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PLANNING AHEAD: FUTURE DIRECTIONS IN
- PRIVATE FINANCING OF LONG-TERM CARE

THURSDAY, MAY 11, 1995

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,
: Washington, DC.

The Committee met, pursuant to notice, at 9:35 a.m. in room
562, Senate Dirksen Building, Hon. William S. Cohen [Chairman
of the Committee] presiding.

Present: Senators Cohen, Burns, Pryor, Glenn, Feingold, and
Moseley-Braun.

Staff present: Ma Berry Gerwin, Staff Director; Sally
Ehrenfried, Chief Cleg; Victoria Blatter, Professional Staff; Mi-
chael Townsend, Press Secretary; Beth Watson, Systems Adminis-
trator; Theresa M. Forster, Minority Staff Director; and Kenneth
Cohen, Investigator.

OPENING STATEMENT OF SENATOR WILLIAM COHEN,
CHAIRMAN

The CHAIRMAN. Good morning. Today the Special Committee on
Aging is holding a hearing on the role that the private sector can
play in financing long-term care for our Nation’s elderly and future
elderly. Last week, thousands of delegates from all over the country
gathered in this city to participate in the White House Conference
on Aging. In fact, Senator Pryor and I both had occasion to address
that conference, and I thought it was an enormous success overall.

But their mission was a formidable one, to recommend policies
on how to address the challenges facing our Nation due to the
aging of our society. With baby-boomers facing retirement age in
only 15 short years, we have to prepare now for the social and eco-
nomic demands of an expanding elderly population and a declining
work force that is going to be available to support it.

Now that the delegates have packed their bags and returned
home, we need to consider what effects their deliberations will have
on aging policy. I hope that the participants and spectators of the
conference brought away several messages.

. First, we really have come a long way in the last 50 years in im-
proving the quality of life for senior citizens in America, and we
must not turn back the clock on these reforms.

Second, we must use our public dollars more efficiently and wise-
ly to help those elderly and future elderly who are not doing so well
due to sickness, fear of crime or abuse, loneliness and neglect, or
the fear that they and their loved ones are losing their dignity and
independence to Alzheimer’s Disease.

(1)
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Third, the fiscal status quo is unacceptable. Medicare and Medic-
aid cannot shoulder the needs of the current elderly population, let
alone the enormous burden of the future elderly. We must reform
these programs immediately in order to preserve them for current
and future beneficiaries.

The pressing need to improve access to long-term care for the
millions of Americans who now or soon will need services was a
major issue of concern at the White House Conference. According
to the GAO study I am releasing today, over 12 million Americans
report some long-term care need. About 60 percent of these persons
are elderly, and over 5 million of the total number are severely dis-
abled due to a mental or physical impairment. Contrary to the tra-
ditional notions of long-term care, the vast majority of those who
report needing long-term care services do not live in nursing
homes. Rather, over 10 million of them live at home or in small
community settings, such as group homes.

And these numbers are growing. By some estimates, the number
of elderly needing long-term care may as much as double in the
next 25 years. The GAO report contains this item: long-term care
is expensive. In 1993, for example, over $107 billion was spent on
long-term care nationwide. Almost $70 billion of this price tag was
borne by public programs, with the Federal Government spending
$43 billion and State governments spending $26 billion on long-
term care services.

Long-term care is already the fastest growing segment of State
Medicaid expenses, and State budgets are breaking under the
weight of these costs. If left unchecked, Medicaid spending could
nearly triple to over $36 billion in the next 5 years.

At the same time families are being stretched financially, phys-
ically, and emotionally when a parent, spouse or child requires
long-term care services. Sadly, many falsely believe that health in-
surance or Medicare is going to cover these long-term care ex-
penses. Often, it is only when a family member becomes disabled
that they discover that long nursing home stays and extended
home care services must be paid for out of their pocket.

The catastrophic costs of long-term care places almost every fam-
ily in America at risk. Fewer than 3 percent of all Americans have
insurance to cover long-term care costs. As a nation, we are living
under the false impression that Federal and State programs will be
there to pick up the tab for long-term care costs.

We have to stop kidding ourselves. It is unrealistic and fiscally
irresponsible to create new, unrestrained non-means-tested pro-
grams, even for long-term care. As Abraham Lincoln cautioned,
“We must not promise what we ought not, lest we be called on to
perform what we cannot.” '

Public programs, such as Medicaid, must be preserved to provide
services to those who cannot afford care, but more must be done
to encourage personal responsibility among middle and upper in-
come Americans to prepare for their own long-term care needs.

Today’s hearing will examine what the private market can do to
assist American families in planning for their own future needs.
We must encourage individuals and families to view long-term care
needs as a very likely risk of growing old, much as they now pur-
chase automobile, accident, and life insurance.
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As we will hear today, the private market has tremendous poten-
tial for financing long-term care. While these insurance products
acquired a bad reputation when they emerged a decade ago, the
market has evolved rapidly to meet consumers demands for more
flexible, affordable, and fair insurance coverage. A wider range of
policies are now available that cover home health care, adult day
care, assisted living, respite care, and skilled and intermediate
nursing care.

Insurance is by no means the panacea for the long-term care
needs of our Nation. But a private long-term care insurance market
is crucial if we are to alleviate the burden now placed on Medicaid.
As the GAO report points out, directors of State Medicaid programs
often cited long-term care insurance as an effective means to re-
duce Government spending on long-term care.

Earlier this year, I introduced S. 423, the Long-Term Care Fam-
ily Protection Act, to make it easier for individuals to plan for their
future long-term care needs by clarifying the tax treatment of long-
term care insurance, and allowing families to keep more of their
assets and still qualify for Medicaid if they have purchased long-
term care protection. This legislation also established consumer
standards so that purchasers will know exactly what type of insur-
ance protection they are getting.

The House of Representatives has already passed legislation to
provide fair tax treatment to long-term care policies. It is my hope
that the Senate will swiftly follow suit by passing legislation to en-
courage the purchase of long-term care insurance and place
consumer protections on these products.

It has been said that the real health care decisions are not made
in Washington, but rather around the kitchen table. Educating and
helping families plan for their future long-terin care needs now will
help them make the most appropriate decisions for themselves.
Once more, it is a sound investment decision for taxpayers, since
these efforts will ease the financial burdens of Medicaid in the
years to come. ' ’

I look forward to hearing from the variety of witnesses that we
have today. Before doing so I want to call on Senator Pryor, the
former chairman of the Aging Committee and a gentleman who has
worked closely with me over the years since we have been in the
Senate on aging issues. I now yield to Senator Pryor.

Senator PRYOR. Thank you, Mr. Chairman. Let me if I might,
yield at this time to a former-former chairman of the Senate Aging
Committee, Senator John Glenn, who beat me here by a few mo-
ments. John, if I might, I yield to you at this time.

STATEMENT OF SENATOR JOHN GLENN

Senator GLENN. Thank you, David.

Mr. Chairman, I am very pleased that the Aging Committee is
holding this hearing. It will provide an update on the current and
the future role of private insurance in financing long-term care.

About 10 years ago, I chaired an Aging Committee hearing in
Cincinnati at a field hearing, which was in a series of hearings on
the general topic of women in our aging society. The main purpose
of the hearing was to look ahead and plan for the needs of our
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changing population, rather than just waiting to act when a crisis
is upon us, which is what we seem to do all too often.

Our growing elderly population should be enough of a reason to
expand and improve home and community based long-term care, as
well as nursing home care. You have to have several options, and
then choose the one that is the most appropriate option.

We have gone from last year’s discussion of health care reform,
which was going to cover the whole population, to today’s debate
in the Congress on slashing Medicare and Medicaid expenditures.
That gives us an even more urgent reason to educate people about
the need for long-term care services for the elderly and the dis-
abled, and to work to insure the availability of both public and pri-
vate financing for high quality care.

. I can only be here for the opening this morning, and give this
statement. Then I have to leave. Diane Lifsey, who is behind me
here, has worked on these matters with me for years and years and
years, and with my personal staff while on this committee. She will
be here all through this morning’s hearing. So if there is a break
and someone wants to give her some ideas, I hope you will avail
yourself of that opportunity.

We went through some of these same problems with my wife’s
mother back a few years ago. She is no longer with us, but we went
through some of these things about what home care we could get,
how much it was going to cost, and nursing home care. We went
through these options that all too many people have to face these
days. So, we know from first-hand experience what is involved with
some of these decisions.

Back to the Cincinnati situation—the particular focus of the Cin-
cinnati hearing was women who are providing care to elderly fam-

ily in their own communities. Our lead off witness was Dr. Robert

Binstock, of Case Western Reserve, who I am sure is well known
to many of you.

Ten years ago, Dr. Binstock pointed out the need for private in-
surance which would enable middle-income people to purchase in-

surance -for non-medical community based care, and suggested that

this insurance should be provided to workers to protect against
long-term care costs for their parents.

I look forward to the testimony, and getting the testimony from
today’s witnesses on the private, long-term care policies that are
available today, and on the steps the Federal Government can take
to help more people plan ahead for their own financial security. At
the same time we need to look at both the Medicare and Medicaid
programs to determine how they can be made more responsive to
the health care needs of the chronically ill elderly and the disabled
in ways that are cost effective and humane. It is a big problem.

Mr. Chairman, I compliment you for having the hearing today.
It is something that is certainly needed, and for the legislation that
you are proposing. I look forward to today’s witnesses. We thank
them for coming before the committee, and look forward to the ad-
vice that they can give us today.

The CHAIRMAN. Thank you very much Senator Glenn.

Senator Pryor.
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STATEMENT OF SENATOR DAVID PRYOR

Senator PRYOR. Thank you, Mr. Chairman. :

Once again, we appreciate so much your holding this hearing
but when you look at the facts and the figures and the statistics
about what is about to happen to our population, it is pretty awe-
some. I don’t think that we are prepared for this in this country.
Even though we see the trend line, even though we know the num-
bers, generally, I don’t think, still, it has soaked in on the Congress
and maybe even the American conscience as to what is about to
happen to us.

For example, the baby boom population is comprised of 76 mil-
lion people, and it is approaching retirement age. In fact, the first
baby boomers are going to retire at about the year 2011. That is
not long away. They are going to begin to need at that time, long-
term care. We are going to see a massive strain on the infrastruc-
ture for caregivers and for providers, for nursing homes, for hos-
pitals, for home health care agencies; something that I don’t think
we realize yet the significance of.

Three million people are in the group that are 85 or older. That
is the fastest growing population age of our time at this time.
There are 3 million people today who are 85 or older in the coun-
try, and in a few years there are going to be 9 million people who
are 85 or older. That gives all of us some hope.

By the way, this is a little remark I hope won’t be taken the
wrong way, but I'm retiring from the Senate, and I have said it is
not because the Republicans have taken over the Senate, it is not
because, as some people say, that it has gotten to be a little more
mean spirited or whatever, it is simply because not long ago, in the
airport in Dallas, a man came up to me and said, “Aren’t you Con-
gressman Claude Pepper?” [Laughter.] -

I knew then it was time for to get out of here. [Laughter.)

The CHAIRMAN. What did you say?

Senator PRYOR. I said, no, but I knew him very, very well, which
I did, and respected him mightily, I will say.

Mr. Chairman, I have a longer statement I would like to put in
the record. My staff is going to hit me for getting off of their beau-
tiful, prepared remarks, here.

Some 10 to 40 percent of the retiring population can even afford
long-term health care. We are seeing a real emergence of two peo-
ple who came forward in the health debate last year. I call them
the ultimate power couple. It was Harry and Louise. Many of you
remember Harry and Louise.

Well, Harry’s mother has come ‘into play. I don’t know if you
have seen some of the ads. This is Harry’s mother. There she is.
We have blown up an ad there. They are running this in a lot of
publications across the country. I am going to read this. It says,
“Harry’s mother is amazing. At 75 she is financially self-sufficient
and plans to stay that way. The purchase of long-term care insur-
ance insures financial independence for many Americans like
Harry and his mother.”

The truth is that only about one-third of the single women aged
76 to 79 could probably afford any insurance of this sort. The me-
dian income for single women at age 75 is less that $10,000 in our
country. So, some how or another, Harry’s mother has discovered
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a secret. She is very happy, and looks like she is going off to go
play golf, or do §omething, living in a fancy retirement center, per-
haps. But, that is not the way the real world is. We have to face
that. ‘

I think that we all have to face that together. I hope very much
that we can find some solutions to this, and all sing out of the
same song book.

I look forward to working with the distinguished Chairman and
colleagues here on the Committee, and really to trying to find some
solutions to the problem that we are faced with.

The CHAIRMAN. Thank you very much, Senator Pryor.

Senator Feingold.

STATEMENT OF SENATOR RUSSELL D. FEINGOLD

Senator FEINGOLD. Thank you, Mr. Chairman. I am. always
grateful, as a member of this Committee, that both the Chairman
and the ranking member have had such a long time commitment,
not just to aging issues, but specifically a dedication to the long-
term care issue that I have been interested since I have been in
public life. I thank you for calling this hearing on the private fi-
nancing of long-term care.

This hearing is very much consistent with the tradition of this
Committee of looking at these sorts of issues, and I look forward
to the testimony that we will hear today.

Mr. Chairman, I do want to make a couple of remarks. Private.
long-term care insurance may be able to play an important role in
providing a limited population some financial security, like funding
the need for long-term care services. But in my view, for most fami-
lies that will require long-term care services, the only real solution
is fundamental long-care reform centered around a home and com-
munity based program that can deliver flexible, consumer oriented,
consumer-directed services.

I think Senator Pryor is absolutely right that despite the best ef-
forts of many of the people in this room and across the country, the
reality of what is going on in this area has not sunk in, from either
a human or fiscal point of view.

It has reached the halls of the legislature and government of my
home State of Wisconsin. It is understood there, but it is not yet
completely or adequately understood here. There is a learning
curve that has not yet been surmounted.

Just last week, the White House Conference on Aging met here
in Washington, as the Chairman pointed out. I was able to meet
with nearly every delegate to that conference from my own State
of Wisconsin. We discussed a number of issues of keen interest to
seniors, including the possible Medicare cuts. But, by far the most
important issue on_their agenda was moving toward a national,
Government based, long-term care reform. ,

The Wisconsin delegates were not alone. Of the so-called 10 per-
cent resolution that was adopted at the conference, and these were
resolutions that the delegates offered themselves, they were not of-
fered by staff, I am told that the resolution receiving some of the
broadest support was the one calling for a national long-term care
program.
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Among other things, the resolution called for a program that
guarantees long-term care services and supports for all who need
them, regardless of age, income, or disability. That is would be fi-
nanced progressively across generations, and protect families from
impoverishment. It would cover persons with physical, cognitive,
and other mental impairments. It would specifically emphasize
home and community based services. It would assure consumers’
choices and the opportunity to direct their own services.

Pursuant to that, because I obviously knew the concerns of many
of these folks long before the conference, Mr. Chairman, I intro-
duced on the first day of our session this year, S. 85. S. 85 estab-
lishes just such a program. It is based largely on the Wisconsin
Community Options Program, the home and community based
long-term care program that was introduced and started in Wiscon-
sin in the early 1980’s. It is a reform that is not only compas-
sionate, Mr. Chairman, it has saved Wisconsin taxpayers hundreds
of millions of dollars.

Because COP and our other reforms in the 1980’s, while the rest
of the country saw changes in the Medicaid nursing home bed use
climb by 24 percent, because of our program in Wisconsin, we actu-
ally saw Medicaid nursing home bed use drop by 19 percent, be-
cause we had this State program. .

Our long-term care reforms have had strong bipartisan support.
In fact, our Republican Governor, Tommy Thompson, has cited
these reforms as the reason Wisconsin has been able to keep its
Medicaid budget under control. This is especially relevant in this
week, and even more so next week, as we approach in the U.S.
Senate the Budget Resolution, and eventually reconciliation.

If we are serious about finding ways to save money in Medicaid,
then this kind of a national, long-term care program has to be part
of the answer. It is not part of the problem. It is not something
that is going to make things worse. It is part of the answer to solv-
ing our deficit problem.

By capping the long-term care program costs to the Federal Gov-
ernment, my bill ensures fiscal control by including a progressive
cost sharing mechanism. S. 85 ensures that those who could afford
to do so, would pay more, while avoiding the inequities that arise
from means tested welfare programs like Medicaid. By including
off-setting spending cuts, S. 85 ensures that we do not have to rely
on expected Medicaid savings, which I am sure will occur. In fact,
the bill is actually a net deficit reducer.

The offsetting spending cuts in S. 85 actually realize $6 billion
in net deficit reduction over the first 5 years. So, Mr. Chairman,
I recognize that many of today’s witnesses will be focusing on the
possible role of private long-term care insurance. Though I do not
view private long-term care insurance as being the largest part to
the answer to the problem, perhaps it will be part of the answer.
I am certainly interested in what our witnesses will have to say
about the ways in which we can improve access to these policies,
as well as any possible protections we ought to include in them.

However, I am firmly committed to reforming our long-term care
system to the establishment of a home and community based care
program that provides flexible consumer oriented and consumer di-
rected services, without regard to age, income, or disability.
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Mr. Chairman, I again thank you. You are the reason that there
is a forum here in the U.S. Senate for this issue.

The CHAIRMAN. Thank you, Senator Feingold. Let me make a
couple of quick remarks in response to Harry’s mother. Right now,
many middle income people can’t afford long-term care insurance,
and no one is suggesting that private insurance is going to be the
solution to low income people. But, we do need to encourage a pri-
vate market so that the pool will get larger and the products will
become more affordable for more and more families.

Second, right now many people who could afford to buy insurance
with the limited tax incentives that we are currently providing, are
not doing so. They are assuming that the Government is going to
plan for them, so they are shifting their assets to get on to Medic-
aid, taking scarce Medicaid dollars away from the truly low income.

Another point that I would make is that for the past 5 years, we
have had four national hearings on long-term care insurance pro-
grams. There were nine field hearings, plus the four national ones
here. Not one hearing has ever been devoted to examining what the
private market should offer, and can offer. What we are trying to
do is have some balance. We need to have a combination of private
and public. So, today marks the first time we will actually have a
hearing dealing with the private insurance market. What has hap-
pened in the last 10 years from the initial phases of insurance com-
ing into play, and where they are now; what the costs are; whether
they are becoming more affordable, more comprehensive, and cer-
tainly more understandable to the consuming public.

With that in mind, let me call our first panel. It is not Harry’s
mother, but we have Mr. John Spear, who has come to us today
from Champaign, Illinois, accompanied by his daughter Sarah
Spear; and Mrs. Jean Heintz, from Portland, Oregon; who are
going to discuss their first-hand experiences with long-term care in-
surance. Both are going to explain how their policies have pro-
tected them from catastrophic costs associated with the care of
their spouses. :

I think their stories are truly compelling. The Committee is very
grateful to have them with us, having traveled this great distance

. fo be with us this morning.

We are also pleased to have with us, Ellen Friedman, who is the
manager of benefit planning at Ameritech to discuss what employ-
ers are doing to help working families manage their long-term care
needs. We look forward to their very important testimony.

STATEMENT OF JOHN SPEAR, PFL LIFE INSURANCE CO. POL-
ICYHOLDER, CHAMPAIGN, IL, ACCOMPANIED BY SARAH
SPEAR

Mr. SPEAR. Thank you, Mr. Chairman. I am glad to be here. I
am glad to tell you of some of our experiences. This is Sarah, my
daughter.

I might start with some of my history, so you will know some of
my background. I was born on a farm in the central part of Illinois.
I graduated from high school in the depth of the Depression, when
corn was 10 cents a bushel, and hogs were 3 cents a pound. There
was one thing in my mind—I didn’t want to be a farmer. We
weren’t starving to death, but we didn’t have money to pay the in-



terest, pay the taxes, or pay anything else, because we didn’t have
it.

I finished high school in 1932, and we just didn’t have money for
me to go to college that fall. By the next fall, we had gotten a little
more together, had done a little better. I had a job at the Kroger
store, working on Saturdays. I went to work at 7 in the morning;
stayed at work until farmers quit coming in to buy groceries, which
was about 10:30 Saturday night. I got paid $1 for that.

Then Franklin Roosevelt came along with his wage program.
Gosh, my pay went from $1 to $3.50 a day. My time was cut off
from 11:30 at night to 7:30 in the evening. So, I lost 4 hours of
time, and 2%2 more dollars of pay. Pretty good.

Well, I graduated from college in 1937. My first job was $25 a
week, with a packing company in Davenport, Iowa. I had a very
good title, that of student salesman. Do you know what a student
salesman did in 1937? He candled eggs. We had a lot of eggs with
bad spots in them, because we didn’t have good refrigeration. I
helped unload refrigerator cars with beef that came in from slaugh-
ter plants in Kansas City. One of the most boring jobs was cleaning
moldy wieners. Do you know how to clean a moldy wieners—cheese
cloth and vinegar. It makes new ones from them.

Well, it didn’t take me long to decide I didn’t want to be in the
meat packing business. I qualified to teach vocational agriculture,
and in the middle of September I got a job as a vo-ag teacher in
high school in Jerseyville, Illinois. That is a little town north of
Alton about 20 miles. I stayed there until 1944, when I got the
kind of job that I really thought I wanted. That was farm manage-
ment and appraisal work.

I want to tell you about my wife, and our getting to know each
other. The luckiest point in my life. I was in the second term of
my freshman year at the University of Illinois that I met her. She
was 2 years ahead of me. Not 2 years in age, but 2 years in school.
She is only 364 days older than me. So one day out of the year,
I am as old as she is.

She was a home economic major and had a job that paid her
$100 a month for a 9-month year as a home economics teacher for
the 2 years before we were married. Like all kids who fall in love,
they decide money is not too important. Why would she give up
$900 a year to come with me, when I was making $25 a week?

Anyway, I retired from farm management work with Doane Agri-
culture Service in 1976. I want to throw in too, that when we
moved to Champaign, Illinois, our youngest kid started school. Bar-
bara really liked school, so she decided to go back to the University
of Illinois and acquire her master’s degree in elementary education.
She then taught school until we both retired in 1976.

After that time she did a lot of volunteer work at one of our local

- hospitals. Along about 1988, we were talking one day after we had
gotten a folder from the Illinois Teachers Association with a little
brochure on long-term care. We talked about it extensively. And
one day I said, “Mom, you know, I think we ought to get some long-
term care.” '

So, I investigated the insurance company that sent the literature
to us. I came up with a figure for long-term life care in a nursing
home, or whatever, wherever we had to be. Gosh, that was going
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to cost us $4,000 a year. Mom said we can’t afford that. I sat down
and I said, look, here is our assets. Here is what we have to spend.
We can’t afford not to buy some long-term care. And, we did that.

A year later I was talking to a friend who had a license to sell
the insurance we now have. His program looked so much better to
me. It was long-term; paid us $70 per day, either of us, for the
length of our life in a nursing home. We signed up for that. The
only thing we did wrong was we had it for 3 years when we had
the opportunity to increase our coverage at a fee; we vacillated over
that and finally let the time expire and didn’t get it increased. That
was a big mistake I made on long-term care. .

It was in the early 1990’s that Barbara, who was a lover of flow-
ers, began to get her flowers mixed up. She couldn’t keep track of
where she had planted them. After taking plants from the seedling
bed out for transplanting in our flower beds she would go back to
the seedling bed with her plants. When she came back, I said,
“What'’s the matter?” She replied, “Well, I forgot what to do with
thgm.” It wasn’t funny, but in retrospect in a way it is. It is damn
sad.

A year ago now, it got to where I couldn’t take care of her. She
obviously didn’t want to go to a nursing home, but there wasn’t
anything left. Sara lived in Columbus, Ohio. She had to take care
of her job. I have another son in Cincinnati. He had to take of his
work and three little kids. He, by that time, had gotten sick. He
was in his internship, advanced study in medicine at Cincinnati
University. The other son, who is not married, but does well to
take of himself. So, there wasn’t anything for us to do but go to
the nursing home.

Mom didn’t want to go, but she is a heck of a lot happier now,
I know, than she was when she was at home, because she got so
anxious, and so disturbed. At first they put her in the regular part
of the nursing home, then, about a couple of months ago they
moved her to Alzheimer’s group. It is a more structured type of
care. It costs me $10 more a day there, but it cut off some other
expenses that I had prior, that I didn’t realize were involved in the
nursing home. So, it didn’t really increase our expenses much
more. We are paying about $600 a month, beyond the $2,100-plus
the insurance company pays us, which makes it a total of around
$30,000 a year for the total cost.

I talked to you about this long-term care. You know I hope you
fellows can figure some way to really, really encourage people to
buy it. I don’t know what the possibilities are. You fellows have the
background.

People say, “I can’t afford it.” If they would start back when they
are 60 years old, when the policies cost so much less. They find
money to go to the picture show; they find money to do this and
do that—but 15 years before you are 75, that premium is not too
bad. Maybe a fourth of what it is when you are 75, at the time we
bought.

Well, anyway, I want to add just one more thing. I told you I had
a son in Cincinnati. He had graduated from the University of Illi-
nois medical school, and was on his way to Cincinnati with his
family of three children. They stopped by our house. We had taken
this long-term care. I said, “Mark, what if something happened to
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you and you couldn’t take care of your family? What if you couldn’t
work?” He said, “I'm going to work. There is no reason why I
shouldn’t keep working.” I said, “Before you go to Cincinnati we are
going over to talk to Eisner Murphy and see what they can give
you for disability insurance.” His stipend was $2,000 per month at
school. They signed up on a disability with a $2,000 a month pay-
ment. His program was a 5-year program. He completed 4 years of
it. He got up one morning, and could not go back to work. He just
went to pieces. What would have happened to that poor family if
he had not had that $2,000 per month to help him out.

That is beside the point of long-term care, I realize, but it is par-
allel to it. You know, it is my judgment that if we somehow could
educate our people to do it, and cut out some of the frills they think
they can’t get along without, and spend a little money each month
on a good insurance program, long-term care or even disability. I
think we should do everything we can to encourage that. I gather
from things that have been said here this morning, plans are,
hopes are, to make long-term care premiums tax free, or so that
you would not have to pay taxes on those. How many people in this
country are in the 28 percent tax bracket? I don’t know, but there
are lot of them. Not very many of them have insurance. If they
could deduct the premium before they pay their tax, that would be
giving them a 28 percent reduction in their insurance premium.

It sounds like I'm trying to sell insurance. I am trying to figure
out some way that people can be more responsible for what they
are doing, and taking care of themselves.

Thank you for your kindness.

[The prepared statement of Mr. Spear follows:]

TESTIMONY OF JOHN SPEAR, PFL LIFE INSURANCE CO. POLICYHOLDER

Mr. Chairman, members of the committee, good morning, and thank you for giv-
ing me this opportunity to testify before you today. My name is John Spear and my
wife Barbara and I live in Champaign, Illinois. We have three grown children and
our daughter Sarah has accompanied me here today.

I am here today to tell you about the im;{lortance of private insurance, particularly
private long-term care insurance. I would like to tell you a little about my wife and
my family and our personal experience with long-term care insurance.

I was born on a farm in Illinois. My father was not wealthy by any means but
we still managed to survive the depression. Somehow my father was able to help
me with college expenses and I am very fortunate to say that I was able to work
and attend college at the same time. I worked at various jobs, including working
at the first Kroger Grocery store earning $1.00 per day. When the NRA was passed
I thought I had become rich as my earnings increased to $3.50 per day.

After college I went to work for a meat packing plant and quickly learned that
this was not to be my calling in life. I finally become an Agricultural Teacher and
remained in that job until 1944. My earnings were $25 per week. I have since re-
tired as a supervisor in farm management and farm appraisal. I had responsibility
for a three state area.

Barbara, my wife, and I met in 1934. Barbara was a home economics teacher at
the time. When we had our children we decided it was best for Barbara to stay
home and raise them. In 1963, Barbara decided to go back to school and she earned
a Masters degree in Elementary Education from the University of Illinois. Both Bar-
bara and I retired in 1976. We have had a great life together.

In 1989 Barbara and I talked about buying a long-term care insurance policy.
Barbara did not want to buy the policy, she thought that it was too expensive and
that we couldn’t afford it. I told her that we couldn’t afford not to buy a long-term
care insurance policy, that we couldn’t afford to pay for several years of care in a
nursing home without some financial help from somewhere other than our savings.
We finally did buy the policy, and about 2 years ago I noticed the first signs of Alz-
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heimer’s Disease. Barbara began forgetting things until finally I was just unable to
care for her. A nursing home was the only alternative that I had.

Now Barbara receives the best of care. The young men and women that provide
care to Barbara just love all of the people in the nursing home. Two of them told
me that they were going to adopt Barbara as her own Grandma. Barbara is in a
special Alzheimer’s unit and no one could complain about the care that she is receiv-
ing. I get a great deal of satisfaction about the care that Barbara is receiving.

But without our long-term care policy we could not afford to pay for the care that
Barbara is now receiving. The cost for Barbara’s care is over $90 per day, that’s over
$30,000 per year. We just couldn’t afford the ‘catastrophic risk and cost of nursing
home coverage without an insurance policy to help pay for those bills.

My personal feelings are that people should purchase insurance policies to protect
themselves against the catastrophic risks that we all face. The government cannot
afford to take care of all of us, and we can’t afford the tax increases that would be
necessary to provide care for everyone. We also should keep government involve-
ment to a minimum—individuals should take responsibility for their own lives and
expenses.

However, the government must encourage people to plan in advance and to take
responsibility for their own long-term care expenses. The best way to do this is to
give a tax deduction for the premiums that we pay for long-term care insurance.
By giving a tax deduction for long-term care premiums the government will be send-
ing two big signals to citizens. First, the government will be warning people that
with the exception of Medicaid there is no government program that will pay for
long-term care expenses. Second, the tax deduction is something that everyone un-
derstands and is the government’s way of encouraging people to plan to pay for
their own long-term care expenses.

I am a firm believer in good insurance products. Without good insurance products
my son’s family would be financially devastated. Five years ago my son, Mark, be-
came totally disabled and without his disability insurance policy there is no way his
family could have survived financially. Without a good long-term care policy my re-
tirement savings would have been spent on Barbara’s nursing home expenses. Bar-
bara originally said that we couldn’t afford the premiums. The truth is we were able
to afford the premiums and we couldn’t have afforded not to have good insurance
coverage.

The CHAIRMAN. Thank you, Mr. Spear, very much. We know that
you didn’t want to be a farmer; you had good reason why you didn’t
want to be a farmer; you didn’t want to be a meat inspector, or deal
with meat. We know you don’t want to be an insurance salesman
either, but we thank you very much for your testimony. We are
going to come back to you with some questions after we complete
the panel.

Ms. Heintz would you care -proceed?

STATEMENT OF JEAN HEINTZ, PORTLAND, OR

Ms. HEINTZ. Good morning, Mr. Chairman, and members of the
Committee. My name is Jean Heintz. I am a 70-year-old retired
school teacher from Portland, Oregon. My husband, Chuck, is 75.
He retired in 1982 from his position as an executive with a
warehousing firm. I want to thank you for having me here to share
my story.

I retired from the public school system in 1990, having taught 30
years. My husband and I were looking forward to our retirement
years together, and we thought it best to plan ahead. My husband
contacted Health Choice for Seniors, a very reputable local firm
specializing in retirement planning.

A young lady representing Health Choice came to our home with
brochures which explained a wide variety of HMO offerings. We
discussed these and made a decision. When I retired, I had to leave
the group plan, and enter an individdal plan. .
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She then asked if we had thought about a retirement community.
It was obvious our hillside home was not ideal for the elderly. We
told her we had made arrangements years ago, after becoming fa-
miliar with my mother’s choice, a place called Rose Villa.

At Rose Villa seniors live independently in their own apartments.
College classes, lectures, trips, and a wide variety of interesting ac-
tivities are offered regularly. Health care is also available for those
who need it in their apartments.

Mother said she chose Rose Villa because it had an excellent
skilled nursing facility, and if she ever had a stroke or needed cus-
todial care, she did not want me to give up my profession to care
for her. Mother had led an extremely happy life at Rose Villa, and
we also saw the expert care she received after a hip replacement
in her 80’s, and then again when her body began its brief decline
in her 90’s.

This discussion about mother and Rose Villa prompted the next
question. Have you thought about a long-term care policy? Frankly,
we had given little thought to the possibility of a severe personal
health problem. We had been so healthy, and we knew we prac-
ticed good health habits. But we also knew from experience that
long-term care needs could present problems for any family, and
that meeting those can take quite a financial and emotional toll.

You see, during World War II, my father who had always been
healthy, suffered a massive heart attack. He survived, went back
to work, and then suffered another disabling heart attack, and was
confined to our home for the next 14 years. My mother cared for
him there herself, while also teaching in a local high school. She
paid for his medications, as well as for the pleasant day companion
that he needed. At times, mother would be so tired she couldn’t
dress herself. But her effort allowed me to attend a fine college,
Reed College, and prepare for my profession.

Although we hadn’t really thought about it before, my husband
and I both agreed that long-term care insurance would be a good
idea. We planned an active retirement, including travel abroad,
and wanted to make sure that we would be taken care of in the
event of a debilitating accident. We particularly wanted our two
sons to have the peace of mind that we were covered, should any-
thing happen to us.

The representative from Health Choice for Seniors suggested a
long-term care policy called ProtectCare, provided by John Han-
cock. We studied the policy, which was very clear and straight-
forward, and decided that the cost was reasonable and it provided
for a variety of possible care options, including both home and
nursing care. We both signed up for a policy that paid $70 a day
toward nursing care and $35 a day toward home care. At the time
we signed up, I was 65. The policy costs me $950 a year. Chuck
was 70 and the policy cost about $1,500.

Chuck and I enjoyed retirement together, but later I noticed
minor but persistent changes in his driving skill. He had been a
bomber pilot in World War II and was an exceptionally capable
driver, so I was concerned. After his annual physical, I talked to -
the doctor, and he suggested a neurologist. An MRI revealed no
tumor, but the doctor’s diagnosis was Parkinson’s disease.
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He responded well to the medication at first, so life went pleas-
antly on. Unfortunately, his mind began to show signs of impair-
ment. He fell frequently, was occasionally confused, and suffered
frightening hallucinations at night. I began to think seriously about
moving to Rose Villa earlier than we had planned. My husband
agreed to visit, we selected a pleasant apartment and moved. I ex-
perienced a great sense of relief knowing help was only a minute
or 2 away.

Although I had become a constant caregiver, I think we could
have managed together for years if his mind had not continued to
deteriorate so rapidly. I knew my insurance policy would pay for
home care, but I preferred to care for him myself. He had always
been a pleasure to live with, and as long as he could help me help
him, we could have managed his physical limitations and enjoyed
life together in our apartment.

Ever so slowly his needs increased until they reached a point
where I was getting so little sleep that I became ill and had to call
for help. The staff brought Chuck to the skilled nursing facility
within 15 minutes. Later in the week, I watched two very strong
young aides doing what I had been trying to do alone. I knew there
was no way that I could continue to provide the personal care he
now needed day and night. As I evaluated the situation, I realized
that he also needed more frequent skilled nursing care. Later, I
found out that, when admitted, he was dependent in five out of six
standard activities of daily living. In other words, classified as se-
verely disabled.

Chuck has lived in Rose Villa’s skilled nursing facility since Au-
gust 1993. His dementia has become more severe and the Parkin-
son’s disease has taken a great physical toll. He often does not rec-
ognize me or his surroundings, but does enjoy his meals and the
friendly aides. One of the benefits of living at Rose Villa is that I
can easily participate in his daily care—helping him with meals,
wheelchair outings, and remaining a part of his life.

— TI've been so grateful to have the long-term care insurance be-
causerall-that was presented in the policy has been promptly ful-
filled. The policy pays for his entire nursing home bill, and will pay
for up to 6 years. The insurance claims staff even took care of most
of the nursing home arrangements for me. Most importantly, it has
allowed my sons and me to continue our lives without the frighten-
ing financial and emotional drain long-term care needs present
families.

Some people are in and out of a nursing facility in a matter of
a few days or weeks, but we also have those with failing minds and
fairly healthy bodies. These people can live years with proper care.
Because medical advances have made it possible for us to live
longer, I believe an even larger number of Americans will need
help with long-term care needs far beyond what family members
can provide. Private insurance has certainly made arranging and
paying for this kind of help a lot easier for me. I hope you will ac-
tively encourage Americans to purchase private long-term care in-
surance because affordable long-term care insurance can really
make a difference in people’s lives, as my family’s experience so
clearly demonstrates. ‘

Thank you.
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The CHAIRMAN. Thank you very much, Mrs. Heintz. Before call-
ing on Ms. Friedman, I am going to yield to our colleague from
Montana to celebrate the virtues of being a farmer, or being associ-
ated with farming, or any other comment he would like to make.

STATEMENT OF SENATOR CONRAD BURNS

Senator BURNS. I'm just thrilled to meet Mr. Spear. He makes
me want to go home. I was raised in Missouri.

Mr. SPEAR. You are my neighbor.

Senator BURNS. That is right. I candled some of them eggs, and
packaged some of that beef, and farmed a little ole bitty 160 acres
of two rocks and one dirt, and I wish everybody would take FFA.
I want everybody to take FFA. If you are going to be a vocational
agricultural teacher, you just keep on expounding that.

Mr. SPEAR. I haven'’t fooled with that since 1944.

Senator BURNS. Well, they have taken it out of schools now be-
cause they think they have to cut something. It is the greatest
youth organization there is in the world, bar none.

Mr. SPEAR. I agree with you.

Senator BURNS. Here we are, we have all the people who think
they are going to do something for the world, when they ought to
be taking a look at 30,000 blue jackets in downtown Kansas City,
and never, ever hire an extra cop, and then wonder where our
country is going. A

So, we are happy you are here. I am going to make my statement
a part of the record. I have another hearing to go to.

Thank you very much. We are happy you are here.

[The prepared statement of Senator Burns follows along with the
%repaxied statements of Senators Alan K. Simpson and Larry E.

raig:

PREPARED STATEMENT OF SENATOR CONRAD BURNS

Mr. Chairman, I thank you for holding this hearing today. I am sorry I am not
oing to be able to stay for the whole hearing but, as is more common than ever,
've got another committee hearing that I need to attend.

I Eid, however, want to say that I think exploring ways to mix 1‘Public and private
financing for long-term care is an idea whose time is overdue. For too long, folks
have not planned well for what should be their golden years. And in not doing so,
ff.‘mdilng a way to afford long-term care can bankrupt the one who needs it and their
amily.

The Senate is focusing these days on Medicare and though Medicare is not a big

layer in long-term care, I think it is important that we review it at the same time.
fthink both programs are facing similar challenges—the way it is financed, the way
people view it, and the way it is delivered.

I hope I will have time to hear our first panel because I think its folks like you
who can teach us the most. So many people have the attitude that the iovemment
will take care of them, and I am glad to see, in your testimony, Mr. Spear, that
you and your wife believe in individual responsibility. I honestly believe that’s an
attitude we need to get back to in our society.

Yes, it is hard to save. And now that we are living longer, healthier lives, our
needs for retirement are greater. Add to that any catastrophic costs and the finan-
cial demand, in our waning years can be outrageous.

I am interested in learning the cost of long-term care insurance, since both Mr.
Spear and Mrs. Heintz appeared to have purchased policy late in life. And I am in-
terested in the choice Mrs. Spear made to care for her husband at home even
though the policy would have paid for home care. My parents did the same thing—
but I think, these days, you and my folks are the exception, not the rule.

Mr. Chairman, thought I have to run, I will look forward to reading the hearing
report and would like to work closely with you in addressing this need. At a time
when we are looking at ways to tighten the budget and keep Americans healthier
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longer, both physically and financially, I believe we need to get to work on building
a public-private relationship in long-term care. And I am anxious to hear our panel-
ists thoughts on how best to do that. .

Thank you again for bringing this issue before our Committee, Mr. Chairman.

PREPARED STATEMENT OF SENATOR ALAN K. SIMPSON

I commend my old friend Senator Cohen for convening this hearing regarding the
role of the private sector in long-term care. This is a very timely and appropriate
topic. As Congress searches valiantly for a fiscal course that will lead us to a bal-
anced budget, each of us is keenly aware that our success depends largely on wheth-
er or not we are able to control the extraordinary growth of Federal spending on
Medicare and Medicaid. Any plan to control these expenditures must include a
strategy for dealing with long-term care costs.

My dear brother Pete and I are personally familiar with the realities of long-term
care. Qur wonderful father resideg for several years in the West Park Long-Term
Care Center in Cody, Wyoming before he died in 1993 at the age of 95. And our
lovely mother received “around-the-clock” continuous care right in her own home
until she passed away on January 24 at the age of 94. It was truly a blessing to
have our parents with us for so many years. ’

~ . The expense of this long-term care was staggering. We paid it personally—and
every penny was well worﬁl it—but our parents were both covered with private in-
surance that covered long-term—care: They used their own personal resources to
meet these expenses.

Unfortunately, many Americans simply could never afford to fully pay the costs
that are associated with nursing home care or home health care. Instead, they then
turn to Medicaid. I am pleased that Congress has closed the loopholes that allowed
people to “game the system” in the past by “hiding” their assets or using other gim-
micks. However, even with eligibility limited only to those who have truly depleted
their resources, the reality is that Medicaid expenditures on long-term care will only
continue to soar in the foreseeable future. And they are substantial!

In order to stop this trend, I believe we must find ways to bring more people
under private long-term care insurance coverage. This will not be easy, especially
when people know that they can always fall back on Medicaid as an option of last
resort. However, we must find ways to make people understand that it is in their
best interests to take personal responsibility for their future care.

Those who can afford to purchase private coverage should be encouraged to do so,
either through tax incentives or by other means. If we take steps now to stimulate
private insurance coverage of long-term care, I am absolutely convinced that we will
save huge Federal dollars over the long haul. I trust this hearing will help to shed
some light on possible solutions to this perplexing and extremely costly problem.

STATEMENT OF LARRY E. CRAIG

Mr. Chairman, I would like to thank you for your leadership on the issue of long-
term care and for holding these hearings today to discuss future directions in pn-
vate financing of long-term care. I have briefly looked over the outline of you legisla-
tion, Mr. Chairman, “The private long-term care protection act of 1995,” and gund
it to contain come very timely and important provisions. I look forward to hearing
more about the ways we can solve the problems we face with the financing of long-
term care.

In the past, I have cosponsored legislation that would help spur the growth of pri-
vate sector long-term care insurance. I have long believed that in order to meet the
long-term care needs of our aging population, that we need to have a mix of both
private and f)ublic financing of long-term care. In order to encourage the purchase
of private policies, there need to be incentives for planning ahead for the future.

Mr. Chairman, I look forward to listening to the witnesses today and gaining from
their insight on changes in the private long-term insurance market. I am interested
in knowing their thoughts about the incentives—or lack of incentives—to promote
the private financing of long-term care.

As | mentioned, there needs to be a mix of both private and public coverage avail-
able. Since the growing cost of public programs like Medicare and Medicaid are out
of control, it is doubly important that the Congress look at ways to expand private
financing for long-term care. In addition, it is apparent that changes are needed,
because most long-tern care is currently covered by Medicaid, which has strained
many State budgets under the burden of growing needs and costs.
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Mr. Chairman, I think it is important to gain an understanding of how the cur-
rent choices in private long-term insurance either work or fail. I look forward to
hearing from the witnesses today about their personal experiences with long-term
care insurance. Whenever we look at ways to change access to a program, it is im-
portant to know how these changes will affect each of us as consumers of care.

Mr. Chairman, I would also like to ask the witnesses today for their opinion on
the use of medical savings accounts as a means of saving for future long-term care
costs. I am a strong proponent of MSA's, and believe that they may also help to pro-
vide yet another way to help prepare for the future and provide private financing
for long-term care.

Again, Mr. Chairman, thank you for this timely hearing. This is a tough issue,
but it must be addressed, and I appreciate your leadership on it.

The CHAIRMAN. Thank you, Senator Burns.

Ms. Friedman.

STATEMENT OF ELLEN FRIEDMAN, MANAGER OF BENEFITS
PLANNING, AMERITECH

Ms. FRIEDMAN. Mr. Chairman, thank you for the opportunity to
tell the Special Committee on Aging about Ameritech’s Long-Term
Care Insurance Plan. I am Ellen Friedman, Manager of Benefits
Planning.

Ameritech is one of a growing number of employers which offers
its employees and retirees an opportunity to purchase group long-
term care insurance through a program of the Company’s own de-
sign. Long-term care insurance is a relatively new benefit and as
of yet is not as widely understood or recognized as other benefits,
but as the population ages, and more and more people have expo-
sure to the need for long-term care, it is emerging as an employee
benefit.

While providing for long-term care may be viewed as a necessary
evil—because people certainly don’t want to find themselves in
need of it—the fact is that nearly one in two people will require
this care after reaching the age of 65. Individuals are living longer
and longer, and families are finding it increasingly difficult to pro-
vide this care without outside help.

Ameritech’s long-term care plan is quite new. We implemented
it in July 1993 for our active employees, and shortly before that,
for our retirees. We presently have over 3,000 enrollees, and the
plan is insured by the CNA Insurance Companies.

Why did Ameritech put in a long-term care plan? Frankly, our
retirees expressed interest in Ameritech’s sponsoring a plan, and
we felt it fit in well with our overall benefit program. Philosophi-
cally, we have been moving more and more toward encouraging our
employees to take individual responsibility for managing their
overall financial security. For example, in the past few years we've
added medical and dependent care flexible spending accounts and
more investment options in our savings plan. This equates to more
employee choice-making in benefits.

Also, long-term care coverage provides an important safety net to
protect a family’s assets, which can sometimes take a lifetime to
build up. So, it fits in well as a family benefit like other programs
Ameritech offers in the way of work and family benefits, such as
resource and referral services for child or elder care. This is one
program that we offer, a family connections program. It is com-
pletely unrelated to our long-term care program, whereby an em-
ployee can call a toll free number and get help from an elder care
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expert on subjects such as local housing options, in home or medi-

cal services, or transportation arrangements for an elderly relative.
"~ As you know, long-term care insurance provides an important
benefit to meet an important need, and it can be expensive, espe-
cially at older ages. One of the values of employer sponsored pro-
grams is that we can go to the market place and competitively bid
the program in order to get the best pricing, and otherwise act as
an advocate for our employees. Because companies also generally
use consultants who are experts on these programs, as Ameritech
did, we are assured that the plan. design includes provisions which
are state of the art, such as an emphasis on home care and a pro-
gram to receive price discounts on home health care equipment and
emergency response systems.

Ameritech’s long-term care plan offers three different options.
There two different benefit levels: $100 and $150 a day. Of course,
when home care which is less costly is used the benefit dollars go
further. The three options include nursing home only (of course, it
is the least expensive, and it has the greatest appeal to retirees);
a mid-level plan which covers home care; and the high level plan
which offers a 25-year paid-in-full provision designed to appeal to
younger employees; and, of course, the younger you are when you
buy this coverage, the more affordable it is.

How have Ameritech employees benefitted from this plan? As I
indicated, our plan is relatively new, and thankfully, to date we
have not had many enrollees who have needed long-term care. But
I thought you would be interested in hearing how the plan has
helped our people. One of our retirees received several months of
long-term care benefits while he recovered in a nursing home from
shingles, a neurological disease which can cause severe pain. Medi-
care benefits were not available, because skilled nursing care was
not required. Because this individual also suffers from dementia, it
is likely he will need nursing home care again, perhaps on a per-
manent basis, as his dementia worsens. OQur plan only has one
waiting period, so if he does need this care, his benefits will begin
immediately.

Another case involved a 44-year-old employee with cancer. He
was enrolled in one of our options with home care, and was able
to receive care at home until his death. The plan paid $9,000 in
benefits over an 8-month period. A third case involved a 68-year-
old retiree who was perfectly healthy when he enrolled in January
1993. He became paraplegic due to a car accident the following
month. Until his death in June 1994, our plan paid $12,000, coordi-
nating with Medicare for the periods of time when he needed custo-
dial care, and Medicare did not pay.

At Ameritech, we think of ourselves as well positioned for the fu-
ture and, likewise, we believe Congress should develop policies
today which position the country for several decades to come. Tax
clarification for long-term care will enable employers to assist em-
ployees with retirement planning needs, and can potentially help
stem the growth of public health care spending. Although we pro-
ceeded to implement a plan absent final guidelines, we were opti-
mistic that when clarification came, it would grant these benefits
the same tax status as a medical plan when benefits are paid out
to the beneficiary. And, although Ameritech does not contribute to
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the long-term care plan, or have a full flexible benefit plan at this
time, allowing tax deductible employer contributions to long-term
care insurance would go a long way toward encouraging the growth
of long-term care plans in the private sector.

In a flexible benefits environment, where the choice making and
individual responsibility values we want to promote really come
into play, employees could be given a chance to select a long-term
care option by trading off another coverage they may not need or
want like dental or vision.

In conclusion, employers can assist their employees by educating
them about the need for long-term care coverage. They can make
the coverage easily accessible through payroll deduction, and
partnering with private insurance companies to ensure a quality
product at a competitive cost through group purchasing power.
And, as in Ameritech’s case, group plans can make sure enrollees
benefit from as many value added services as possible, such as
complete case management to act as an advocate for the patient
and family, and help them access and maximize resources to assure
appropriate, high quality care.

Mr. Chairman, Ameritech appreciates the opportunity to appear
before you today, and commends your leadership on this important
issue.

Thank you.

The CHAIRMAN. Thank you very much, Ms. Friedman.

Let me first begin by telling you, contrary to a case of mistaken
identity as Senator Pryor suffers from, whenever I walk through
airports, be it in Washington, Maine, or where ever, people will run
up to me and say, “Aren’t you Jerry West?” To which I immediately
say, “Yes.” [Laughter.]

Because it gets a much more positive response, than if I say, “No.
I happen to be the Senator from Maine.”

But as I was listening to Mr. Spear and Ms. Heintz’ very moving
stories, I was thinking of the observation by Oscar Wilde. He said
at one point, the soul is born old, but it grows young; that is the
comedy of life. The body is born young and grows old; that is life’s
tragedy.

I think all of us during the course of our lives will have to face
the combination of the comedy and the tragedy. I think both of you
have demonstrated that through the telling of your stories with re-
spect to your spouses. :

Let me tell you, Mr. Spear, that you were much more successful
in talking to your son, Mark, than I have been in talking to my
father. My father is now 86. He works 18 hours a day, 6 days a
week. He is not a farmer. He isn't involved with meat. He is a
baker. He likes to claim that he is always in the dough. [Laughter.]

I tell you, that is one of the reasons I got out of the baking busi-
ness. That is why I am a politician, because I saw the kind of
hours, and the kind of work involved, and I decided at a very early
age that I was never going to be a baker.

In any event, let me come back and talk to both of you a little
bit. You indicated, Mr. Spear, that it was your wife’s association
that first brought the idea of long-term-care to you?

Mr. SPEAR. Yes. CNN Insurance Company, I think. I don’t know.
I don’t remember who. I don’t remember our first policy. I think it
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wis CNN, if there is a CNN Insurance Company. Anyway, that is
where we got our first insurance. When CFL agent, a friend of
mine, visited. I realized he had a better deal than I had where I
was. :

The CHAIRMAN. Can I ask you whether or not you ever shared
this kind of information with your friends, or neighbors, or col-
leagues? All of us up here have said not many people know about
this. When I say I am not successful with my father, for example,
I have tried to persuade him about the need for health care cov-
erage. He throws up his hands, and says, “Look. I am well. I am
still physically able. I don’t need it, bésides I got Medicare.”

Now, fortunately, I have my mother, who has a great deal more
sense. I can deal with her. She will listen to me much more than
my father.

Do you ever talk to your neighbors or your friends? Most people
are completely unaware that Medicare does not cover long-term-
care costs. It does not cover it. In order to get any kind of coverage,
you have to go down to Medicaid, which means you have to expend
your life savings and assets to impoverish yourself. Most people are
not aware of this. So, I am wondering if either you or Mrs. Heintz
have had any dialogue with your neighbors in an effort to start an
educational dialogue at the kitchen table level of our society in
order to make more people aware. We will get to you, Ms. Fried-
man, in terms of what the industry is doing.

Mr. Spear, or Ms. Heintz, have either of you had that experience
of talking with friends and neighbors and saying this is something
you have to look into because it has produced positive results for
you, Mr. Spear, and you Ms. Heintz, because this is something that
saved me and us from ruin, and protected the quality of our lives
to the extent that it has?

Ms. Heintz.

Ms. HEINTZ. As a teacher, our organization, the Public Employ-
ees Retirement System, provides us with workshops. They start
long before you are thinking seriously about retirement, so that you
have some idea of how to plan. The HealthChoice for Seniors was
one of those who could be contacted to come and talk to you indi-
vidually so you could work through whatever package you wanted.

In talking to my friends about this, I now found out about who
has John Hancock, and who has Teacher’s Union, and who are say-
ing that this sounds better than what I have, or I am more inter-
ested now than I have been before because I have a friend who is
having to spend down at a frightening rate, and it worries me. Yes,
but it is just a little drop, and a little drop there. It is not the broad
important presentation that I think people need to recognize what
Medicare doesn’t do. I believe they think there is more offered, and
more available, than there really is. .

Nobody wants to think about this. We didn’t think about this
from the point of view of a debilitating illness. We thought we
could be driving abroad and be in a terrible accident in a country
where we might not be able to get any help, and wanted to be sure
that we could make decisions without having to have our children
decide what we would sell first, and how to handle this, and so on.
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The CHAIRMAN. I think both of you also had something in com-
mon. I believe that you did not take advantage of the inflation fac-
tor.

Ms. HEINTZ. No. Mine is still so reasonable because in this retire-
ment village, we all have many opportunities to help the health
care center keep costs down. So, I turned down the increase be-
cause I didn’t need it. I will have a chance again, and if we have
had an increase, and I think I want to pay the difference, then I
will do that.

The CHAIRMAN. With respect to your coverage, you did not start
drawing upon the coverage while your husband was at home, is
that correct?

Ms. HEINTZ. That is right. We were in Rose Villa, off our 68
steps, and the various problems that our hillside home presented,
and I thought we were going to have years there.

The CHAIRMAN. Did your policy cover home care?

Ms. HEINTZ. Oh, yes. But I didn’t need it, because as long as he
could help me help him, we got along fine.

The CHAIRMAN. But the fact is you could have had two strapping
young men, who you said helped at the nursing home as such, and
could have been available, not necessarily men, but women or oth-
ers who could have given you the kind of assistance at home that
might have alleviated your burden under your policy at that time?

Ms. HEINTZ. The burdeén is the lack of sleep and stress. I could
help him with his shower; I could help him get dressed. The things .
that are a part of daily life were the problem. It is quite different
if you have a person who has had a serious injury, and you need
a therapist to come, and you need what I think of as specialized
help. But what I needed was not what I would want to pay $35 a
day.

The CHAIRMAN. The point was that you had the coverage, you
didn’t use it, and didn’t feel you needed to use it.

Ms. HEINTZ. Yes. It was there.

The CHAIRMAN. Mr. Spear, I want to ask another quick question
about your talking with neighbors. Have you had these conversa-
tions with other friends or neighbors? Like the conversations you
have had with your son?

Mr. SPEAR. Sure. I don’t get very far. I think most people think,
by gosh, we have our money committed. They don’t have; they just
think they have. There’s always room for one more. But I don't
know how we can convince them of that.

The CHAIRMAN. We hope through hearings such as this. We are
going to try and educational process that will point to people like
yourself.

Mr. SPEAR. I hope you can find one, because people have just so
many things that they want, and they go out and get them. Tomor-
row they have forgotten about them. How are we going to break
that chain of thought?

The CHAIRMAN. We hope that with people like yourself, and Mrs.
Heintz, coming forward, that it will start an educational program.
A dialogue on this issue has to take place. Senator Pryor and Sen-
ator Feingold have pointed out only roughly 3 percent of the Amer-
ican people have any long-term-care coverage.
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Mr. SpPEAR. If you could convince those people, by the time they
are 60 years old, to get the protection, it wouldn’t cost any of them
about a third of what it would cost them if they wait until they are
getting close to time they need it.

The CHAIRMAN. I am going to yield to Senator Pryor for some
questions.

Senator PRYOR. Thank you, Mr. Chairman. Mr. Chairman, you
hit on something earlier in this hearing that I think speaks vol-
umes about the mind-set of the American people today. That is

when the average American thinks about going into a nursing

home, they dismiss it from their mind just as quickly as they can.
We don’t want to even think about it, and we don’t want to, cer-
tainly, part with a