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BY THE COMPTROLLER GENERAL

report To The Congress
OF THE UNTED oTATE N

\_N\107143

HEW Progress And Problems
in Establishing Professional
Standarcs Review Organizalions

The Department of Health, Education, and
Welfare's effort to establish professional
standards review organizations has been hin-
dered by

--Qrganizationat imitauons,
--resource constraints,

--detays in issuing program regulations
and guidance, and

--the lack of aggressive contract ad.ninis-
tration.

It has also been hundered by physician oppo
sition,

Although many of the problems appear to be
solved, action is required to promulgate need-
ed regulations and 1mprove contract adminis
tration. tn addition, the Congress should
consider using a demonstration phase before
authorizing full scale implementation of
similar programs.
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COMPTROLLER GENERAL OF THE UNITE 3 STATES
WASHINGTON, D.C. 20548

B-164031(5)

To the President of the Senate and the
Speaker of the House of Representatives

This report discusses progress achieved and problems
encountered by the Department of Health, Education, and
Welfare in implementing the Professional Standards Review
Organization program required by the October 1972 amendments
to the Social Security Act. Program implementation has been
slow. Although many of the problems appear to be solved,
additional action by the Department is needed. .

We made our review pursuant to the Budget and Accounting
Act, 1921 (31 U.S.C. 53) and the Accounting and Auditing Act
or 1950 (31 U.S.C. 67).

we are bclldiug bupin:a ui Lilib repulc Lo e Uj.Lt:bLUL'
Office of Management and Budget, and the Secretary of Health,
Educatizn, and Weclfare. -

Comptroller General
of the United States
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COMPTROLLER GENERAL'S HEW PROGRESS AND PROBLEMS
REPORT TG THE CONGRESS IN ESTABLISHING PROFESSIONAL
STANDARDS REVIEW CRGANIZATIONS

Concerned by rapidly rising Federal health
care expenditures, the Congress in 1972 passed
legislation creating a Professional Standards
Review Organizaticn program in the Department
of Health, Education, and Welfare (HEW).

The program is to have local physicians estab-~
lish peer groups to determine whether services
to patients under the Medicare, Medicaid, and
Maternal and Child Health programs are medi-
cally necessary, provided in accordance with
medical standards, and provided in an appro-
priate setting.

HEW has made progress in implementing the pro-
gram, but this progress has been slowed Ly sev-
erzl factors. HEW estimates that the pragram
will not be fully implemented for several. years.

IMPLEMENTING THE PROGRAM

Tne legisiation proviages 1or designating Pro-
fessional Standards Review Organization geo-
graphic areas, establishing Review Organizations
and advisery councils, enrolling physicians,

and implementing medical review systems,

HEW has designated 203 geographic areas. By
June 1977, almost 5 years after passage of
the legislation, only 62 planning and 108
conditional Professional Stardards Review
Organizations had been established. Since
then many Review Organizaticns have been
added, so that by June 1978 there were 37
planning and 153 conditional Review Osgani-
zations. However, HEW does not exprct to
have any of the Review Organizai.uns beyond
the conditional stage until] after October
1978,

In addition, HEW created a national and six
statewide advisory councils, enrolled 35 per-
cent of the Nation's physicians, and imple-
mented review syst2ms in 38 percent of the
Nation's hospitals. (See ch. 2.)
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A number of geographic areas, however, includ-
ing three entire States, wers withcut Review
Organizations for a long period of time, and
many of the functions the organizations are
responsible for were being dcre only on a
limited basis. (See ch. 4.)

ORGANIZATIONAL LIMITATIORS

During the initi.. years of the Professional
Standards Review Organization program, HEW

had several organizational units putting the
program into effect. But because of organiza-
tional shortecomings, inadequate authority,

and fragmented responsibility, they were
ineffective. (See p. 11l.})

HEW attempted to correct these deficiencies by
establishing the Bureau of Quality Assurance
to implement the program and by assigning
policymaking responsibility to the Office of
Professional Standards Review. This did not
completely solve the problem. Review Organi-
zations continued to have problems with State
and HEW agencies in determining review author-
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ity, imelemanting long tarm zore Covizy, and

obtaining hospitals' support. (See p. 11.)

In March 1977, HEW reorganized and established
the Health Care Financing Administration,
which is responsible for administering the
Medicare, Medicaid, and Professional Svandards
Review Organization programs. The consolida-~
tion of the three programs within one agency
should facilitate ccordination and cooperation
and the clarification of the policymaking re-
sponsibilities of the Assistant Secretary for
Health. (See p. 15.)

RESOURCE CONSTRAINTS

Less than anticipated funding and staff
limitations have resulted in (1) delaying
conversion of planning Review Organizations
to conditional status, (2) restricting the
number of planning contracts, and (3) adopt-
ing a cautious attitude toward organization
development. (See p. 16.)
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Jear Sheet

Limitations with staffing and travel rescurces
during fiscal years 1974 and 1975 hindered

the ability to promptly review and evaluate
plans and activities of oy provide assistance
to organizations applying for or having plan-
ning or conditional Review Organization con-
tracts. (See o. 19.)

LACK OF TIMELY REGULATION ISSUAHNCE
AND INALEQUATE GUIDANCE

HEW has been slow t.o issue regulations and
provide guidance. As of February 1978, only
8 of 18 final regulations had been issued,
to conduct medical reviews and to collect
hospital data needed to assess the quality
0f health care. (See p. 21.)

Additionally, the untimely issuance of some
guidance has impeded conversion of organiza-
tions from planning to conditional status and
delayed others in acgqguiring adequate data
processing systems. (See p. 24.)

LACK OF 2GGRESSIVE
CONTRACT ADMINISTRATION

Four of the 17 organizations GAC reviewed ex-
perienced delays because of various management
problems. These delays could have beesn miai-
mized i€ HE7 h.d taun timely, aggressive ac-
tion to enforce contractual requirements and
resolve management groblems. (See p. 26.)

PHYSICIAN SUPPORT
OF THE PROGRAM

Active physician involvement is critical to
the overall success of the prcgram, but so far
most of the Nation's physicians have not en-
rolled in the program. Consequently, some
a’eas were without organizations, while others
that had planning organizations were unable

to convert them to conditional status.

The current law required that until January 1,
1978, preference had to be given to phvsician-
sponsored organizations when establiishing
Review Organizations. HEW is proceeding teo
seek a non-physician-spensored organization



for Nebraska because of physician opposition.
(See p. 22.)

RECOMMENDATIONS TO
THE SECI' TARY OF HEW

The Secretary should require the Administrator
of the Health Care Financing Administration
to:

--Issue instructions to hospitals and fiscai
intermediaries on the statutory obligation
of participating hospitals to cooperate with
Professional Standards Review Organizations

--Issue final program reqgulations as quickly
as possible.

--See that prompt corrective actions are taken
to resolve known problems delaying program
implementation.

--Coordinate with the Director, Bureau of Com-
munity Health Services, to provide adegquate
guidance for review of Maternal and Child
Health patient care.

--Promptly designate alternate organizations
as Review Oraanizations in areas where a
physician-sponsored organization refuses to
establish a Review Organization.

AGENCY COMMENTS

HEW agreed with GAOC's recommendations. It
also commented on the need to consider other
factors impeding the program--the revolu-
tionary nature of the program and the com-
plexities of coordinating with State Medicaid
agencies. GAO agrees that many factors
hindered more rapid program implementation
but believes that the problems it identified
were the major ones.

RECOMMENDATION
TO THE CONGRESS

The Congress, when establishing new national
programs, should consider using the demonstza-
tion concept before authorizing full program
implementation.
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CHAPTER 1

INTRODUCTION

Expenditures for health care in America have more than
tripled since 1965. During the ll-year period ended in 1976,
health care expenditures increased 12 percent annually-~from
$38.9 billion to $139.3 billion, or from 5.9 percent to
8.6 percent of the gross national product.

Concern c¢rer the increasing Federal health care expendi-
tures prompted the Congress, in October 1972, to amend the
Social Security Act (Public Law 92~603) by replacing an in-
effective medical utilization review system with the Profes-
sional Standards Review Organization (PSRO)} program.

The act stipulated that the Secretary of the Department
of Health, Education, and Welfare (HEW) should divide the
country into appropriate areas to allow for the review of
health services provided under the HMedicare, Medicaid, and
Maternal and Child Health programs. Medicare, which is funded
through the Social Security Trust Fund, provides health in-
suranre herefitg ¢n tha 2qged disabled. and certain athare,
Medicaid--a Federal-State program--provides medical services
to the needy and the medically needy. Federal grants to
States are also provided under the Maternal and Child Health
programs to enable the States to expand and improve services
to reduce infant mortality and otherwise promote the health
of mothers and children, especially those in rural and poverty
areas.

The act also authorized the Secretary to enter into
agreements with nonprofit organizations, preferably those
composed of practicing physicians, for develooing and imple-
menting syst.matized review of medical care provided under
the three programs in hospitals and lono-term care facilities.

Conceptually, local practicing physicians would organize
and operate peer review mechanisms to reduce costs and im-
prove the guality of health care provided urnder the programs.
PSROs would determine whether services provided to patients
in hospitals and long-term care fecilities are (1) medically
necessary, (2) provided in accordance with professional stand-
ards, and (2) provided in the appropriate setting.

The act also provided for the establishment of Statewide
and National Councils. The functions and status 9f these
organizetions and PSROs are discussed in “hapter 2.
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Under the prcgram b=ing developed by HEW, PSROs are to
establish a system for review of care provided to inpatients
in short-stay hospitals and develop a phased plan for the
later review in long-term care facilities (that is, specialty
hospitals, skilled nursing facilities, and intermediate care
facilities). October 1977 amen¢ 'ents to the Social Security
Act (Public Law 95-142) require "3ROs to review noninstitu-
tional (ambulatory) care. 1In 31¢ "t-stay general hospitals,
the PSRO is responsible fors

1. Concurrent admiss-u. cottifica’ .on and ¢ontinued
stay reviews--ongoing reviows of inpatient hospital
admissions to assure u2dical necessity and quality
of care,

2. HMedical care evaluation studies--retrospective
in~-depth reviews of care or medical management
practices %o assess the quality or utilization of
health services. A completed medical cate evalua-
tion study should identify a potential or actual
probl- T, initiate an action plen, and assess the
impact 0of the corrective action.

3. Proriie sralvses--retrospective reviews through whizh
aggregat:: patient care data is compiled to analvze
the patterns of health care services and lengths of
stay. Such reviews give the PSRO and the hospitals
information for determining needed medical care
evaluation studies and are an effective means of
monitering concurrent review activities.

PSROs are required to delegate responsibility for con-
current review and medical care evaluation stundies to quali-
fied hospitals that ate willing and ablie to assume such
functions (delegated he Ditals)}. PSROs also work with
Medicare, Medicaid, and Maternal and Child Health administra-
tive and fiscal agents .n implementing their review program.

LEGISLATIVE CHANGES TO THE PSRO PROGRAHM

Since October 1972, the PSRO legislation has been amended
twice. The first amendments (Public Law 94-~182) were enacted
in December 1975. In part, these amendments affected the
FSRO progran by (1) authorizing the use of the Social Security
Trust Fund for financing all hospital review costs (previ-
ously, only delegated hospital review activity couid be so
financed), (2) extending for 2 years (from January 1, 1975,
toc January 1, 1978) the date preference is to be given for
physician-sponsored organizations as PSROs, and (3) authorizing
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the polling of practicing physicians in each PSRO area of a
State that nas multiple PSRO areas and no designated FSROs
to determine if they support a change from the original PSRO
area configuration to a singlz Statewide PSRO area.

The amendments of October 1977 (Public Law 985-142), among
other things, (1) provide for a waiver of other lecislatively
mandated review requirements, such as utilization review, when
a conditional PSRO is found competent to perform PSRO review
activities, (2) reguire that a PSRO undertake ambulatory care
review not later than 2 years after it has become operational,
(3) authorize the use of agreement~ or grants, ratler than
contracts, as the means for binding the relationship between
the Government and the PSROs, (4) provide for a PSRO monitcr-
ing role for State Medicaid agencies, and (5) provide for the
exchange of data with health systems agencies.

PROGRAM ADMINISTRATION

Thz PSRO program is being implemented by the Health
Standards and Quality Bureau within HEW's Health lare Financ-
ing Administration, which is responsible for administering
tha nranram icaenina reanlarione anA nnxﬁp]\naq. and di«a-—
trlbutlna funds. The Health Care Financing Administration
was established in March 1977. Before that time the PSRO
program was administered bv th~ Bureau of Quality Assurance
(BQA&) of th. Health Servicec Administration, Puplic Health
Service.

The Health Care Financing Administration also assumed
responsibility for administering the Medicare ard Medicaid
programs. The former had been administered by the Bureau of
Fealth Insurance, Social Security Administraticn, :ind the
latter by the Medical Services Administration, Soc.al and
Rehabilitation Service. 1/

PSROs operate under contract with HEW. Early in the
program, HEW decided to use contracts to avoid delays that
would have resulted in promulgating requlations authorizing
the use of agreements. The PSROs are entirely federclly
funded. As shown below, total program funding has ¢ own from
about $5 million in fiscal year 1973 to an estimated $147 mil-
lion in fiscal year 1978.

1/Since our fieldwork was done before the Health Care Financ-
ing Administration was established, we will contiiue to
refer to the agencxes formerly responsible for the ac ivi-
tizs discussed in this report. |
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PSRO Program Funding

Medicare
Fiscal Trust
year Appropriations Fund Total
-------------- ({000 omitted)=~——-~~emwmwas
.1973 (note a) $ - s - $ 4,775
1974 33,650 (b) 33,650
1975 36,208 {b) 36,208
1976 47,645 (b) 47,645
Transitional
quarter 11,977 (b} 11,977
1977 62,000 41,000 103,000
1978 (note c¢) 72,234 75,000 147,234

a/Funds were provided by the Socicl Security Administration.

b/The Medicare Trust Fund was used before fiscal year 1977
for delegated hospital review only; i.owever, the amounts
specifically used were not availabl., because hospitals
were not required to report to the Social Security Admin-
istration costs associated with delegated review activ.ties.

L PR -
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The PSRO program is funded through two separate mecha-
nisms. Hospital review activities are financed through the
Medicare Trust Fund and Medicaid appropriations. Medicaie
reimbursement mechanisms are used to make pavment for both
meaicare and Medicaid review; however, the Trust Fund is later
reimbursed by Medicaid for the cost of reviewing care pro-
vided to Medicaid patients. No reimbursement is made by the
Maternal and Child Health program because HEW considers tne
patient volume to be insignificant.

Formerly, Health Serviccos Administration annual appropri-
ations were used to fund all ovher PSRO activities (such as
program management and support, long-term care and ambulatory
care review activities, BQA salaries and expenses, and gen-
eral contracts). Health Care Financing Administration appro-
priations are now used to fund such activities. The annual
appropriation also includes specific transfers from Social
Security Trust Funds to cover Modiczre's share of PSRO activi-
ties not directly related to patient care review.




SCOPE OF REVIEW

Our review was made at HEW headguarters in Washington,
D.C.; the Bealth Services Administration (later the Health
Care Financing Administration) in Rockville, Maryland; and
at HEW regional offices in Atlanta (region IV), Boston
(region I), Denver (region VIII), Dallas (region VI}, and
San PFrancisco (region IX). We also reviewed the activities
of 17 PSROs in Massachusettis, New Rampshire, Connecticut,
Alabama, Florida, Tennessee, New Mexico, South Dakota, Utah,
Wyoming, and California. These 17 organizations represent
PSROs in various stages of development.

We reviewed applicable legislation, regulations, progra
guidelines and instructions, and REW project and contract
files. 1In addition, we interviewed appropriate State offi-
cials and officials of the 17 PSROs visited.

In March 1977, we sent a questionnaire (see app. II) to
103 PSROs to help us assess the status and problems of PSRO
implementation. At the conclusion of our fieldwork, re-
sponses had been received from 93 (90 percent) of the PSROs.

Our review covered the period October 1972 through
December 1977.



CHAPTER 2

SLOW PROGRESS

IN IMPLEMENTING THE ACT

PSRO legislation is based on the concept that health
professionals are the most appropriate ones to evaluate the
quality of and need for medical services and that effective
local peer review is the sou-lest method for assuring the
appropriate use of heclth care resources and facilities. To
implement this concept, the act provides for designating
PSRO geographic areas, zstablishing PSROs as soon as prac-
ticable, establishing advisory cotcils, enrolling physiciang,
and implementing medical review systems promptly.

HEW, despite serious obstacles, has implemented some of
the program's elements, but progress has been slow. Although
the Denartment has been implementing the program for over
5 years, officials estimate it will take several more before
the program is fully operational.

DESIGNATION OF PSRO SERVICE AREAS

The act required HEW to designate PSRO service areas

. throvchons the nited S22l by Jalitaiy iy 1572. The size ana
characteristics of a PSRO area were to be determined by HEW
based on the number of practicing physicians, service areas,
and State and county boundaries. Several controversies,
including the desire of many States to have statewide PSRO
areas, delayed area designation until March 1974.

The Secretary designated 203 PSRO areas throughout the
Nation. 1/ Twenty-eight States received statewide designa-
tion; the other 22 States were divided into between 2 and
28 multi-PSRO areas.

ESTABLJLSHMENT OF PSROS

PSROs are generally developed in three stages~--planning,
conditional, and fully designated. In the planning stage,
PSROs are expected to establish an acceptable organizational
structure, recruit physician members, and formulate plans for
undertaking review activities. In the conditional stage,

1/includes the District of Columbia, Puerto Rico, the Virgin

Islands, Guam, American Samoa, and the Trust Territory of
the Pacific Islands.
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PSROs select norms and develop standards and criteria for
review activities in hospitals and long-term care facilities,
implement or delegate review f~tivities, and make medical
care evaluation and profile analysis studies. Once a condi-
ticnal PSRO has met HEW's organizational requirements and is
capable of rulfllllng its responsibilities, including long-
term care review, it can become fully de51gnated.

In March 1974, HEW made its first request for proposals
from physician organizations interested in becoming PSROs.
In June 1974, it awarded 102 contracts--91 planning and 11
conditional. The conditional contracts went to organizations
HEW believed were ready to begin review either immediately or
after a short planning phase.

By June 1977, only 170 PSROs were in place--108 condi-
tional and 62 planning. Since that time, the number of PSROs
in place has increased to 190--153 conditional and 37 plan-
ning. Many were in the planning stage for lengthy periods. -
(See app. IV.) HEW does not expect to have a fully designated
PSRO until October 1978. The growth in the number of PSROs
is depicted in the following graph. Graphs depicting the
growth of planning and conditional PSROs separately are in-
cluded in appendixes III and V.

TOTAL PLANNING AND CONDITIONAL PSROU'S

NUMBERS

1805~

160~

80~ -
60}~ —
ack~ -
203~ -
oht ) 1 i L i 2 A
JUNE DEC. JUNE DEC. JUNE DEC. JUNE JUME
1974 1274 1975 1975 197¢ 1976 1977 1978



As shown in the graph, PSRO growth has been slow; as of
June 30, 1977, 1/ 33 areas were still without a PSRO. Thece
areas included the entire States of Texas, Georgia, and
Nebtaska. Additional information on the status of the
33 areas is discussed on page 32.

NATIONAL AND STATEWIDE PROFESSIONAL
STANDARDS REVIEW COUNCILS
AND ADVISORY GROQUPS

The act requires HEW to establish a National Professional
Standards Review Council and, in States with three or more
PSROs, Statewide Professional Standards Review Councils.

Each Statewide Council and PSROs in States not gqualifving
for Statewide Council membership are reguired to have an
Advisory Group.

The National Council is to advise th Secretary of HEW
on PSRO program administration and review che performance of
local PSROs and Statewide Councils. In May 1973, HEW estab-
lished the Council with 11 physician members appointed by the
Secretary. The Council, since its inception, has been advis-
ing the Secretary on program development and has sponsored a
program evaluation recently complet<d by HEW's Qffice of
Planninag. Evaluation and Leaielatinn

Statewvide Councils are to coctdinate activities of PSROs
in the State and assist the Secretary in evaluating PSROs and
arranging for qualified replacements for PSROs when necessary.
Based on the designation of PSRO geographic areas, BEW will
be required to establish 18 Statewide Councils when PSROs are
formed in all areas. As of June 1975, six States qualified
for Statewide Councils; however, these Councils were not
established until after May 1977. Establishment of Councils
in five other gqualifying States began in February 1978.
Delays in establishing conditional PSROs postpone establish-
ment of the other reguired Statewide Councils.

Advisory Groups provide an ongoing, formal mechanism for
providing input to the PSRO program of nonphysician health
care practitioners (dentists, nurses, pharmacists, etc.) and
representatives of hospitals and other health care facilities,
As of February 1978 only two of the six established Councils
had appointed an Advisory Group. In addition, when aill

1/By June 30, 1978, only five areas were without a PSRO.
These areas included the entire States of Texas and
Nebraska. /
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PSROs are established, 39 of them will require Advisory
Groups. As of October 1977, 33 PSROs qualified for Advisory
Groups but only 16 had established thenm.

PHYSICIAN ENROLLMENT

Active physician support and participation is essential
to PSRO success. Physician involvement, therefore, is an
important measure of the progress of program implementation.
To qualify as a F5R0O, an organization must have as members
at least 25 percent of the practicing physicians in its area.

The enrclliment of active practicing physicians in the
Nation has grown from 3 percent in 1974 to 35 percent in
1277. In 1977 the number of physicians enrolled in condi-
tional PSROs was over 40 percent of those eligible. (See
app. IX.) This matter is discussed further in chapter 4.

IMPLEMENTATION OF
MEDICAL REVIEW SYSTEMS

The act requires HEW to review Medicare, Medicaid, and
Maternal and Child Health patient records in short-stay
hospitals and long-term care facilities. As amended, it also

reguires PSROs to review patient records in ambulatory care
"settings. PSROs are required to delegate review activities
to hospitals willing and able to assume this function.

Hospital review activity

HEW estimates that, in fiscal year 1977, the Nation's
7.000 hospitals had 14.5 millioa discharges under the three
Federal health care programs. PSRO review activity covered
32 percent (abcocut 4.6 million) of these discharges. As of
September 1977, PSRO review activity included approximately
2,650 (about 38 percent) of the hospitals. Review activity
at 1,850 of the 2,650 hospitals was delegated.

As part of their review activity, PSROs are to undertake
medical care evaluations and profile analysis studies. They
are responsible for completing at each hospital between
4 and 12 medical care evaluaticn studies annually, depending
on the number of hospital admissions, or for requiring the
hospital to participate in areawide medical care evaluations.
PSROs have reported completing over 9,500 medical care evalua-
tion studies during 1977, but accurate information on com-
pliance with the requirements was not available because of
computer programing delays. Accordingly, progress in this
area could not be determined. Our questionnaire shcowed that,
as of March 1977, only 29 percent of the PSROs had initiated
areawide studies.



HEW did not issue specific¢ guidelines to help PSROs make
profile analysis studies until January 1978. Only 12 of the

93 PSROs responding to our gquestionnaire reported activity
in this area.

Long-term and ambulatory care

In 1976, BQA began emphasizing expansion of the PSRO
review system to care provided in long-term facilities and
ambulatory settings. Although eight PSROs were involved in
long-term care reviews before this time, these reviews
were continuations of an earlier HEW effort.

In September and October 1976, EHEW selected 20 PSROs to
participate in a 2-year demonstration and ass¢ssment program--
15 (including 4 of the 8 PSROs mentioned above) for long-term
and 5 for ambulatory care review. The results of the demon-
stration projects are not expected to be available until
after February 1979.

CONCLUSIONS

Rlthough HEW has made progress in implementing the PSRO

program, the program will not be fully implemented for several

vearg, Bs 0f Tum~ 1877 = monhIT 22 5l0Giapiiee ua€dB, shiciud-

ing three entire Sta;es, were without PSROs. There were no
fully designated PSROs. Moreover, physicians have been slow
to support the program, and many of the functions PSROs are
responsible for implementing were being done only on a
limited basis. Several factors have hindered HEW's progress

in melementlng the PSRO prcgram. These factors are dis-
cussed in chapters 3 and 4.
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CHAPTER 3

PROBLEMS IN PROGRAY ADMINISTRATION

A nurber of complex, interrelated factors impeded the
timely implemerntation of the PSRO program. The delays mini-
mized the program’'s opportunity to reduce medical costs and
to ensure the quality of patient care under the three Federal
health care programs. The factors included organizational
limitations, resource constraints, delays in issuing program
guidance, and the lack of aggressive contract administration.
These problems are similar to those we have found in other
health programs administered by HEW.

ORGANIZATIONAL LIMITATIONS

During the initial years of the program, HEW established
several organizational entities to implement the PSRC legis-
lation. Because of organizational shortcomings, including
inadequate authority and fragmented program responsibility,
these entities were ineffective.

PSRO legislation was passed in October 1972. 1In November,
HEW established, within the Office of the Assistant Secretary
for Heaitn, tne ufrice of Proressional otandaras keview Lo
direct program implementation and develop program policy. To
implement the program, task forces were set up in the Health
Services and Mental Health Administration, 1/ the Social
Security Administration, and the Social and Rehabilitation
Service. By April 1973, nine HEW organizations had some
PSRO program responsibility.

The task force arrangement proved ineffective. The
Office of Professional Standards Review acknowledged that it
did not have the line authority, budget, or staff to effec-
tively develop the program. In addition, the Office did
not have a Director until 5 months after it was established.
In July 1973, BQA was established within the Health Services
Administration to handle program implementation. Because the
Office and BQA did not have enough staff to carry out their
responsibilities, the two staffs were combined. This arrange-
ment also proved ineffective. BQA's placement within the
Health Services Administration was not at a high enough level

1/Effective July 1, 1973, the Health Services and Mental
Health Administration was abolished. Its functions rela-
ting to PSROs were transferred to the Health Services
Administration. /

/
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to enable it to deal effectively with the Social Security
Administration; the Social and Rehabilitation Service; and the
Bureau of Community Health Services, Health Services Administra-
tion, Public Health Service. 1/ An internal HEW study team
assessing PSRO program management conclueded that a distinct
office and staff was needed to direct policy formation and
oversee program operations.

On July 1, 1974, The Office of Professional Standards
Review was reestablished as a separate organizational entity
and assigned responsibility for oversight, coordination,
and policy guidance. Program administration remained with
BQA. This change still failed to provide an organizational
structure with sufficient authority to deal with the other
HEW agencies involved in PSRO implementation. Problems
continued to exist in (1) establishing working agreements
with State agencies, (2) implementing long-term care review
activities, and (3) resolving problems with uncooperative
hospitals. Each of these problems is discussed below.

Working agreement with State agencies

BQA required PSROs to establish agreements with State
Medicaid and Maternal and Child Health Care agencies before

[ Y U S S S —— 2 s - L . . -
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34 percent of the PSROs visited or polled said they experienced
either substantial or very great problems in negotiating an
agreement with the State Medicaid agency, and only 2 of the

17 PSROs visited had negotiated agreements with State Maternal
and Child Health agencies. 7This delayed review of the records
of hospital patients served by these programs.

The problem with State Medicaid agreements involved the
carrying out of a February 1975 secretarial policy giving
conditional PSROs authority to make binding decisions (for
reimbursement purposes) on the necessity of hospital care
provided Medicaid patients. For example, three PSROs in one
State, despite the Secretary's decision, took an average of
6 months to negotia*te an agreement because of the State’'s
concern over the PSRO‘'s authority.

The Social and Rehabilitation Service, which had a
direct influence over State Medicaid agencies through
approval of the State plan for the Medicaid program, did
not take prompt, aggressive action to help resolve this

1/The Bureau of Community Health Services administers the
Maternal and Child Health programs.
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disagreement between PSROs and State Medicaild agencies.

BQA advised us that this problem could have been minimized
had the Service been more timely in implementing the February
1975 secretarial policy concerning PSRO authority. The
Service advised the States c“ the policy decision in June
1975; however, it did not i -sue an instruction implementing
the policy until September 1976.

The problems PSROs encountered with State Maternal and
Child Health agencies resulted from the failure of BQA and the
Bureau of Community Health Services--the administrator of the
Maternal and Child Health care program--to clarify PSRO and
State agency relationships. Although this issue was tentatively
resolved in July 1976 with the issuance of joint instructions
to PSROs clarifying these relationships, specific guidance
promised at that time had not been issued as of February 1978.

Implementation of long-term
care review activity

BQA and the Social and Rehabilitation Service had
responsibilities for the review of long-term care patients.
HEW, however, had not clearly defined the procedures to
be followed to avoid duplication and ensure effective review
activitles.

Since as early as May 1976, the Service and the BQA
were unable to agree on whether or not the Secretary should
waive certain review activities required under the Social
Security Act when PSROs implement long-term care review.
The act, as amended by Public Law ¢2-603, required that:

“In order to avoid duplicaticn of functions and
unnecessary review and control activities, the
Secretary is authorized to waive any or all of
the review, certification, nr similar activities
otherwise required under or pursuant to any
provision of this act (other than this part) where
he finds, on the basis of substantial evidence of
the effective performance of review and control
activities by Professional Standards Review
Organizations, that the review, certification,
and similar activities otherwise so required are
not needed for the provision of adequate review
and control.”

BOA maintained that, when a PSRO has assumed review

responsibility, all other review activities should be waived.
The Social and Rehabilitation Service contended that the PSRO

13



responsibilities do not fulfill the unique provision of the
Medicaid statute requiring (1) medical review for skilled nur-
sing patients and the mentally 1ill1 and (2) independent pro-
fessional review for residents in intermediate care facilities.

In July 1976, the issue was submitted t~ the HEW
General Counsel. In May 1977, the Counsel ruled that P3RO
long-term care reviews supersede the medical and independent
professional reviews required under the Medicaid program.

An instruction to the State Medicaid agencies implementing

This problem has delayed PSRO reviews of Medicaid
patients in long-term care facilities. 1In June 1977, one
PSRO characterized HEW's implementation of tie PSRO long-term
care activity as a "street brawl” among ti.e responsible EEW
agencies. This organization further stated that .t had been
placed in a "totally ridiculous situation where:

(1) The State wants relief and a transfer (of long=-term
care review activities) to PSROs;

(2) The law allows (and requires) this transfer;

{3) We have Yeen trying for over a year to officially
assume this responsivility;

{(4) HEW does nct want to, but must, assess (the State
with) non-compliance penalties;

(5) Nursing homes do not know who is responsible for
what; and

(6) We have been performing all the required functions
while it is debated whether or not we have the
capability and authority to do so."

In another instance, the efforts of BQA and the Social
and Rehabilitation Service were not fully coordinated. In
1975, tl.. Service awarded a $1.4 million grant to a State
Medicaid agency to develop and implement medical criteria for
the review of long-term care an. ambulatory services. The grant
was awarded before (1) the State Medicaid agency had coordinated
its activities with the cugnizant PSROs and (2) BQA agreed with
the goals and methodology of the project. Although the Service
said it would not release all the project fun-ds until the
PSRO's objections were resolved, over $409,000 was released by
June 1975. Agreement was not reached until the following May.
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Uncooperative hospitals

Several hospitals in at least five States had refused
to permit PSRO review. For example, 19 hospitals in one
area of a State refused to implement review because they
wanted to continue under an existing utilization review
cystem.

In October 1975, BQA asked the Social Security Administra-
tion to issue -eneral instructions to hospitals and fiscal
intermediaries regarding the statutory obligation of hospitals
particivating in the Medicare program to cooperate with PSROs.
The instructions were not issued, and in April 1976, BOA re-
peated its request. Although Social Security has dealt with
this pcoblem on a hospital-by-hospital basis, as of February
1978 the requested instructions had not been if-ued. In com-
menting on a draft of this report, HEW stated —-at it is
proceeding to issue the ianstructions and that they would
have been more helpful had they been issued when the reguest
was first made.

A number of respondents to our questionnaire also com-
mented that the delays experienced in program implementation
ielaied wu HeEw'S vrganizational probiems. As one PSRO said:

vx « =~-There needs to be high level deci-
sious made regarding ‘who has the stick' BQA,
SSA [the Social Security Administration] or
SRS [the 3ocial and Rehabilitation Service}.
This must be transmitted to BHI [the Bureau
of Health Insurance] and single state agen-
cies. PSROs are forced to serve three mas-
ters. #We need a consistent approach to
enable PSROs to respond to the PSRC law for
all Federal patients, not have to develop
separate approaches for interface with BQA,
the Medicare program or the Medicaid
program.,—-=% x =

Establishment of Health Care
Financing Administration

In #arch 1977, HEW announced a major reorganization. This
action included establishing the Health Care Financing Admin-
istration. Among the activities transferred were the admin-
istration of Medicaid, Medicare, ond the PSRO program. As a
result of the establishment of the new agency, in June 1977 HEW
announced changes in responsibilities of the Office of the
Assistant Secretary for Health.
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In June 1977, the Subcommittee ‘on Health, Senate Commit-
tee on Finance, requested us to determine if the reorganiza-
tion resolved or continued the fragmentation of authority
and responsibility under PSRO and other programs. 1In July
1977 we testified before the Subcommittee that, although
the Health Care Financing Administration was given operating
responsibility for the PSRO program, the Office of the
Assistant Secretary for Health would retain responsibility
for setting program policy-~thus retaining the policy-opera-
tion split that contributed to the implementation problems
discussed in this report. Some HEW officials who foresaw
continued problems were largely depending on the inforaal
organizational and personal relationships to alleviate
such problems.

In responding to our testimony, the Secretary of HEW
acknowledged that the reorganization of the Office of the
Assistant Secretary was prematurely announced without his
review or approval. He agreed to rewrite the fo.mal announce-
ment to clearly define the role of that Office in formulating
guality assurance and health care financing standards. The
revised announcement, published in October 1977 and revised
in December 1977 and January 1978, clarified the policy-set-
ting respousibilicies of Lhe Assistanc becretcary relating
to the PSRO program.

RESOURCE CONSTRAINTS

Less than anticipated orogram funding and staff limita-
tions delaved program expansion, hindered program management,
and may have resulted in the inefficient use of Government
funds.

Office of Management and Budget and
congressional program funding restrictions

The growth of the PSRO program was limited by program
funding. The following table compares the funding requested
with that actually appropriated.

16
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Program Funding Levels

Fiscal HEW President’'s
year request budget Appropriations
{000 omitted)

1974 $34,200 $33,650 $33,650
1975 57,900 57,000 36,208
1976 84,286 50,145 47,645
Transi-

tional

guarter 13,011 13,011 11,977
1977 87.000 62,000 62,000
1978 77,500 72,234 72,234

In analyzing the budget data, we noted that:

--In fiscal year 1975, the Congress appropriated about
$21.7 million (about 37.5 percent) less than HEW and
the Office of Marnagement and Budget (OMB) requested
for the program.

--In fiscal year 1476, OMB did not approve funding for any
new planning PSROs.

--In fisal year 1977, OMB approved funding for a mar.: qum
of only 120 conditional PSROs.

The fiscal year 1978 funding is intended to provide enough
funds to establish conditional PSROs in all areas.

The Congress restricted funding of the PSRO program because
of its concern about the lack of significant pcogress in pro-
gram implementation and the lack of any evaluation of program
effectiveness., The lack of demonstrzated effectiveress also
influenced OMB funding decisions.

We can appreciate the reasons for congressional and
OMB restrictions on funding; however, the impact of limited
funding was felt at both the program management and local
PSRO levels. About 36 percent of the PSROs responding to
our questionnaire indicated that insufficient funding "jidered
their development to a moderate or very great extent. .or
example, one PSRO commented:

"Lack of adequate funding delayed progress for !

months and led to much apathy among physicians
who saw no urgency to become active because )
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of the uncertainty of the life of the planning
contract which, since June 1974, has had eleven
extensions and/or modifications, some with
modest additicnal funding and some with none.®

Congressional and OMB funding reductions and the un-
certainty of future funding levels caused program management
to (1) delay conversion of planning PSROs to conditional
status, (2) limit the number of vlanning contracts, and
(3) adopt a cautious attitude toward PSRO development. €

Delaved conversion to
conditional status

BQA did not convert about 28 planning PSROs to condi-
tional status when they were technically qualified because
of its uncertainty over future funding. These PSROs com-
pleted their planning requirements during the last quarter
of fiscal year 1375 or the first quarter of fiscal vear
1976, but they did not receive conditional contracts until
May or June 1976. BQA would not initiate the conditional
contract award process until it had some assurance that HEW,
O¥B, and the Congress would provide enough funds to sustain
these conditional PSROs in the future.

Many of these PSROs were given extended planning tasks,
thiougn Gitkravt mudilicatiVils, SU Luat Liey would De pro-
ductive while awaiting funds to convert to conditional
status and begin review activities, The tasks included
limited :ctivities that had been otherwise required under
a condit_.onal designation. Officials from some PSROs we
visited :nd respondents to our Questionnaire indicated
that the, could have begun review activities sooner if
they had received their conditional contracts earlier
in fiscal year 1976.

For example, one PSRO we visited completed its planning
requirements in April 1975, but did not receive its condi-
tional designation until June 1976. Most of the delay re-
sulted from BQA's decision not to initiate the conversion
process until it had assurance that enough funds would
be available to sustain future review activities. To keep
the PSRO in existence during this perioc, BQA provided
about $140,000 for extended planning tasks. The PSRO of-
ficials stated that the tasks performed could have been
done after conditional designation.

18




et bt ———

e N - T e - - " T R e . cTERT, PN

Restrictions on the
number of planning PSROs

BOA had to delay awarding PSRO planning contracts to
many organizations because of insufficient funding. 1In
fiscal yvear 1974, BQA awarded its first planning contracts
to Y1 organizations. During fiscal vear 1975, it could
only award 16 additional contracts, primarily because of
funding restrictions. BQA could not award any new plan-
ning contracts in fiscal year 1976 bacause OMB would
not approve funding for them.

The next PSRO planning contracts were not awarded until
funding became available in February 1977. 1In February and
March, BQA awarded 51 such contracts. Many of these organi-
zations had been waitine for more than a year for funding.

Cautious attitude

As & result of early funding restrictions, BQA officials
adopted a cautious attitude toward implementing the PSRC
program. According to BQA officials, they discouraged PSROs
from rapid development. for example, one PSRO was experienc-
ing serious staffing problems; however, BQA and regional
staffs did not act to resolve the problem “because they
weren't spending much money and funds were not available
to convert them to conditional status.”

Another PSRO was told to slow down because its condi-
tional contract proposal was going to be completec by the
end of 1975 and no funding was going to be available. 1In
January 1976, this delay was reported to be hurting physician
interest and support.

Funding problems resolved

In December 1975, legislation was enacted authorizing
expanded use of the Medicare Trust Fund for hospital review
activities. Also, the Congress has provided higher funding
levels in fiscal years 1977 and 1978. Although guidelines
for implementing the December 1975 legislation were not
issued until March 1977, these actions should alleviate
funding constraints on program growth and development.

Limited resources for
program management

Limitations on staffing and travel resources during
fiscal years 1974 and 1975 hindered BQA's ability to promptly
review and evaluate plans and activities of, and provide

!
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assistance to, organizations applyinc for or having plannina
and conditional PSRO contracts.

Generally, for a PSRO to be converted to conditional
status, BQA must approve the PSRO's formal plan for carrying
out review activities, including the collection of hospital
data. PSROs began submitting draft plans in October 1974.
However, BQA did not have enough experienced personnel to
evaluate these plans or monitor PSRO activities promptly.
Furthermore, several BQA project officers said they had
difficulty performing their evaluations or monitoring
PSRO activities because of limited training, inadequate
guidance, and limited travel funds.

Because of its inability to promptly evaluate proposals
or applications, BQA extended several PSRO contracts a-d
provided additional funds to maintain the PSROs while ‘heir
plans were being raviewed. Between January and May 1975, BQA
extended contracts for 40 PSROs at a cost of over $800,000
so it could comnplete its evaluations. BQA alsc cited the
lack of staff as a justification for awarding several
contracts to outside organizations for technical assistance.

Staffing resources improved

in may 1%r/, tne bDirector of BQA reported that the cur-
rent staffing level was adequate to administer the program
but that additional personr2l would be required to support
program expansion (that is, additional conditional PSROs
and expanded PSRO review activities that are reguired under
Public Law 95-142).

In addition, many training programs have been conducted
in the past 2 years. 1In March 1977, a project officer's
manual was issued to help project officers meet their
responsibilities.

PROGRAM REGULATIONS AND GUIDANCE

HEW has been slow in issuing regulations and providing
internal and external program guidance. As a result, planning
PSROs have been delayed in converting to conditional status,
conditional PSROs have been delayed in reviewing care
provided to Medicare and Medicaid hospital patients, and
duplication of effort may occur between PSROs and Health
Systems Agencies (HSAs) established pursuant to the National

20

AR



Health Planning and Resources Development Act of 1974 (Public
Law 93-641). This act provides for the-establishmen® of
areawide an¢ State health planning agencies. These agencies
are to assess and develop plans and goals to improve the
health systems in their areas.

About 38 percent of the respondents to our question-
naire indicated that untimely regulations were a substantial
or very great problem hindering PSRO development. Likewise,
40 percent indicated that untimely program guidance was a
substantial or very great problem.

Reqgulations

Full implementation and enforcement of the PSRO program
has been impeded by the lack of final regulations. As of
fFebruary 1978, only 8 of the 18 regulations HEW was developing
to implement the PSRO program had been published in final
form. Of the other 10, 2 had been published as proposed
regulations with sclicitation of public comment and 38 were
being developed. (The status of each regulation is shown
in app. Vi.} 1In its comments on a draft of this report,

HEW stated that, of the eight regulations under development,
two have been published as proposed regqulations and the

othei 5ix will be punlichzd zz przpozzd regulations by
September 1978. All regulations are to be published in final
form by late 1978 or early 1979,

The questionnaire re. pondents cited the lack of
regulations on PSRO review authority and disclosure of
confidential information as the greatest problems in PSRO
development.

Regulaticn implementing
review authority

A regulation on the authority of PSROs to coenduct bind-
ing review activities was deemed necessary by HEW in Septem-
ber 1974. Although, as discussed on page 12, the Secretary
issued a decision addressing the matter in February 1975,

a final regulation was not issued until February 1978.
Shortiv after the decision was issued, a new Secretary was
appointed and some hospitals and State Medicaid agerncies
refused to comply until the decision had been reaffirmed.
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fhis was done 11 January 1976, but some hospitals and
State agencies still refused to accept PSRO authority
because of the lack of final regulations.

Legisliation enacted in October 1977 (Public Law 95-142)
gives 3tates a stronager role in the PSRO review process,
but leaves with PSROs the sole respons:bility and final
determination on the quality, necessity, and appropriateness
of the medical care provided under Medicaid and Medicare.
I'ne States can monitor PSRO performance and, if it is found
deficient, recommend suspension of PSRO review activity.

Regulation implementing
confidentiality safequards

A final regulation on the confidentiality of PSRO data
is not expected to be issued until December 1978. A proposed
regulation permitting disclosur= of public information and
aggregate hospital data was published in December 1976,
and BQA issued instructions to [‘SROs providing for limited
release of such information and data. However, some hospitals
have been reluctant to provide data in the absence of a final
regulation, fearing that they might be violating legislative
restrictions. Unlawful disclosure of PSRO info.mation is
suhiact 2o a £inc Ind imprisIhiilinl. S0 Chuaipity ant ORé
State, three PSKOs were deluyed several months in reviewing
Medicaid patients for several reasons, including disputes
with the State Medicaid agency over the release of PSRO data.
Although the dispute was eventually resolved, the PSROs,
in absence of a final regulation, were not providing all
tne data reguested by the State.

In addition, the lack of a final confidentiality
regulation could damage relationchips between PSROs and
H3As established under the National Health Planning and
Resources Development Act of 1974. HSAs and PSROs share
certain goals and problems. Both are supposed to improve
the quality of care and to cintain health care costs. They
are also both charged with improving t..e health care system,
though in different ways. Conseguently, there is an obvious
need for them to cooperate and coordinate with each other.
A basic, initial need is tc share data.

To carry out their health planning responsibilities,

H3As must obtain data on the need for, and use of, health
resources. P5ROs collect mart of this data in performing
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their duties, but some have been reluctant to share it with
HSAs until HEW publishes a final regulation specifying what
data can be provided.

The National Health Planning and Resources Development
Act of 1974 requires HSAs to (1) coordinate with PSROs and
{2) make their data available to the public. PSRO legisla-
tion, on the other hand, restricts the release of data «nd
imposes penalties for improper disclosurc. Despite BQA's
encouragement to cooperate with HSAs, some PSROs are re-
luctant to do so because of the legislative restriction and
lack of final regulation. Public Law 95-142, passed in Octe-
ber 1977, provides the legislative mandate For coordination
of PSRO and HSA data reguirements. PSROs are to provide HSAs
with aggyvegate statistical data (without identifying any
individual} on a geographic, institutional, or other basis
reflecting the volume and frequency of services furnished,
By promptly implementing this legislation, HEW should be
able to resolve the data coordination problem between HSAs
and PSROs.

In commenting on a draft of this report, HCW stated
that in December 1977 a joint policy statement on PSRO/HSA
relationships was issued. According to HEW, the policy
guldance 1S 1ntenaead TO estaplish a4 stLund courdinailve
relationshiy between the programs, ease concurns about
potential duplication, and facilitate data sharing.

Reasons for the delays

BQA officials attributed the delays in issuing final
regulations to (1) the complex interrelationship between the
PSRO program and the Medicare and Medicaid program: (2)
insufficient legal staff, (3) amendments to PSRO legislation,
and (4) changes in HEW's procedures for developing regulations.

1. As part of the regulation developmenrt process, drafts
of proposed legislation must be circulated to the
several agencies involved in the ”SRO program. (See
p. 11.) In some cases, this has resulted in

delays in reaching agreement. For example, a proposed

regulation for review of hosrital services was com-
pleted by BQA in July 1976, but differences with the
Social Security Administr-tion were not resolved
until January 1Y77. (See apps. VII and VIII.)
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Guidance

Legal assistance provided to BQA to develop regula-
tions was limited. This proplem was compounded by
the need to provide legal assistance on such PSRO
matters as the eligibil.ty of non-physician-supported
organizations, the compcsition ~f advisory groups,
and the authority of conditional PSROs.

Legislative amendments necessitated changes to
existing and in-process regulations and contributed
to the delay in the development of final regulations.
For example, tne regulation governing the financing
of hospital reviews was delayed when new legislation
was enacted that changed the mechanism by which
hospitals would be reimbursed for review activities.

To increase public involvement in the regulation
development process, HEW initiated new procedures in
July 1976. The revised procedures included a
requirement that HEW agencies develop an implemen-
tation plan and publish a notification of intent

in the Federal Register. The plan had to be
approved before the notification of intent

was published. A BQA official estimated that

time spent preparing the implementation plans
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of regulations about a year. 1In September 1977,
HEW aguin revised its regulation development
process in an attempt to issue shorter, clearer
regulations more promptly.

In addition to issuing regulations, BQA provides inter-
nal and external program gquidance through manuals, letters
of transmittal, and other written instructions. BQA, initially
slow to develop and issue the necessary program guidance, has

improved

its performance in this area. The earlier difficul-

ties hinaered P5RCs in converting to condit‘onal status and
acquiring data systems.

24




Delays in converting to
conditional status

In June 1974, BQA awarded 91 six-month planning and 11
conditional 1/ contracts. PSROs were prohibited from begin-
ning review activities until BQA had approved their conver-
sion plans. To help PSROs develop their plans, HEW provided
some guidance. This guidance proved inadequate, and BQA
advised the PSROs that more would be provided. BQA planned
to furnish this guidance before the PSROs had completed their
plans. This was not dore, and some PSROs received the
guidance either shortly before or after they submitted th
plans. Over 30 PSROs that received the guidance after su
mitting their draft plans needed 1 to 5 months to make
revisions.

Ia]

el
b-

For example:

--One PSRO was awarded a planning contrezct in June 1974
and was to submit a plan for conversion to conditional
status within 6 months. In January 1875, the PSRO sub-
mitted its plan to BQA. 1In February 1975, BQA sent
the PSRO additional guidelines on preparing a conver-
sion plan and told the PSRO to revise its plan accord-
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the information to conform to the new format and
provide additional information that was not pre-
viously required.

- - g = —

In May 1975, the PSRO submitted its revised plan to
BQA, and BQA gave the PSRO additional tasks to keep
it operating until it could further refine its plan
and be converted to conditional status. In September
1975, BQA approved the PSRO's plan, but the PSRO

was not ccnverted to conditional status until June
1976 because of funding constraints. Officials at
this PSRO indicated that they could have used the
funds received for additional tasks more productively
had they been designated a conditional PSRO.

--In a second case, a PSRO, initially awarded a con-
ditional contract that included a 4-month planning
phase, spent about $62,000 unaecessarily because
BQA failed to provide timely guidance on developing

1/Four of the conditional contracts provided for a planning
phase of 4 to 6 months. j

/
/
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a formal plan. The executive director of the PSRO
agreed that, because the PSRO was unable to convert
to the conditional status, some of the staff were not
needed until later.

Acquirirg a data system

PSROs are required to collect extensive data on patients'
records reviewed under the three Federal health care programs.
They must also be capable of processing this data for medical
care evaluation and profile analysis studies.

BOA's failure to promptly issue guidance to PSROs con
designing a data system, acquiring a data processor, and
developing criteria and procedures to approve both, delayed
PSROs in developing an adequate data collection capability.
Some BQA project officers said they lacked expertise on data
systems and were reluctant to advise PSROs on how to formulate
a data plan. The problem was further complicated by BQA's
staffing limitations., (See page lY.) For example, one PSRO
said it was unable to process data collected manually for
more than a year because BQAR tock 7 months to approve its
request for proposals for a data processor. Additionally, 4

of 17 PSROs reviewed were delayed at least 6 months in acguir-
ing antamatin dats procageing canahility,

Lacking such capability, PSROs were hindered in per-
forming medical care evaluation and pr-file analysis studies--
the two principal mechanisms for assuring the quality of
medical care.

LACK OF AGGRESSIVE
CONTRACT ADMINISTRATION

BQA did not always take timely, aggressive action to
enforce PSRO contractual reguirements or to see that PSROs
resolved management problems that delayed or hindered pro-
gram implementation. For example:

--0One PSRO, contrary to its contractual commitment,
decided to reduce the rate of implementation of
hospital review activity until it acquired
data processing capability. Although BQA advised
the PSRO to acquire temporary help and space to
manually collect and store the data, the PSRO did

not do so and BQA did not formally direct the PSRO
to comply.
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-=-Fourteen PSROs have remained in the planning phase
for extended periods (eight as-long as 3 years), some -
as a result of internal management problems. One
PSRO that was in the planning phase for almost 3 years
had only a part-time executive director, and for 25
months it had filled only one other position--and three
different persons had neld it. ~~

-~Fourteen hospitals in one PSRO area would not allow
hospital review activities because they refused to
subscribe to the PSRO's data abstracting service.

The hospitals claimed the service merely duplicated
their own and that a changeover would be unnecessarily
costly and contrary to HEW policy. BQA, rather than
clarify this issue, advised the PSRO to work with the
hospitals toward a solution.

Our review showed that BQA's inaction contributed to delaving
full and prompt implementation of review activities in 4 of
the 17 PSROs reviewed.

CONCLUSIONS
The PSRO program has been beset by a number of complex,
interieliated prollicac that wzlzoyzd pragram imnleomartation -

and expansion, and lessened the opportunities to reduce
medical costs and assure the gquality of medical care under
the three Federal health care programs.

These problems included (1) organizational constraints
that were compounded by HEW's failure to fully define the
roles and responsibilities of the several agencies involved
and to require their full support and cooperation, (2) staffing
and funding limitations, (3) untimely issuance of regulations
and guidance, and (4) lack of aggressive contract administra-
tion. .

As a result, PSROs were delayed in organizing and in
converting to conditional status and they experienced
problems in developing working relationships with various
State agencies, hospitals, and health zystems agencies.
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These problems are similar to those that have impeded
the progress of other HEW-administered health prograns. 1/
Use of a demonstration concept might have given YEW a chance
to identify and resolve at least some of these problens
before full implementation, thus minimizing their impact
and facilitating the program's orderly expansion. Resources
no longer appear to be a constraint, and many of the problems
attributable to organizaticanal limitations may be alleviated
by the establishment of the H=2alth Care Financing Administration.

The consolidation of three programs--Medicare, Medicaid, and
PSRO--within one agency and the clarification of the policy-
making responsibilities of the Assiciant Secretary for Health
for the PSRO program should facilitate coordination and

cooperation.

RECOMMENDATIONS TC
THE SECRETARY OF HEW

We recommend that the Secretary reguire the Administrator
of the Health Care Financing Administration to:

--Issue instructions to hospitals and fiscai inter-
mediaries on the statutory obligations of partici-
pating hospitals to cooperate with PSROs.

-~Issue final PSRO program requlations as quickly as
possible.

--Improve PSRO contract administration so that prompt
corrective actions are taken to resolve known problems
cdelaying program implementation.

~-Work jointly with the Director, Bureau of Community
Health Services, to provide adequate guidance to PSROs
for the establishment of agreements with State agencies
for the review of Maternal and Child Health patient care.

1/These factors are similar to those we described in the
following reports on other HEW~administered rrograms.

"Progress, But Problems in Developing Emergency h=Jical
Services Systems” (HRD-76-150, July 13, 1976).

“Factors That Impede Progress in Implementing the Health
Maintenance Organization Act of 1973 (HRD-76-128,
Sept. 3, 1976).

——
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RECOMMENDATION TO THE CONGRESS

We recommend that the Congress, when establishing new
national programs similar to the PSRC program, consider
using the demonstration concept before authorizing or
requiring full program implementation.

AGENCY COMMENTS AND QUR EVALUATION

HEW agreed with our recommendations and said that it is:

--Issuing the necessary instructions to hospitals and
intermediaries.

—-Moving aggressively to issue the remaining regqgulations.

--Devoting significant effort to improve the capabili-
ties of the project officers in the administration
of PSRO contracts.

--Planning to issue guidance shortly to PSROs on
the review of Maternal and Child patient care.

In addition, HEW hod four general comments on our conclusion
that the progress of program implementation was slow.

First, HEW felt we did not indicate to what extent the
slow progress can be attributed to the fact that the PSRO
legislaticn was a significant departure from what the Govern~
ment had previously reguired of physicians in ¢ .ality assur=-
ance and utilization control 2 ivities. HEW explained that
the legislation required esse. .lly "state-of-the art” ac-
tivities and is in many ways ievolutionary.

We recognize that certain program aspects represent
a departure from what was reguired under utilization review.
This provides additional support for our recommendation to
the Congress that it consider using the demonstration concept
for any future programs of this nature before authorizing
full implementation. However many program management factors
that contributed to slow progress—--for example, the failure
to provide timely guidance and aggqressive contract
administration--are not related to the Government's departure
from previous reqguirements for quality assurance and utiliza-
tion controls.

Second, HEW stated that the report does not adequately
recognize the program‘s major achievements--that in the face
of physician resistance, organizational difficulties, and
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other problems, PSROs have been implemented almost nationwide
and physicians have been given an opportunity to demonstrate
the effect of peer review.

The data in chapter 2 adequately recognizes- the vrogram's
progress in establishing PSROs, National and Statewide Pro-
fessional Standards Review Councils, and advisory groups:
enrolling physician members; and implementing the medical
review system. And yet, although nearly 6 years has elapsed
and PSROs have been established almost nationwide, little
evidence is available to demonstrate their effectiveness.
The Office of Planning, Evaluation, and Legislation (in
HEW's Health Services Administration) nad made a $§1 million
study of the program's effectiveness and concluded that,
as of October 1977, the program was not effective in reducing
Medicare hospital utilization. However, this conclusion
was not accepted by many who reviewed the report, including
the National PSRO Council, as being representative of the
program because of the limited number of PSROs that had
progressed sufficiently for evaluation. In addition, in
June 1978 we testified before the House Committee on Ways
and Means Subcommittee cn Oversight on the results of a
validation of claimed savings by six PSROs. The claimed
Savings, 111 MOoL waotop woic Yruvoiy UveLSLawild Levadie
of deficiencies in the data used, computations made, and
the methodologies applied.

Third, HE®W stated that the report does not focus clearly
enough upon what it views to be a major problem that delayed
and continues to deiay program implementation--the lack
of cooperation from State Medicaid agencies. HEW explained
that the original PSRO legislation was deficient in not
clearly delineating the relationships between £SR0Os and
the States.

The lack of cooperation from State Medicaid agencies
has delayed program implementation. However, we believe
that at least some difficulties with State Medicaid agencies
could have been resolved under the original legislation had the
cognizant HEW agencies cooperated in taking positive, asser-
tive action toward that end. In addition, although legisla-
tion was enacted in October 1977 to assure States of a con-
tinuing role in PSRO matters, HEW stated that the program
implementation is still being delayed somewhat because of
the lack of full cooperation from a few Medicaid State
agencies.

Fourth, although acknowledging some of the organizational
shortcomings noted in the report, HEW maintai-ned that they
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did not significantly delay vrogram implemantation. HEW
claimed that, even with ideal admninistration, the program
could not have been implemented more quickly hecause of
physician resistance and problems of coordinating the new
program with utilization review performed by State Medicaid
agencies.

We believe that information on pages 11 to 16 adequately
identifies the organizational shortcomings as a major factor
contributing t¢ the delay in program implementation. The
impact of such shortcomings was noted in resolving problems
with State agencies in implementing long-term care and
dealing with uncooperative hospitals. Also, a number of
PSROs responding to our questionnaire cited the instability
or inadequacy of HEW's organization and administration of
the program as hampering their ability to implement their
programs in a timely manner.
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CHAPTER 4

.PHYSICIAN SUPPORT OF THE PROGRAM

PSRO legislation requires that HEW give preference to
physician 2i1ganizations when establishing PSROs. Active
vhysician involvement in PSRO activity is critical to the
orogram®’s overall success. Initially, many physician.
opposed the PSRO program to the point of actively seeking
repeal of the legislation. Although HEW believes it has
managed to dissipate much of this oprosition, lack of phys-
ician support has continued to impede PSRO development in
some areas. As a result, some areas were without a PSRO,
while others with planning organizations were unable to
convert to conditional ste-us.

UNSERVICED AREAS

As of June 1977, 33 areas in the country lacked PSROs.
HEW was in the process of awarding planninaq contracts for six
of these areas. Ten areas were without coverage because of
disagreements over area designation. The other 17 areas,
including two entire States, did not have coverage because
of lack of physician support. For example, Nebraska physi-
cians had taken a wait-and-see attitude toward the PSRO pro-
qgram; therefore, a PSRO had not been organized in the State.
Although Georgia physicians formally opposed the establish-
ment of the program, this single-State PSRO ar<ca did submit
an aoplication for a planning contract, but included a
request that it not be considered until December 16, 1975.
That date was 15 days before expiration of the original
statutory requirement that HEW give physician organizaticns
preferential consideration. When the statutory exviration
date was changed to January 1978, the Georgia physicians once
again requested that the avplication not be considered until
15 days before expiration of the ertended vreferential date--
December 16, 1977. In Florida, the medical society influenced
two physician-sponscred organizations to withdraw their appli-
cations for designation as planning PSROs.

Generally, the ohysicians opposing the program disagree
with the PSRO concept. They feel it represents tco much
Government involvement in medicine.

As discussed on paqge 34, HEW is developing a regulation
addressing this issue.
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INABILITY TO CONVERT

TO CONDITIONAL STATUS

To qualify for conditional designation, a PSRO must have
as members at least 2% percent of the practicing physicians
in the area. To assure that the PSRO represents the area
physicians, the Secretary of HEW must file public notice when
the PSRO is to be granted conditional status., If requested
by at least 10 percent of the area physicians, the Secretary
had to conduct a poll to determine if the proposed conditional
PSRO is representative of the practicing physicians. If more
than 50 percent of the physicians responded unfavorably, HEW
was authorized to establish a different PSRO. )/

Two planning PSROs have been prevented from converting
to conditional status because they were unable to obtain the
required physician representation in a poll, BQA terminated
the planning contracts of these PSILOs. One of these areas, in
which the planning contract was terminated in September 1975,
still did not have a PSRO 2 years later. The cognizant HEW
regional project officer reported that HEW's inaction in this
area has hampered PSRO development in four adjacent areas.
He said that, because of this inaction, lack of physician
interest has been a problem in these areas.

Tn anather area. the nlannina PSRO has been unable for
more than a year to recruit 25 percent of the eligible area
physicians and had consequently been unable te convert to
conditional status. Still another planning PSRO was exper-
iencing strong physician opposition in five of the six coun-
ties in its area. BQA was reluctant to poll the physicians
for fear that the PSRO will lose and have to terminate
operations.

In some instances, physician opposition has been so
intense that PSRO members have been harassed and ostracized.
A project officer in one area filed this report:

"We almost wept after visiting this PSRO *® * ¥,
At last reading, the PSRO had its sign torn
down, * * * the Chairman of the PSRC had been
completely ostracized both socially and p.ofes-
sionally, the other two physicians openly asso-
ciated with the PSRO were losing referrals by
the day, and the list of the remaining few

PSRO members was locked in a safe.®

1/This polling requirement expired on January 1, 1978.
/
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LACK OF REGULATIONS PREVENTS USE OF
NON~-PHYSICIAN~-SPONSORED ORGAMNIZATIONS

Initially PSRO legislation reguired that until January 1,
1976, preference be given to physician-spunsored organizations
when establishing PSROs. A Deacember 1975 amendment to the
Social Security Act (Public Law 94-182) extended this date to
January 1, 1978. Should no organization of physicians come
forward, BQA could designate a non-~puysician-sponsored
organization as the area PSRO. The December 1975 amendment
also provides that preference need not be given to physician-
sponsoted corganizations vhen

--an organization proposed to be designated by the
Secretary has lost a poll or

--a membership organization representing the largest
number of doctors of medicine in an area, or in the
State in which such area is located, if different,
has adopted by official procedure a formal policy '
position of opposition to or nonccoperation with the i
established program of professional standards review.

The legisiation prohibits these provisions from being .
implemented until regulations are issued. HEW began to i
develop a requlation on alternatives to phyeician-apnnanrad ,
PSROs in July 1976, but work on it has not yet been ccm-
pleted.

CONCLUSIONS

A number of PSRO geographic areas remain unserviced
because of a lack of physician support. In four areas where
PSROs had been established, the lack of physician support
caused twe planning PSROs to be terminated and has prevented
two others from being converted to conditional status. Some
evidence suggests that this opposition has also hampered
pregram development in adjacent areas. The future impact of
physician opposition could be lessened with the issuance of
the required regulation and the prompt designation of alter-
nate organizations as PSROs.

RECOMMENDATION TO
THE SECRETARY OF HEW

We recommend that the Secretary require the Administra-
tor of the Health Care Financing Administration to promptly .
designave alternate organizations as PSROs in areas where a
physician~sponsored organization refuses to establish a PSRO.
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AGENCY COMMENTS

HEW concurred with our recommendation, but explained
that only one area--Nebraska--does not have a physiclan group
willing to become a PSRO. HEW stated that the final regula-

; tion for designating aslternate organizations is scheduled to
: be published in August 1978.
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APPENDIX I

PSRO AREAS
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APPENDIX II

U. S. GENERAL ACCOUNTING OFFICE
SURVEY OF THE PSRO PROGRAM

PURPOSE AND INSTRUCTIONS

The U.5. General Accounting Office--tha agency
rasponsible for the Congreasional oversight of the
Federa! agenciaese-1s conducting a review of thz PSRO
Program. The objectiva of this treview is to assess
the status snd the prodlems of the PSRQ implemzataticn.
This questionnaire is an important part of this
review., The purcose {s to survev the experiences
and recommands tions of people like yourself who are
responsible for this implementation and report to
the Congresa.

Most questions can ba answared quickly by either
checking the appropriste boxes or filiing in the
blanks. Howaver, a few of the “fiii in ¢ = blank®
items may take a few minutes since you may hava to
consult your records. Some of the participanta
found (¢ faster to 3o through tha questionnaire first
50 they knew what information to get from these files,
In sither case, the entire form can be written in
about 30 minutes. la addition, it way take from 30
te b0 minutes (depending on the accessibility of
your records) to record some datss and numbers froa
vour files,

Wa tealize thet the extent of your knowledge
and ps rceptions goes far beyoad vour own PSRC, however,
in this case wa ask you to base your opinions and
cbsarvations oa your axperiences with this particuler
PSRO, You may, of course, seek counsel from knowe
ledgeable associates or key staff whsnaver you feel
this to be necessarv. It is impovtant that you
provide a reasonable answer to everv auestion. In
tiose rew cases where the intormation is difficult
to obtain, please provide us with your best eatimate
rather than delav or fail ro respond.

Be assured vour responses will be treated with
the strictest of confidence, Your questionnaire
is numbered for follow-up and analysis putrpeses only.
As an agency of Congress, we eve not part of HEW, BQA
ot anv othar Federal Department, and we will not
disclose {nformation that identifies the individual
to these or anv othar agency., Furthermore, the namay
of the itndividual PSRO's will aot be published without
the expressed permission of the respondent providing
the data, Vames are not lmportant, but what you
have to say to the U.S. Congress 1s. So please give
us your most frank and honest assessmants.

Ploase return the completed form in the
enclosed self-sddressed, franked, eavelope within
10 days sfter receiving this questiomnairze. If you
have sny questions call (301) 443-3596, Doug Martng
will be standing by to render sssistance, Wa are
moat grateful for your conalderation and cooperzticn.
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1. PSRO BACKGRCUND

A. Status

1. Which of the following contractual stages of
developoant best describas the current status of
the PSRO?  (Check one.)

/~ 7 1. Plaming

/7 2. Planning: extended task

/7 3. Conditional (achieved uithout a
formal planning contrsct with the
Brueau of Quality Azsurance, BQA).

/ 7 4. Conditional (achieved via a formal
planning contract with the 3ureau of
Quality Assurance, BOA).

8. Membership

2., What is your PSRO's estimate of the number of
physicisns and doctors of osteopsthy (0,0.'s) that
practice within your PSRO zteal

(Total number of physicians
and D.0.'s)

(Kote: Identifv the source Lf vou used data from
sources other than your PSRO's estimate,&.3., BQA,
AMA, etc.) ’e

L,

3, How many of these physicians and D,0.'s are
membars of your PSRO?

(Number of M,D.'s and
0.0.'9})

C. Service Population: Hospitals

4, How many short term acute care hospitals are 13
your PSRO area?

(Number of Hospitals)

D, Service ropulation: Federsl Admi{sstions

5., How many Federal admissions were recorded in
the hospitals in your PSRO area during December
19762

{Number of Pederal
Admissions)
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.
E. 2approval History

6. Was there a prototvpe,
study performing funct:ons
PSRO activity operating 1o
start of the PSRO Program?

/3, Yot sure

7, What was the effective
contract? (Nete: Skip to
in question | that you had
without a formsl

precursor, prePSRO or pilot
slmilar to that of the
your dres prior to the

date of your planuning

queation 11 if you indicated

achievad conditional status

lanning contract with BQA.

—— e e s

Otherwise continue.

Month

3.
Formal Plan™ to BQA!

Year

When did vour PSRO first submit & “Drafe

Month

9. To what extant.

if ar 2l

Year

Aid wnie BEPA

revise this “Draft Formal Plan™ before obtain.ng a

“Final Formsl Plan

approval from BQA!

7 L. To little or no extent
: 2, To somc extent Go ol
/7 3. To a moderate extent
{7 <. To a substantial extent Contlnue
_f___j 5. To a very great sxtent

10. If you made moderate or more extansive revisions

before BQA approval, what was the approximete date

of the last revision?

(Exclude minoe changes.)

Month

Year
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vie Jud you Jbtain & “Final Formal Plan” approved
from BOA!

/ T 1, Yes
2. 1t yes, giva date approved & :oatinue.
Menth Yesr
T ), No (1f no go to L)

11, On formal plan approval, which of the two
contract modittcactions (1f amy) wes swarded?
{Check one.)
/1 |, Extended Flanning Note: I{ cone
contract ditionsl was
spprovad, but
;7 1}, tonditicnal cantract received extended
"
- plan bSocause of
* ), No change tick of pragram

tunds chech ¢xtans
ded planning
contract,
3. Jid your PSRO submict to BQA ail the necossar
"Mamarandums of Lnderstanding® negotiated vith .

the 1hvoived Medicare Intermediaries and 2) the
State “edicaid sgencieal 1Chech one gnd fill (n
Slanke if appropriate.) lanswer L3 and .« rejarde
less of whethor or not you we 4 2n original PSRO
or negotiatsd thess Ltema as & prototype PSRO.)

1) lavolved YMedlcare Inlarmadiaries

/7 1. Yes
T er, va Bt Ll iiue sebasmnden
Xonth Year
‘' 3 No (If a0 continue)

2) State Medicald Agencias

‘7 1. Yea
2. 1€ yas, give date of last sutaiszsion,
¥oath Year
{7 3 %

1f ao to both, go to 10, unless you have conditianal
status, otherwise continua,
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le, Did BQA approve all the nocassary "Mamorsndums

af Understanding” that were nogotistad with [} the
m?mﬁ%e Intermediarias and 2) State
Medicaid agenciaos? (Check one and rfill in blenks (f
appropriate.)

1) Involved Medicars Intsrmediavies

/7 1. Yas

2, 1f ves, givae date of last approval,

Month Yoar

/3. No (If no continue)

2) Stete Madicaid Agoncies

/7 1. Yes
2. 1f yes, give date of lazt approval.
Month Year
1) 7 3. We

1f no to both, go to 10, unless you have conditionsl
status, otherwisa continue.

F. Peer Review History

15. Hes your PSRO implemented concurrent "Admisaion
Certification” and "Continued Stay Raview" procedures
for eithar Medicare or Madicald petients? (Check
yes or ne for doth).

1Y magraaan ST vae Ve 2 SRV

2) Madicaid [/ / leYes L 7 2-No

1f yes, to efther, give detes first started.
1) Madicare

Month Yoor
2) Madicaid

Month Yesr
(1f no to both, go to JO)

L6 In how many PSRO area hospitals has this
concurrent reviev process (i.e,, binding review)
been implemented?

(Numbat of hospitals)

L7. 1In how many of the araa PSRO hospitals has this
concurrent review process been "fully” dalegated?

(Nupber fully delegated
hospitals)

18. How many federal admissions were raviewed by
your PSRO during the month of Decamber 19761

{Number reviewed ftn 12/76)
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19, Has your PSRO Lnictiated & profile analysis
(as specified {m the PSRO legislation) an ane ¢
move PSRO ares practitionars’

7 1. Yes

2, 1f yes, give che data of the first
profils snalyeis

Month Year

L . 1. No (If no, g to D)

20, 1f yes, how mamy of thess practitioners
profile enelysas have dean complated as of
Decomder L9761

{Numdsr of practitioner
analysis complstad as of
12/76)

21, Also, has your PSRO initiated a profiis
anglys‘s on one or mote PSRO ares hoapltals?
] 7 1. Yes

2. 1f yes, glve the date of the first
profile amalysis.

Month Year

/77 3. ¥e (1f nu, go to )

22, I yes, how many of these hospital profite
analysee have bsen completed es of Decamber 19762

{Numbav of hospital analyses
completad as of 12/76)

23, Has your PSRO started one or more area wide
“Madical Care Evaluations'?
L 7 L. Yes

2. 1f yas, give date the First avrea
wide "MCE" wa3 started,

Month Year
/77 3. Ho (If no, go to 25)

24, If yas, hov many of these ares wide "Madical
Care Evaluations” have bean completed as of
December 19762

(Total number of acea
wide MCE's completed
as of 12/7¢)

s o ——————
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25, To what extenc, (f at all, are vou using Noms,
Criteria and 3tandards to perform Peer Reviews (Review
Anaiysis and Evalustion)? "By Use”, we mean nomms,

standards and criteria chet 2te uniform and generally

accepted throughout vour PSRO and which were specifical

developed, adapted or impilemented lan order to meet
what vou consider to be the inteat of the PSRO
legislation and avallable BQA directives., (Check
one column Eor erch row.}

1. Norms

2. Criteria

3. Standards

26. If vou checked to a Substancial, Creat or
Very Creat extent (Cols. « ot 3) for any of the
above rows continue, otherwise, go to 27,

We realize that the use of Norms, Standards and
Criteria is a continuing and pericdically opdated
process which is difficult to date, but, neverernee
less, we would pe most grateful if vou would trv to
glve us the approximate date as o when you feel
these Horms, Standards “or" Criteris were in use
to either a substantial or great or very greal exteat,

Approxirmate Date in use to
Great or Yery Great Extent

Month Year

1, Norms

o

Criteria

). Standards

27, To what extent, if st all, did your PSRO use
the AMA's Model Screening Crateria to establish the
Criteris used 1n your PSRO Peer Review process?

/ /1. To littls or no extent

/ [/ 2. To some extent

{7 3. To a moderate extent
[/~ 7 4. Toa great extent

/7 5. To & very great extent

APPENDIX II

28. das your PSRO submitted a raquest to BQA to
let dut a subecontract(s) for data processing
services to support the Pear deview process!

ly . » L. Yes

2. 1f ves, give 3ace submitted,

Month Year

7 1. Yo (If no, go to 30)

29, If ves, has %QA spproved these data processing
subcontract{s)?

it

/ . 1. Yes
i, 1f ves, date approvel.
N¥onth Year
7 3. %
P

30. 1s vour PSRO served dy a Formsl Statavide
Advisory Council?

! S L. Yes

/7 2. %

31, Regardless of vhethar or not there Is a
Statewide Advisory Council, has your PSRO organi:ed
a formal (non nhveician) Adwianes Councyl?
L7 l. Yes
2. If yes, give epprox, date orgenized.

Yonth Yas

7 3. %

G. Long Tern Care Approvels

32, Does your PSRO ares slso have & psroO Long
Term Czre demonstraticn cootract?

/ 1. Yes
/ 2. %o

40

s
i
3
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33, Has vour PSRO submittad to BQA, what you
considar to be, a fcrmal plan for the "Paok
Review" In long-tarm care hospitals and facilities?
\Do not conaldat your submiseions for longetsrm
care demongtracions,)

{7 1. Yes
2, 1t yas, date submicecd.

Monch Year

. 7 3. No (If no, go to 37}

la, Hasz BOA snbroend vour lona tarm cara olzal?
<S5 RAZ QA IppIOTRE YRRl LAt A Bl L
7 1 tee

2. 1f yes, date epproved,

Nonth Year

/=7 3 ¥o (If no, go to 37)

35, Hag your PSRO stsrtsd “Peer Raview(a?' (n
one or more lomng~term care facilitiss!

/i /1. Yso
2, 1If yas, datq of first review siart.

¥onth Year

/7 3. %

36. If yes to 34, hov many longeterm care facilitias
have started “Pear Review" as of Dacembar 19762

(Rumber of longetorm facilities
or hospitala in which Poer
Ravies hag been started as of
12/76)

H. Ambulatory Care Approvals

37, Dosas your PSRO srea have & PSRO Ambulatory
care demoustration contract?

[ 7 1. Yes
7 2. "he
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38, Has your PSRO submitted to BQA, vhat you
considar to da a formsl plan for the "Peer
Raview"” {n Ambulatory cara offices, clinics ar
facflitias? (Do noc consider your submissions for
ambulatory care demonstraticns.)

7 1. tes

2. If yes, give date suumitted.

Menth Year

I~
'~

3. Yo (1If no go to 42}

“?. Has BQA epprovad your Ambulstory care plaa?

TITT L. Yas

2. 1f yes, glve date approvad.

Month Yeat

N

« Yo (1f no go to «2)

40. Has your PSRO started ove or move "Peer
Raview(s)" fn Asbulstory care facilities?

{7 L tes
3, If yes, give date of flcat teview
start.

¥onth Year

/7 No (1f no, g0 ta 42)

4i. 1If yes to 40, how many Ambulatory care
facilities hava started "Peer Review" as of
December 19762

(Number of Ambulatory carts
facilitias {o which Peer
Review has beea started

az of 12/76,)
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11 PSRO DEVELOPMENT IMPACT AREAS

A

BSRO Reguiations

42. Although certain policy directives have been
issued through latters of tranamittals, with two
axceptions, BQA has not {sue. the Pinal regulations
for governing the develop-an: of & PSRO.

Consider each of the sreas 1.sted below which cithar
still lack regulations or did not have regulacions
until very recently, [hen rate the degree o which
you found this lack of regulations to be a problem
or not to the development of your PSRO, (Check

one columm for each row,)

Arers lacking
Regulations 38

t. Conditionel
Designation snd
Planning
Aoreetants

The extent to

wvas delegated
to the PSRO's
and the authe
srity relation=
sh.ps becwaen
the local
PSRO'2, and
State and
Federal
agencies
Hospital
Review
requirements
Hearing of
appeals
__pracedures
5. Confiden-
tiglity of
{nformation
Statewide
councils
Local PSRO
advisory
councils
Statewrde
PSRO
advisory
councils

3

4,

[

-

7

-

Sanctions
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8, Statewide Council
<3, Does your state have three or zovre conditional

PSRO's (a requirement for a Statewide Professional
Standards Review Council)?

/7 1. Yes (Continue)

/7 1. No (62 to &5)

@4. As of June 1976, at least six statss hed
requirements for a Statewide Professicnal Standards
Review Council. 1In December of 1276, the

secretary of HEW began orgenizing the first of two
asuch councils., The question ia, how much help,

if anv, would a Statevide Council have been,
assuning they had been 1n existerce when you were
developing your own area PSRO? Aaswer for each

3f the development activities listed bdelow.

(Check one column for each row.)

PSRO development
activities which may
have benefited from
coyncil assistanre.

l. Negotiating '
of Medicere
Intarmediacy
MOU's
Negociating
State
Medicaid
Koy's
Negotiating

2

-

w

Establishing|
a datp
processing
system
Developing
revicw
criteris
Hiring and
organizing
the {nitfal
staff

5

A
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C. Negotiating Msmorandum of Understanding
HOTE: Continus only if you sre s "Conditfonal PSRO" othevwisa zo to 6,

4%, 1t may be poseibis to trace some problems in implemanting Hospital Peer Reviews 1o the Memorandum cf
Understanding (30U) negotiations. Consider your own situatica. To what extent, if &t all, cen you
sgtributa the problems eocountered {n implemanting Hospital Peer Reviews to the MOU acgotistions with esach
of the partics listed balow? (Check one column for esch row.)

1. Madicare Intermediaries
3, State Wedicaid office

3. Hospitals

D. User Group Cooperation and Assistance

b, 1In developing a PSRO it is important to have good cooparaticn with and amoaz the vericus user group
officinls aad influeatials (your PSRO cfficials, HEW program officials, State Medicaid officials, etc.).
Kowaver, 7.8 you can see frem tho matrix below, for soms PSROs this may involve 3 complex weo of interfeces.
s hava listed eech of the mpjor parties likely to be involved by row and by colium. Hance zay row-

column rross tsbulaticn caén identify o speciflic interface batween two parties., Yz would like ycu to ideatify
thosa iatarfacss vhere a lack of cooperation hes caused your PSRO a problem. Do this by chacking the
sppropriate boxes, For oxemple, 1f you felt that a lack of cooperation betwwen the State hedicald officials

2pd vayy DERQ fE€ialats pavand pretiime - St ateel

L laledd L, Tum - 4y veeuamn Aar v s
other hend, if you eleo falt that sems of your difficulties were dus to poor cooperation between the HEW
Headqueztsss program officials and the State N¥edicald officials you would 2lgo check che box lndered by
row = 3, column B. {Chack all eppropriatas boxes wheve poor cooparsticn has resulted io problems for your
PSRO.)

b
N &
) ~
é’,’ 3 o
° & & » > o
(] L] S -’ .:. s/
3 o 3 @ ~ o &
£ & & > < v g
& s T N R, F TS
3 S ) & BB NI
S/ ST S5 ST Sy
FoS SV w ENii E
* F & ) o K> N o
A s o &8 § - 5 S o
e &
1, Headeuartses, MIW otficials B <9 e.,"g? b\f‘f? I:'Q:'f
£ Repdonsl HEd officials ¢ ¢ S FS " 9.
Y. Simic im9lcoid Ofticloiad [’ ;? 9‘;\5'.
L. Esdicars Flecal Intstmadlary officials £ o ac:';-
. State or local Codical socisty officials + 9L
or specific physiciens vho are influential ¥ A
T bcca% hoenitel officials |
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E. Physician Support

a?. 1In addition to the user group officials it
Ls essential to have the support of the ladividual
practicing physiclaos and Doctors of Ostecpathy (M.D.'s

D.0."s). %.D.s aocd D.0,3 zerve ss PSRO membare, advisora,

officials and cheir and statf ths oparational
committees, To what extent, if &t all, has your
PSRO exparienced difflculties tn recruizing
precticing physiciens snd DOz for the rolas listed
bslow., Answer regavdlass of whether or not this
difficulty was in a Jelegsted or non-dalegsced
hospital, ({(Check one colusmn for cach row.)

Physician PSRQ
Support Roles

1 mepn . !
sember

2. A committee
nember
assigned to
develop
notms, stane
dards and
criteria

[

A physician
advisor

Other
comaittee
member
assign.
mants

$, BSRO
officials
{e.g., Ex.
Director,
ete.)

6. Othat
rales
(specify)
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w8. To what axtant, Lf at all, are the practtcing
physicians and Doctors 3f Ostecpathy within vour
PSRO atea willlng to accept judgements based on
the norms, standards, and critevia estsdliszhed
by the PSRO in tha huspitsl ceview proceas?

/77 . Ta little or no extent

[~ 7 . To soms extent

!/ T 3. To a moderate extaent

/=7 4. Toa substentfal or reat extaat

77 5. To a verv great extant

{7 0. ¥No basis to Judgs

49, Host oxparts believe that a PSRO must earoll

& certain propovtion or percent of the physicians
and osteopaths who practice in the PSRC ares a2
oambsts bafore the PSRO can be expscted to operats
efficiently end effectively. However, this cinimm
effectiveness membership proportion f2 alse depene
dent on the amount of active support that the

RSN rge feap £ Y oo bs .
awong the area M.D.s or D,C,s, What do you thiank
this propertion or percent should be, 1) with and
2) without active support {rom the M,D. & D.C.
community lesdership.

trdes ”

L. With active support from H.D, sad D.O.

leadarship,
L+ L, Undar 25%
:_7 2. Prom 25 to under 50%
_I:___7 . From 30 to undetr 75%

7 4. Over 75%

-~

2

Without ective support for M.D, and D,0.
tesdarship. :

{7 1. undar 252

/ _/ 2. From 25 to undar 50%
/7 3. Froam 50 to uni. 75%
L___? 4. Over 73%
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r. LONG TERM CARE

56, To what extzat, if at ail, have the following
possible probl.m arsas "hindared” your PSRO's
efforts to implamsct Pser Revisws ln long term

care tacilitiee? Do not considar LiC demonstracions.

(Check ons columa for each row.)

i, Lack of tegue
lation transe
aitcal
ditrectivas aand
guidelineg
from HEW for
implemanting
long term
care revicws

2. Inadequate

cusuLug
lavels

kedicaid
State
Agency's
relustance
to relio=
quiah review
guthority

w
.

4, Difficultias
in davelop~
ing noras,
critaria, and
standards

3. Liaited
exphasis cn
long cerws
care review
by HIW

G. STATEHIDZ SUPPORT CEHTERS

51, Statewids Support Centers ware suthorized
by the Sectetary of HEV in 13 States,

State one of the 137

/ L., Yes ({Continua)

!\\

2. No (Go to 54}

00

52.

tic

tha

APPENDIX

A3 you know, the Statawida Support Zentars
were established to stimulate ané support the
developmant and oparatians of the State znd par~
e have listed
below several of the areas in which the legis-
lation and HEW policy have authorizad the State-
wide Support Centers to provida assistanc..
whot extent, tf et ail, has your local PS' .0 program
becu supported by the Statewida Center in gach of
sa areas? (Check one column for each row,)

ularly the local PSRO Programs.

1

Developing aa
organizational
structura

2.

Developing bv-laews

3.

physicizns

Recruiting

“.

Completing the
plamning

apntiegatom

ER

Dgveloping &
formal olan

6

Daveloping hospital
raview procedures

~d

Presenting zlters
native hospical
review procedures

Davelcping nores,
eriteria aod
standards

w4

Salecting
physictans as
reviewars

10,

Planning for

the inclusion

of non-phyricisn
personnel in
Teview activities

11.

Coordinating
with Medicare
and Medicaid
organizations

12.

Othar (specify)

33.

In generzl, how much, if apny, has the State-

wide Support Ceater ~ontributed to the development

aud implementation of your local PSRO program?

3. Not suze (Go to 54)

(Check one,)
ﬁ:::T 1. Little or no contribution
/__:_7 2. A aoinor contribution
1:::7 3. A moderste contribution
/_‘:7 &, 4 substantial contribution
L:::7 5, A very great coatribution
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K. Summary of the Major factors Affecting PSRO Develogment

3+, lo the following question we have summarized maoy of the possible problem areas which eay or msy not
have hindered your PSRO developoent. To what extent, if &t all, have esch of the listed prcbies araas
hindered the development of your PSRO? (Check one coluss for each row.)

1, Untimely funding

2, Insufficient funding

3. Untimely HEW “final formal™ plan approvals

«, Untimely approval from HEW on amy ot the necessary
MOU's. “edicare, Medicade, area hospitals, etc.

$. Difficulty in developing PSRO norms, criteria asd
standards

b. Lack of or untimely final PSRO Regulations from

HEW/BQA (exclude transmittal letters)

+ Lack of or sntimely propram guidelines, policies
and procedures in any critical area, ¢.z., PSRO
program manual, financial managemeat and accounting

283l Atgtragt wetaTaonrt oo oTogurgesos

manual, Data Collection & ADP wethods and
procurement directives, etc. (Include
transaittal letters.)

8, Lack of availaoi1ii:y, cooperatien >r assistaoce
from any key user group official . any of the
necessary levels of governmeat, 1 ., HEW
{headquarters or regional) or State and local
(Medical, Medicaid or Medicare)

9, No Statevide Professional Revisw Council

10, Difficulties in negotiating eny of the necsssary
MOU's with either Msdicare or Madicaid or
Hospital offtctals

1. Difficulties in obtaining active support of
local physician and osteopaths

12

13, Untimaly long term care final formsl plan sporovals

Limited sssistance from Statewide Support Centsts

le

Other difficulties in implementing long temm
care peer reviews

15, Difficulties ia obtaining and trainiang
qualified people

46 | -“ ‘g
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APPENDIX 1II APPENDIX II

I. Por Conditionsl PSRO's Ouly

35, (If not a canditional PSRO go to 57}

The following two questions refer to certain, specific documsnts that ware includad with the descripe
tion & scops of work of your inmitial planning comtract: e.g. orgasizaticmal byelews, & plan snd tims
table ostablishing & monephysicizn advisory council, ste. Wa ask that you sanswer regardless of whethar
or ot you achisved comndlticnal status without & formal plamaing contract,since all PSRO's must evontually
ba conternsd with these docuzgnts.

- ¥hea you were first designated as & conditional PSRO, which {f any, of the documantation for tha
following final formal plan parts ov ssctions had been cowpleted  (Chack only those complatsd.)}

1. Ozrgantzational bye-laws
2. A plan end a tims table for esceblishing a non-physician advisory counctl

3. Initiel sesescreut of the size of scope of your PSRO arsa: numbsr of practicing
physiciane and D.Q.s, oumbar of wospitals and facilities, ctec,

4, A plan for evsluating the effectiveness of tha "in house™ peer reviaws conducted by
dalagetad hospitals

5. A plen for the collection of baselins data

6. A plan for peer ravieva in short stay iospitals

0nn 0 anon

7. A phazad plen for peer voviews lu long <etm case fscilities (Exclude LIC desmenscrations.)
g_ 7 8. a rethedology to develop various critaria and standards
{7 9. Aplen to train persomnsl

/=7 10. A plan for acquiring the PSRO.staff, frcilities snd equipoent and consultation and othar
nacesssry operaiional resources (Exclusive of funding}).

38, fmebwry JdgmaviBes ve wnwtl¥:i wi uue yOu el LOWPloise a0y OF @il OX the various documentetion items
vhich are listed above and which pertain to cestain secticns of your final formal plen. Since teceiving
tooditionsl speroval, about how much sdditional effort, {f eny, has been or need to be expended to tevis
or up dats or to completa cach of thase documsntation items® (Check one columm for sach row.)

1, Orgaenized by-laws

2. 4 plao snd s time table for establishing a non-pysicisn advisory council
laitisl easessment of the size of scope of yuur PSRO area: oumbetr of
3. practacing physiclans and D.C.s3, nuzber of hospitals and facilities, etc,

4, A plen for evaluating the eftectiveness of the "in house ' peer reviews
couductad by dalegated hospitals

5. A plen for ths collection of baseline daca

6. A plen for pesr reviews {n short stay haspitals
Y phasad plan for peer reviews in long care faciilities
{Exclude LTC deronstrations)

8, A gthoduloeu to davelop verious cr{teris and standards

9. A plan to train persomnel

10. A plan for scquiring the PSRO staff, Ffacilitie and equipment and
congultation and othar necessary operational resouzces
exclusive of funding

[ TURN PAGE FOR LAST QUESTION %0, 57, |
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APPENDIX IT APPENDIX II

J.  ADDITIONAL COReENTS
57. Is there anything else that you would lika to t21l us coscernieg the issusa ratsed by the questions
on this fom? .

1f thers is or if thara are othsr questicas about the devalopesmst of PSRO's which you thiok vg should
have askad but did mot, pleaaca feal Eree to erxprecs your cozmments on this page. Attsch an edditional shast
if nacessary. Aay laforeaticn you cen give oo will ba greatly appracisted.

Thask pou.

40 T
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APPENDIX III

2488

rFwywsd:7’s

b /.:/ . ) J//./ AN S O R Y Y e A RN fr .
NS AT LA AN O LA I S R/ MAR LS P UARS VAR

fLEL a8 -71:1%
aNM o 8V ¢ PRY®R 4 FlaN 0 S Y P v b4 4 rla O SV £ F
1 € 11 L

¥ 1

LI B

¥y ¥ ¥ L ¥ L4 L v ¥ L] 1] L} LA L] L3 L] v K L LJ LA L L) ¥ L]

- GCl

={ Sl

1474

$.04Sd JO H3AWNN

SLIVHINGD DN NNYId GICHYMY
S.0USd 40 HIBY NN SALLYINWND

49

W WAm amed sl

——n

Ecariat o S A

~ &



APPENDIX IV

APPENDIX IV
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APPENDIX V
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APPENDIX VI

1.
2.
3.
4.
S

6.
7.

8.
9.

10,

11.
12,

13.
14.

15.
16.

17.
18.

STATUS OF PSRO REGUIATIOHNS

As of February 1978

Regulations governing

Designation of PSR setvice
areas

Notification--polling of
physicians

Designation of statewide areas

Advisory groups to PSROs

Advisory groups to statewide
councils

Statewide PSRO councils

Assumption of review respon-
sibility by conditional PSROs

Waiver of liabilities

Interim hearings and appeals
of PSRO determinations

KeconsiGeracion vl PoxU
determinations

Appeal of PSRO determinations

Procedures for review of
hospital services

Financing of hospital reviews

Interim confidentiality and
disclosure of data and
information

Confidentiality and disclosure
of PSRO data and information

Grants

Sanctions

Designation of alternate
organizations

a/ Under development.

52

Date final
regulation
issued
3~-18-74
5~07~74
7-12-76

1-04-78
12-0%9-77
2~-22-78

1-25-.77

1-16-78

APPENDIX VI

Date interim

regulation

published for
comment

4-28-76

1-25-77
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APPENDIX VII

APPROXIMATE PERIODS FOR DEVELOPING AND PROCESSING REGULATION ON

PROCEDURES FOR REVIEW OF HOSPITAL SERVICES
%O, 07 YONTHS

ELAPz:
P —
L 24 of N
esp 7
] o ]
(] of -
s
o b ]
L10 o -t
wf iz
o 1z
-] 4 -11i3
L o 118
1] 115
-
-] i3
] of i«
3= 1
82 -
51 -
0 .
=) -
a8 =
47 '4
& -
45 1
P g
a -~
& ~dofe
Nnp=- e
L] o 1
358 -
=t -11&
ud
)= = E
3% ke <5
sk - &
»h - {3
E-1 3 -11iE
i “113
nl .
BN -
B~ -
sl o
7 - —
2 e -
B pu B -1
M
<3 =% e 2
7l Y
N
®»i
LEGEND Wh -3
BQA- Bureau of Quality Atsurance [T-3 9
HSA Health Servicas Adminiiestion o
ASH Assistant Secratary 10r Haaith =
©5- Oitice of the Secratary il o
SRS/MSA- Soc1a and Aahaniitation Service; WJ._ L
Medsca) Sarvices Admmistration '—"_--\/’\\.’——: -
SSA/BHL Socid Securily Agministration) 3
Buresu of Health Insurance
HRA- Health Resources AQURIBIALDN
OGC-Offics o1 Generat Counsat

L

HRA | Federst ] Pubr )
&l;gﬂ"m LBOA [KM l ASHl as ] OGC—FRSFGQISSA’BHIF lg'v'“‘l'l’v'uﬁ:’"]

- R Regulations warg ongnally schaduted to 08 effacuve 2/1/7%  Court suit brought by AMA causad reguistions to ba
withdrewn snd to b2 radesfiod  Secause ettorts of BQA ana QGC had to bs directad to gatting out UR regutations,
prograse in davelopment of FSAO hoxpital raview rer  Ins wers Setaved during this panod

NOTE The months 10 publish 2 ! or gt are numbered verucally The agancies and olfices
wathun HEW on which the regulavon wa developed or claared are inted horizoatally by orgamzavon  Periods provided
tor publw par by or objectives for & Q are also

Shachng 10t twO Or more levels during the same peric d indicates interaction between these levels !
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APPROXIMATE PERIODS FOR DEVELOPING AND PROCESSING REGULATION ON

ASSUMPTION OF REVIEW RESPONSIBILITY BY CONDITIONAL PSROs
NO OF MONTHS

ELASPED

!
1

-
@
]
1

S ]
TTT
1

282
1717
111

| S T T O I O O T

ot 1

L1 1

LEGEND
B8 doresn ) uanty Avusence

s

MAA tEea oh Kevo
G U e At Langrar (e

law signad SRS/ SSA/! | Federzt | Public
OI:(.;O. 1972 I BaA ' HSA I ASH l 08 ( 0GC [ S A BHI Register |Part'panon)

NOTE The months required to publ sh a proposed or final regulanon sre nurberad vertically  The agenciss and offlcss
within HEW on svhich the roguistiior was developed or clesred aro tard hornizontally by organization  Periods provided
for publs participetion by comments suggest:ons, or Objact:ions for 2 proposed regulation 8. 3130 provicad  Shading for
WO or MmOorg leveis during the sama parod ndcted tnteraznion betwean thegs lovels
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PHYSICIAN MEMBZRS {THOUSANDS)

THOUSANDS
426

400 e -

37% |-

32 F

275

280 =~

U o S ) S AW S S D

g
175 P - -3 N
E

1580

125

W\

100

75

A\

A\

A\

1976 1977

PHYSICIAN MEMBERSHIP IN PSRO'S

PHYSICIANS iN CONDITICNAL PSRO AREAS

PHYSICIANS N NATION
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DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE

COFFICE OF THE SECRETARY
WASHINGTON,. D C 20201

July 15, 1976

Mr. Gregory J. Ahart

Director, Human Resources
Division

United States General
Accounting Office

Washington, D.C. 20548

Dear Mr. Ahart:

The Secretary asked that I respond to your request for our
comments on your draft report entitled, ®"Progress But Problems
in Establishing Professional Standards Review Organizations.®
The enclosed comments represent the tentative position of

the Department and are subject to reevaluation when the

final version of this report is received.

e appreciate the opportunity to comment on this draft
report before its publication.

Sincerely yours,

;‘}m,;l)_ ‘;ﬂnm |

omas L. Morris
Inspector General

Enclosure
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Comments of the Department of Health, Education, and Welfare on the
Genzral Accounting Office’s Draft Report Entitled, "Progress But

Problems in Esteblishing Frofessionsl Standards Review Organizations
(PSRO8)"

Overview

The GAO has concluded that establishment of PSROs nationwide has been
slow, and they then indicate the reasons for this slow progress in
implementing the program. Four poiants about this need to be made,
First, the GAQ report does not indicate the degree to which the PSRO
legislation represented a significant departure from what the govern-
ment had previocusly required of physicians in quality assurance and
utilization control activities. The PSRO leg :lation required essen-
tislly “state of the art™ types of activities which many physicians
were not ready to undertake. The PSRO program is in many ways revolu-
tionary, and the implementation of the program had to proceed with the
recognition that major changes in physicians' attitudes could not be
achieved overnight.

Second, the GAO report does not adequately recognize the major accom-
plishments achieved by the program over the last 6 years. In the face
of significant physicisn resistance, orgenizational aad other problems,
Forus have Deen implemenctea aimOST natlonwide, and pnysicians nave peen
given an opportunity to demoustrate the effect of peer review.

Third, the GAO report does not focus clearly enough upon what we
view to be one of the major problems that delayed PSRO program

implementation--the complexities of coordinaticn with State Medicaid
agencies.

The ociginal TSRO legislation did mot clearly enunciate the relaticon-
ships b:tween PSROs and the States. This matter became so acute that
additicnal legislation was required (P. L. 95-142) to assure States

of a continuing role in PSRO matters. Even now, program implementation
is being delayed somewhat because of continuing complexities of coordi-
nation with a few Medicaid State agencies,

Fourth, the GAO repnrt noted that HEW's "organizational shortcomings,
including inadequate authority and fragmented program responsibility"
were factors in delaying PSRO implementation., While we acknowledge
that some of these problems did exist, we do not believe they signifi-
cantl; delayed program implementation. Even with ideal administration,
the program could not have been implemented more quickly, because of
the resistance from physicians and problems of coordinating the new
program with utilization review performed by State Medicaid agencies.
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GAO Recommendations

, That the Secretary of HEW require the Administrator of the Health
Care Financing Adwinistration to:

i.

2.

3.

4.

Issue instructions to hospitals and fiscal intermediaries

on the statutory obligations of participating hospitals to
cooperate with PSROs.

Issue final PSRO program regulations as quickly as poss.ble.

See that PSRO contract administration is improved so that
prompt corrective actions are taken to resolve known prob-
lems delaying program implementation.

See that adequate guidance is provided for PSRO review of
Maternal and Child Health patient care.

Department Comments

1.

2,

We concur.

The Department is proceeding to issue the necessary in-
structions to hospitals and intermediaries. However, at
this stage of PSRO program implementation, the issuance

of these instructilons will not be as helpful as they would
have been had the instructions been issued when the request
was first made. We are not now experiencing the kinds of
problems with hospitals cooperating with PSROs as we did
earlier in the development of the program.

We concur.

The Department is moving aggressively to issue the remain-
ing regulations. The complexity of the program made the
regulations development process slower than normal as did
interagency disagreements which have since been overcome
with the creation of HCFA. We do not believe, however,
that the delay in issuing regulations had a significant
impact on delaying the overall implementation of the pro-
gram. Sufficient guidance was provided to the PS5ROs in
the framework of PSRO Transmittals and the PSRO Program

Manual to allow them to implement their review systems in

the absence of published regulations.

Of the 8 regulations identified by GAO as currently under
development, 2 have been published as Notice of Proposed
Rulemaking. The remaining 6 will be published as notices
during the next Z months. All will be completed in final
by late 1978 or early 1979.
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3. We concur.

Since the time of the GCAD study, we have devoted significant
effort to improving the capabilities of the project officers
in the regions through technical assistance and training
activities, The quality of overall adminigtration and manage-
ment of PSRO projects have increased as & result of these
activities. In addition, beginning with the contracts which
expired June 30, 1978, &ll PSRO contracts will be converted

te a grant method of “inancing. All contrascts will have besn
converted by Jume 30, 1979, This should streamline our over-
all operation.,

b We concur.

The detailed instruction mentioned by GAD in their report
will be issued shortly. In addition, we are now examining
the statutory role of YSROs with respect to their review of
Haternal and Child Health (MCH) patients. The PSRO legis-
lation requires PSROs to review the health care of HMCH
patients. However, because the Maternal and Child Health
program elready had a distinct system in place to review

the utilization of MCH services, the legxslatxon d1d not

- -n ~ —eoVem 2 a~
”‘"‘ PaAPOg petln~mie *z zzhe llilltlicalites Of wevinai useens

sxty which would be binding on the payment agency. This
pleces the PSRO in a difficult situation. Because of this
problem, the Nationsl Professional Standards Review Council
hag decided to review the entire issue of PSRO review of MCH
patients.

GAO Recommendations

That the Secretary of HEW require the Administrator of the Health
Care Financing Administration to promptly designate alternate
organizations as PSROs in those areas where a physician sponsored
organization refused to establish a PSRO.

Department Comments

We concur.

Currently, only one acea - the State of Nebraska - does not have
a8 physician group willing to become a PSRO. Final regulations
setting forth procedures to be followed in designating ar alter-
nate organization to serve as the PSRO are scheduled to be pub-
lished in August 1978,
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Additional Departmental Comments

1. Page 6, lines 6 through 8, should be revised as follows to
make the account of hospital review reimbursement accurate:
¥ + « « mechanisms. Hospital review activities are financed
through the Medicare Trust Funds and Hedicaid appropristions.
Medicare reimbursement mechanisms are used to mazke payment
for both Medicare and Medicaid review; however, the Medicare
Trust « o « ."

2. On page 20 of the report, the General Accounting Office (CAD)
states that the Bureau of Quality Assursnce, now the Healch
Standards and Quality Bureau, Health Care Financing Adminis-
tration (HCFA), and the Bureau of Community Health Services
(BCHS), PHS, had tentatively clarified the relationships be~
tween PSROs and the Maternal and Child Health programs. How—
ever, GAO reported that, as of February 1973, no specific
guidance had been issued., As noted in our response to Recom—
mendation No. &4, the jointly developed guidance material is
scheduled to be issued shortly.

It should also be noted that BCHS sponsored several confer-
ences at both the national and regional levels in 1976 and
1977 which addressed the PSRO-Title V (Matornal and Child
Health and Crippled Children's Services) relationships. In
addition, BCHS supported a contract, completed in December
1976. ent.tled, “A Review of{ Quality Assurance Methodologics
and Proced 'res as Prarticed in Title V Programs and the Status
of PSRO Quality Assurance Efforts". The findings resulting
from this contract effort were presented to the National PSRO
Council in March 1977 and made available nationwide to PSROs,

State Title V programs and other parties interested in PSRO
activities.

3. GAO, on page 32 of the report, states that the potential exists
for duplication of effort between PSROs and Health Systems
Agencies (HSAs). On December 5, 1977, the Joint Policy State-
ment on PSRQ/HSA Relationships, signed by HCFA and PHS, was
issued and distributed to the PSROs and health planning agen-
cies. This policy guidance is intended to establish a strong
coordinative relationship between the programs, ease concerns
about the potentiazl for duplication of effort by PSROs and
HSAs, and facilitate the sharing of data by PSROs with HSAs.

+ 4. The GAO statistics on the percent of PSRO review activity in
hospitalc is somewhat misleading. Page 14 of the draft re-
port states that as of September 30, 1977, there was PSRO
activity in “3950 hospitals, or about 56% of the hospitals".
Although there were approximately 3950 hospitals in PSRO
conditional areas as of September 30, 1977, only 2631 were y
actually performing PSRO review.
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