairman, the point of the fact is that these cases
were resubmitted to them. :

Mr. Kramer is here from the hospital, and the very cases he said
we should take back and they would go over them, that was done and
they were rejected.

Senator Muskre. And re-rejected. There were 65 that you submitted
to us? '

Mrs. Krause. Yes, as samples, Senator. There are 428.

Mr. Apanovicr. Of which a portion were the original screening.

Senator Musikiz. All of those 498 were resubmitted and re-rejected ¢
. Mr. ApamovicH. Excuse me 1 second. Approximately 250 of the 428
were with one submission in the early period, the balance of them were
after February 3, and were also resubmitted and again rejected.

Senator Muskre. May I say to my colleagues, this is Mr. Adamovich.
Mrs. Krause is sort of the guiding spirit.

Mr. FraviN. Senator, will your staff provide me with copies of these
documents, so I may respond ?

_ Senator Muskie. Yes, we sure will, and we would like to have an
evaluation of each, and the reasons why. I particularly would like you
to focus on the resubmittals and the re-rejections, and then to draw up
for the committee general principles of rejection.?

What is the policy that resulted in this?

1 See appendix, item 3, p. 1382.
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CooPERATION Poricy A CHALLENGE

Tt seems to me in all frankness, if you have a program of this kind
designed to open up an avenue of relief to senior citizens in which they
do finally see something to facilitate their care and which removes
obstacles to their receiving such medical care, you have to look for
ways to make this viable. :

It seems to mé that the challenge which you face is to demonstrate
a policy of cooperation, to try to make it work, rather than raising
technical points to undercut and threaten its existence. That is the
challenge. )

I raise that question, not prejudging the answer, but I think that is
what you face.

I am going to shift to another subject, if my colleagues would like
to ask followup questions on the one we have just been discussing, fine.

Senator Domenici? }

Senator Domenict. Just a few comments, Mr. Chairman.

Let me ask Mr. Flavin, it seems to me the testimony we got yesterday
would indicate that in this particular area of the United States, there
is a huge buildup of illnesses, sicknesses, and diseases among the senior
citizens that they are just willing to put up with, because, as we heard,
various real or misconceived notions about Medicare, and what they
are entitled to, and what they are not entitled to, or because of having
to balance off the kind of money they have for food versus out-of-
pocket dollars for medical care.

I believe that this particular clinic discovered, subject to whatever
error you want to put in it, a huge number of valid claims by our senior
citizens, that are out there floating around in that particular area in
large numbers, in large percentages. :

T think your 119 versus 462 claims, if followed through to what
actual curative measures were taken, would indicate to me that that
fact is true, rather than that something is wrong with the process that
this clinic is using.

Now, assume that this is true, would there be any reason for you to
doubt that such is probably the case in most American communities,
where there are significant numbers of senior citizens? Is this a pecu-
liar illness-laden senior citizen area, or might we conclude that a
similar situation exists in my city, Albuquerque, N. Mex., or Senator
Muskie’s State, or a community in an urban area? Would you have an
opinion ?

Mr. Fravin. No, sir, I would not. '

Senator DoMenIcr. Is there any reason to suspect that this is a
peculiar area for disease-laden senior citizens who, out of fear, or mis-
conception, or perhaps a bad national law, do not want to present
themselves for treatment? Is there any reason to suspect that this area
is unique in that respect? ’

Mr. Fravin. I do not know whether we would be unique, or whether
we would not be unique. I honestly cannot offer an informed opinion
onit. ' .
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Senator Muskie. Well, does not Blue Cross handle claims all over
“the country under this kind of agency relationship with the Federal
‘Government ?

Mr. Fravin. Yes, Senator, we do. . i

Senator Muskie. Do you have any reason to believe that prior to
this new influx of cases the statistics were significantly different than
other American communities? o .

Mr. Fravin. I would have no comparative statistics on the subject
that I could use to render an opinion. _

Senator DoMENTCL. You mean to tell me that you do not have an
opinion whether or not the claims handled for senior citizens in your
.community, as apart from this clinic, have some similarity in terms
«of per capita claims in this Nation and in the average urban area?

Mr. Fravin. I would say there are statistics on the subject. There
-are volumes of statistics on this subject. .

As far as making comparison between our area and some other
area, your area, I have not done that. . .

Senator Domextcr. Let me put it this way. T was certainly im-
pressed with the competency of the medical people that made the
‘diagnosis, the neurologists and others who testified yesterday, as
pretty exemplary American medical people. ) i

Let us assume further, in fact they made an adequate diagnosis,
.and fourid all ‘of the various illnesses when these people finally pre-
-sented themselves there.

Might I ask, do you have any reason to believe if a similar approach
-was carried out in another typical American city, we would not find
.comparable new influxes of senior citizens with this kind of dilemma—-
‘that they have been keeping to themselves, waiting until they are sick
.enough to be put in the hospital ¢

Mr. Fravix. I would have no opinion. I would not know how some
wother part of the United States would react to something like that.

Senator Domenicr. Let me ask you, assume that the Congress of
the United States found that indeed there is a high percentage of
senior citizens that are keeping to themselves these very serious ill-
nesses, and that they are just not going to be taken care of ; assume we

found that as a fact, would you agree that perhaps a good preventive
approach to that would be to permit each of them to have an annual
physical examination, without any question about paying for it, in-
“stead of awaiting development of the serious. kind of institutional-
type illnesses?

Mr. Fravin. I would say to that, Senator, if the decision of the
‘Congress is to make changes in the Medicare law, and those changes
were communicated to the carriers, and the intermediaries here in the
United States, then we would fulfill our contractual obligation, and
apply whatever the Congress wanted done with this particular
program.

Senator Doymexnict. Would you not agree that if the statistics found
here are somewhat valid in the Nation, and if our approach was to
try to adopt the national policy of preventive medicine for our senior
«citizens, that getting them in, that getting them examined, would be
a good approach to finding this kind of fact out, as they apparently
Thave done?
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Decistoxy Up To CoxNGRESS

Mr. Fravix. Well, if your investigations through the Congress and
through your constituents that are talking to you about this particu-
lar subject, if you as a Senator feel that is good, I am sure your vote
would be favorable on something like that; but if the constituents of
other Senators, other Congressmen, might have some other concerns
in this regard, they might not look at it in that particular fashion, so
1 guess it is entirely up to the Congress itself to decide what kind of
benefits, or what kind of a benefit level, should be available for the
citizens of the United States, and whatever decision 18 made by the
Congress, then that decision comes back through your Federal admin-
istrative roles, either your carrier or your intermediaries.

Senator Doyextcr. I understand that, and I understand you get
paid for your services, and whatever services are required, you are
going to handle it. 'm not assuming you are prejudiced in the situa-
tion, but it does seem to me that we are not talking about a question
of my preference over someone else’s. )

What I am getting at is, do you or do you not believe that large
numbers of senior citizens in the United States are, based upon the

.

existing Medicare laws, and the regulations as you and people like
you have adopted and carried out, are inhibited in terms of getting
the earliest kind of treatment and in terms of delivery of health care?

Mr. Fraviy. I would have no opinion on that, Senator.

Senator Dosenicr. I have no further questions, Mr. Chairman.

- Senator Muskie. Senator Brock ? _

Senator Brock. I would like to go back to an implicit question on
the part of the chairman earlier, and ask you, first, if you, at least
as indicated by this particular situation, do not feel that maybe we
have placed you in an untenable position with the law through what
appears to me to be a three-way conflict.

You are an agent for the Government, you are an agent for the
recipient, and you are a seller or provider of additional services. It
seems to me that we have almost put you in a position where you are
competing with yourself, and in that kind of setting, maybe there is,
at least implicit in this, a motivation for the person or institution, as
you are, who represents the Government to strictly interpret HEW
regulations, because a liberal interpretation would be directly com-
petitive with the services that you sell in the marketplace. Is that an
unfair assumption ¢

Mr. Fravin. Well, actually, Senator, as far as complementary cov-
erage, or supplemental coverage to Medicare, we have a certain mar-
ket penetration in the State of Minnesota, as do many other health un-
derwriters in this field.

We are not exclusive in this. There are many commercials that are
writing this type of coverage, and as far as the conflict is concerned,
T see no conflict, nor have we ever seen a_conflict in this sort of ar-
rangement that we have in providing complementary coverage to those
that want it.

Senator Brock. Have you had any study done on the number of peo-
ple who might avail themselves of this new service under the plan,
canceling their claim with you?
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Mr. Fravin. That issue was brought up the first time yesterday. We
had no opportunity to make any kind of study whatsoever in that
regard.

%enator Muskie. If such an occasion were to arise, would you not
feel that the potential for conflict was stronger than you might have
indicated ¢

Mr. Fravin. I think, Senator and Mr. Chairman, if I may address
myself to the problem raised yesterday with respect to the lowering of
.our complementary insurance rates

Senator Muskik. I was going to get into that.

Mr. Fravin. It sort of ties in with the kind of 1nterrogat10n that is
gomg on at the present time.

Brue Cross-Brur SHiELp MERGE

~ As far as complementary coverage within our specific organization,
I would have to take you back about 4 years, at which time there was a
separate corporation for Blue Cross and a separate corporation for
Blue Shield, and it became evident to us that it would be in the best
interests of both Blue Cross and' Blue Shield at that point of time,
to form one corporation, which was done; Blue Cross and Blue Shield
merged in the State of Minnesota. .

Now, at that point in time, we had several probleins that were facmg
us, because of conflicting language in both Blue Cross contracts, and
the conflict in language in the Blue Shield contracts, and sometiies
were in conflict with one another, mainly because one organization
was a separate entity for a while, and we were a separate entlty So
when we merged the two corporations together, we noticed in going
over our contracts, there were differences that made administration
difficult. Over a perlod of time, we have been making changes in our
contract language, in our group contract, in' our individual contract,
and also now 1n our complementary contract to Medicare, and that
.occurred back in November of last year. Combining the contracts,
coupled with a good utilization picture, in other words, the utilization
was such that a reduction could be made in the premium, and as the
Senator commented, this is unheard of in the insurance field. Another
contributing factor to that was the fact that there was generally in
our business a shorter length of stay in hospitals across all lines of
our business. Another factor was that the economic stabilization pro-
gram in effect for the last couple of years acted as a constraint on the
cost of medical care, and this also contributed to the money that we
have as far as to be able to rerate our contracts and give subscribers
a lower rate. That is what happened; and if it coincided with any-
thing that occurred at Abbott- Northwestern, it was a coincidence,
because you do not rate your contracts based on only what you antlcl-
pate, but also on utilization history.

You base your contract decisions on utilization history to see what
you have in the way of funds available to expand either the benefits,
for example, or lower the rate, and that is what happened with our
complementary coverage contracts. .
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Forraer RatE RebpucTions

To go further than that, we have made further rate reductions in
our group contracts in the State of Minnesota, because of the favor-
able underwriting picture we have had, so this is also a part of our
total business, and because it happened to happen as far as Medicare
complementary is concerned, at that point of time, and that is all it
was, was just a coincidence.

It had been a corporate policy that had been going on for a long
period of time,

Senator Brock. I understand how you establish your rates and I
hope you understand the questions are not designed to be antagonistic.
But if we do identify a conflict, if it is of our making, then it is our
obligation to try to resolve it.

I do at least perceive the potential for some conflict. Whether it is
existing or not in fact may remain to be determined, but I think the
potential exists.

_I'see a three-way conflict with regard to existing law, the difference
between the law and the regulations, and the interpretation of the
regulation.

Now, if we write a law as we did, which says specifically that no
payments shall be made for expenses for routine physical checkup,
that does not then imply that any service that is acquired as a result of
a routine physical checkup should be denied.

Mr. Fravin. That is true, Senator, and they are paid.

Senator Brock. The question before us seems to be that the denial
was based on the fact that there was a routine screening procedure,
and not on what came from those tests. That certainly was not our
ntent.

Again, if we have placed you in a position where your own sales
would be damaged, or the market would be damaged by a liberal inter-
pretation of the regulation, it seems to me we have put you in a con-
flict-of-interest position, and we have jeopardized the availability of
services which we intended to give to the aged people of this country.

That concern is what I am reaching for, and if it is a matter of fact
that you do not know whether there have been cancellations as a result
‘of the Abbott claim _

"Mr. Fravin. I don’t know, Senator. I've had no opportunity to ex-
amine it. .

Senator Brocg. I would personally appreciate it if you could pro-
vide for the record some analysis of your history in the last 4 months.

Mr. Fravin. We would be happy to do that, Senator. We can make
that study, and make it available.!

Senator Brock. It would be very helpful. That is all, Mr. Chairman.

Senator Muskie. Senator Hansen ?

-Senator Hansen. Thank you, Mr. Chairman. First let me say that I
am sorry I was not able to stay through the full presentation yesterday.

I was very deeply impressed by what I heard here. The possible
conflict that arises because of the responsibilities placed upon organiza-

1 See appendix, item 3, p. 1382.
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tions such as Blue Cross-Blue Shield by the Government, in that you
are required to perform a triple role, has been addressed I think suffi-
ciently so as to not require my repeating those points again. -

I do sense though that there are some possible conflicts that could
result in pulling and tugging as you try earnestly and sincerely and
objectively to do what you think is best. )

You are an intermediary for Medicare. You sell Medicare gap in-
surance, and you are also the agency that hears appeals against inter-
mediary decisions on reimbursement. I can speculate that within this
triple role, you could be pulling first one way and then the other, but I
gather that part of the reasons back of this hearing being called—and
I compliment you again, Mr. Chairman, for your perception—is to
determine how well, or how nearly adequate Medicare—as it is pres-
ently constituted, meets the needs of people who are really ill, and
basically the resolution of that question I think comes into focus from
testimony such as we heard yesterday. :

Can it be demonstrated that people who are ill have not been re-
ceiving the kind of attention that they deserve, and the kind the Con-
gress intended they should have ? :

- EstiMatep ANNUAL BILL or $18.75 'BII;LION

Now, I gathered that it was testified that it may be that despite’
the fact that Medicare paid about $7.5 billion in 1971 in bills, possibly
not more than 40 percent of the legitimate needs of the people of this
country were being met. If that is true, if my arithmetic 1s right, I
assume we could contemplate a bill of $18.75 billion. - o

The question of deciding—trying to spell out in legislation guide--
lines that are practical and workable, that will guide doctors and-
intermediaries to know whom to treat, and whom riot to tréat—where
to draw the line, as you testified here this morning; is exceedingly
difficult. : - i .

I know when I was Governor of Wyoming, I was told- by the head
of our State welfare agency, he would like to take me for a ride one :
time. . - : ' :

This was back in the days when we still had a surplus commodity -
program, and in order to be eligible for welfare at that time, Federal
law required that every welfare recipient take certain amounts of
surplus food. v '

I took the ride with him one day, Mr. Chairman, and we drove out
to Cheyenne, about 6 miles and back, and along either side of the road
were cast out bundles of food. '

I have forgotten all that was in them, rice and potatoes, one thing
or another, but people were just throwing théem away, they did not
want them. ) ,

Having been raised rather frugally. it looked like it was all edible
to me, I have eaten a lot of it as a kid. It may not be what I would like
to eat, but I could not think that people in need, as these welfare
recipients were presumed to be, would want to throw away that kind
of product, but there it was. We went out there and made the trip the
day after the surplus commodities had been distributed, so it is a
tough thing sometimes to try to spell out in the law what you want
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to accomplish, in a meaningful, understandable implementation. I car
sympathize with doctors in trying to make that sort of determination,
and I have great respect for your testimony.

T am sorry I did not get to hear you, Mr. Adamovich. I hear you
did very well yesterday.

I would not ask you to quantify it in numbers, but what percentage,
if any, would there be among these persons going to Abbott-North-
western Hospital that came in because they had some cause to be con-
cerned, first about their health and, second, that though they may not
have felt that it was an acute illness, so long as there was no financial
restraint imposed on them, what percentage 1f any do you think might
have responded to that sort of motivation?

I am trying to find out if they were indeed ill. T would not argue
at all with a single one of these cases, but whatever percent of them.
who came in you think might be so classified ?

Mr. Fravin. Senator, I was made aware of a study that had been
made by Travelers Insurance Co., and I would be glad to furnish it
to the committee. :

- T have not seen the study and have no knowledge of how it came
about, but it. was on the subject that you are talking about and would
be something we could provide for the record when 1t is made available-
to us.

‘Senator Hawsex. I should say, Mr. Chairman, if we could solicit a.
similar response to that sort of question, that sort of general question:
around the country, it might be helpful. : :

LABORATORY TESTS AND MALPRACTICE SUITS

There is one other thing that I am.concerned about. I gather as the:
caseload increases on doctors, being aware as doctors are these days.
of the recourse a patient may have for a malpractice suit, it tends:
probably to present a situation that would be responded to by a doctor
in this fashion: If he has to examine twice as many patients as other-
wise normally would be the case, in order to be sure he is not sued, and
is able to successfully defend a malpractice suit, he could recommend
X-rays and series of laboratory tests in order to be backed up,
and to make certain that he had not failed to discern something he:
should have picked up. Obviously if this is a typical reaction and
whether it is or not I do not know, it would seem to me if T were a
doctor, I would want to protect myself as best I could, and take all
such steps which would not personally add to my burden. I would
say get a lab test, and have X-rays made. I would do these other pro-
cedures that would give me the protection that would put me in good
stead if I later got into court, and was told, “You did not pick up
what was wrong with me.” '

If that should happen, then I should think that as we tend to bring
more people in, how to keep those who are not critically ill, or not ill,
from coming in, along with those who are ill, presents an extremely
difficult job. I recognize that, but if we do not have some mechanism,
whereby we can do that, it oceurs to me that we could add greatly to
the burdens of the ancillary services that are provided by a hospital,
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in a number of instances for no good reason, excepting that the doctor
«does not want to be sued, and I can understand that. .

Have you any suggestions as to how we might face and address this
problem, if it is a problem ¢ Maybe it is not. )

Mr. Fravin. Senator, I am sure as you describe it so eloquently, it
is a problem for physicians, and I think a part of our testimony
indicated that. It is probably a very prudent practice for a physician
to go ahead and do the thing he feels has to be done for his patient.

The problem you have with this practice is whether or not all of
the services he performs for a patient are compensable under any
kind of an insurance program.

I guess it is the same as automobile insurance, you would like to
protect yourself right up to the very top limit, and it is a question
then of whether or not you can afford to buy it, or whether they will
sell it to you.

Senator HansEN. I agree with you wholeheartedly, and I am sure
the physicians feel that way about it, but the question is: Do you have
the Insurance coverage to pay for all of the services that the physician

ean provide?

" T think there is another issue too, and that is, it is not just simply a
case of saying that an appendectomy costs so much money, and if there
are so many untreated cases, why you multiply that by the cost, and if
we assume that we can put that much more money out of the Federal
Treasury, everything comes out even. I think it would be wrong,
because we come to the physical limitations of doctors too. Unless we
can add to that professional skill, then I should think we could very
well find out that simply appropriating more dollars will not be a
complete answer.

I know the chairman is well aware of that fact, and has demon-
strated on many occasions his concern for the medical training pro-
gram, so as to make certain we have enough people to do the job.

Rurar, Docrors Dirricont To Orain

Then there is another problem, Mr. Chairman, that arises in my
State of Wyoming, because sometimes it is awfully tough to get doc-
tors to go into rural areas. They kind of like the good life too, and I
can understand that, and we have found that out the hard way.

Mr. Fravin, We have the same problem in Minnesota.

Senator Brock. We all have that problem.

Senator Muskre. May I pursue this subject a bit more briefly. T am
trying to understand the difference between a compensable and a non-
compensable claim. Would this be an accurate way to put it?

It seems to me that it depends on what the patient tells the doctor.
The patient says he has a specific pain here, the diagnostic service
is related to a specific illness, and is paid.

Tt he says to the doctor something vague, like I don’t feel well, and
the test is then applied, and the specific illness then identified, then it
is not paid. That may be oversimplistic, but is that a very descriptive
picture of what isinvolved here?

Mzr. Fravin. I think you are certainly on the right track using that
example; however, I would say this; the complaint of an individual
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has to be a genuine complaint. In other words, you might have a hypo-
chondriac who would come in with some symptoms that he thinks he
has. o
I am talking about the legitimate complaint of a person coming in
to see a physician. Then there is no question about payment.

Senator Muskie. Of course, the argument of the witnesses yesterday
was that these arc all genuine complaints, and they did not have the
time really to adopt a procedure that would screen out nonsick peo-
ple. That was the problem. o -

Getting to these minutes that you indicate you have some questions
about, I would like to read part of it. o

These are minutes that were kept by Richard Kramer and certified
under oath by several who were present. Let me read these. )

If you challenge any part of what I rcad, by all means say so. What
I am trying to get at is the basic policy reflected by the incident, if
the minutes are accurate. ) o

Now, Sharon Blood was supervisor of the medical review team, was
she not?

Mr. Fravin. Yes, sit.

Craims PaymenT Dirricort To DETERMINE

Senator Muskie. The minutes say Mrs. Blood indicated that Blue
Cross was stunned by the volume of the claims, and was finding it dif-
ficult to determine which claims should be paid.

She stated that it was almost a flip of the coin. Mrs. Blood indi-
cated that Blue Cross was attempting to pick out acute problems and
reimburse these claims. Blue Cross does not feel they can pay claims
for diagnostic screening for chronic problems.

Mrs. Pearson, who is one of the nurses who testified yesterday, pre-
sented a case of a patient with congestive heart failure. She indicated
this patient was acitely ill, yet Blue Cross rejected her total claim.

Mrs. Blood stated that Blue Cross cannot tell if the diagnosis was
made by the doctor, prior to or after ordering the tests. Mrs. Blood
indicated that they needed to know when the laboratory and X-ray
tests weré ordered. '

If the diagnosis was made after the test results were reviewed, the
claim would be rejected. :

Mr. Kramer pointed out the recent Medicare-claim form does not
ask for this kind of information. He inquired if other hospitals were
being asked to do this. '

Mrs. Blood stated that this is not a standard procedure, but that

'Eilqe Cross was finding it difficult to cope with the volume of M.A.O.
claims.

Now, this portion of the minutes suggests, it is suggested that you
are inquiring into the minds of the attending physicians, and under-
taking to determine from him whether or not his diagnosis was made
before or after the tests, a requirement that you did not apply in other
cases. It is-not standard procedure. You are applying it only in this
case because of the volume of claims. o '

Now, does Mrs. Blood challenge the accuracy of those paragraphs,
to the best of your recollection ?
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Mr. Fravix. I think in the report, Senator, that she has written on
this particular meeting, she does address herself to some of the issues
you have just raised, and I will give you a copy of that so you may
‘have an opportunity to read it.* A

Senator Muskre. Would you state whether or not this requirement
as described in these minutes was or was not standard procedure.

Mr. Fravin. As far as the outpatient clinics claims are concerned, I
think maybe what we should do is to examine this issue just for a
moment.

In my testimony, I think I indicated that it became obvious to us
that there were a number of screening claims coming into us, because
the hospital, as I recall, delivered to us, let us say, 100 claims. I am
not sure if 100 is correct, but let us say 100 claims, and on every one
of the outpatient claims they sent info us, the claims had approxi-
mately the same services, and the same charge, and my recollection
of the charges would run somewhere between $90 and $110; these
¢laims came in in a stack, and when you take a look at claims in that
setting, you almost have to do something more than just take a look
at the face of the claim to make some determination whether it is a
- payable claim or nonpayable claim.

Cramnts ExaMinerR NeeEps Meprcarn INFORMATION

In order for a claims examiner to function properly, as far as
decisions are concerned in this particular area, they have got to have
the same kind of medical information available to them as the hos-
pital, or as the clinics would have, so they could make a determination.
" The claims form itself is a very simple document. It is a billing
instrument on the part of the provider telling how much they are
charging for their hospital service.

It does not go much beyond that in the way of any information, and
I think what she was saying in this particular instance, that when you
have a stack of claims like that, just to take a look at that stack with-
out any further information on it, it is most difficult to make a
decision.

I would challenge anyone in the room to take a stack of claims with
nothing more than the face information on them and try to make a
decision, keeping in mind the regulations we have. o

Senator Muskie. Did you meet the problem by imposing a require-
ment that was not standard procedure ?

Mr. Fravin. What we asked on this, Senator, was of the hospital to
take a look at these claims, because they have the medical information
~available to them, and to screen out those claims they knew would
not be covered under the regulations, and send the rest of them to us
for payment. : :

Senator Muskie. Well, they resubmitted them, as I understand, and
-you re-rejected them. . .

- Mr. Fravin. Senator, that issue is something I want to review with
our claims department and submit a report on each claim rejected.?

1 See appendix, item 3, p. 1386.
2 See appendix, item 3, p. 1382,
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_ Senator-Muskie. I understand, but these minutes suggest that you
imposed a requirement for whatever reason upon this program that
was not standard procedure. ’

Mrs. Blood is quoted as stating that this is not standard procedure,
but that Blue Cross was finding it difficult to cope with the volume of
M.A.O. claims. :

It was pointed out that this created an expense for the business office
of the medical records department. The implication is that this is a
requirement you are imposing on these people that you are not im-
posing elsewhere.

Mr. Fravin. There are two hospitals that we have asked to do this
particular screening for us. I mentioned one other in my testimony.

Senator MuskIk. By screening, what do you mean, inquiring of the
physician whether he ordered the tests before or after he made his
diagnosis? What were you asking the hospital to do ?

Mr. Fravin, That is part of it, yes. In other words, to take a look at
the regulations, and we explained these regulations at several meet-
ings with the hospitals, identifying the constraints we were under, and
what we wanted to do was simply pay for as many cases as we could
possibly pay for. .

Senator Muskie. You have stated that, but what I am trying to as-
certain specifically, is what specific requirement you were imposing.
Were you requiring affidavits from the doctors?

My, Fravix. No.

Senator MuskIe. What were you requiring ?

Mr. Fravix, We were asking the hospital to submit those claims that
they felt should be paid.

Senator Muskie. The testimony yesterday was they submitted them
all as claims that should be paid. :

Mzr. Fraviw. I realize that. :

Senator Muskie. So what additional thing did you want? You are
asking them to say, well, we were wrong in submitting these claims in
the first place. Now, we think, in looking them over, that there are a
lesser number of legitimate claims. Is that what you want ¢ ;

Did you say what Mrs. Blood said, is alleged to have said, you re-
quired a statement of some kind from the doctor as to whether or not
the diagnosis was made prior or after the tests?

Mr. Fravin. I am not sure that a specific question was asked.

Senator Muskie. Did you ask the hospital to provide answers to any
kind of specific questions? - I

Mr. Fravin. We askedfor medical documentation on the case.

Senator Muskie. This meeting of April 11, 1974, was called because
of this very issue. : :

Mr. Fravin. Yes. . L L
Senator Muskik. The ‘puipose was to examine into the reasons for

your rejectiori of the claims of this kind and to see what, if anything,
could be done to solve that problem. .

Mr. Fravin. Yes. .
Senator Muskie. And as part of that, Mrs. Blood is quoted as hav-

ing said, that this nonstandard procedure designed to get at the doc-
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tor’s judgment or decision as to when a test was to be ordered was
imposed. Now, did that happen at that meeting? ’

Did she indeed say that was the critical question, as to when the
doctor made the decision, and that you had to be satisfied on this point,
before you would approve the claim. Is that the heart of the issue at
that point?

Mr. Fravin. Let me take a look at something here for just a moment,
Senator. : '

Senator, I am unable to answer your question from the documenta-
tion that T have,

Senator Musk1e. Do you have a copy with you of that report pre-
pared by Mrs. Blood ¢ 1 ‘ ‘ S

Mr. Fravin. Yes.

Senator Muskie. How long is it ?

Mr. Fravin. It is about three or four pages long.

Senator Muskie. Could I have it to glance through?

Mr. Fravin. Yes. ) :

Senator MuskIk. It seems to me these doctors were saying yester-
day that they had this flood of patients, obviously all sick, and they
were not following any particular step-by-step procedure. They were
trying to get at the patients’ illness. -

They were obviously ill. A high percentage of them were ill. It was
sick versus sick, and it is in that context that I ask that question, and
put that section of the minutes before you, and I would appreciate an
answer. :

Mr. Fravix. I appreciate that, Senator.

Senator Muskie. Now, I have before me the report. Do my col-
leagues have questions?

Senator Brock. I would like to come back on one point I asked
earlier of Mr. Flavin.

I had a question based upon law and regulation. Mr. Flavin, you
are not allowed to pay costs of routine physical checkups, butyou
obviously are allowed and directed to pay for acute physical problems?

Mr. Fravin. Yes,sir. : :

Senator Brock. Now, in rereading the minutes of this meeting, Mrs.
Pearson- presented a case of a patient- who was uncompensated for
congestive heart failure. She indicated this person was acutely ill, and
yet the claim was rejected. : D

Mrs. Blood stated the Blue Cross could-not tell if the diagnosis was
made by the doctor prior to or after the tests. . e

Mrs. Blood indicated they needed to know when -the patient -saw
the. doctor, and what specific laboratory tests and X-rays were .or-
dered. If the diagnosis was made after the test results were reviewed,
the claim would be rejected. oo T
- Now, that sdys to'me that you are rejecting what would under any
normal- circumstances be a legitimate claim based simply on the- tirhe-

of a screening test as opposed to a diagnosis of a particular illness.

I thought T understood you to say, in answer to a question, that-that
was not the case.”You were simply not allowed to pay for the routine

= N

- Li

1 See appendix, item 3, p. 1386.
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screening, but if that screening which you did not compensate turned
up on an acute illness, you could compensate for the illness.

Mr. Fravin. Senator, I think I interpreted your question to mean if
based on the examination, the patient is subsequently taken into the
emergency room for some sort of treatment that might be given in
the emergency room, or they were subsequently hospitalized because
of the examination given to them, the services are covered. There is
not any question about them. .

Senator Brock. But this says they are not. Mrs. Blood indicated,
and I am quoting exactly——

Mr. Fravin. Well, as I said, that is the way the cases are being
adjudicated. If they are subsequently going into the emergency room
for some treatment, or if they are being admitted to the hospital, then
these cases are covered.

Senator Brock. Well, I guess I am just not very smart, Mr. Flavin.
I do not understand what the difference is if there is congestive heart
failure, that obviously treatment was needed, so I would assume that
they would then file a claim, and the claim was then rejected. It does
not seem to jibe with what you are saying.

Mr. Fravin. This is a difficult area that we are in, Senator, and I
think when you take a look at the claim forms that come in, you
would probably identify some chronic conditions that might be listed
on that particular claim form. ‘

Acrtoan Sick ArRe Coverep CasEes

I think what we are trying to say here, it is difficult to say, if the
condition is an acute condition, then this is something that can be
paid for, but what is happening, in the screening techniques on this
sort of a claim, is that—I think you brought this out earlier—is that it
is a question as to—and Senator Muskie also brought this out—it is a
question as to the patient, as he comes into the doctor’s office, if he has
a specific complaint, he is not feeling well, he has an ache here or some-

“thing else, and the doctor is trying to diagnose that particular condi-
tion, this is a covered case, as opposed, Senator, to someone that is
walking through the door for the first time because he is a member of
the organization, and has available to him a physical examination, and
he walks through the door to get his physical examination.

Senator Brock. Thank the Lord, I have never had congestive heart
failure, as far as I know, but I would not think I would feel real well.
Tt scems to me, I would come in and say, Doc, I feel awful.

Now, is that the difference; if I come in and do not say anything, I
am not recompensed ; but if I say, Doc, I feel lousy, I am? Is that the
kind of situation we have put youin?

Mr. Fravin. I would not say that is the kind of position you put us
in, but it is bringing it down to some very simple terms, and the ques-
tion that you always have is as to how the patient entered the doctor’s
office. Did he enter without any symptoms or complaint, or did he have
a complaint ?

Now, in the case that you are citing here, if the fellow did have con-
gestive heart failure or condition, he might, you know, be that sick

46-546—75——F56
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that he needed care right away. I cannot tell you. I honestly don’t
know.

Senator Brocxk. I think the thing that troubles me is the statement
that you made which says if the diagnosis was made after the test
results were reviewed the claim would be rejected, and that is the whole
claim, and T do not think there is anything in the law that requires
that. That is what I cannot seem to get 2 handle on.

Mr. Fravin. I do not know what tack I can make on this particular
issue. It is a difficult issue. I can appreciate your concern.

On the statement that Mrs. Blood made here, she might have had
a specific case in mind. I don’t know. I honestly don’t know what
she had in mind when she made the statement.

Senator Brock. It was a specific case.

Mr. Fravin. And when you talk about a specific case, it is most
difficult unless you take a look at the record.

Senator Brock. I don’t care about the case. That is not the point.
The point is the premise upon which you make the claim or make
the payment. The premise, as I read Mrs. Blood’s statement, Mrs.
Blood indicated that when the diagnosis was made, after the tests,
the claim would be rejected. I do not see what that has to do with it.

Senator Muskie. Would the Senator permit me to state something ¢

Mrs. Blood said, “I then suggested they supply us with some docu-
mentation to facilitate our reviews, and possibly prevent the rejection
of claims that did meet program payment requirements.”

Now, that is not in conflict with that version of what took place.
That is more specific in suggesting the documentation ought to take
some form of some statement from the doctor.

This version of what took place does not specify that form of
documentation, but clearly what was being discussed is some evidence,
presumably from the doctors, since we have nothing else on the point.

Law Excropes Prysicar, CaEECKUPS

Senator Brock. I agree with that, but I think, Senator, the point
you make is abundantly clear. The law was written to cover a pay-
ment of acute treatment, a treatment of an acute illness.

It was explicitly written to exclude routine physical checkups, but
the two are not connected with each other. I gather from the testi-
mony here, and from Mrs. Blood’s statement, that it is being connected,
that if a patient is picked up in a routine screening, that whatever
disease is detected, cannot then be compensated.

Senator Muskre. No, I do not think that is the thrust of his
testimony.

Senator Brock. That is what this statement here says. The diagnosis
was made after the results were reviewed, the claim would be rejected,
and to me it says the claim is paid on the basis of when and where
the test was made, and not the condition of the patient.

Mr. fFLAVIN. I think the subsequent care of that patient is taken
care of.

Senator Brock. That is not my understanding.

Mr. Fravin. That is the case. I stated that earlier.
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Senator Brock. That is what you said, but here, it seems to me,
we have contradictory information.

Mr. Fravin. Again, let me point out something, we did not see these
minutes until Senator Muskie sent them to us, so we had no idea of
what had been going on.

Senator Brock. I am not trying to put you in a difficult position, but
I do hope in having seen this, and having some time after this meeting
to review the cases, that you can answer the question for me: Does the
fact that a patient went through a routine screening then preclude
their application for reimbursement for specific treatment and for
specific illness? If it does, there is something wrong.

Mr. Fravin. In our statement to the committee, among other things,
we can make a point of that.*

" Senator Brock. Thank you.

Senator Muskie. May I at this point clarify something the Senator
said. The claim that was rejected included the claim for hospital serv-
ices, not the doctors.

Senator Brock. That is correct.

Senator Muskie. I just wanted to make this clear.

Senator Brock. This is what I understand it as being.

Senator Muskre. Now, may I add here, Senator Mondale has torn
}Slimself away from another hearing, since this is taking place in his

tate.

Senator Monpatk. This issue is very close to the State of Minnesota.
Are you Mr. Flavin?

Mr. Fravin. Yes.

Senator MonpaLE. And you are Mr. Johnson ¢

Mr. JorNsoN. Yes.

Senator MonpaLe. What is your position?

Mr. Fravin. I am director of Government programs.

Senator Monpare. How long have you been in that position ¢

Mr. Fravin. I have been director of Government programs for 8
years and employed by Blue Cross a total of 18 years.

Senator MonpaLE. And you, Mr. Johnson ¢

Mr. Jounson. I am vice president of finance. I have been with Blue
Cross for 23 years.

Senator Moxpare. And you have been involved on the business side,
on the money side all this time?

Mr. JoaNsON. Yes.

Senator Moxpare. Mr. Flavin, I also apologize that if I go over old
ground, because I did come in late.

As T understand the law draws a distinction between routine screen-
ing and medical care. Screening is a routine checkup of people who
may be perfectly healthy, and the other kind of medical care is maybe
tests that doctors order in order to care for people whose symptoms
suggest illness. Is that a fair distinction ¢

Mr. Fravin. Yes.

Senator Moxnpare. Now, as I understand it, the rub with Abbott-
Northwestern is that you have 465 cases in which the hospital claims

1 See appendix, item 3, p. 1382.
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they provided medical services, but Blue Cross refuses to make that
payment on the ground it was just routine screening. Is that correct?

Mr. Fravin. I do not know the number of cases.

Senator Monpave. Is that approximately correct ?

Mr. Fravin. Yes. o

Senator Monpare. That would be roughly correct, without pinning
you down ?

Mr. Fravin. Yes.

Senator Moxpare. And over what period of time have these 465
cases that you refused payment on accumulated ?

Mr. Fravin. I have no 1dea how long it was, Senator.

Senator MonparLe. When did you first start having problems with
Abbott-Northwestern on this issue?

Mr. Fravin. I am not sure of the exact date that we had a large
number of claims presented to us.

Senator Monbare. Well, approximately.

Mr. Fravin. I would say probably around the first of the year,
shortly thereafter.

Senator MoxpaLe. Mr. Johnson, can you help him ¢

Mr. Jounsox. I have no knowledge on this.

Senator Moxparr. Around February 8, says Abbott. Would that be
correct ?

Mr. Fraviv, I would say after the first of the year, sometime,

Senator Moxpare. What do you do, you have approximately 460,
give or take a few, refusals with Abbott-Northwestern. Is this unusual,
do you have that number with other hospitals?

Mr. Fravin. I would say no, Senator, we do not.

Senator Monpare. Well, what usually happens, say with the other
major hospitals, do you have any refusals based upon screening versus
medical ?

Mr. Fravin. Yes, we do.

Senator Monpare. How many ?

Mr. Fravin. I could not give you an exact number. I have no
.knowledge.

Senator MonpaLr. 400 for each hospital, would you say?

Mr. Fravin. Senator, I cannot give you an answer.

Senator MoxvaALE. Mr. Johnson, can you give us an answer?

Mr. Jounsown. No.

ABeoTT-NoRTHWESTERN REFUsAL Rate Hicu

Senator Moxpare. Do you think the Abbott-Northwestern refusal
rate is higher than other hospitals?

Mr. Fravin. I would have to say, due to the volume they have, that
this is a true statement.

Senator Monpare. Substantially higher?

Mr. Fravin. I would say that it is higher.

Senator MonparLe. How much higher?

Mr. Fravin, Well, I could not give you a percentage on that either.
If you have 400-some claims out of proball))ly 2,500 that have been
submitted, or something like that, it is a 15-percent ratio. I do not
know whether 15 percent is high or low, as far as the other hospitals
are concerned. .
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.. Senator MonpaLE. You are testifying that some of the other hos-
pitals might have just as many refusals based on this issue as Abbott-
Northwestern ¢

Mr. Fravin. I would say that we would have some that were.

Senator MonpaLE. As many ? What I am getting at, is it not the case
that this is sort of a celebrated case with Blue Cross? This is a major
issue with Blue Cross-Blue ‘Shield, Abbott-Northwestern, and health
care of Minnesota, and that is what I am trying to get at, and this
is probably a very high number of refusals, it is a major dispute. I am
just trying to get it straight. ' : , i

Now, what do you do when an application for payment comes in to-
you, signed by a doctor, for medical care, in which the doctor cites
symptoms of one kind or another, and has ordered tests. How do you
decide whether to believe the doctor or not? .

Mr. Fravin. Senator, the claims that are coming into us are being
submitted by Abbott-Northwestern Hospital, and the claims they send
in to us are a reflection of the medical records that are accumulated.

Senator Monpare. Right, but it usually includes statements by a.
doctor of the symptoms he observes.

Mr. Fravin. It would be a transcription of his record.

Senator MoxpaLe. Now, I have seen some of them, and they often.
recite hypertension, or blood in the stool, or other kinds of things.
How do you decide whether to believe, or not, the doctor ¢

Mr. Fravin. I think that a little earlier here we indicated we would
like to take a look at these cases, on a case-by-case basis, for the ex-
amples you have given to us, to see what, whether or not there has
been some medical evidence or documentation to help us make a
decision.

Senator Monpare. To.go back to my question; you get a doctor’s
report, that says he or she identified the symptoms that indicated ill-
ness. You decided to turn it down. On what basis would you decide
to disagree with the hospital or the doctor? -

Mr. Fravin. It would depend on the nature of the test. If it were.
a routine examination, we would look for the usual test given in con-
junction with a routine examination.

Senator MonpaLe. Give us an example of a test that is always
routine. S

Mr. Fravin. Well, it would be, generally speaking, the diagnostic.
studies that are being done as far as laboratory tests, X-rays, and
EKG’s might also be a routine test. ‘

" Senator Moxpace. If it is an EKG, is that always a screening test ?

Diagyostic Tests oN Arr Crarms -

_ Mr. Frawvin, I guess .what I would have to base my.statement on is
the fact that the claims submitted to us, Senator, had the same battery
of diagnostic-tests on all of them. In other words, it was not selective.
When a patient came in he had to have a specific complaint, and as
far as the claim forms were concerned, they were just coming in in a
general way, so that we would see three different items, X-ray, lab,
for example, and then maybe one other test.

Senator MoNDALE. So, what you did, you saw a pattern you perceived
as routine tests, in your opinion raised suspicion that it was a screening
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process rather than treatment, and that was probably the basis on
which that decision was made.

Mr. Fravivn, Yes.

Senator MoxpaLe. Now, Abbott-Northwestern comes in and says, we
disagree with you; they file a claim for review. What do you do then
when you get a claim for review ? )

Mr. Fravin. Well, generally speaking, if we do not have medical
information from the hospital, or from the provider, we will ask for
more information. . _

Senator MonpaLE. Now, how many of the petitions for review from
-your first denial were granted ? :

Mr. Fravin. I don’t know that.

Senator MonpaLE. Do you know, Mr. Johnson ?

Mr. Jorxnsox. No. : ’

Senator MonpaLE, Were any of them granted ?

Mr, Fravix. Were any of the re-reviews granted? T have no knowl-
edge of that aspect of it. We can make some inquiry, and we can give
you some statistics on that. '

Senator MoxpaLE. Mr. Adamovich, do you know?

Mr. ApamovicH. I do not know offhand.

Mr. Kramer. I do not know. It was very few of those.

Senator MonpaLe. Now, how do you make this second review? Do
you do it based on paper ¢ ’ _

Mr. Fravin. Sometimes it is on the basis of paper. Other times, it
would be a consultation, a telephone consultation with someone who
would be knowledgeable of the case for the record. -

Senator MonpaLe. Who would you call?

Mr. Fravin. Well, I cannot give you the name. We would have
communication channels, generally speaking, established between the
medical review team and then some persons that would be desig-
nated from the hospital.

Senator MoxpaLe. In case you have a national experiment of sig-
nificance to the health industry, you have hospitals that agree to pro-
vide service without deductible, without coinsurance, and have fees
paid for within Medicare fee schedules, which I think is probably
the only hospital in the country doing that, and as a result, you turn
down a large number of applications on the ground that it was screen-
ing, and not care. '

Did you do'anything special with these applications to look behind
them, to make certain that you were making the correct judgment,
recognizing the seriousness of this effort? - o

Mr. FraviN. We held meetings with the providers to establish com-
munication channels with them, to reassure ourselves that the claim
1s a good claim. . . i
~ Senator Mowpare. Did you look at the individual applications, or
did you just hold a meeting with the provider, by that you mean the
hospital ?

Mr