
%A0 United Stats 
Generd Accounttng ofnce 
Wddngtori, D.C. 20548 

Health, Eldnution and Homan Scrviecs Div&ion 

B-279434 

March 27, 1998 

The Honorable Charles E. Grassley 
Chairman, Special Committee on Aging 
United States Senate 

Subject: Aging Issues: Related GAO Renorts and Activities in 
Calendar Years 1995 and 1996 

Dear Mr. Chairman: 

The elderly represent one of the fastest growing segments of the country’s 
population, and the Congress faces many complex issues as a result of this 
growth. In the United States, the number of people aged 65 and older has 
grown from about 9 million in 1940 to about 34 miJlion in 1995. Moreover, the 
number is expected to reach 80 million by 2050, according to Bureau of the 
Census projections. In 1940, people aged 65 and older made up 7 percent of 
the total population, and this proportion is expected to grow to 20 percent by 
as early as 2030. Although the aging of the baby-boom generation will 
contribute greatly to these trends, increased life expectancies and falling 
fertility rates are also important factors. Together, these demographic changes 
pose serious challenges for our Social Security system, Medicare, Medicaid, the 
federal budget, and our economy as a whole. 

This report responds to your request for a compilation of our products from 
calendar years 1995 and 1996 that pertain to programs and issues afcecting 
older Americans and their families. i 

In summary, our work on these programs and issues reflects the broad range 
and importance of federal programs for older Americans. Some federal 
programs, such as Social Security and Medicare, are directed primarily at older 
Americans. Other federal programs, such as Medicaid or federal housing 
programs, target older Americans as one of several groups served. Our work 
during calendar years 1995 aud 1996 covered issues concerning education and 
employment, health care, housing and community development, income 
security, and veterans. In the enclosures, we describe three types of GAO 
products that relate to older Americans: . 
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- 166 reports and correspondence (see encl. I) and 

- 69 congressional testimonies (see encl. D). 

The summaries in these enclosures were prepared shortly after the products 
were issued and have not been updated to reflect subsequent developments. 

Table 1 gives a breakdown of those products by category. The table shows 
that health, income security, and veterans’ issues were the areas most 
frequently addressed among our products that focused on older Americans. 

. Table1.v h Cah-h.r Ye= 1995 and 
. 

If you or your staff have any questions about the information in this letter 
please call me or Ray Brown, As&ant Director, at (202) 512-7215. Gerard V. 
Grant, Evaluator-in-Charge, also contributed to this document. 

Sincerely yours, 

Jane L. Ross 
Director, Income Security Issues 

Enclosures - 2 
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CALENDAR YEARS 1995 AND 1996 REPORTS AND CORRESPONDENCE ON ISSUES 

During calendar years 1995 and 1996, GAO issued 166 reports on issues affecting older 
Americans. Of these, 4 were on education and employment, 75 on health, 8 on 
housing and community development, 45 on income security, and 34 on the 
Department of Defense (DOD) and veterans. 

. ult Educ&ron . Measuring Prom Results Has Been Challenging 
(GAO/HEHS-95153, Sept. 8, 1995). 

According to a recent national survey, nearly 90 million adults in the United States 
have dif6culty writing a letter explaining an error on a credit card bill, using a bus 
schedule, or calculating the difference between the regular and sale price of an item. 
To address these deficient literary skills, the Congress passed the Adult Education Act, 
which funds state programs to help adults acquire the basic skills needed for literate 
functioning, benefit from job training, and continue their education at least through 
the high school level. The most common types of instruction funded under the act’s 
largest program-the State Grant Program-are basic education (for adults functioning 
below the eighth grade level), secondary education, and English as a second language. 
Because many clients of federal employment training programs need instruction 
provided by the State Grant Program, coordination among these programs is essential. 
Although the State Grant Program funds programs that address the educational needs 
of millions of adults, it has had difficulty ensuring accountability for results because of 
a lack of clearly defined program objectives, questionable validity of adult student 
assessments, and poor student data 

on Review (GAO/HEHS-95-65R, Feb. 16, 1995). 

GAO provided information on the Adult Education Act (AEA) that focused on the (1) 
funding history of AE& (2) changes that have taken place in the amount of services 
that the State-Administered Basic Grant Program provides; and (3) goals, targeted 
populations, and service recipients of the State-Administered Basic Grant Program. 
GAO noted that (1) AEA funding under this program increased from $100 million in 
fiscal year 1984, to $255 million in fiscal year 1995, (2) enrollment in the 
State-Administered Basic Grant Program rose from approximately 377,000 participants 
in 1966 to almost 4 million participants in 1994, and (3) the purpose of the program is 
to provide educational opportunities for adults who lack the necessaty literacy skills 
to become a citizen and to be productive in their employment 
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Nov. 2, 1995). 

The Department of Labor’s Senior Community Service Employment Program finances 
part-time minimum-wage community service jobs for about 100,000 poor elderly 
Americans. GAO found that Labor distributes program funds through noncompetitive 
grants to 10 national organizations, called national sponsors, and to state agencies. 
These national sponsors and state agencies, in turn, use the grant funds to finance 
local employment projects run by community service host agencies, such as libraries, 
nutrition centers, and parks, that directly employ older Americans. GAO found that 
the relative distribution of funds to the national sponsors and state agencies along 
with Labor’s method of implementing the hold-harmless provisions have resulted in 
the distribution of funds among and within states that bears little relationship to 
actual need. GAO also found that, under Labor’s regulations, expenditures that GAO 
believes to be administrative in nature may be charged to another cost category, 
allowing grantees to exceed the statutory &percent limit on administrative costs. . GAO summarized this report in testimony before the Congress; see Senior Corn- 

ce at: Promeh erv Co&l Be Impro ed ‘l”hrmg,#&&&t~ e & 
mve AC-, (GAO/T-H&S-96-57, Nov. 2 199:) statement by Co&ha M. . . 

Blanchette, Associate Director for Education and Employment Issues, before the 
Subcommittee on Early Childhood, Youth and Families, House Committee on 
Economic and Educational Opportunities. 

. ork Tog&&r More Eacrentiv to 

How efficient are federal efforts to help people with disabilities? In 1994, the 
government provided a range of services to people with disabilities through 130 
different programs, 19 federal agencies, and a host of public and private agencies at 
the state and local levels. Although research groups and independent panels have 
stressed the need to simplify and streamline programs serving the disabled, creating a 
new service delivery system may prove difficult GAO urged caution in 1992 when the 
Congress was considering proposals that would have made fundamental changes in 
human service delivery systems at the federal, state, and local levels. GAO also urges 
caution with regard to programs serving people with disabilities. Although the 
potential benefits of creating a new system to deliver services more comprehensively 
to people with disabilities may be great, so are the barriers and the risks of failure. 
Obstacles prevenbg officials from reorganizing service agencies, creating new funding 
and service agreements, and divesting authority from their own agencies are hard to 
overcome. Mandates alone are unlikely to secure the major time and resource 
commitments needed from officiah+whether they are charged with directing reforms 
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or have responsibility for administering services. In the current fiscal environment, a 
renewed focus by federal agencies on improving coordination would be a useful step 
toward improving services and enhancing the customer orientation of their programs. 

Premium Increases. 1996 (GAO/HEHS96119R, Apr. 19, 1996). 

Pursuant to a congressional request, GAO examined why Mecligap premiums offered 
through the American Association of Retired Persons (AARP) were increasing. GAO 
noted that (1) in January 1996 premiums for more than 3 million AARP Medigap 
policyholders increased an average of 26 percent; (2) the 1996 increases varied by 
state and ranged Tom 0 to 40 percent for both standardized and prestandardized 
policies; (3) in 1994 and 1995, premiums increased in 8 and 10 states, respectively; (4) 
because benefit payments were less than expected, AARP standardized policyholders 
received an average credit of $75 and prestandardized policyholders received an 
average credit of $79 in 1994 and 1995; (5) in 1992, policyholders in 45 states received 
refunds averaging $47 because of lower-thanexpected benefit payments; (6) AARP 
believes that the 1996 Medigap rate increases are justified because the number of 
services received and costs incurred by policyholders substantially increased; (7) 
although the average Medigap loss ratio decreased to 81 percent between 1991 and 
1993, in 1994, the average loss ratio increased to 93 percent; (8) in 1994, the average 
loss ratio for prestandardized policies was 98 percent and 82 percent for standardized 
policies; and (9) the average loss ratio for 1995 policies was 100 percent and could 
increase to 112 percent without a rate increase. 

n *I alvsis of Flondas Fair Share ” (GAO/HEHS96168R, June 10, 1996). 

Pursuant to a congressional request, GAO commented on the appropriateness of the 
Medicaid funding formula contained in H.R. 3507. GAO noted that (1) over time, the 
proposed formula would cause Medicaid funding distribution to more closely reflect 
states’ poor and elderly populations; (2) there are more generous matching rates for 
low-income states that spend more on Medicaid services for eligible recipients; (3) 
because Florida spends less on benefits for eligible recipients than the other states 
reviewed, it receives less matching federal funds; (4) the new funding formula would 
establish targets for federal funding in proportion to the poor population in each state; 
(5) each state’s federal allocation would increase depending on the differences 
between the current level of federal funding and the target amount; and (6) by giving 
states like Florida higher growth rates, the new formula would enable states to receive 
federal funding in proportion to their poor population. 

GAOMEHS-98-101R Aging Issues 
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Many states are converting their traditional fee-for-service Medicaid programs to 
managed care delivery systems. Arizona’s Medicaid program offers valuable 
insights-especially in fostering competition and monitoring plan performance. Since 
1982, Arizona has operated a statewide Medicaid program that mandates enrollment in 
managed care and pays health plans a capitated fee for each beneficiary served. 
Although the program had problems in its early years, such as the dismissal of the 
program administrator and the state’s takeover of the administration, it has 
successfully contained health care costs while maintaining beneficiaries’ access to 
mainstream medical care. Arizona’s recent cost-containment record is noteworthy. 
According to one estimate, Arizona’s Medicaid program saved the federal government 
$37 million and the state $15 million in acute care costs during fiscal year 1991 alone. 

. Arizona succeeded in containing costs by developing a competitive Medicaid health 
care market. Health plans that submit capitation rates higher than their competitors’ 
bids risk not winning Medicaid contracts. Other states considering managed care 
programs can benefit from Arizona’s experience. GAO concludes that the key 
conditions for holding down Medicaid costs without compromising beneficiaries’ 
access to appropriate medical care include freedom from some federal managed care 
regulations, development and use of market forces, controls to protect beneficiaries 
from inadequate care, and investment in data collection and analysis capabilities. 

ti (GAO/HEHS96182R, July 19, 1996). 

Pursuant to a congressional request, GAO provided information on the Blue Cross and 
Blue Shield Association’s two pharmacy benefit managers and the services they 
provide to the Federal Employees Health Benefits Program (FEHBP). GAO noted that 
(1) to control drug costs, the Association is requiring Medicare part B participants to 
pay the standard copayment for drugs bought at participating retail pharmacies, but it 
is waiving copayments on drugs bought through its mail-order program for those 
participants; (2) the Association expects this change to achieve significant savings and 
prevent a premium increase in standard option coverage; (3) the Association’s 
mail-order subcontractor has had significant difficulty meeting its customer-service 
performance measures because the increase in mail orders has been much larger and 
quicker than expected; (4) the subcontractor has increased its processing capacity to 
meet the unexpected demand; (5) retail pharmacies have experienced a 36percent 
decrease in drug sales to part B participants and a 7-percent decrease in drug sales to 
all enrollees; and (6) the Association believes its pharmacy benefits managers provide 
valuable services to FEHBP, meet most of their contractual performance measures, 
and produce signiiicant savings. 
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Cholesterol Tre -em: . . Amcal ‘Q& Evidence (GAO/PEMD-96-7, 
May 14, 1996). 

Clinical trials showed men who took cholesterol-lowering treatments had fewer non- 
fatal heart attacks compared to those not treated. Reductions in coronary deaths in 
the same trials were restricted to high risk men, that is, those with a history of heart 
disease and high cholesterol. Surprisingly, the men that took the cholesterol lowering 
treatments suffered higher death rates from all non-coronary causes that canceled out 
the modest reduction in coronary deaths. ‘Ihe mixed benefit picture here may result 
from the generally modest cholesterol reductions achieved by the group of trials in our 
review. One of two recent trials that lowered cholesterol more found a significant 
reduction in total fatalities. 

Trials are limited by the selected populations recruited and by limited duration. Since 
trials focused on middle-aged white men with higher than average cholesterol readings 
and a history of heart disease, useful trial data are lacking on benefits or risks for 
women, minorities, the elderly or people with the most common cholesterol readings. 
Trials proposed or underway may provide information on these groups. Trials usually 
follow people for 5 years or less, while drug treatment would be longer. 

. . . . . ev m ma to Pretxud Managed Care 
(GAO/HEHS95138, May 4, 1995). 

As states move to prepaid managed care to control costs and improve access for their 
Medicaid clients, the number of participating community health centers continues to 
grow. Medicaid prepaid managed care is not incompatible with health centers’ 
mission of delivering health care to medically underserved populations. However, 
health centers face substantial risks and challenges as they move into these 
arrangements. Such challenges require new knowledge, skills, and information 
systems. Centers lacking expertise and systems face an uncertain future, and those in 
a vulnerable financial position are at even greater risk. Today’s debate over possible 
changes in federal and state health programs heightens the concern over the financial 
vulnerability of centers participating in prepaid managed care. If this funding source 
continues to grow as a percentage of total health center revenues, centers must face 
building larger cash reserves while not compromising services to vulnerable 
populations. GAO summarized this report in testimony before the Congress; see . . . . . Coln~I$ to Prenaid Managed Care 
(GAO/THEHS95143, May 4, 1995), statement by Mark V. Nadel, Associate Director 
for Health JTinancing and Policy Issues, before the Senate Committee on Labor and 
Human Resources. 
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er Health Informatton. . E me-g! Issues (GAO/AIMD-96-86, July 26, 1996). 

Technology has increased the amount of health information available to the public, 
allowing consumers to become better educated and more involved in their own health 
care. Government and private health care organizations rely on a variety of 
technologies to disseminate health information on preventive care, illness and injury 
management, treatment options, post-treatment care, and other topics. This report 
discusses consumer health informatics-the use of computers and telecommunications 
to help consumers obtain information, analyze their health care needs, and make 
decisions about their own health. GAO provides information on (1) the demand for 
health information and the expanding capabilities of technology; (2) users’ and 
developers’ views on potential systems advantages and issues surrounding systems 
development and use; (3) government involvement-federal, state, and local-in 
developing these technologies; and (4) the status of related efforts by the Department 
of Health and Human Services (HHS). As part of this review, GAO surveyed consumer 
health informatics experts and presents their views on issues that need to be 
addressed when developing consumer health information systems. GAO summarized 
this report in testimony before the Congress; see Cons- Hem . 

. B (GAO/T-AIMD-96134, July 26, 1996), statement by Patricia T. Taylor, 
Director of Information Resources Managemen& Issues, before the Subcommittee on 
Human Services and Intergovernmental Relations, House Committee on Government 
Reform and Oversight. 

1996). 
n on Health Care Costs (GAO/AlMD-96-42, Apr. 22, 

-- 

Recent studies on the District of Columbia’s health care system have concluded that 
the city’s health care problems are aggravated by such social factors as high rates of 
poverty, crime, substance abuse, and unemployment. These factors account for the 
sizable numbers of persons who do not seek preventive health care and cannot pay for 
medical treatment, the inappropriate use of D.C. General Hospital for primary care, 
and the many trauma care patients at area hospitals. To help the Congress evaluate 
various restructuring proposals being considered for the District, this report discusses 
the District’s health care budget and the composition of the District’s health care 
system, including the number of Medicaid recipients and uninsured and the 
distribution of hospitals and clinics. 
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Durable Med’cal Eauip e t: Regional Carriers’ Coverage Criteria Are Consistent With 
Medicare La; (GAO/H&~95-lsS, Sept. 19, 1995). 

In November 1993, the Health Care Financing Administration (HCFA) began 
consolidating the work of processing and paying claims for durable medical 
equipment, prostheses, orthoses, and supplies at four regional carriers. Claims for 
such items had previously been processed and paid by local Medicare carriers. As 
part of the transition to regional processing, the four regional carriers developed 
coverage criteria for the items. GAO found that the final criteria adopted by the 
regional carriers are consistent with Medicare’s national coverage policies and the law. 
GAO does not believe that the criteria have impeded disabled beneficiaries’ access to 
needed durable medical equipment and other items. Also, in 1994 the regional carriers 
approved a similar percentage of service for durable medical equipment and other 
items for the disabled and aged Medicare beneficiaries, so there was no significant 
difference in access to durable medical equipment and other items between the two 
groups of beneficiaries. 

. clover Based He&h Plans. Issues. ‘Prep&. and Challages Posed bv ERISA 
(GAOIHEHS95167, July 25, 1995). 

As the movement for comprehensive federal health care reform has lost steam, the 
focus of reform has shifted to the states and the private market. States remain 
concerned about the growing number of people lacking health coverage and about 
financing health plans for poor people. Employers have become increasingly 
aggressive in managing their health plans and have adopted various managed care 
plans and innovative funding arrangements. However, the Employee Retirement 
Income Security Act of 1974 (ERISA) effectively blocks states from directly regulating 
most employer-based health plans, although it allows states to regulate health insurers. 
GAO found that nearly 40 percent of enrollees in employer-based health plans-44 
million people-are in self-funded plans. The divided federal and state framework for 
regulating health plans produces a complex set of tradeoffs for regulating health 
plans. Self-funded plans, which are exempt from state regulation under ERISA, 
provide employers greater flexibility to design a health benefits package that may have 
been less feasible to provide under state regulation. At the same time, however, states 
are unable to extend regulations, such as solvency standards, preexisting condition 
clause limits, and guaranteed issue and renewal requirements, even indirectly, to 
enrollees in these self-funded plans, GAO summarized this report in testimony before 
the Congress; see Emnlover Based Health Plans - . Issues. Trends. and Chall ng s o e 
bv ERISA (GAO/T-HEHS95223, July 25, 1995), statement by Mark V. Nadet GsoLi:ted 
Director for National and Public Health Issues, before the Senate Committee on Labor 
and Human Resources. 
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Food Assistance Programs (GAO/RCED95115R, Feb. 28, 1995). 

GAO reviewed the Department of Agriculture’s (USDA) domestic food and nutrition 
assistance programs, focusing on those programs that target benefits to women, 
children, infants, the elderly, and the needy. GAO noted that (1) USDA food assistance 
programs constitute about 60 percent of the USDA budget, and the Food Stamp 
Program accounts for more than one-half of those benefits; (2) 6 of the 14 USDA food 
programs target the groups reviewed; (3) participants’ characteristics and the nature 
and level of benefits vary widely across the programs; (4) most of the programs have 
income eligibility criteria and some programs have additional criteria that individuals 
must meet to receive benefits; (5) benefit overlap is built into most of the programs, 
but it is not known how many persons participate in more than one program; (6) state 
and local governments and nonprofit organizations play a large role in distributing 
program benefits; (7) some USDA programs are similar to other agencies’ assistance 
programs; (8) ineffective targeting of low-income people, burdensome administration, 
subsidizing providers rather than families, rising costs, duplication of services, 
inequitable funding allocations, and unfunded mandates affect the distribution of food 
benefits; and (9) alternatives to reduce costs and streamline program operations 
include improving low-income targetig, consolidating multiple programs, reducing 
some programs’ funding levels, and eliminating some ineffective programs. 

. . . . . . -se. Provrdmt Medicare Pam in Nursing Faw 
(GAO/HEHS96-18, Jan. 24,1996). 

Nursing home patients are an attractive target for fraudulent and abusive health care 
providers that bil.l Medicare for undelivered or unnecessary services. A wide variety 
of providers, ranging from durable medical equipment suppliers to laboratories to 
optometrists and doctors, have been involved in fraudulent and abusive Medicare 
billing schemes. Several features make nursing home patients attractive targets. First, 
because a nursing facility houses many Medicare beneficiaries under one roof, 
unscrupulous billers of services can operate their schemes in volume. Second, nursing 
homes sometimes make patient records available to outsiders, contrary to federal 
regulations. Third, providers are permitted to bill Medicare directly, without 
certification from the nursing home or the attending physician that the items are 
necessary or have been provided as claimed. In addition, Medicare’s automated 
systems do not collect data to flag improbably high charges or levels of services. 
Finally, even when Medicare spots abusive billings and seeks recovery of unwarranted 
payments, it often collects little money from wrongdoers, who either go out of 
business or deplete their resources so that they cannot repay the funds. 
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. HCFA. M edicare Program-Changes to the HosD’~~~ InDatient Frosnective Pavment 
Systems and Fiscal Year 1997 Rates (GAO/OGC-k-41, Sept. 13, 1996). 

Rursuant to a legislative requirement, GAO reviewed the Health Care Financing 
Administration’s (fICFA) new rule on changes to the Medicare program’s hospital 
inpatient prospective payment systems and fiscal year 1997 rates. GAO found that 
(1) the rule would adjust the classifications and weighting factors for diagnosis related 
groups, update the wage index associated with hospital operating costs, and make 
certain clarifications regarding the calculation of hospital payments excluded from the 
prospective payment systems; and (2) HCFA complied with applicable requirements in 
promulgating the rule. 

I HCFAs Am 
Sept. 29,1995; 

achto Ewluating Me dicare Technology (GAO/AIMD-95234R, 

GAO reviewed HCFA’s approach to analyzing the benefits of commercial technology in 
the Medicare program. GAO noted that HCFA (1) is limiting its analysis of the 
benefits of commercial technology to dete mining whether Medicare contractors 
complied with existing payment controls and is using a flawed sampling methodology 
to select claims for review; (2) is attempting to verify the savings achievable through 
commercial systems without understanding how the systems operate; (3) believes that 
it cannot examine commercial systems without actually procuring a system; and (4) is 
failing to identify real monetary benefits of commercial detection systems in its 
analysis. 

n Sharing ROD -toema Efforts 
(GAO/GGD-96101, May 1, 1996): 

Estimates of health care fraud range from 3 to 10 percent of all health care 
expenditures-as much as $100 billion based on estimated 1995 expenditures. In late 
1993, the Attorney General designated health care fraud as an enforcement priority 
second only to violent crime initiatives. This report discusses (1) the extent of federal 
and state immunity laws protecting persons who report information on health care 
fraud and (2) the advantages and disadvantages of establishing a centralized health 
care fraud database to strengthen information-sharing and support enforcement 
efforts. 

Health Care Shortage Areas . Designations o a Us ful Too 
to the Underserved (GAO/HRHS95-200, Se:. k, l99& 

1 for Directing Resources 

Many Americans live in places where barriers exist to obtaining basic health care. 
These areas range from isolated rural locations to inner-city neighborhoods. In fiscal 
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year 1994, the federal government spent about $1 billion on programs to overcome 
access problems in such locations. To be effective, these programs need a sound 
method of identifying the type of access problems that exist and focusing senices on 
the people who need them. The Department of Health and Human Services (I-IHS) 
uses two main systems to identify such locales. One designates Health Professional 
Shortage Areas, the other Medically Underserved Areas. More than half of ail U.S. 
counties fall into these two categories. GAO reviewed the two systems to determine 
(1) how well they identify areas with primary care shortages, (2) how well they help 
target federal funding to benefit those who are underserved, and (3) whether they are 
likely to be improved under proposak to combine them. 

. erm of Autolog 9x-t for Breast 
$&QX (GAO/IIEHS9&3, Apr. 24, 1996). 

Although many insurers now cover the cost of autologous bone marrow 
transplantation, a new and expensive treatment for breast cancer, issues surrounding 
the procedure have put several goals of the U.S. health care system in conflict: access 
to the best, most advanced care; cost containment; and research adequate to assess 
the value of new treatments. Proponents of insurance coverage argue that autologous 
bone marrow transplantation provides breast cancer patients with a promising, 
potentiahy life-saving treatment. Critics say that the proliferation of such unproven 
treatments is costly and harmful, potentially hindering chnical research to determine 
whether the treatment is effective. ‘Ihis report discusses (1) the factors that have 
influenced insurers’ decisions on whether to cover the treatment, (2) the status of 
research on autologous bone marrow transplantation for breast cancer and the 
consensus on what is known about its effectiveness, and (3) the consequences of 
increased use and insurance covei-age of the treatment while it is still being evaluated 
in clinical trials. 

. . . ce Portab&tv. Refom Could mure Cmued Co veae for up to 25 
s (GAOMEHS-95257, Sept. 19, 1995). 

Although federal and state laws have improved the portability of health insurance, an 
individual’s health care coverage could still be reduced when changing jobs. Between 
1999 and 1994,40 states enacted small group insurance regulations that include 
portability standards, but ERISA prevents states from applying these standards to the 
health plans of employers who self-fund. As a result, some in the Congress have 
proposed broader national portability standards. GAO estimates that as many as 21 
million Americans each year would benefit from federal legislation to ensure that 
workers who change jobs would not be subject to new health insurance plans that 
impose waiting periods or preexisting condition exclusions. In addition, as many as 4 
million Americans who at some point have been unwilling to leave their jobs because 
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they feared losing their health care coverage would benefit from national portability 
standards. Such a change, however, could possibly boost premiums, according to 
insurers. 

Health Insurance Regulation: Varving State Reauirements Affect Cost of Insurance 
(GAOHEHS-96-161, Aug. 19, 1996). 

As concern about the affordability of he&h coverage has grown, the costs attributed 
to state regulation of health insurance have come under increasing scrutiny. State 
health insurance regulation is intended to protect consumers through oversight of 
health plans’ financial solvency, monitoring of insurers’ market conduct to prevent 
abuses, and mandated coverage for particular services. Although these measures do 
benefit consumers, they result in costs to insurers that are ultimately passed on to 
consumers in their premiums. These costs may influence an employer to self-fund its 
health plan-a move that avoids state insurance regulation. This report examines the 
costs associated with (1) premium taxes and other assessments, (2) mandated health 
benefits, (3) financial solvency standards, and (4) state health insurance reforms 
affecting small employers. GAO discusses the impact of these requirements on the 
costs of insured health plans compared with the cost of self-funded health plans. 

0 Enrollment DaQ (GAO/HEHS95159R, May 25, 1995). 

GAO provided information on health maintenance organization (HMO) enrollment, 
focusing on the number of Medicare beneficiaries enrolled in risk-based HMOs. GAO 
noted that (1) between December 1993 and 1994, the percentage of Medicare 
beneficiaries enrolled in risk-based HMOs increased from 5.1 to 6.3 percent for a total 
of about 2.3 mihion beneficiaries; (2) although older beneficiaries had lower 
enrollment rates than the general Medicare population, they also increasingly joined 
risk-based HMOs; (3) between 1993 and 1994, the percentage of Medicare beneficiaries 
aged 75 and older enrolled in risk-based HMOs increased from 4.8 to 6.1 percent; and 
(4) the percentage of beneficiaries aged 85 and older enrolled in risk-based HMOs 
increased from 3.9 to 4.7 percent between 1993 and 1994. 

Hosuital-Based Home Health Agencies (GAOA-IEHS-95209R, July 19, 1995). 

GAO reviewed whether increased hospital ownership of home health agencies (HI-LA) 
has contributed to the growth in Medicare home health costs. GAO found that 
hospital-based HHAs (1) generally care for beneficiaries with less chronic conditions 
and provide fewer visits to patients than all other types of HHAs, except those run by 
the government, and (2) apparently are not driving up Medicare costs any more than 
other types of I-W.& 
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. . , . He&h Service: Improvements Needed in Credentmlmg Temnoraw Phwcmns 

(GAOIHEHS-95-46, Apr. 21, 1995). 

Indian Health Service (IHS) facilities, which provide medical care to more than 1 
million American Indians and Alaskan Natives, supplement their staffs with temporary 
physicians. But weak policies have led IHS to unlmowingly hire doctors who have 
been disciplined for such offenses as gross and repeated malpractice and 
unprofessional conduct. IHS does not explicitly require verifying all active and 
inactive state medical licenses that a temporary physician may have. Further, most THS 
facilities that have contracts with companies that supply temporary physicians do not 
require the companies to inform II-IS of the status of all medical licenses a physician 
may hold. In addition, IHS facilities do not have a formal system for sharing 
information on temporary physicians who have worked within the MS medical system. 
This report also discusses what happens when requested medical services are delayed. 

. . d Future Drrectrow (GAOA-IEHS95109, 

Today, an increasing number of Americans need long-term care. Unprecedented 
growth in the elderly population is projected for the twenty-first century, and the 
population aged 85 and older-those most in need of long-term care-is expected to 
outpace the rate of growth for the entire elderly population. In addition to the 
dramatic rise in the elderly population, a large portion of the long-term care 
population consists of younger people with disabilities. The importance of long-term 
care was underscored by the 1994 congressional debate over health care reform and, 
more recently, by the “Contract with America,” which proposed assistance such as tax 
deductions for long-term care insurance and tax credits for family caregiving. This 
report (1) defines what is meant by long-term care and discusses the conditions that 
give rise to long-term care need, how such need is measured, and which groups-young 
and old-require long-term care; (2) examines the long-term care costs that are borne 
by federal and state governments as well as by families; (3) addresses strategies that 
states and foreign countries are pursuing to contain public long-term care costs;. and 
(4) discusses predictions by experts on the future demand for long-term care. 

. . . me States ADD~V Ce Ra&ground Checks to Home Care 
WorkeE (GAO/PEMD-96-5, Sept. 27, 1996). 

Pursuant to a congressional request, GAO examined federal and state requirements for 
criminal background checks of home health care workers. GAO found that (1) there 
are few formal safeguards to protect elderly persons from unscrupulous home care 
workers; (2) the federal government indirectly regulates home care workers by 
requiring home care organizations or the individual provider to meet certain 

14 GAOMEHS-9fLlOlR Aging Issues 



ENCLOSURE I ENCLOSURE I 

requirements for participation in Medicaid or Medicare; (3) states may be directed to 
disqualify home care providers convicted of fraudulent health care delivery; 
obstruction of justice; or the illegal manufacture, distribution, prescription, or 
dispensing of controlled substances; (4) state and local governments, as well as 
professional boards, impose certain restrictions on home care organizations and 
individual providers; (5) some states require all home care organizations to meet state 
imposed licensure or Medicare certification requirements; (6) some states incorporate 
home care workers into their state nursing home aide registry; (7) few states require 
criminal background checks of home care workers; and (8) most states do not use the 
Federal Bureau of Investigation’s national criminal database system to check home 
care workers’ backgrounds due to cost concerns. 

hv Se ‘ces. . . . . . Imtlal Imnact of Ne 
96-17;ct 27, 1995). 

w Federal La w Has Been Posrtwe 

The Mammography Quality Standards Act of 1992 imposed uniform standards for 
mammography in all states, requiring certification and annual inspection of 
mammography facilities. GAO found that the act has had a positive impact, resulting 
in higher quality equipment, personnel, and practices. Mammography quality 
standards are now in place in all states, and these standards do not appear to have 
hampered access to services. To avoid large-scale closure of facilities, however, the 
Food and Drug Administration (FDA) settled on an approach that allowed some delay 
in meeting the certification requirements. For this and other reasons, such as the 
availability of outcome data, more time will be needed before the act’s full impact can 
be determined. GAO is required to assess the effects of the act again in 2 years and to 
issue a report in 1997. 

. . edmad Fundmg Formula Chm (GAOA-IEHS-96164R, June 10, 1996). 

Pursuant to a congressional request, GAO provided information on the proposed 
changes to Medicaid funding formulas under H.R. 3507. GAO noted that (1) states 
with large numbers of poor and disabled persons receive less federal assistance than 
states with larger numbers of poor and weaker tax bases; (2) states that offer 
extensive services and provide high provider reimbursement rates receive more federal 
funding; (3) the revised Medicaid formula would link the amount of federal aid a state 
receives to the number of poor people in need of Medicaid setices; (4) over 90 
percent of the federal formula grant programs target funding on the basis of need; (5) 
H.R. 3507 would realign federal Medicaid funding over a number of years, so that 
funding is related more to state need than to state spending patterns; (6) H.R. 3507 
would place greater weight on the number of elderly and disabled people that require 
expensive services; and (7) the proposed formula change would enable states with low 
fhding to acquire more federal funds. 
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. cad Long Term Care. State U se of Assessment Instruments . 

(GAO/PEMD-964, Apr. 2, 1996). 
in Care Plm 

GAO examined how publicly funded programs assess the need for home and 
community-based long-term care for the elderly with disabilities. ‘I&is care is provided 
to persons living at home who, because of a chronic condition or illness, cannot care 
for themselves. Services range from skilled nursing to assistance with day-today 
activities, such as bathing and housekeeping. Under the Medicaid program, 49 states 
have obtained waivers to provide home and community-based services to low-income 
elderly persons who would otherwise need institutional care paid for by Medicaid. 
These states are responsible for developing a care plan tailored to a client’s specific 
needs. A well-designed assessment instrument helps identify all appropriate 
needs-increasing the likelihood that important aspects of the client’s situation will not 
be overlooked in care planning. Standardized administration of the assessment 
instrument increases the likelihood that the needs of all clients will be determined in 
the same way. This report provides information on the (1) comprehensiveness of 
assessment instruments, (2) uniformity of their administration, and (3) training for 
staff who do the assessments. 

. . . . . ediwd ved Cwe. More C-d Over&&t Would Improve Calif- . v (GAO/HEHS-95-87, Apr. 28, 1995). 

The Medicaid program was established to make health care more accessible to the 
poor. In many communities, however, beneficiaries’ access to quality care is far from 
guaranteed. Too few doctors and other health care providers choose to participate in 
Medicaid because of low payment rates and administrative burdens. To address the 
access problem, as well as rising costs and enrollment in its $15 billion Medi-Cal 
program (which selves about 5.4 million beneficiaries), California intends to increase 
its reliance on managed care delivery systems. This report (1) describes California’s 
current Medicaid managed care program, (2) reviews the state’s oversight of managed 
care contractors with a focus on financial incentive arrangements and the provision of 
preventive care for children, (3) describes the state’s plans for expansion, and (4) 
identifies key issues the state will face as it implements the expanded program. 

structunr\ggpDroaches Lea ve Manv Questions (GAOMEHS95103, 

Over the years, various proposals have been made to restructure the Medicaid 
program. One approach calls for providing federal block grants to the states and 
giving them increased responsibility for running the program. Under another proposal, 
Medicaid would be entirely funded and administered by the federal government. Yet 
another would split Medicaid into two programs, one encompassing acute and primary 
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care and the other long-term care. This report compares the different restructuring 
approaches and discusses their implications for federal-stite financing and 
administration of the program. GAO also provides information on the need to 
establish a federal “rainy day” fund if restrictions, such as block grants, are placed on 
federal revenues paid to states. GAO also provides the most recent data on the 
amount of federal Medicaid funds provided to each state. 

. . edmaid ud Care: Servina the Disabled Challenpes State Programs 
(GAO/HEWS96136, July 31, 1996). 

With its emphasis on primary care, restricted access to specialists, and control of 
services, managed care is seen as a way to control spiraling Medicaid costs, which 
totaled $159 billion in fiscal year 1995. So far, states have extended prepaid care 
largely to low-income families-about 30 million persons-but to few of the additional 6 
million Medicaid beneficiaries who are mentally or physically disabled. Managed 
care’s emphasis on primary care and control of services is seemingly at odds with the 
care requirements of disabled beneficiaries, many of whom need extensive services 
and access to highly specialized providers. However, because more than one-third of 
all Medicaid payments go for the care of the disabled, policymakers have been 
exploring the possibility of enrolling disabled persons in managed care plans. These 
efforts affect three key groups: disabled beneficiaries, who include a small number of 
very vulnerable persons who may be less able to effectively advocate on their own 
behalf for access to needed services; prepaid care plans, which are concerned about 
the degree of financial risk in treating persons with extensive medical needs; and the 
state and federal governments, which run Medicaid. This report examines the (1) 
extent to which states are implementing Medicaid prepaid managed care programs for 
disabled beneficiaries and (2) steps that have been taken to safeguard the interests of 
all three groups. GAO’s review of safeguards focuses on two areas: efforts to ensure 
quality of care and strategies for setting rates and sharing financial risk. 

. . Overslah of lnsutuuons for the Men@llv Retarded Should Be Strengthe 
596151, tSept. 6, 1996). 

ned 

Medicaid provides more than $5 billion each year to support state institutions that 
house and care for the mentally retarded. Despite federal standards, serious 
quality-of-care problems exist at some institutions. Insufficient staffing, lack of 
treatments to enhance patients’ independence and functional ability, and deficient 
medical and psychiatric care are some of the shortcomings that have been cited most 
frequently. In a few cases, these practices have led to injuries, illness, physical 
degeneration, and even death for some residents. States, which play a key role in 
ensuring that these institutions meet federal standards, do not always identify serious 
deficiencies and sometimes do not take adequate enforcement measures to prevent the . 
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recurrence of poor care. Although the Health Care Financing Administration has tried 
to improve the process for spotting serious deficiencies in these institutions and has 
sought to make more efficient use of limited federal and state resources, oversight 
weaknesses persist. Moreover, state surveys may lack independence because states 
are responsible for surveying their own institutions. This potential conflict of interest 
raises concern, given the decline in direct federal oversight of both care in these 
facilities and the performance of state surveying agencies. 

Soending Pressures Drive States Toward Frotzrarn Reinvention 
S95122, Apr. 4, 1995). 

The $131 billion Medicaid program is at a crossroads. Between 1985 and 1993, 
Medicaid costs tripled and the number of beneficiaries rose by more than 50 percent 
Medicaid costs are projected to rise to $260 billion, according to the Congressional 
Budget Office. Despite federal and state budgetary constraints, several states are 
exerting pressure to expand the program and enroll hundreds of thousands of new 
beneficiaries. The cost of expanded coverage, they believe, will be of&et by the 
reallocation of Medicaid funds and the wholesale movement of beneficiaries into some 
type of managed care arrangement. This report examines (1) federal and state 
Medicaid spending, (2) some states’ efforts to contain Medicaid costs and expand 
coverage through waiver of federal requirements, and (3) the potential impact of these 
waivers on federal spending and on Medicaid’s program structure overall. The 
Comptroller General summarized this report in testimony before the Congress; see 

ending Pressures Dn e States To . & Prom Rem em 
S-95129, Apr. 4, 199;; by CharleswA Bowsher CompLoller General of 

the United States, before the Ho& Committee on the Budiet. 

T-e s From Broadens 
Hs-95186, Sept. 1,1995). 

Co . verage But Faces Uncertam Fua 

In early 1993, Tennessee predicted that increases in state Medicaid expenditures and 
the loss of tax revenues used to finance Medicaid would produce a financial crisis. To 
avert a financial crisis, control its Medicaid expenditures, and extend health insurance 
coverage to most state residents, Tennessee converted its Medicaid program into a 
managed care health program-TermCare-to serve both Medicaid recipients and 
uninsured persons. GAO found that although TennCare met its objectives of providing 
health coverage to many uninsured persons while controlling costs, concerns remain 
with respect to access to quality care and managed care performance. Specifically, 
questions have been raised about Termcare’s rapid approval and implementation, lack 
of provider buy-in to the program, and delays in monitoring Termcare’s access and 
quality of care. Jn addition, the soundness of the methodology for determining and the 
resulting adequacy of the program’s capitation rates have been questioned. This 
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report discusses (1) TermCare’s basic design and objectives, (2) the degree to which 
the program is meeting these objectives, and (3) the experiences of Ten&are’s 
insurers and medical providers and their implications for Term&u-e’s future. 

Medicare: Allegations Against ABC Home Health Care (GAOIOSI-9517, July 19, 1995). 

In response to a congressional request, GAO investigated allegations against ABC 
Home Health Care, a home health agency (HHA), and its participation in Medicare’s 
home health care program. In the Medicare program, providers may receive 
reimbursement for only those expenses that are reasonable in amount and related to 
patient care for eligible patients. Current and former employees told GAO that local 
ABC office managers directed them to alter records to make it appear that patients 
continued to need home health visits. Additionally, managers directed employees to 
continue visiting patients who, in the employees’ opinions, did not qualify for home 
health care because they no longer met Medicare rules defining homebound status. 
ABC also reportedly charged Medicare for the cost of acquiring other HIUs by paying 
owners a small sum up front and the balance in the form of salary under employment 
agreements, a practice that is inconsistent with Medicare regulations for 
reimbursement. Finally, according to former employees, some managers directed 
employees to market ARC and its services with the intent of charging Medicare for 
costs that were not reimbursable. GAO has shared information concerning possible 
illegal activities with appropriate law enforcement authorities. GAO summarized this . report in testimony before the Congress; see Medicare: uatrons w ABC Home 
&g&h Care (GAO/T-0%9518, July 19, 1995),’ by Richard C. Stiener, Director, Office of 
Special Investigations, before the Subcommittee on Health and Environment and the 
Subcommittee on Oversight and Investigations, House Commerce Committee. 

. 

* 

Flexible ADDroach to ADDrOVi?l~~OnStS~ 
(GAO/HEHS-9644, Nov. 8, 1995). 

Several states have been given waivers ahowing them to use savings from managed 
care Medicaid programs to cover additional beneficiaries. GAO found that contrary to 
assertions that such waivers would be “budget neutral,” most of them could increase 
federal Medicaid expenditures. Specifically, approved spending limits for 
demonstration waivers in Oregon, Hawaii, and Florida could boost federal Medicaid 
outlays. Only Tennessee’s 1115 waiver agreement should cost no more than the 
continuation of its smaller, prewaiver program and, in fact, should yield savings. 
Federal Medicaid spending could rise significantly if the administration continues to 
show a similar flexibility in reviewing state 1115 iinancing strategies. Five waivers 
have been approved since Florida’s in late 1994, and the large backlog of pending 
waivers includes three states with large Medicaid programs-New York, Illinois, and 
Texas. Additional federal dollars are available along with other funding sources 
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identied i:: state waiver applications. GAO believes that the potential for additional 
federal funding serves as a hedge against the many uncertainties states face in 
implementing these ambitious demonstrations-including changing economic 
conditions, the accuracy of cost-containment assumptions’ the availability of 
anticipated funding cited in waiver applications, and the lack of reliable cost data on 
the uninsured. 

. . . States Efforts to Educate and I&u=oll Renefimes m Managed Care 
.,iM, Sept. 17, 1996). 

With managed care now being increasingly offered as an option for Medicaid 
recipients, reports of market$ng abuses by managed care organizations have grown, 
prompting several states to restrict direct marketing efforts by managed care 
organizations. GAO found that some managed care organizations and their agents 
have engaged in unscrupulous practices to m aximize beneficiary enrollment-and 
thereby boost plan revenues and cornmiss’ ions. These practices include bribing public 
officials to obtain confidential information on beneficiaries, paying beneficiaries cash 
and providing other incentives to sign up, deliberately misinforming beneficiaries 
about access to care, and enroIIing ineligible beneficiaries-as many as 4,800 in one 
state. To avoid these problems, many states have banned or restricted 
direct-marketing activities by managed care organizations and have retained 
responsibility for enrolhng or disenroIling Medicaid beneficiaries. This report provides 
detailed information on four states-Minnesota, Missouri, Ohio, and Washington-with 
innovative education and enrollment programs. 

. . . . md: Waiver Prw for De elomlv D&bled Is prormslng Hut Poses 
(GAO/HEHS96120, J;y 22, 1996). 

More than 300,000 adults with developmental disabilities-typically mental retardation- 
receive long-term care paid for by Medicaid or, to a lesser extent, state and local 
programs. Such long-term care often involves supervision and assistance with 
everyday activities, such as dressing or managing money. Persons with developmental 
disabilities receive more than $13 billion annually in public funding for long-term care, 
second only to the elderly. Recently, states have begun to significantly expand the use 
of the Medicaid waiver program, which seeks to provide alternatives to institutional 
care for persons with developmental disabilities. The waiver program has two 
advantages. First, it helps states to control costs by allowing them to limit the 
number of recipients being served. Without the waiver, states must serve all eligible 
persons in the regular Medicaid program. Second, it permits states to meet the needs 
of many persons with developmental disabilities by offering them a broader range of 
services in less restrictive settings, such as group or family homes, rather than in an 
institutional setting. This report examines (1) expanded state use of the waiver 
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program, (2) the growth in long-term care costs for individuals with developmental 
disabilities, (3) how costs are controlled, and (4) strengths and limitations in states’ 
approaches to ensuring quality in community settings. 

. edical ADP Svstems. Defense Aclue es . orldvvlde Den 
Care Svstem (GAO/AIMD-9639, Apr. ‘5: 199:). 

lovment of Composite Health 

As the backbone of the military’s medical operations, the Composite Health Care 
System-an automated medical system developed by the Department of Defense (DOD) 
at a cost of $2.8 billion-will provide doctors and muses with almost instant access to 
patient information, from medical history to current treatment and vital statistics. 
DOD should be able to significantly improve operations at its medical facilities while 
reducing costs. Improved appointment scheduling will increase patients’ access to 
health care, while better access to patient information will save medical personnel 
time. If DOD is to realize the system’s full potential, however, physicians and other 
health care providers must be able to access the system at all times. Although DOD’s 
backup and recovery plan provides for recovery from disruptions in computer service 
because of power outages, it does not effectively address major disruptions requiring 
the repair or the replacement of equipment damaged by a natural disaster. Health 
care providers have become dependent on the patient data in the system, so any major 
disruption could result in @ jury or even death. DOD could greatly reduce this risk by 
developing a more effective backup and recovery plan for its equipment. 

Fraud (GAO/AI&ID-9577, Aug. 11, 1995). 

Medicare continues to suffer large losses each year due to fraud. Existing risks are 
sharply increased by the continual growth in Medicare claims-both in number and in 
percentage processed electronically. Existing Medicare payment safeguards can be 
bypassed and apparently do not deter fraudulent activities. HCFA should be able to 
benefit by taking full advantage of emerging antlfraud technology to better identify and 
prevent Medicare fraud. The number and types of Medicare fraud schemes 
perpetrated in south Florida may make that area the best place to test antifraud 
systems before nationwide use. 

Medicare Claims: Commercial Technoloev Could Save Billions Lost to Billing Abuse 
(GAO/AIMD-95135, May 5, 1995). 

With an investment of only $20 million in off-the-shelf commercial software, Medicare 
could save nearly $4 biIl.ion over 5 years by detecting fraudulent claims by 
physicians-primarily manipulation of billing codes. On the basis of a test in which 4 
commercial firms reprocessed samples of more than 20,000 paid Medicare claims, 
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GAO estimates that the software could have saved $603 milhon in 1993 and $640 
million in 1994. GAO estimates that because beneficiaries are responsible for about 22 
percent of the payment amounts-mainly in the form of deductibles and 
copayments-Medicare could have saved them $134 million in 1993 and $142 million in 
1994. The test resuhs indicate that only a smaU portion of providers are responsible 
for most of the abuses: fewer than 10 percent of providers in the sample had 
miscoded claims. GAO summarized this report in testimony before the Congress; see . . . care Cl-use. Comercial Software Could Sa e Hundreds of 
s (GAOR‘-AIMD-95133, May 6, 1995), by Frank ‘;. Reilly, Director of . . 

Information Resources Management in the He&h, Education, and Human Services 
Area, before the Subcommittee on Labor, Health and Human Services, Education, and 
Related Agencies, Senate Committee on Appropriations. 

IS 
Seri& (GAO/I%&958, Feb. 1995). 

In 1990, GAO began a special effort to identify federal programs at high risk of waste, 
fraud, abuse, and mismanagement. GAO issued a series of reports in December 1992 
on the fundamental causes of the problems in the high-risk areas. This report on 
Medicare claims is part of the second series that updates the status of this high-risk 
are& Readers have the following three options in ordering the high-risk series: (1) 
request any of the individual reports in the series, including the Overview (RR-95-l), 
the Guide @R-952), or any of the 10 issue area reports; (2) request the Overview and 
the Guide as a package (HR-9521SET); or (3) request the entire series as a package 
@I&952OSET). 

are Dru~r and Nutrient Prices (GAO/HEHS9%22R, Oct. 11,1996). 

Medicare part B covers (1) drugs that are incident to physician services and are not 
seIf-administered and (2) tube-fed Iiquid nutrients for patients who cannot ingest food 
oraUy or whose digestive systems are impaired. Reports by the Department of Health 
and Human Services Office of Inspector General have indicated that the prices paid by 
Medicare for some medications and nutrients are higher than necessary and 
recommended reduced reimbursement for these items. Also, a home infusion and 
nutritional service provider GAO contacted had collected data indicating that Medicare 
payment levels for some drugs were much higher than the provider’s cost to acquire 
them. 

Earlv esoluuon of Overcues for Theragv II-I Nursing Homes Is UnI&& 
,6-l,“,, Aug. 16, 1996). 

Nursing homes and therapy companies continue to bilI Medicare at very high rates for 
occupational and speech therapy. Moreover, the bills do not specify the amount of 
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time spent with patients or the treatments provided. The weaknesses that GAO 
reported more than a year ago-the lack of salary guidelines,setting limits on Medicare 
reimbursements for occupational and speech therapist’s services and unclear billing 
for these services-persist. Although HCFA recognized as early as 1990 that 
inappropriate charges for occupational speech therapy were a problem, it is still trying 
to establish salary equivalency guidelines for these services. HCFA proposed 
guidelines based on a Bureau of Labor Statistics survey of average salaries for hospital 
therapists, but the industry was not satisfied and did its own survey. HCFA is now 
analyzing those survey results. The prospect for a quick resolution to the billing 
problem with therapy services is unlikely. Historically, it has taken HCFA years to 
reduce high payment rates for supplies or setices. Given the typical time involved in 
meeting federal notification and publication requirements for changing Medicare 
prices, salary equivalency guidelines may not be implemented until the summer of 
1997 at the earliest. GAO urges the Congress to consider granting HCFA legislative 
relief from these requirements. 

. edicare. . Enrollment Gr wth and Pavmmt Practices fo 
(GAO/HEHS96-33, Nov. 2;, 1995). 

r Kidnev Dialvsis Services 

Medicare is the predominant health care payer for people with end-stage renal 
disease-the permanent and irreversible loss of kidney function. Medicare’s cost for 
this program has increased, mainly because of the substantial increase in new program 
enrollees. The annual rate of increase averaged 11.6 percent between 1978 and 1991. 
In addition to the rise in enrollment, the mortality rate for new patients decreased. 
For example, deaths among beneficiaries during the first year in the program fell from 
28 percent to 24 percent between 1982 and 1991. Because the program began in 1973, 
technological advances and greater availability of kidney dialysis machines have meant 
that persons who were not considered good candidates for kidney dialysis in 
197~those 65 years old or older and those whose kidney failure was caused by 
diabetes and hypertension-are now routinely placed on dialysis. GAO’s review of 
medical services and supplies provided to all Medicare end-stage renal disease patients 
in 1991 shows that no separately billable service or supply was provided often enough 
to make it a good candidate to be considered part of the standard dialysis treatment 
and thus included in a future composite rate. 

edmare. E e s . avme fo Medical SunDlies Continue Desnite lmnrovements 
~AO/HEH&:7~:g. 8, ;:5). r 

ln fiscal year 1994 alone, Medicare was billed more than $6.8 bion for medical 
supplies. Congressional hearings and government studies have shown that Medicare 
has been extremely vulnerable to fraud and abuse in its payments for medical 
supplies, especially surgical dressings. In one case discussed in congressional 
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testimony in 1994, Medicare paid more than $15,000 in claims for a month’s supply of 
surgical dressings for a single patient, apparently without reviewing the 
reasonableness of the claims before payments. Until recently, medical suppliers had 
considerable freedom in choosing the Medicare contractors that would process and 
pay their claims. Some exploited this freedom by “shopping” for contractors with the 
weakest controls and highest payment rates. This report discusses the (1) 
circumstances allowing payment for unusually high surgical dressing claims and (2) 
adequacy of Medicare’s internal controls to prevent paying such claims. 

Apr. 10, 1996). 
(GAOMEHS-9620, 

In the past decade, Medicare costs have risen on average more than 10 percent per 
year. Expanding managed care options for Medicare patients has been proposed as a 
way to contain costs. Concerns have been raised, however, that such changes may 
undermine the quality of care provided to Medicare beneficiaries. Currently, Medicare 
reimburses only for care provided in health maintenance organizations (HMO) and by 
the fee-for-service sector. This report (1) discusses the present and future strategies 
of HCFA, which administers the Medicare program, to ensure that Medicare providers 
furnish quality health care in both fee-for-service and HMO arrangements and (2) 
provides the views of experts on attributes a quality assurance program should have if 
more managed care options are made available to Medicare beneficiaries. 

Promnt Better HMO 
Performance (GAO/HEHS-97-23, Oct. 22, 1996). 

Until recent years, nearly all Medicare beneficiaries received care through a 
fee-for-service arrangement, with benefits and cost-sharing provisions standardized 
nationwide. Today, however, nearly 4 million beneficiaries have opted for health 
maintenance organizations (HMO), Medicare’s leading managed care alternative. 
Although HMOs must cover the benefits available under traditional fee-for-service 
Medicare, they differ from one another in the provision of additional benefits, required 
premiums, provider networks, and ability to satisfy members. As a result, 
beneficiaries need reliable information to pick the plan that is right for them. Some 
beneficiaries do not understand even the basic difference between traditional Medicare 
and HMOs and may confuse HMOs with supplemental “Medigap” insurance. Moreover, 
some HMO sales agents have misled or used other questionable marketing practices to 
enroll poorly informed beneficiaries. This report reviews (1) the performance of 
HCFA, which administers Medicare, in providing beneficiaries with enough information 
on Medicare HMOs and (2) the usefss of readily available HCFA data to caution 
beneficiaries about poorly performing HMOs. 
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Medicare Hosoiti Pawnen& (GAOHEHS-95158R, May 25, 1995). 

GAO provided information on the growth in Medicare hospital payments, focusing on 
the annual payment growth rates for various types of hospitals. GAO noted that (1) 
while general inflation grew about 3.5 percent annually from 1984 through 1992, 
hospital payments per discharge grew at an annual rate of 5.4 percent; (2) major 
teaching hospitals averaged a 5.7 percent annua.I payment growth rate and nonteaching 
hospitals averaged a 5.3 percent annual payment growth rate; (3) hospitals receiving 
disproportionate share payments had a higher per discharge payment growth rate than 
hospitals not receiving such payments; (4) larger hospitals in both urban and rural 
settings had higher payment growth rates; (5) government-owned hospitals had higher 
payment growth rates than vohmtary or proprietary hospitals; (6) increased payments 
did not necessarily translate to increased profits, since expenses were not accounted 
for, and (7) case complexity grew more rapidly among large urban and rural hospitals, 
which partially explains their higher payment growth rate. 

. 0 Overslgbt Could &uxo ve C&tlitv and Access to Care 
(GAOIHEHS95165, Aug. 3, 1995). 

This report discusses problems that HCFA has had monitoring HMOs it contracts with 
to provide services to Medicare beneficiaries and ensuring that they comply with 
Medicare’s performance standards. GAO found weaknesses in HCFA’s quality 
assurance monitoring, enforcement measures, and appeal processes. Although HCFA 
routinely reviews HMO operations for quality, these reviews are generally pe&tnctory 
and do not consider the financial risks that HMOs transfer to providers. Moreover, 
HCFA collects virtually no data on services received through HMOs to enable it to 
identify providers who may be underserving beneficiaries. In addition, HCFA’s HMO 
oversight has two other major limitations: enforcement actions are weak and the 
beneficiary appeal process is slow. HCFA’s current regulatory approach to ensuring 
good HMO performance appears to lag behind the private sector. GAO summarized 
this report in testimony before the Congress; see Medicare: Increased Federal . rqg& of HMOs Cot&&uxo e C&&v of and Access to Care 
(GAO/T-HEHS-95229, Aug. 3, 19;5), by Sarah F. Jaggar, Director of Health Financing 
and Public Health Issues, before the Senate Special Committee on Aging. 

. . care HMOs. &pld Enrobent Growth Concwd m Selected States 
(GAO/HEHS-96-63, Jan. 18, 1996). 

Private-sector insurers cite extensive use of HMOs and other managed care 
approaches as a key factor in slowing the growth of their insurance premiums. As a 
result, part of the current interest in controlling Medicare costs has centered on ways 
to increase HMO use among Medicare beneficiaries. This report provides information 
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on trends in the number of (1) Medicare beneficiaries enrolling in HMOs and (2) 
HMOs enrolling beneficiaries. GAO analyzed these data for factors that might be 
influencing decisions by HMOs to enroll Medicare beneficiaries and decisions by 
beneficiaries to enroll in HMOs. GAO found that about 2.8 million Medicare 
beneficiaries-about 7 percent of the total-were enrolled in risk-contract HMOs as of 
August 1995. This was double the percentage enrolled in 1987. The growth has been 
particularly rapid during the past 4 years and has centered on certain states. 
California and Florida, for example, have more than half of all enrollees. : 

. . . . . . alth Uti&@on mds While Prom Controls DeterroraQ 
(GAO/HEH!S-9616, Mar. 27,1996). 

Use of the Medicare home health benefit has increased dramatically, with spending 
rising from $2.7 billion in 1989 to $12.7 billion in 1994. Costs are projected to reach 
$21 billion by the year 2000. In earlier reports (GAO/HRD-81-155 and GAO/HRD-87-9), 
GAO cited lax controls over the use of the home health benefit and recommended 
measures to improve Medicare’s ability to detect claims that were not medically 
necessary or did not meet the coverage criteria. Medicare’s escalating home health 
outlays continue to raise concerns about the extent of benefit abuse. This report 
examines the factors underlying the growth in the use of the home health benefit 
GAO discusses (1) changes in the composition of the home health industry, (2) 
changes in the composition of Medicare home health users, (3) differences in 
utilization patterns across geographic areas, (4) incentives to overuse services, and (5) 
the effectiveness of payment controls in preventing payments for services not covered 
by Medicare. 

e med Grout@ (GAO/HEHS9693R, May 1,1996). 

Pursuant to a legislative requirement, GAO examined Medicare insured groups, 
focusing on (1) the status of the demonstration program and individual projects and 
(2) efforts to establish a reliable payment system. GAO found that (1) with the 
passage of the Omnibus Reconciliation Act of 1987, five groups had entered into 
agreements with HCFA to operate Medicare insured groups; (2) HCFA expenditures 
for the agreements totalled $1.1 million over the last 8 years; (3) all the agreements 
have been terminated due to concerns over the projects’ financial viability; (4) HCFA 
terminated one of the projects after experiencing prolonged delays and problems with 
contract negotiations; (5) another company encountered delays in obtaining employer 
commitments and data needed for rate-setting analysis; (6) the most recent group to 
terminate had developed an operating plan and proposed a payment rate-setting 
method before experiencing lengthy delays and problems with payment update 
methodology; (‘7) the proposed payment methodology would have established a base 
rate using 1986 to 1990 claims data and updated the rate on the basis of revised per 
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capita costs; and (8) in using more recent claims data, groups would have faced 
financial risk, as well as additional time and expense. 

lMe&c=e Mawsed C=e Growl p E~0h-m Adds U 
. . . 

J+oblem (GAO/HEHS9;21, No1?8, 1995). 
reencv to Fhna HMO Pavment 

Enrollment of Medicare beneficiaries in HMOs has soared in recent years, 
concentrated in some states and locales. This rapid growth in enrollment highlights 
the urgency of correcting Medicare’s excessive payment rates to HMOs-particularly in 
certain areas. Likewise, enrollment stagnation elsewhere underscores the need to 
examine the causes of payment rate disparities among states and counties. Medicare’s 
HMO payment method is plagued by three flaws. First, the rigidity of the 
formula-based tied payment rate does not allow Medicare to capitalize on the 
competition among HMOs that, in the private market, leads to lower rates. Second, 
rate a~ustments for differences in beneficiaries’ health status are so imprecise that 
Medicare overpays HMOs that enroll beneficiaries who are in good health. Third, the 
reliance on a county’s fee-for-service health care costs to establish a payment rate 
produces rates that vary considerably within market areas. GAO concludes that a 
sensible approach would be to pursue three promising strategies concurrently-foster 
price competition among HMOs, improve risk adjusters’ accuracy, and allow for 
adjustments in the current formula to reflect market competition and HMO’s local 
health care costs. HCFA plans demonstration projects using competitive bidding and 
unproved risk aaustment but results of a full-scale evaluation of these projects are 
years away. In the interim, HCFA should promptly gather and use valuable design and 
implementation data as they become available. HCFA’s legislative authority to carry 
out these projects does not address managed care options explicitly, which raises 
questions about HCFA’s authority to mandate HMO participation in the projects. 

care mged Care Growth (GAO/HEHS96-47R, Oct. 18, 1995). 

Pursuant to a congressional request, GAO reviewed the growth of Medicare 
beneficiaries in managed health care plans. GAO noted that (1) although more than 50 
percent of employees covered by employer-provided insurance are enrolled in 
managed health care plans, fewer Medicare beneficiaries are enrolled in such plans; 
(2) the only managed care option Medicare offers is HMOs and they are not uniformly 
available; (3) the percentage of Medicare beneficiaries enrolled in an HMO has 
increased from about 3 percent in 1987 to about 7 percent in 1995; (4) although 
Medicare beneficiaries are increasingly choosing HMOs, about 87 percent of these 
beneficiaries live in 10 states, while about 55 percent live in just 2 states; and (5) only 
3 states have Medicare HMO enrollment of 20 percent or more, while 7 states have 
non-Medicare HMO enrollments of 30 percent or more. 
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Medicare contractors routinely pay hundreds of millions of dollars in Medicare claims 
without first determinin g if the services provided are necessary. GAO reviewed 
payments to doctors for six groups of high-volume medical procedures-ranging from 
eye examinations to chest X rays-that accounted for nearly $3 billion in Medicare 
payments in 1994. GAO also surveyed 17 contractors to determine if they had used 
medical-necessity criteria in their claims processing to screen for these six groups of 
procedures. For each of the six groups, more than half of the 17 contractors failed to 
use automated screens to flag claims for unnecessary, inappropriate, or overused 
treatments. These prepayment screens could have saved millions of taxpayer dollars 
now wasted on questionable services. Problems with controlling payments for widely 
overused procedures continue because HCFA lacks a national strategy to control these 
payments. HCFA now relies on contractors to focus on procedures where local use 
exceeds the national average. Although this approach helps reduce local overuse of 
some procedures, it is not designed to control overuse of a procedure nationwide. 
GAO summarized this report in testimony before the Congress; see we: Millipns . Saved bv s for Overused m (GAO/T-HEHS96-86, Feb. 8, 
1996), by Sarah F. Jaggar, Director of Health Financing and Public Health Issues, 
before the Subcommittee on Human Resources and Intergovernmental Relations, 
House Committee on Government Reform and Oversight 

, t ; (GAO/HEHS95214R, July 18, 1995). 

GAO provided information on Medicare reimbursement of providers’ legal expenses, 
focusing on (1) the conditions that Medicare imposes on provider legal expense 
reimbursements and whether these conditions differ from those applied in other 
government contexts, (2) the amount Medicare spends on providers’ legal expenses, 
and (3) whether Medicare providers have abused current provisions covering legal 
expense reimbursement. GAO noted that (1) HCFA has not specified the conditions 
under which legal fees are reimbursable; (2) Medicare decides whether providers’ legal 
fees are reimbursable on a case-by-case bas.& (3) the provisions for reimbursing 
Medicare providers’ legal fees are more generous than those in other government 
contexts in that providers can be reimbursed by Medicare regardless of outcome and 
providers’ legal expenses are not capped; (4) in 1994,46 HHAs had a combined total 
of $6.5 million in legal expenses; and (5) HHAs are more likely to submit claims for 
Medicare reimbursement and to appeal denied cost adjustments, despite limited 
chances of success. 
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Medicare Secondarv Paver Program (GAOA-IEHS-95101R, Mar. 6, 1995). 

GAO provided information on and suggested language for proposed legislation 
regarding the recovery of health care costs from private insurers where Medicare is 
the secondary payer. GAO noted that (1) the proposed legislation would give a clearer 
statutory basis for existing Medicare regulations on cost recovery from private 
insurers, which were recently invalidated by a court ruling; (2) HHS is also preparing a 
legislative proposal to address this and other Medicare issues; (3) the government may 
have to refund millions of dollars in past recoveries and forego future recoveries 
because of the court ruling; and (4) the court ruling barred recoveries from third-party 
administrators and claims filed past the insurers’ filing deadlines and before 1989. 

. . . odern mnt &r-es Needed to Curb B&ons m 
(GAOHEHS95210, Sept. 19, 1995). 

Medicare’s vulnerability to billions in unnecessary payments stems from a combination 
of factors. First, Medicare pays higher than market rates for some services and 
supplies. For example, Medicare pays more than the lowest suggested retail price for 
more than 40 tJrpes of surgical dressings. Second, Medicare’s anti-fraud-and-abuse 
controls do not prevent the unquestioned payment of claims for improbably high 
charges or manipulated billing codes. Third, Medicare’s checks on the legitimacy of 
providers are too superficial to detect the potential for scams. Various health care 
management strategies help private payers avoid these problems, but Medicare 
generally does not use these strategies. The program’s pricing methods and controls 
over utilization, consistent with health care financing and delivery 30 years ago, have 
not kept pace with major tiancing and delivery changes. GAO believes that a viable 
strategy for remedying the program’s weaknesses would involve adapting the health 
care management approach of private payers to Medicare’s public payer role. This 
strategy would include (1) more competitively developed payment rates, (2) enhanced 
fraud and abuse detection efforts through modernized information systems, and (3) 
more rigorous criteria for granting authorization to bill the program. 

r Rules Needed to Curt& Overcbees for Theranv m Nuns= Homes 
(GAO/HEHS9523, Mar. 30, 1995). 

Nursing homes and rehabilitation centers are taking advantage of ambiguous payment 
rules and the lack of guidelines to bill Medicare at inflated rates for therapy services. 
State averages for physical, occupational, and speech therapists’ salaries range from 
about $12 to $25 per hour, but Medicare has been charged upwards of $600 per hour. 
The extent of overcharging and its precise impact on Medicare outlays are unclear; 
however, billing schemes uncovered in recent years suggest that the problem is 
nationwide and growing in magnitude. Extraordinary markups on therapy can result 
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from provrders exploiting regulatory ambiguity and weaknesses in Medicare’s payment 
rules. Payment rules and procedures developed when the therapy industry was much 
smaller and less sophisticated have proved no match for increasingly complex 
business practices designed to generate increased Medicare revenue and skirt program 
controls. Although the overbilling problem has been known since 1990, no action has 
been taken to close loopholes that allow payment for these overcharges. 

Although the Medicare program covers a substantial share of its beneficiaries’ health 
expenses, it does require deductibles and coinsurance that can amount to thousands 
of dollars a year. Most beneficiaries obtain private insurance to supplement Medicare 
when they become eligible for the program at age 65. On occasion, beneficiaries 
decide to change Medigap policies and may then become subject to medical 
underwriting; that is, the insurer can take into account a person’s health status or 
medical history in deciding whether to sell a policy. GAO found that few beneficiaries 
decide later to change their policies and those that do have at least one alternative for 
changing without being subject to medical undedting. These alternatives, however, 
are not guaranteed by federal law, and it is possible that circumstances could change 
in the future. Federal Medigap law could be amended to furnish such a guarantee to 
beneficiaries who have been continuously covered by Medigap. Such a change should 
not have any major effect because it would not alter beneficiary incentives for 
Medigap coverage. 

. . . . . ers Cwce lth Federal m & R~QQ 
Au:23, 1995). Standards. 198893 (GAO/HE;96151, 

The Medigap market grew steadily from 1988 to 1993, from $7.3 billion to $12.1 billion. 
Medigap insurers’ aggregate loss ratios were relatively stable during the first 4 years of 
that period. During the next 2 years, however, these ratios fell about 10 percent, to an 
aggregate 75 percent for individual policies and 85 percent for group policies. In 1991, 
19 percent of Medigap policies failed to meet loss ratio standards; this rose to 38 
percent by 1993. The premium dollars spent on such policies increased from $320 
million in 1991 to $1.2 billion in 1993. If insurers had been required to give refunds or 
credits on substandard policies, as they will in the future, policyholders would have 
been due about $124 million during 1992 and 1993. 

. Floria (GAO/HEHS96llR, Oct. 2, 1995). 

Pursuant to a congressional request, GAO provided information on how the proposed 
MediGrant Program will affect Florida’s federal Medicaid funding between fiscal years 
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1996 and 2002. GAO noted that (1) Florida state officials estimated that Florida would 
receive $7.6 billion less under the proposed MediGrant program than it does under 
current law; (2) between 1996 and 2002 Florida is expected to match $30.6 billion 
under the current Medicaid spending law and $15.8 billion under the MediGrant 
proposal; (3) the MediGrant program would phase in a new formula by guaranteeing 
minimum growth rates for some states and placing limits on the maximum growth a 
state could receive each year; and (4) the MediGrant program would increase Florida’s 
share of federal Medicaid funding from 3.67 percent in Cal year 1994 to 4.13 percent 
in Gscalyear 2002. 

emenQ (GAO/HEHS-95146R, May 5, 1995). 

GAO provided information on Michigan’s 1995 Medicaid funding arrangements. GAO 
noted that (1) Michigan has been among the most successful states in obtaining 
additional federal Medicaid funds; (2) since fkal year 1991, Michigan has reduced its 
Medicaid costs by $1.8 billion due to a variety of financing partnerships with medical 
providers; (3) most federal matching funds paid to providers have been returned to the 
state, thus reducing state appropriations; (4) although federal legislation has curtailed 
certain iinancing practices, Michigan has found new ways WI obtain federal matching 
funds, such as using provider donations to makmize federal funds and reduce state 
costs; (5) Michigan’s use of intergovernmental transfers could reduce Medicaid costs 
by an additional $428 million in fiscal year 1995; (6) Michigan expects to obtain over 
$414 million in federal matching funds in fkaI year 1996; (7) Michigan should realize 
a net benefit of $196.5 million in fiscal year 1995 by adjusting nursing home and 
mental health Medicaid services payments; and (8) Michigan determined that it could 
make additional hospital outpatient payments of $40 million without exceeding 
established cost limits for such services. 

I . . . edlwtance Fam (GAO/HEHS9612R, Oct. 2, 1995). 

Pursuant to a congressional request, GAO provided information on Montana’s medical 
assistance facilities (MAF), focusing on the (1) cases treated and services performed 
at MA&; (2) costs to Medicare for inpatient services provided at MAFs compared to 
the costs at acute-care hospitals; and (3) number of hospitals that might qualify as 
MAF’s if the program was expanded nationwide. GAO noted that (1) MAFs mainly 
serve patients with uncomplicated conditions or stabilize patients with more severe 
conditions before transferring them to full-service hospitals; (2) MAF’s serve as 
primary care providers for Medicare beneficiaries living in rural areas; (3) Medicare 
costs are generally less at MAF’s than if the same patients had been treated at non- 
MAF’s; (4) patients who are transferred from MAF’s to acute-care hospitals increase 
Medicare costs, because the two facilities receive payments for the same patient; and 
(5) if the MAF or a similar program for rural hospitals in seven other states were 
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expanded nationwide academic researchers estimated that although over 500 hospitals 
meet the qualifying criteria for MAFs, no more than 150 hospitals would convert to 
such limited service centers. 

. . . . HonDhvaaan SD(xlah.m (GAO/HEHS-96135R, May 29, 199s). 

Pursuant to a congressional request, GAO provided information on the policies and 
procedures governing the participation of certain nonphysician health specialists in 
several federal health care programs. GAO noted that (1) although nonphysician 
specialists are authorized to participate and provide services in federal health care 
programs, participation requirements and allowable services vary among and within 
the programs; (2) participation requirements vary as to training, supervision, and 
specialty autonomy; and (3) some agencies that administer federal health programs are 
more involved in setting requirements and establishing service parameters for 
nonphysician specialists than other agencies. 

. . . . . ivance Drrective 
ess Uncertain (GAO/HEHZ%Q5135, Aug. 28, 1995). 

The Congress passed the Patient Self-Determination Act in 1990 ti reinforce 
individuals’ constitutional right to decide their final health care. The act requires 
health care providers to increase. public awareness about the use of “advance 
directives”-a living will or health care power of attorney. An advance directive spells 
out how life-support decisions should be carried out should the patient become 
terminally iii and unable to communicate his or her wishes. This report provides 
information on the act’s implementation and on the effectiveness of advance directives 
in ensuring patient selfdetermination. GAO looked at the extent to which (1) 
institutional health care providers and the federal government are complying with the 
act’s provision, (2) the public uses advance directives to express their end-of-life 
treatment wishes, and (3) an advance directive affects a patient’s desired care. 

. . . . . . . ctxe Gm. wd Car-s C-e Gmd&es to Meet Loca 
m (GAOHEHW695, May 30, 1996). 

The inappropriate use of medical services can be costly and raises quality-of-care 
concerns. For example, a 1988 study found that 14 percent of bypass surgeries were 
performed inappropriately. To narrow the gap between current and optimal practice, 
some federal agencies and other groups develop clinical practice guidelines on the 
best practices for effective and appropriate care. Managed care plans, which employ 
various techniques intended to reduce inappropriate care, are likely sites of guideline 
use. This report discusses (1) the purposes clinical practice guidelines serve and (2) 

32 GAOAEHS-98-101R Agiug Issues 



. 

ENCLOSURE I ENCLOSLJRE I 

how health plans make use of already published guidelines developed by federal 
agencies and other groups. 

. . . . escrmtion Drugs and the Elderlv. Manv StrIl Rece ive Potentiallv Ha Drugs 
smte Recent Imorovements (GAOHEHS95152, July 24,1995). 

The inappropriate use of prescription drugs is particularly hazardous for the elderly. 
Not only do they use more prescription drugs than any other age group, the elderly 
are more likely to take several drugs at once, increasing the likelihood of harmful drug 
reactions. Furthermore, the elderly do not eliminate drugs from their systems as 
efficiently as younger patients because of decreased liver and kidney function. GAO 
found that 17.5 percent of nearly 30 million noninstitutionalized Medicare recipients 
aged 65 or older used at least one drug identiiied as generally unsuitable for elderly 
patients since safer alternative drugs exist Inappropriate prescription drug use can 
result from doctors using outdated prescribing practices, pharmacists not doing drug 
utilization reviews, and patients not telling their doctors and pharmacists about all the 
drugs they are taking. Recent initiatives are seeking to address this problem. Federal 
and state efforts have encouraged the development and dissemination of detailed 
information on the effect of prescription drugs on the elderly, and the medical 
community is urging doctors to increase their knowledge of geriatrics and elderly 
clinical pharmacology. At the same time, drug utlhxation review systems now allow 
prescriptions to be screened before they are filled to identify potential problems, such 
as adverse drug interactions or inappropriate dosage levels. Changes in the health 
care delivery system may also help reduce inappropriate use of prescription drugs. For 
example, managed care plans, through the use of controls such as a “gatekeeper,” 
could potentially improve the coordination of drug therapies for newly enrolled elderly 
patients. 

Can Heh Promote 

Inappropriate use of prescription drugs can lead to drug-induced iIlness, 
hospitalization, and even death. Inappropriate drug use can also prove expensive for 
the Medicaid program. As a result, the Congress mandated that states establish 
utilization review programs-called prospective reviews-to review Medicaid 
prescriptions before drugs are dispensed. Automated prospective drug utilization 
review systems are proving a low-cost way for states to help both doctors and 
pharmacies safeguard Medicaid recipients from potentially harmful medical reactions. 
Although the main emphasis of these systems-appropriately-has been safety, both 
safety benefits and dollar savings accrue from their use. Because results vary on the 
basis of how such systems are administered, it is important that states share their 
experiences. Absent any analysis of data from the Iowa demonstration project or any 
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concerted effort by HCFA to collect and share other states’ experiences, states have 
had only limited access to both safety and cost data-inform$ion that is critical to 
informed decisionmaking and to maximizing the effectiveness and efficiency of 
automated prospective drug utilization review systems. 

Prevew Abusive Medicare Bm (GAO/HEHS95260R, Sept. 5, 1995). 

GAO discussed its recommendations for preventing abusive billing practices for 
therapy services furnished to nursing home residents who are covered by Medicare 
and whether the recommendations can be implemented legislatively. GAO noted that 
(1) Medicare law could be amended to require HI-IS to establish the requirements 
recommended as well as a higher limit on the amount that Medicare will recognize as 
reasonable for therapy services; (2) expense claim limits could be set at the amount 
established under Medicare’s part B fee schedules for therapy services; (3) establishing 
an upper limit would partially define billable units of service, since the procedure 
codes for occupational and speech therapy do not define the amount of time the codes 
cover; and (5) proposals have been made to require nursing homes to bill for the 
services provided to their residents, whether payment is sought from part A or part B 
fee schedules. 

. -- . . , HealthInsllrance.011~ Rely on g 
m Trade-Of& (GAO/HEHSQ7-8, Nov. 25, 1996). 

Most Americans obtain health insurance coverage through their jobs or through 
government programs like Medicare and Medicaid. About IO.5 million Americans, 
however, purchased private health insurance for themselves or their families in 1994. 
The family farmer, the recent college graduate, the early retiree, and the employee of a 
company that does not offer health insurance coverage are all examples of persons 
who are often not covered in a voluntary, employment-based insurance market. 
Integrating the individual market into health insurance reform proposals has been a 
thorny issue at both the federal and state level, in part because of the paucity of 
information on the nature of this market and the characteristics of its participants. 
This report discusses the (1) size of the individual market, recent trends in it, and the 
demographic characteristics of its participants; (2) market structure, including how 
persons access the market, the prices and other characteristics of health plans offered, 
and the number of individual carriers offering plans; and (3) insurance reforms and 
other measures states have taken to improve individuals’ access to health insurance. 

. . . . PsvcmlM oversrght (GAO/HEHS96-132R, May 24, 1996). 

Pursuant to a congressional request, GAO reviewed federal and state oversight of 
state-operated and private psychiatric hospitals. GAO noted that (1) as of August . 
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1995, 702 psychiatric hospitals were certified to participate in Medicare and Medicaid; 
(2) to become certified for participation in Medicare and Medicaid, psychiatric 
hospitals must satisfy general hospital requirements for health and safety, and special 
psychiatric hospital requirements for active treatment; (3) hospital medical records 
must reflect the degree of active treatment and hospitals must have qualified staff to 
evaluate and treat patients, (4) HCFA requires states to conduct surveys of psychiatric 
hospitals to determine whether they satisfy certification requirements; (5) surveys of 
psychiatric hospitals include examinations of hospital and patient records, direct 
observations of patients, and interviews with staffs and patients; (6) as of August 1995, 
most certified psychiatric hospitals satisfied HCFA requirements for medical records 
and sWing; and (7) the failure to evaluate a patient’s strengths when developing a 
treatment plan, specify each patient’s treatment goals, and indicate the methods of 
treatment were the most common deficiencies cited in surveys of psychiatric hospitals 
that failed to satisfy HCFA certification requirements. 

. . blic Health. A I&&h Status wr for T-g Federal Aid to States 
(GAO/HEHSQ7-13, Nov. 13, 1996). 

Premature mortality is the best single proxy for reflecting differences in the health 
status of states’ populations as measured by both the Healthy People 2000 indicators 
and the ReliaStar index. GAO’s analysis showed that using premature mortality to 
distribute federal funding for core public health functions would systematically target 
federal assistance to states on the basis of their populations’ rates of mortality, disease 
incidence, and risk for mortality and morbidity. Several other variables, including the 
proportion of states’ populations that are poor or minorities, were also found to be 
correlated with health status differences as measured by the Healthy People 2QQQ 
indicators and the ReliaStar index. However, including these variables along with 
premature mortality did not significantly enhance GAO’s ability to differentiate the 
health status of state populations. Moreover, improving the targeting of funds beyond 
that obtained by using premature mortality alone would require using several 
additional variables, which would add-to the complexity of the allocation formula. 

ed . . . . Nursu~ FacWes . . . Annro al Process for Certain Servlces Mav Result m HI- 
Medic= Costs (GAO/HRHS-97-l; Dec. 20, 1996). 

Skilled nursing facilities provide posthospital care for people who need more care than 
is available in the home. Medicare payments to these facilities have grown rapidly, 
from $456 million in 1983 to nearly $11 billion in 1996. The number of facilities that 
have sought and been granted payments higher than those normally allowed by 
Medicare has also grown, from a total of 80 during fiscal years 1979-92 to 552 in fiscal 
year 1995. The skilled nursing facility industry contends that the higher payments are 
justified because these facilities care for more complex and costly patients than they 
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did in the past. However, GAO did not find that skilIed nursing facihties that collected 
the higher fees had a larger proportion of patients requiring complex care than did 
other facilities. Moreover, in the area of therapy, which could be indicative of 
complex care needs, GAO found no mdor differences in the amount and types of 
therapy provided. Although the number of skilled nursing facilities granted exceptions 
to routine cost limits under Medicare soared from 62 in fiscaI year 1992 to 552 in 1995, 
the Health Care Financing Administration’s review process for exception requests does 
not ensure that facilities actually provide atypical services to their Medicare patients. 
In addition, the patient-specific data obtained from requesting skilled nursing facilities 
generally are not used to assess whether the Medicare beneficiaries need or receive 
atypical services. 

tica (GAO/HEHS96-76R, Jan. 23, 1996). 

Pursuant to a congressional request, GAO provided information on state Medicaid 
huxing arrangements in Michigan, Tennessee, and Texas. GAO noted that (1) until 
HCFA ruled in 1985 that states could use Medicaid provider donations to reduce their 
share of Medicaid expenditures, states could only use provider donations for the cost 
of training administrative personnel; (2) Michigan raised $634 million for its Medicaid 
program through hospital donations and federal matching funds in ikcal years 1991 
through 1993, allowing it to fund $566 million in additional Medicaid payments (3) in 
1993, Tennessee required certain medical providers to pay a $2,600 tax on their 
nursing home beds and a 6.75percent tax on services, but it discontinued the hospital 
services tax in 1994 when it implemented the Ten&are program; (4) Tennessee 
earned $458 million from nursing home and hospital taxes in iiscal year 1993 and 
received $954 million in federal matching funds, which accounted for over half of its 
1993 Medicaid spending; (5) the Congress enacted legislation in 1993 that restricted 
state financing arrangements by limiting disproportionate share hospital (DSH’) 
program payments, causing states to modify their DSH programs and overall DSH 
payments to decline; and (6) despite the 1993 legislation, states were able to use 
intergovernmental transfers and other creative funding arrangements to reduce their 
share of Medicaid costs. 

. iopnlent. Status of Urban EmnO werment Zones (GAOAXED-97-21, 

The Empowerment Zone and Enterprise Community Program targets federal grants to 
distressed urban and rural communities for social services and community 
redevelopment and provides tax and regulatory relief to attract or retain businesses in 
distressed communities. This report focuses on six urban empowerment zones that 
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receive most of the program’s funds-Atlanta, Baltimore, Chicago, Detroit, New York, 
and Philadelphia/Camden. GAO discusses the (1) status of the program’s 
implementation in the urban empowerment zones, including the extent to which public 
housing officials and residents have been involved; (2) factors that participants believe 
have either helped or hindered efforts to carry out the program; and (3) plans for 
evaluating the program. 

. Boushe ComsebEt Demonmam Prom m (GAO/RCED-96‘238R, Sept. 16, 1996). 

The National Affordable Housing Act of 1990 required GAO to report on the 
effectiveness of a U.S. Department of Housing and Urban Development prepurchase 
and foreclosure-prevention counseling demonstration program. This counseling was 
intended to (1) reduce defaults and foreclosures on singl*farnily mortgages insured by 
the Federal Housing Administration @‘HA), (2) encourage responsible and prudent use 
of such mortgages, (3) help homeowners with FHA mortgages keep their homes, and 
(4) encourage the availability and expansion of home ownership through the FHA 
mortgage insurance program. The act required that the demonstration program, which 
was funded from September 30, 1992, to September 30, 1994, include a comparison of 
three locations where the counseling was provided (target areas) and three similar 
locations where counseling was not provided (control areas). 

Several implementation problems precluded GAO from assessing the impact of the 
program. Specifically, target and control areas were not comparable, the counseling 
intervention was not always implemented properly, and the program was 
geographically more limited than originally planned. Consequently, valid data does not 
exist upon which to base a study for determinin g whether a permanent program of 
mandatory counseling would be effective in reducing defaults and foreclosures. 

sisted Rem (GAO/RCED95167R, May 18, 1995). 

GAO provided information on the Department of Housing and Urban Development’s 
(HUD) rental assistance programs, focusing on the potential for assisted households to 
move toward or achieve economic self-sufXiciency. GAO noted that based on samples 
of 1989 data (1) HUD-assisted renters’ median age was 50 years, with 29 percent 34 
years or younger, 36 percent between the ages of 35 and 64, and 35 percent 65 years 
or older; (2) the elderly and the disabled, who constituted about 49 percent of 
HUD-assisted households, had limited potential for achieving self-sufficiency; (3) 45 
percent of assisted households had children, with 12 percent having three or more 
children; (4) about 55 percent of the households were headed by single parents; (5) 
single parents needed child care and other services to participate in training or 
employment programs; (6) about 36 percent of the heads of assisted households had 
graduated from high school, another 18 percent had 1 or more years of college, and 21 
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percent had fewer than 8 years of schooling; (7) at least 45 percent of HUD-assisted 
renters needed additional education or training to become self-sufficient; (8) the 
renters’ median income was $7,320; (9) about 7 percent of the renters had incomes of 
$20,000 or more; (10) only 40 percent of the households reported income from wages 
or salaries; and (11) a 3-member family renting a a-bedroom apartment would need an 
annual income ranging from $18,396 to $36,264 to become economically independent 
of the housing program. 

. . I eater Oversm Needed of FRAs Nursr&jome insurance 
m (GAO/RCED-95214, Aug. 25, 1995). 

HUD has insured private lenders against financial losses arising from defaults on 
mortgages for nursing homes and retirement service centers. Although HUD officials 
believe that the program has enabled the agency to assist populations or areas that are 
not well served by the private sector, GAO found that the nursing home program has 
not been targeted to specific populations or communities and that HUD does not 
collect or analyze information on whom the program is servicing. The Federal 
Housing Administration (F’HA) has not completely assessed the financial performance 
of the nursing home and retirement service center programs. Available data indicate 
that the nursing home program has incurred losses of $187 million, a@sted for 
inflation, during its 35year history. Additionally, FWA’s fiscal year 1994 loan loss 
reserves anticipate future losses equivalent to about 19 percent of the $3.7 billion 
balance of nursing home loans in the portfolio as of September 1994. HUD data show 
that about 46 percent of the retirement service center’s total portfolio of about $1.4 
billion had defaulted and resulted in F’HA insurance claims as of September 1994. 
GAO doubts whether HUD will be able to effectively manage the nursing home and 
retirement service center programs in the near future. 

(GAO&MD-974, Oct. 17, 1996). 

The Secretary of Housing and Urban Development has proposed a major overhaul of 
the agency’s programs and operations during the next several years. One proposal is 
to cut staff at FHA by more than 50 percent by the year 2000. Information technology 
figures prominently in F’HA’s plans to streamline its single family operations, boost 
efficiency, and meet mandated staff reductions. Thus far, the planned actions are ’ 
consistent with, but are not as extensive as, efficiency improvements taken by leading 
mortgage industry organizations. FHA’s streamlining efforts, however, are in the early 
stages and, as other efforts continue, F’HA will be deciding on specific operational 
changes, information technology applications, and management controls that will 
determine the efficiency and effectiveness of its operations and the achievement of 
staff reductions. In doing so, it can use the recently enacted lnformation Technology 
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Management Reform Act of 1996 to establish an effective framework for making these 
information technology decisions. 

. I v Housme. Effects of HUD s Portfolio Reengmeennn hODO%d 
D-97-7, Nov. 1, 1996). 

About 8,600 privately owned multifamily properties with federally insured mortgages 
totaling nearly $18 billion receive federal rental subsidies for all or some of their 
apartments under the Department of Housing and Urban Development’s (HUD) 
Section 8 program. For subsidized apartments, HUD pays the difference between the 
rent and 30 percent of the household’s income. The rents at many properties exceed 
market levels, resulting in high subsidies. To reduce costs and address other 
problems, HUD has proposed a&isting the rents to market levels and writing down 
mortgages as needed to allow the properties to operate at market rents. In essence, 
HUD’s proposal recognizes a reality that has persisted for some time-namely, that 
many of the properties in the insured Section 8 portfolio are worth far less than their 
mortgages suggest. This report examines the (1) problems affecting the properties in 
HUD’s insured Section 8 portfolio and HUD’s plans for addressing them, (2) results 
and reasonableness of a study done by Ernst & Young assessing the effects of HUD’s 
proposal on the properties in the portfolio, and (3) key issues facing the Congress as it 
assesses HUD’s proposal. 

c P-D Can Result in Cost Savings and Other BenefiQ 
(GAO/RCED-97-11, Oct. 17, 1996). 

The Congress is considering giving the nation’s 3,300 public housing authorities greater 
flexibility in managing their properties and in operating public and assisted housing 
for more than 4 million households. This greater discretion is expected to strengthen 
the long-term viability of public and assisted housing and allow the public housing 
authorities to better meet the needs of local communities. Public housing authorities 
have begun establishing partnerships with public and private sector groups to help 
stretch limited financial resources. Some partnerships have generated quantifiable 
cost savings, while others have produced nonmonetary benefits, such as improved 
social services, that would not have been possible without the partnership. This 
report describes four types of arrangements that public housing authorities have 
established and provides the views of public housing authority officials on the 
advantages of these arrangements. 
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es Qgst for Cost Sawd Mw 
nrovemea (GAOAKED-96-I 1, Nov. 16, 1995). 

The Agriculture Department’s Rural Housing and Community Development Senrice 
provides about $2.85 billion each year for rural housing loans. As of June 1995, the 
Service had an out&a.nding single-family and multifamily housing loan portfolio of 
about $30 billion, which represented a significant federal investment in affordable 
housing for the rural poor. The largest portion of the loan portfolio is for single-family 
direct and guaranteed mortgage loans that are made to families or individuals who are 
without adequate housing and who are unable to obtain loans from private lenders at 
reasonable costs. Rural multifamily rental housing loans, made to finance 
apartment-style housing or to buy and rehabilitate existing rental units, make up the 
rest of the portfolio. ‘Ihis report provides information on the Service’s single- and 
multifamily housing loan programs and discusses suggestions made by GAO and 
others that could yield cost savings or improve management in these programs. 

. . 
Fuvout IissumB I . . . . 

%mlmce mth Reemplovm~ Provrsro~ (GAOIGGD-97-7R, 
OCL 3, 1996). 

. . In mnt of Bwout Re- (GAOIGGD-SBlOBR), GAO identified 68 
persons who took a buyout to leave government, were reemployed as civil servants, 
and also were required to take certain steps to satisfy reemployment requirements. 
On the basis of information from Of6ce of Personnel Management (OPM) data and 
intetiews with personnel officials at the affected agencies, GAO concluded in this 
report that 11 of the 68 individuals were in apparent violation of the reemployment 
requirements, while 45 were not GAO could not determine whether the remaining 12 
were in violation because of inconsistencies between OPM and agency data. GAO will 
refer information about the 11 individuals in apparent violation of reemployment 
requirements and has already referred the 12 whose compliance was uncertain to the 
appropriate Of6ce of Inspector General (OIG). GAO will report on the status of the 
OIG’s investigations of the 23 cases and whether agencies had adequate internal 
controls to ensure compliance with buyout repayment requirements. [This was 
subsequently reported in GAO/GGD-98-12, Jan. 26, 1998.) 

d Uudate (GAO/HEHS-95166R, May 25, 1995). 

GAO reviewed the United Mine Workers of America (UMWA) Combined Benefit Fund, 
focusing on the fund’s (1) beneficiaries, expenses, and revenues; and (2) Medicare 
reimbursement arrangements. GAO noted that (1) as of October 1, 1994, the fund had 
96,700 beneficiaries, about three-quarters of whom were coal industry operators; (2) 29 . 
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firms terminated their contributions to the fund between October 1994 and March 
1995, which necessitated the reassignment of 3,114 beneficiaries; (3) the fund had 
billed all operators about $162 million for fiscal year 1995 premiums; (4) the fund’s 
Medicare per capita reimbursement rate was renegotiated and reduced for the year 
beginning July 1994, which makes it unlikely that future annual surpluses will OCCUI; 
and (5) overah annual operating deficits are expected to begin in 1995, which would 
eliminate the current surplus by 2003. 

Combined Fund AnaIvsis (GAO/HEHS95230R, Aug. 4, 1995). 

GAO reviewed two studies of the UMWA Combined Benefit F’und. GAO noted that (1) 
the consultants models projected widely differing financial results for the UMWA 
Combined Benefit F’und; (2) the modeis’ expense estimates for 1995 differed by about 
$16 million; (3) one of the models underestimated the UMWA fund’s 1995 net expenses 
by approximately $3 million; (4) one consultant based its medical cost inflation 
assumptions on the fund’s past and current efforts to contain cost growth in 
prescription drugs; (6) the other consultant relied on the Medicare trust fund’s 
projections of medical inflation and a@sted these estimates to reflect the fund’s past 
experiences; and (7) the later assumptions may be more reasonable and may be more 
accurate in predicting the fund’s status beyond 1995. 

. . essional Retuement Costs (GAO/GGD-96=24R, Oct. 12, 1995). 

Pursuant to a congressional request, GAO provided information on the proposal to 
change the congressional retirement system, focusing on (1) the cost of congressional 
retirement benefits; (2) the potential savings from the proposal; (3) how private sector 
retirement systems compare with the congressional retirement system; and (4) the 
extent to which private sector employers are replacing defined benefit pension plans 
with defined contribution plans. GAO noted that (1) the estimated cost of providing 
future retirement benefits to 1994 congressional members would total $14,327,224; (2) 
over a &year period, the cost of providing retirement benefits would total $71.5 
million; (3) if the proposal were enacted, it would significantly reduce the cost of 
member retirement programs; (4) the cost of providing retirement benefits to 1994 
congressional staff members would total $116.5 million; (5) although federal 
employees receive greater benefit amounts under the Civil Service Retirement System 
(CSRS) than nonfederal employees before age 62, they receive smaller amounts after 
age 62 when social security benefits are available to nonfederal employees; and (6) the 
private sector does not appear to be moving toward replacing defined benefit plans 
with defined contribution plans. 
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CSRS Funaing (GAO/GGD95200R, Apr. 3, 1995). 

GAO reviewed information on the funding status of the Civil Service Retirement 
System. GAO noted that (1) the system’s unfunded liability is not a problem that 
needs to be fixed to avoid a steep increase in outlays from the Treasury or increases 
in the deficit and (2) there should be sufficient assets in the retirement fund to cover 
benefit payments to all current and future retirees. 

. . . DC. Dw&W Re*anent Rate (GAO/GGD-95133, Mar. 31, 1995). 

The federal government makes annual payments to the District of Columbia retirement 
fund for police officers and firefighters. To encourage the District government to 
control disability retirement costs, these payments must be reduced when the 
disability retirement rates exceed a certain limit GAO concludes that no reduction is 
required in the fiscal year 1996 payment to the fund. 

. . . enort Rewed bv Q&r& of Cole Retuew 
(GAO/GGD9695, Mar. 29, 1996). 

The federal government makes annual payments to the District of Columbia retirement 
fund for police officers and firefighters. To encourage the District government to 
control disability retirement costs, these payments must be reduced when disability 
retirement rates exceed a certain limit. GAO concludes that no reduction is required 
in the fiscal year 1997 payment to the fund. 

I ted With v . * er Beneficlanes (GAO/GGD-96138BR, Aug. 14, 1996). 

The Federal Employees’ Compensation Act (FECA) now allows beneficiaries who are 
at or beyond retirement age to receive worker’s compensation benefits. Possible 
changes to the legislation would reduce these benefits. This briefing report provides 
(1) a profile of beneficiaries on the long-term FECA rolls, (2) views of proponents and 
opponents of changing FECA benefits for older beneficiaries, and (3) questions a,nd 
issues that the Congress might consider if crafting benefit changes. 

ents Co&jJjeln Fedd Resources Go Further 

Grants-in-aid are payments from the federal government to state and local 
governments to help them finance various activities, such as public assistance, 
highway construction, and education. In addition, lesser-known grant programs help 
finance public libraries, efforts to restore sport fish, programs to promote boating 
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safety, and other activities. In fiscal year 1995, the federal government earmarked 
$225 billion for more than 600 grant programs-about 15 percent of all federal 
spending. This report focuses on the extent to which the grant system meets two 
goals frequently cited by public finance experts: (1) encouraging the states to use 
federal dollars to supplement rather than replace their own spending on nationally 
important activities and (2) targeting grant funding to states with relatively greater 
programmatic needs and fewer fiscal resources. 

(GAOHEHS-961, Oct. 19, 1995). 
Plan Has Kev Role in Retirement Benefits 

As of September 1994, about 940,000 federal workers covered by the Federal 
Employees Retirement System (FERS) were voluntsrily contributing an average of 5.7 
percent of their salaries to the Thrift Savings Plan (TSP). Most of the remaining 
300,000 FERS-covered workers who were not contributing were in the lower pay 
ranges. Lower-paid workers who were contributing were doing so at lower rates than 
higher-paid workers-an average of 4.4 percent of their salaries. However, lower-paid 
workers may achieve satisfactory retirement income levels even with loti contribution 
rates because Social Security benefits are proportionately greater for them than for 
higher-paid workers. Higher-paid workers need to defer at least 5 percent of their 
salaries throughout their careers-if not more-to achieve retirement income of 60 to 80 
percent of their preretirement salaries. Educating FERS workers can play a key role 
in their making wise preretirement investment choices. Although TSP materials 
discuss the plan’s financial aspects, they do not explicitly discuss how TSP can help 
workers covered by FERS achieve their retirement income goals. The TSP Board is 
seeking legislation that would enable employees to invest in a domestic small 
capitalization fund and an international stock fund. GAO found that these two 
additions would make TSP’s investment options more closely resemble those in similar 
private sector plans. 

Rement . Benefits for Members of Congress. Congressional Staff. and Other 
I&ulovees (GAO/GGD-9578, May 15, 1995). 

The retirement benefits provided by the Civil Service Retirement System for Members 
of Congress are generally more generous than those provided for other federal 
employees. The major differences are found in the eligibility requirements for 
retirement and the formulas used to calculate benefits. The Member benefit formula 
applies to congressional staff, but they are covered by the general employee 
retirement eligibility requirements. Law enforcement officers and firefighters may 
retire earlier than general employees and are covered by a more generous benefit 
formula than are general employees. Under the Civil Service Retirement System, the 
provisions for air traffic controllers fall between those for law enforcement officers 

43 GAO/HEHS-98-1OlR Aging Issues 



ENCLOSURE I ENCLOSURE I 

and firefighters and those for general employees. Many of the advantages afforded to 
Members of Congress and congressional staff under the Civil Service Retirement 
System were continued under the Federal Employees Retiement System, which 
covers workers hired in 1934 and thereafter. But under the Federal Employee 
Retirement System, provisions for law enforcement officers, firefighters, and air traflic 
controllers are very similar to provisions for Members. GAO summarized this report . in testimony before the Congress; see w Retxw Issues 
(GAOfT-GGD-95165, May 15,1995), by Johnny C. Finch, Assistant Comptroller General 
for General Government Programs, before the Subcommittee on Post Office and Civil 
&mice, Senate Committee on Governmental Affairs. 

. . . . . . . I Food Sm Cost NeVesobs FamJv h vesw 
m (GAOIRCED-9654, Feb. 12, 1996). 

In 1994, Minnesota began a 5-year federally authorized welfare reform project known 
as the Minnesota Family Investment Program. Aimed at simplifying the welfare 
system, the project consolidates the food assistance and the cash benefits provided by 
three programs-Aid to Families With Dependent Children, the Food Stamp Program, 
and Minnesota’s Family General Assistance Rogram-into a single monthly payment. 
The Food Stamp Act of 1977 requires that the federal government spend no more for 
this project’s food assistance component in any fiscal year than it would have spent 
for the Food Stamp Program. That is, the project must be cost neutral. To ensure 
cost neutrality, the act requires the Agriculture Department and the state of Minnesota 
to agree upon methodologies for estimating what the costs of the Food Stamp 
Rogram for both benefits and administration would have been had there been no 
project. This report (13 describes the methodologies that Minnesota agreed to use for 
estimating Food Stamp Program costs that would have been incurred if the project 
had not been implemented; (2) determines if Minnesota implemented these 
methodologies; (3) assesses the reasonableness of these methodologies, as 
implemented, for estimating the cost of the Food Stamp Program for fiscal year 1994; 
and (4) compares the payments that would have been paid to Minnesota using the 
agreed-upon methodologies with the actual payments in fiscal year 1994. 

bans-&sted Row (GAO/HEHS9594R, Feb. 24, 1995). 

GAO provided information on welfare reform proposals F simplify means-tested 
public ass&axe programs. GAO noted that (1) welfare services should be easily 
accessible to all who seek assistance; (2) there is no integrated strategy to unify these 
programs to address the interrelated needs of individuals and families; (3) despite 
efforts to better coordinate federal programs, conflicting requirements make it difficult 
for program staff to coordinate activities and share resources; and (4) program 
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integration could be facilitated by reducing or eliminating federal program barriers and 
reengineering the welfare delivery process. 

Possible Changes Merit Further Evaluation (GAOAQXAD-97-17, 

Payments to military retirees and their survivors totaled $29 billion in fiscal year 1996. 
Various factors, including the end of the Cold War, defense downsizing, changes in 
civilian retirement systems, and increasing federal budgetary constraints, have raised 
questions about whether the military retirement system today best meets the needs of 
the Pentagon and members of the armed forces. A number of analysts, including 
several who participated in a roundtable discussion convened by GAO, believe that 
fundamental changes to the military retirement system could increase its effectiveness 
or reduce costs by yielding a force of different composition and size than exists today. 
The suggestions of the GAO panel, which included Defense Department experts and 
compensation analysts, ranged from earlier vesting of retirement benefits to more 
sweeping reforms, such as placing military personnel under a system similar to the 
Federal Employees Retirement System. 

t Fun- (GAOIHEHS-96137R, Apr. 24, 1996). 

Pursuant to a congressional request, GAO provided information on how proposed 
changes to the funding formula for title III of the Older Americans Act would affect 
equity in state funding and per-person-in-need income. GAO found that (1) the 
proposed formula changes would improve funding equity and target more aid to the 
elderly in the oldest age groups and low-income states; (2) the formula changes would 
not affect small states that are guaranteed at least 0.5 percent of the funds made 
available for state distribution; (3) the changes would reduce cross&&e disparities, 
increase funding for states whose funding is below the national average, and decrease 
funding for those states whose funding is above the average; and (4) funding 
disparities could be further reduced if minority status and poverty were included in 
the formula changes. 

. S Program. SSA . . ork Incenu e for D&abled Beneficianes Poorlv Mana 
HS-96-51, Fe! 28, 1996).‘v 

a 

The Social Security Administration (SSA) is poorly managing a small but growing 
program to encourage disability beneficiaries to seek employment. The plan for 
achieving self-support (PASS) program, established in 1972, is currently small-only 
about 10,306 persons participated in December 1994-but the number of participants 
has swelled more than 5fold during the past 5 years as awareness of the program has 
increased and millions more disabled beneficiaries have become eligible to participate. . 
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The PASS program is vulnerable to abuse because of vague guidelines, and its impact 
on employment is unknown because SSA does not collect basic data on participants 
and their employment. In addition, SSA top management has not adequately 
considered the potential problems posed by professional PASS preparers, whose 
fees-as much as $8~are often included as PASS expenses. SSA is trying to address 
some of these internal control weaknesses, but it cannot guarantee today that 
taxpayer dollars are being well spent. 

PRGC (GAO/AIMD-95225R, Aug. 24, 1995). 

GAO reviewed the Pension Benefit Guaranty Corporation’s (PBGC) accounting 
procedures and internal controls that warranted management’s attention as of 
September 30, 1994. GAO noted that PBGC (1) used evidence about signiikant 
transactions that occurred after year-end in assessing its year-end contingent liabilities; 
(2) misclassified several pension plans based on their prior year classifkations; (3) 
placed greater emphasis on bond ratings and debt-equity ratios in classifying pension 
plans; (4) had financial statements that did not disclose factors that represented high 
contingent liability risk, (5) did not adequately disclose the monetary effects that 
actuarial assumptions had on the amounts disclosed; (6) did not provide all available 
information about its efforts to recover amounts from sponsors of terminated plans in 
its financial statements, (7) incorrectly recorded its estimated losses; (8) did not 
provide adequate documentation in its Single Employer Program’s Statement of Cash 
Flows; (9) inconsistently reviewed its fmancial assistance to multiemployer plans; (10) 
had yet to evaluate the effectiveness of its ratio screens in identifying troubled plans; 
(11) incorrectly listed 16 multiemployer plans as inactive in its Remium Processing 
System; (12) incorrectly aIlocated some of its losses to the Multiemployer Program; 
and (13) had not fully implemented its new computerized premium accounting system, 
disaster recovery plan, and software changes. 

. w (GAO/HEHS95219R, Aug. 11, 1995). 

GAO provided information on the frequency and characteristics of cost-of-living 
@ustments (COLA) that retirees receive from public and private pension plans. GAO 
noted that (1) Social Security and federal pension plans incorporate automatic, annual 
COW, (2) over half the states reporting to the Bureau of Labor Statistics provide 
automatic COLAS annually, generally capped between 3 and 5 percent; (3) the 
remaining states mainly provide ad hoc COLAS, although the number of states granting 
ad hoc COLAS has gradualIy decreased since 1987, due to lower inflation; (4) ad hoc 
COLAS in private pension plans occur less frequently than automatic COLAS in the 
public sector, and the plans often specify a maximum increase; (5) a number of 
factors, such as union negotiations, affect employers’ decisions to provide COLA 
increases; (6) COLA provisions vary widely among industries, ranging from 3 percent 
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of pension plans in the retail sector to over 60 percent in the transportation industry; 
and (7) ad hoc adjustments to private sector pension benefits have declined in recent 
years from over 50 percent to under 10 percent of plans. 

. Private Pensions . Mos Emnlovers That Off 
plans (GAO/GGti97-1, fact. 3, 1996). 

er Pensions Use Defined Contribution 

In response to congressional interest in possibly changing the structure of federal 
employee retirement plans, this report provides information on the approaches that 
private sector employers are using to provide their employees with retirement benefits 
and the extent to which these approaches may be changing. GAO describes (1) the 
numbers and types of pension plans sponsored nationwide by private employers 
during 1984 to 1993, (2) the proportions of total contributions made to these plans by 
employers and employees, (3) the average administrative expense for the plans, and 
(4) the explanations provided in retirement literature on why employers might decide 
to sponsor a particular type of pension plan. 

nosed Pension Reversions (GAOK-IEHS-9654R, Oct. 24, 1995). 

Pursuant to a congressional request, GAO provided information on pension plan 
underfunding, focusing on a proposed legislative provision that would allow 
companies to transfer excess assets out of their defined benefit pension plans for any 
purpose. GAO noted that (1) current and termination liabilities are measures of 
liabilities that a plan has accrued as of its valuation date, and each relies on different 
assumptions and yields very different estimates; (2) plans that are simcantly funded 
over their current liability can lose plan funding rapidly due to bankruptcy, early 
retirements, or a decline in interest rates; (3) participants can lose benefits when a 
plan is terminated because the Pension Benefit Guaranty Corporation (PBGC) 
generally does not insure all benefit amounts; (4) companies may not transfer or 
obtain excess assets from a defined benefit plan under current law, but some transfers 
may be permissible if the plans merge and participants’ benefits are not reduced; (5) it 
is unclear whether the transfer of excess plan assets would release capital for 
investment; and (6) although the proposed provision would allow withdrawal of 
overfunded assets, plan sponsors may be required to make larger cash contributions in 
the future. 

ic Penstons. Section 45 Plans Pose Greate . 
EHS-9638, Apr. 30, l!396). 

r Risk Than Other Sunnlemental Plans 

Millions of state and local government employees are trying to increase their future 
retirement benefits by deferring some of their wages to supplemental pension plans, 
known as salary reduction arrangements or plans. The amount deferred or 
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c;ntributed to these plans, however, may be at risk. Recent media stories have 
recounted instances of imprudent investment, improper use of plan funds by sponsors, 
and possible seizure of plan funds by sponsoring governments’ creditors. This report 
examines the risks of financial loss inherent in such plans and discusses whether the 
provisions of such plans treat participants comparably. See also Public Pensions; . of Federal Pension Plan Da& (GAO/AIMD-96-6, Feb. 16, 1996) and &+&& 

ons to Undemded Plans 

. . c Penslrcms. SW Local Go . . vment Comns to IJnmded Pb 
(GAO/HEHS-9656, Mar. 14, 1996). 

State and local governments with underfunded pension plans risk tough budget 
choices in the future if they do not make progress toward full funding. Their 
taxpayers will face a liability for benefits earned by current and former government 
workers, forcing these governments to choose between reducing future pension 
benefits or raising taxes. Funding of state and local pension plans has improved 
significantly since the 1970s. After adjusting for inflation, the amount of the unfunded 
liability has been cut in half. Still, in 1992, 75 percent of state and local government 
pension plans in the Public Pension Coord&ting Council survey were underfunded; 
38 percent were less than 80 percent funded. Sponsors of slightly more than half of 
the plans in the survey made contributions on schedule to pay off any unfunded 
liability. One-third of the pension plans, however, were underfunded in 1992 and were 
not receiving the actuarially required sponsor contributions. Of all plans with 
complete data, one-fifth were underfunded and were not receiving full contributions in . both 1990 and 1992. See also Public Pen&ns: Sm of Federal Pm 
m (GAOIAIMD-96-6, Feb. 16, 1996) and Public P-s: Section 43 Pw Pose 
i (GAO/HEHS-96-38, Apr. &, 1996). . 

. . P-n P&Qj& (GAO/AIMD-96-6, 
Feb. 16, 1996). 

This report-one in a series of three reports on the status of public pension plan 
funding-provides summary data on federal government pension plans. The other two 
reports in the series address state and local government pension plans. GAO focuses 
on federally sponsored defined benefit and defined contribution plans. See also Public . . t Con&&&ons to UndeCfyoded Pm 
(GAOIHEHS9656, Mar. 14, 1996) and Public Pensipns: Section 457 Plans Pose 

Other Sum Pla.~ (GAOIHEHS9638, Apr. 30, 1996). 
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Reemnlovment of Buvout Recinients (GAO/GGD-96102R, June 14, 1996). 

As part of its downsizing efforts, the federal government has offered employees of 
various federal agencies incentive payments, or buyouts, to leave federal employment 
through voluntary separations. Pursuant to a congressional request, GAO reviewed 
agencies’ use of buyout authority and whether agencies subsequently reemployed 
buyout recipients as civil servants or government contractors. Using the Office of 
Personnel Management’s (OPM) data, GAO determined that governmentwide agencies 
paid 87,743 buyouts from January 1993 through June 30, 1995. However, GAO could 
not determine the total number of employees who were eligible to receive buyouts. Of 
the 87,743 buyout recipients, agencies rehired 394 as civil servants. However, it is not 
clear how many were reemployed as federal contractors. The limited available data 
suggest the practice was not used extensively. Reemployment of buyout recipients as 
civil servants or contractors is not prohibited, but, under certain circumstances, 
buyout recipients are required to take steps to satisfy reemployment provisions. Of 
the 394 buyout recipients reemployed as civil servants, GAO identified 68 cases in 
which these reemployment provisions applied. Finally, through a survey of National 
Aeronautics and Space Administration and Department of Transportation units, 
respondents reported that they had management controls designed to prevent 
reemployment abuses. 

. ems of Retired xecutives (GAO/RCED-95127R, Mar. 10, 1995). 

GAO provided information on the Small Business Administration’s Service Corps of 
Retired Executives Program (SCORE), focusing on how SCORE (1) determines budget 
allocations for regional locations; (2) officials view the fairness of the allocations; and 
(3) meets the needs of rural communities. GAO noted that (1) SCORE regional budget 
allocations are based primarily on historical trends in actual expenditures; (2) SCORE 
officials stated that their areas receive a fair share of SCORE funds, given the small 
size of the total budget; and (3) to meet the needs of rural communities, SCORE uses 
approaches such as waiving the guidelines for the number of volunteers needed to 
start a chapter and using persons or funds from larger chapters to subsidize rural 
chapters. 

. . . . . cial Securitv Admtrauon. Effecti e Leader&m Needed to Mee 
na (GAO/HEHS-96196, Sept. 1; 1996). 

t Daunting 
Chde 

With a staff of 64,000, SSA runs the nation’s largest federal program-Social 
Security-as well as the largest cash welfare program-the Supplemental Security 
Income (SSI) program. SSA’s expenditures totaled $363 billion in fiscal year 1995, 
nearly one-fourth of the $1.5 trillion federal budget. SSA programs touch the lives of 
nearly every American, providing benefits to the retired, the disabled, and their 
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dependents and s&vors. This report, which is based on July 1995 testimony before 
the Congress (GAO/T-OCG-967), discusses SSA’s progress in meeting the challenges of 
managing for results and accountability; funding future retirement benefits; rethinking 
SSI fraud, waste, and abuse; handling increasing workloads with fewer resources; and 
establishing effective leadership. 

. ation. . . . Leader&p C-s Accompmon to a~ 
v (GAO/HEHS9559, Feb. 15, 1995). 

In 1994, the Congress passed legislation making the Social Security Administration 
(SSA) an independent agency. As part of the transition, GAO was required to evaluate 
the interagency agreement for transferring personnel and resources from HHS to SSA. 
GAO concluded that the two agencies have developed an acceptable methodology for 
identifying the functions; personnel; and other resources, such as furniture and 
computer equipment, to be transferred to an independent SSA They have also made 
good progress toward completing the initiatives necessary for SSA to be a fully 
functional independent agency by March 31, 1995. However, SSA will continue to face 
serious policy and management challenges, including the long-range shortfall in funds 
to pay future Social Security benefits. Also, questions have been raised by GAO and 
others about the future growth of the Disability Insurance @I) program and recent 
increases in Supplemental Security Income (SST) benefits. 

. leDhone Access E&wed at Field Offices Under Demo- 
Proiect (GAO/HEHS96-70, Feb. 23, 1996). 

The Social Security Administration (SSA) runs a nationwide toll-&e telephone number 
and is testing enhanced local office telephone service at selected offices. In February 
1995, SSA began installing new telephone equipment, called automated attendant and 
voice mail, at 30 of its 800 nationwide field offices that list their telephone numbers in 
local telephone directories. The equipment was installed in different configurations. 
Telephone access-calls reaching an SSA employee with the caller spending less than 2 
minutes on hold-improved 23 percent under one of the configurations being tested by 
SSA In addition, busy signals dropped by more than 55 percent. Stafiing, however, 
did not increase, and many callers reaching SSA did spend some time on hold before 
reaching an SSA representative. SSA field office staff viewed the installation of voice 
mail equipment at their desks as having a very positive effect on office efficiency and 
public service. SSA has not yet completed its two internal evaluations of the 
demonstration project. GAO concludes that the technology tested in the 
demonstration projects has the potential to further SSA’s public service goals. Public 
reaction and the effect on operations, however, wiIl need to be considered as SSA 
weighs the costs and the benefits of this technology. 
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Union Activitv at the Social Securitv Administration (GAOHEHS97-3, 

The Social Security Administration (SSA), like other federal agencies and some private 
sector firms, pays for approved time spent by its employees on union activities. SSA 
has a special fiduciary responsibility to effectively manage and maintain the integrity 
of the social security trust funds from which most of these expenses are paid. In a 
time of shrinking budgets, it is crucial that SSA, as well as other agencies, evaluate 
how resources are being spent and have reliable monitoring systems to support this 
evaluation. To ensure accurate tracking of time spent on union activities and the staff 
conducting these activities, SSA has developed and is testing a new time-reporting 
system for its field offices and telesexvice centers. GAO believes that the new system 
should be implemented agencywide. With an improved agencywide system, SSA 
management should have better information on where its money is being spent. 

vBenefit . . ell Received bv the Pubhc Rut Drfficult to CoLrlprehend 
(GAO/HEHS97-19, Dec.’ 5:996). 

SSA in 1995 began sending statements-called Personal Earnings and Benefit Estimate 
Statements-automatically to workers who had reached age 60. By fiscal year 2fKl0, 
these statements will reach an estimated 123 million people annually-almost every 
U.S. worker aged 25 and older. These six-page statements provide workers with 
information on their yearly earnings on record at SSA, information on their eligibility 
for social security retirement and other benefits, and estimates of these benefits. 
Experts agree that SSA’s approach is generally reasonable, and feedback suggests that 
the public generally finds the statements to be helpful in retirement planning. 
However, GAO believes that the statements could benefit from extensive revisions. 
Specifically, the statements need a better layout and design and simpler explanations. 
SSA will need to start now to complete these changes by its 1999 redesign target date 
because the agency will require time to collect data and test alternatives. 

. . SSA Dishh: PQZIBJD Redebciign Neces=rvtomagg to Work 
(GAO/HEHS96-62, Apr. 24, 1996). 

During the past decade, the number of persons receiving benefits from Social 
Security’s DI and SSI programs increased 70 percent because of program changes and 
economic and demographic factors. These programs, which provide assistance to 
persons with disabilities until they return to work, if that is possible, provided $53 
billion in cash benefits to 7.2 million people in 1994. Advances in technology, such as 
standing wheelchairs and synthetic voice systems, and the medical management of 
some physical and mental disabilities have allowed some persons to work. Moreover, 
there has been a greater trend toward inclusion of and participation by people with 
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disabilities in the mainstream of society. Yet both programs have done little to 
identify recipients who might benefit from rehabilitation and employment assistance 
and ultimately return to work. 

vment Recovery (GAONEHS96104R, Apr. 30, 1996). 

Pursuant to a congressional request, GAO reviewed how SSA recovers overpayments 
of benefits. GAO found that (1) the amount of SSI, RSI, and DI payments that SSA 
withholds to recoup overpayments is not upwardly adjusted with cost-of-living 
increases in the many cases in which the withholding is based on a fixed dolIar 
amount negotiated with the beneficiary, as opposed to a fixed percentage of the 
recipient’s monthly income or monthly benefit amount; (2) basing the withholding on a 
percentage instead of a dollar amount would accelerate the recovery of overpayments 
without imposing an undue burden on recipients or causing excessive administrative 
costs; (3) accelerating recoveries while recipients are still receiving benefits improves 
the chance of collecting overpayments, (4) SSA administrative costs would likely 
increase onIy in the first year of implementation; and (5) the cost of notifying 
recipients of the new withholding procedures would be negligible, because SSA 
already notifies recipients when overpayments occur. 

. t Eqg@ for Worlqing! Women 

When the social security program was established in the 193Os, less than 15 percent of 
married women held paying jobs outside the home; today, about 60 percent of married 
women are paid workers. Despite the movement of women into the labor market, the 
social security benefit structure has remained essentially unchanged over the years. 
The fairness of the benefit structure has come under increasing scrutiny, especially as 
it affects women who have earned benefits in their own right. For example, a 
two+amer couple will receive lower combined benefits in retirement than an 
otherwise identical one-earner couple. And, a married woman who works and pays 
social security taxes might not, because of the dual entitlement limitation, receive 
higher benefits than if she had never worked and received only a spousal benefit. 
Several proposals seek to remedy these inequities. These include two broad 
proposals-“earnings sharing” and a “double-decker” plan-and several narrower 
proposals, such as reducing spousal benefits. None of the measures has been 
adopted, however, partly because they would either boost program costs or reduce 
benefits for some beneficiaries. Their enactment could also impose a large 
administrative burden on SSA. 
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. . Social Securitv Disablltv. , BackIQp Reduction marts Under wav Significant 

ChallenPes Remain (GAOMEHS96-87, July 11, 1996). 

SSA runs the nation’s largest programs providing cash benefits to people with severe 
long-term disabilities. The number of persons receiving either Disability Insurance 
@I) or SSI benefits has soared during the past decade. At the same time, SSA has 
struggled to deal with unprecedented growth in appeals of its disability decisions and 
the resulting backlog of cases awaiting hearing decisions. Processing delays stemming 
from a backlog of more than half a million appealed cases have created hardships for 
disability claimants, who often wait more than a year for final disability decisions. 
This report discusses (1) factors contributing to the growth in appealed cases, (2) SSA 
initiatives to reduce the backlog, and (3) long-term steps that need to be taken to 
make the disability appeals process more timely and efficient. 

. Secuntv Trust Funds (GAO/AIMD-96-30R, Dec. 12, 1995). 

Pursuant to a congressional request, GAO reviewed the Secretary of the Treasury’s 
actions during the 1995 debt ceiling crisis, focusing on whether the Department of the 
Treasury followed normal investment and redemption policies regarding the Social 
Security trust funds. GAO noted that Treasury records show that the Secretary 
followed normal investment and redemption policies for all transactions affecting the 
trust funds between November 1, 1995, and December 8, 1995. 

. . SSI DisabWv Issues (GAO/HEHS95154R, May 11, 1995). 

GAO provided information on several SSI issues related to (1) SSI outreach activities; 
(2) the status of continuing disability reviews involving interpreter fraud; (3) the 
function of referral and monitoring agencies (RMA) in overseeing the drug addict and 
alcoholic populations; and (4) the number of drug and alcohol addicts in treatment. 
GAO noted that (1) very few SSI outreach activities are targeted to drug addicts and 
alcoholics; (2) SSA has not requested funding for SSI outreach for fiscal years 1993 
through 1996; (3) in two states, SSA continuing disability reviews are yielding a high 
rate of initial benefit terminations, of which about 60 percent have been appealed; (4) 
SSA is developing an interpreter database to understand the extent of the fraud 
problem; (5) RMAs assess beneficiaries’ treatment needs, make treatment referrals, 
monitor beneficiaries’ compliance with treatment, and report their compliance status 
to SSA; (6) RMAs do not conduct SSI outreach activities; (7) only 1 in 6 addicted 
beneficiaries are in required treatment, mainly due to the lack of RMA funding to 
monitor beneficiaries’ treatment; and (8) in fiscal year 1996, the administration is 
requesting $195 million for RMA monitoring activities, which is a significant increase 
over 1990 through 1993 levels. 

53 GAOBIEHS-98-1OlR Aging Issues 



ENCLOSURE I ENCLOSURE I 

uulemental Secw Income . . . . . A-au e & Prw Savings Possible bv 
lrectlv Accessing State Data iGAO/HEHS9$163, Aug. 29, 1996). 

The Supplemental Security Income program, which provides cash benefits to the aged, 
the blind, and the disabled, could be run more efficiently. More importantly, millions 
of dollars in overpayments could be prevented or detected quickly if information were 
available on-line during eligibility assessments. GAO estimates that direct on-line 
access to state computerized income information could have prevented or quickly 
detected more than $131 million in overpayments caused by unreported or 
underreported income nationwide in one 12-month period. However, in SSA field 
offices where direct access to computerized state information has been implemented, 
SSA claims representatives did not use it to detect overpayments. The claims 
representatives did use it to process claims more efficiently, and SSA’s prehminary 
results have shown that its use has reduced administrative expenses. Establishing 
on-line access between SSA field offices and state agency databases would require 
only minimal computer programming in most states; some states would need 
additional hardware, such as computer lines. 

Income. . . . . . Growth m m Rew Pom&&on u . . m (GAO/HJBIS9513?, July 7, 1995). 

The SSI program is the largest cash assistance program for the poor and one of the 
fastest growing entitlement programs; program costs have risen 20 percent annually 
during the last 4 years. SSI provides means-tested income support payments to aged, 
blind, or disabled persons. Last year, more than 6 million people received about $25 
billion in federal and state benefits. In response to SSI’s rapid growth, the Congress 
passed legislation limiting drug addicts’ benefits, and this year it is considering further 
restrictions for these recipients as well as for children and noncitizens. This report 
provides an overview of the SSI program and its recent history. Specifically, it 
examines factors contributing to caseload growth and changes in the characteristics of 
SSI recipients. .a 

Securitv Income. . . SSA Efforts Fall Short m CorrectingJ&roneou . 
Pamen& t0 mso= (GAOkIEHS96152, Aug. 30, 1996). 

Despite SSA procedures to detect supplemental security income recipients in county 
and local jails, GAO found that $5 mUion had been erroneously paid to prisoners in 
the jail systems it reviewed. SSA had been unaware of many of these payments and, 
therefore, had made no attempt to recover them. Various factors contributed to these 
payments. First, SSA field offices have not been obtaining information regularly on 
prisoners in county and local jails. Second, the supplemental security income 
recipient-or the person or organization designated to receive payments on the 
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recipient’s behalf-has not been reporting the incarceration, as required. Third, SSA 
sometimes falls short in periodically reviewing-either by mail or interview-a 
recipient’s continued financial eligibility for supplemental security income. Under a 
new SSA initiative, field offices will be required to obtain prisoner information from 
county and local jails, and SSA plans to monitor field office compliance with this 
requirement. It is too early to tell, however, whether this initiative will be successful. 

. lemental Securitv Income. Some Recm ents Tran fer . 
(GAOD-IEHS-9679, Apr. 50, 1996). ’ 

Valuable Resources to 
for Benefits 

Existing law does not prohibit people from transferring resources to qualify for 
benefits under the SSI program-the largest cash assistance program for the poor and 
one of the fastest growing entitlement programs. Between 1990 and 1994,3,505 SSI 
recipients transferred resources, including cash, houses, land, and other items, valued 
at $74 million. Reported resource transfer values ranged as high as $8OO,ooO, most 
transfers fell between $lO,ooO and $25,000. The total amount of resources transferred, 
however, is likely to be larger than GAO’s estimate because SSA is not required to 
verify the accuracy of resource transfer information, which is self-reported by 
individuals. Moreover, because the information is self-reported, SSA is unlikely to 
detect unreported transfers. Without a transfer-of-resource restriction, GAO estimated 
the 3,505 SSI recipients who reported transferring resourses to qualify for benefits 
would receive nearly $8 million.in SSI benefits during the 24 months after they 
transferred resources. Many of these recipients also could have received Medicaid 
acute-care benefits at an annual value of between $2,800 and $5,300 per recipient. 
GAO estimated that from 1990 through 1995, SSA could have saved $14.6 million with 
a transfer-of-resource restriction similar to that used for Medicaid which delays 
individuals’ date of eligibility for benefits. Such a restriction could also boost the 
public’s contiidence in the program’s integrity. 

ft Savings Plan (GAO/HEHS-96-66R, Nov. 14, 1995). 

Pursuant to a congressional request, GAO reviewed (1) why the Congress replaced 
CSRS with FERS; and (2) the Federal Retirement Thrift Investment Board’s response 
to the GAO recommendation concerning the inclusion of participant information on 
contributions to TSP retirement accounts. GAO noted that (1) the Congress replaced 
CSRS with FERS to provide federal employees with a retirement benefit that included 
a Social Security payment, a basic FERS annuity, and payments from amounts 
accumulated in a TSP account; and (2) the board did not implement the 
recommendation because it believed that it would be violating its fiduciary duly to 
TSP participants and misusing its funds. 
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Welfare Benefits . Potential to Reco . . . er Hundreds of M[lllrons More in Overnavmer& 
(GAO/HEHS95-111, June 20, 1995). v 

Under welfare reform legislation being considered by the Congress, resources for 
helping poor families may become increasingly limited-making it critical that only 
those who are eligible for benefits receive them. In 1992, benefit overpayments in 
three welfare programs-Aid to Families With Dependent Children (AFDC), Food 
Stamps, and Medicaid-totaled $4.7 billion, or about 4 percent of the total benefits 
paid. Moreover, nationwide recovery of these benefits was relatively low. This report 
discusses (I) what states are doing to recover benefit overpayments, what the more 
effective practices are, and what states could do better and (2) what the federal 
government could do to help states recover more overpayments. 

. . . . . . Welfare -ores to Come Program m 
(GAO/HEHS95139, May 31, 1995). 

The federal government provides biIlions of dollars in public assistance each year 
through an inefficient welfare system that is increasingly cumbersome for program 
administrators to manage and difficult for eligible clients to access. Program 
consolidation may be one strategy to reduce the inefficiency of the current system of 
overlapping and fragmented programs. This report (1) describes low-income families’ 
participation in multiple welfare programs, (2) examines program inefficiencies, such 
as program overlap and fragmentation, and (3) identifies issues to consider in deciding 
whether and to what extent to consolidate welfare issues. Regardless of how the 
welfare system is restructured, ensuring that federal funds are used efficiently and that 
programs focus on outcomes remains important. W ithout a focus on outcomes, 
concerns about the effectiveness of welfare programs will not be adequately 
addressed. 

we&e Reform . . . . Imuhcauons of ~o~osalsonk~ Benem 

(GAO/HEHS9558, Feb. 2, 1995). 

GAO found that the percentage of immigrants receiving public assistance-specifically 
SSI or AFDGis higher than the percentage of citizens receiving these benefits. Six 
percent of aU immigrants receive benefits compared with 3.4 percent of all citizens. 
Most immigrant recipients live in four states: California, New York, Florida, and 
Texas; more than one-half of all immigrant recipients live in California Between 1983 
and 1993, the number of immigrants receiving SSI more than quadrupled, increasing 
from 151,000 to 683,000. During this period, immigrants grew from about 4 percent of 
all SSI recipients to more than 11 percent. As a percentage of all adult AFDC 
recipients, immigrants grew iiom about 5 percent to 8 percent. In all, immigrants 
received an estimated $3.3 billion in SSI benefits and $1.2 billion in AFDC benefits in 
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1993. Most immigrant recipients are lawful permanent residents or refugees, but other 
characteristics of immigrants receiving SSI and AFDC vary. For example, the number 
of immigrants receiving SSI aged benefits-available to those 65 years and older-has 
increased dramatically. According to the Congressional Budget Office, a welfare 
reform proposal now before the Congress (H.R. 4) would save $9.2 billion from the 
SSI program and $1 billion from the AFDC program over 4 years. GAO estimates that 
522,000 SSI recipients and 492,000 AFDC recipients would become ineligible for 
benefits under H.R. 4. 

. $01(k) Pension PlapDs. Manv Take Ad antage of O~~ortunitv to Ensure A 
(GAO/HEHS9617:, Aug. 2, 1996). 

deouate 
Retirement Imme 

Many workers Wl the gap between social security and an adequate retirement income 
with pension benefits, and one in four workers with pension coverage participates in a 
401(k) program. GAO found, among other survey results, that workers with higher 
incomes and college educations tended to contribute more to 401(k) plans than others 
and women tend to invest more conservatively than do men. Also, higher-income 
workers and better-educated workers with 401(k) pension plans tend to contribute a 
larger percentage of their salaries to their pension accounts and to invest their pension 
funds in higher-yielding assets than do other 401(k) plan participants. Consequently, 
although many workers will have enough retirement income, some workers, especially 
those with less education and lower incomes, risk inadequate retirement incomes. 

D DOD ISSUES 

. Defense I-k&h Care. Effects of Mandated Cost Sharing! o Undo ed Se IviceS 
Treatment Facilities Likelv to Be Minnr: (GAO/I-IEHS-9614: May I? 1996). 

The establishment of uniform benefits and cost sharing for DOD beneficiaries is a key 
component of the TRICARE program-DOD’s new nationwide managed health care 
program-and is something that GAO and others have long advocated. Such uniformity 
would, in GAO’s view, eliminate inequities and confusion that now exist among 
beneficiaries of military health plans. Although adopting TRICARE cost shares may 
cause some minor adverse selection for the Uniformed Services Treatment Facilities 
(USTF), there should be no lasting negative financial impact on the USTFs. Moreover, 
the new cost shares, which are similar to HMOs, are appropriate for the risks to be 
borne by the USTFs and will likely make the USTF population more similar to DOD’s 
general beneficiary population. DOD’s current USTF capitation methodology takes 
into account and allows for adjusted reimbursement levels for such higher costs that 
result from changes in the enrollee cost shares and population characteristics. 
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. . . . . Defense Health Care. Issues and CWes Confmtha hW.am Medrcw 

(GAO/HEHS95104, Mar. 22, 1995). 

DOD’s military health care system provides medical services and support both in 
peacetime and in war to members of the armed forces and their families, as well as to 
retirees and survivors. Post-Cold War planning scenarios, efforts to reduce the overall 
size of the military, federal budget cuts, and base closures and realignments have 
focused attention on the size of DOD’s health care system, its makeup, how it 
operates, whom it serves, and whether its missions can be carried out in a more 
cost-effective way. This report describes the Military Health Services System, past 
problems faced by DOD as it ran the system and efforts to solve those problems, and 
the management challenges now confronting DOD. GAO summarized this report in 

. testimony before the Congress; see Ilefense Health Care. DOD s M-d Care 
(GAO~HEHS95117, Mar. 28 1995) by David 

P. Baine, Director of Federal Health Care DeIivery Issues, before the Subcommittee on 
Military Personnel, House Committee on National Security. 

Health Care. . . Medim Costs & Ot& Issues wect Uruformea 
m (GAO/I-IEHS-96124, May 17, 1996). 

Since fiscal year 1994, the Congress has appropriated nearly $1 billion for USTF’ to 
deliver health care to what now totals 124,009 beneficiaries. In recent years, the 
Congress has grown concerned about the rising cost to treat USTF members, in part 
because some members retain dual eligibility and unrestricted access to other 
government health care services, such as Medicare and DOD hospitals. ‘Ihe Congress 
directed DOD in 1991 to reform the USTF program by introducing a managed care 
program. As DOD begins to implement its new nationwide managed care 
program-TRICARE-questions about the program’s future persist. This report 
discusses (1) whether unnecessary costs result from USTF members’ use of other 
federally funded health care sources and (2) other issues that need to be considered 
as the Congress deliberates reauthorization of the USTF program. 

. . M-d Care Plan Pronressn& But Cost and Perfom 
(GAO/HE&96128, June 14, 1996). 

The DOD health care system, which costs $15 billion annually, is undergoing sweeping 
reform. Through TRICARE, DOD is trying to improve access to care among its 8.3 
million beneficiaries while containing costs. How well DOD implements and operates 
TRICARE may define and shape military medicine for years to come. Because of 
TRICARE’s complexity, scale, and impact on beneficiaries, GAO reviewed the program, 
focusing on (1) whether DOD’s experiences with early implementation yielded the 
expected results, (2) how early outcomes may affect costs, and (3) whether DOD has 
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defined and is capturing data needed to manage and assess TRICARE’s performance. 
GAO concludes that despite initial confusion among beneficiaries arising from 
marketing and education problems, as well as problems with the compatibility of 
computer systems, early implementation of TRICARE is progressing consistent with 
congressional and DOD goals. However, the success of DOD’s efforts to implement 
resource-sharing agreements and utilization management is critical to containing 
health care costs. DOD also needs to gather enrollment and performance data so that 
it and the Congress can assess TRICARE’s success in the future. 

. Pefems He&h Care. hblems dtf\ Medical Care *em eas Are Bema Addressed 
(GAO/HEHS95-156, July 12, 1995). 

The American military presence in Europe has declined dramatically since 1989. The 
active duty population has been cut by 57 percent-from 332,000 to 138,900. At the 
same time, the military health services systems has also been substantially reduced. 
Many beneficiaries have expressed concern about their reduced access to health care 
from military medical facilities overseas and are dissatisfied with the care they receive 
from host nation providers. This report discusses (1) the availability of health care in 
military facilities, (2) any obstacles to providing that care, (3) the experiences of 
beneficiaries who have used host nation providers as an alternative to military health 
care, and (4) whether DOD is addressing service delivery problems and beneficiary 
concerns. To develop this information, GAO visited 15 military communities in 
Germany and northern Italy, where many of the beneficiary complaints about medical 
and dental care originated. 

. Neodams inperslan GuIf Veterans (GAO/PEMD-9615R, June 21, 1996). 

Pursuant to a congressional request, GAO reviewed Department of Veterans Affairs’ 
(VA) data on the frequency of abnormal tissue growths among Persian Gulf War 
veterans and other military personnel. GAO noted that (1) VA data show that Persian 
Gulf War veterans have a neoplasm-diagnosis rate that is more than three ties higher 
than that of nonwar veterans; (2) the higher neoplasm rate for war veterans may be 
due to causes other than senice in the Persian Gulf, such as war veterans seeking VA 
hospital treatment more often than nonwar veterans; (3) the rate of surgical 
procedures for the two groups is not significantly different, which could mean that 
war veterans’ neoplasms are not as serious as those diagnosed among nonwar 
veterans; and (4) analyzing alternative explanations for war veterans’ neoplasm rates 
would require extensive statistical analysis and professional judgment. 
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oDosed . . VA &spital at Travis &r Be (GAONEHS-95268R, Sept. 19, 1995). 

GAO provided information on the proposed construction of a Department of Veterans 
Affairs (VA) hospital at Travis Air Force Base in Fairfield, California’ focusing on (1) 
reasons that the project cost estimate was higher than VA originally proposed to the 
Congress and (2) where veterans living in the Travis facility target area currently 
receive medical care. GAO noted that (1) the project cost estimate increased because 
VA believed it needed to construct and renovate more space than originally 
anticipated; (2) many veterans in the Travis target area currently receive hospital care 
at VA medical centers in the northern California and Nevada areas; and (3) although 
veterans’ use of VA medical centers decreased in fiscal years 1992 and 1993, the 
reason for the decrease was unclear. 

. . . . P4uatmmt (halug *Mce. Vets9 M &&le Client Problem But 
mrovwt Is Needed (GAO/I-IEHS96113, July 17, 1996). 

VA operates 205 community-based facilities known as Vet Centers to help veterans 
make a successful transition from military to civilian life. Vet Center counselors 
reported visiting with about 138,CKKl veterans during fiscal year 1995,84,000 of whom 
were new to Vet Centers. Most veterans do not establish long-term relationships with 
Vet Center counselors; however, those who do represent a core group who use 
services over extended periods for serious psychological problems, such as 
post-traumatic stress disorder. Other veterans usually visit Vet Center counselors oniy 
once or twice for social concerns, such as employment or benefit needs. 

ce Abuse Treatment. . . A Prom- Serve Psvwd Econoe 
Q.sadvanud Veterans (GiOkHS-97-6, Nov. 5, 1996). 

About 25 percent of all Department of Veterans Affairs (VA) patients discharged from 
inpatient settings in f&al year 1995 were diagnosed with alcohol or drug abuse 
problems. VA estimates that it spent $2 billion-or about 12 percent of its total health 
care budget in fiscal year 199~to treat veterans with substance abuse disorders. The 
VA health care system is now evaluating what services to offer and where to provide 
them. VA’s new organizational structure, called the Veterans Integrated Service 
Network, replaces VA’s central office and regional structure with 22 networks of 
hospitals and clinics. VA expects this consolidation and realignment to boost 
efficiency by trimming management layers, eliminating duplicative medical services, 
and making better use of available public and private resources. ‘Ihis report provides 
information on the (1) characteristics of veterans who receive substance abuse 
treatment’ (2) services that VA offers to veterans with substance abuse problems, (3) 
methods that VA uses to monitor the effectiveness of its substance abuse treatment 
programs, (4) community services available to veterans who suffer from substance 
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abuse disorders, and (5) implications of changing VA’s current methods for delivering 
substance abuse treatment. 

VA Clinic Funding (GAO/HEHS95273R, Sept. 19, 1995). 

GAO provided information on how two VA medical centers financed their new 
free-standing primary care clinics to improve veterans’ access to health care services. 
GAO noted that (I) the two centers have financed their 4 new clinics from savings 
derived from local management initiatives to improve operating efficiency; (2) the 
centers plan to open 10 more clinics over the next several years that will also be 
financed fkom other cost-saving initiatives; (3) the centers have contracted with 
predominantly rural clinics to provide primary care to veterans; (4) the yearly contract 
costs for the current and future clinics are expected to be less than $2 million; (5) 
cost savings have been derived from inpatient ward consolidations, patient utilization 
reviews, health education classes, service contract modifications, and staff reductions; 
and (6) the new clinics are expected to reduce veterans’ use of fee-for-service private 
care and reimbursements for travel expenses to VA medical facilities. 

Care. Better Data Needed to F!ffectt . . . ‘velv Use Lrmrted Nursmrr Home 
(GAOlHEHS97-27, Dec. 20, 1996). 

VA reported spending $1.6 billion in fkxal year 1995 on nursing home care for nearly 
80,009 veterans-about 14 percent of the estimated demand by veterans for such care. 
VA provides nursing home care in its own facilities, contracts with community nursing 
homes, and pays state veterans’ homes part of the cost to care for veterans. All 
veterans are eligible for nursing home care essentially on a first-come, first-served 
basis within VA’s budget constraints. As the number of veterans aged 65 and older 
increases to 9.3 million by the year 2000, the demand for nursing home care will likely 
rise. The funds for VA nursing home care, however, are expected to be limited. This 
report provides information on the (1) distribution of veterans in VA, community, and 
state nursing homes; (2) costs to VA for these musing homes; (3) factors affecting 
VA’s use of community and state veterans’ nursing homes; and (4) relative quality of 
the care provided by VA, community, and state veterans’ homes. 

. . VA Health Care. Effects of Facrhtv Realignment on Construction . Ne eds Are Unknown 
(GAO/HEHS-96-19, Nov. 17, 1995). 

As part of the fiscal year 1996 budget, the President requested $524 million for major 
VA construction projects. These projects include the construction of two new VA 
medical facilities and major renovations at seven existing facilities. This report 
discusses how the projects are expected to benefit veterans and the relationships 
between the proposed projects and VA’s recent efforts to realign all of its facilities 
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into a new service network. GAO also discusses the potential effects of funding 
delays on VA’s construction award dates and costs. . 

VA Health Care . . Exnlorma Ontions to Imnro 
(GAO/HEHS-9652, Feb. 6, 1996). 

ve Veterans’ Access to VA Facm 

Since its creation in 1930, VA’s health care system has become one of the nation’s 
largest networks of direct delivery health care providers, with 173 hospitals and 376 
outpatient clinics nationwide. But because public and private health insurance 
programs have also grown, most veterans now have alternatives to VA health care. 
Many veterans indicate that they use private providers because they live too far from 
VA hospitals or outpatient clinics. VA has recently encouraged its facilities to improve 
veterans’ access to VA health care. This report &cusses (I) characteristics of recent 
users of VA medical facilities; (2) the geographic accessibility of VA and private 
medical facilities that provide standard benefits; and (3) options that VA facilities 
might want to consider to improve the accessibility of VA health care, such as locating 
new medical facilities closer to where veterans live and contracting with private 
providers. 

VA&&h Care. Ho Q&@nce From . AF 
&rvices (GACYHEH~96-31, Dec. 20, l&5). 

. . . I 1 V 

Living within 5 miles of a VA Hospital or outpatient clinic significantly increases the 
likelihood that a veterans will use VA health care services. Although most veterans 
live within 25 miles of a VA hospital or outpatient clinic, use of VA facilities declines 
significantly among veterans living more than 5 miles from a VA facility. Only about 
11 percent of veterans live within 5 miles of a VA hospital providing acute medical and 
surgical care and 17 percent within 5 miles of a VA outpatient clinic. Use of VA health 
care sexvices does not decline with distance as rapidly among veterans receiving VA 
compensation or pension payments. Even those veterans with a serviceconnected 
disability who live more than 100 miles from a VA outpatient clinic are more likely to 
avail themselves of VA outpatient services than are higher-income veterans with 
nonserviceconnected disabilities who live within 5 miles of a VA outpatient clinic. 
Other factors that may contribute to differences in the use of VA services include 
broader eligibility and entitlement to outpatient care for service-connected and 
low-income veterans, veterans’ ages, and differences in available resources. 

VA Heal&h Care. . . . . . . Issues Affecarlrtv Reform Efforts (GAO/HEHS96-160, 
Sept. 11, 1996). 

Pursuant to a congressional request, GAO reviewed various proposaIs that would 
simplify and expand eligibility for veterans’ health care benefits GAO found that (1) . 
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eligibility requirements for veterans’ health care benefits have become increasingly 
complex and a source of frustration to veterans, VA physicians, and administrators; (2) 
VA does not have a defined or uniform benefits package and cannot ensure the 
availability of covered senrices; (3) VA physicians sometimes must decide to either 
deny needy veterans noncovered services or ignore the law and provide the 
noncovered services free of charge; (4) VA health care eligibility reform could expand 
the types of services provided and allow veterans lacking supplemental insurance 
access to needed services; (5) the four legislative proposals reviewed could more than 
double the demand for VA outpatient services, cause VA to ration care, and force VA 
to seek larger appropriations to preserve its safety-net mission; (6) alternative 
approaches including limiting the number of eligible veterans and range of benefns 
added or increasing cost sharing could preserve VA’s ability to provide specialized 
services; (7) although the American Legion proposal incorporates all three of these 
approaches and is a basis for future reform proposals, changes need to be made to 
reduce the number of veterans covered, exempt VA from most federal contracting 
laws, and designate VA as a Medicare provider; and (8) one option to reduce the 
number of veterans who would be eligible under the proposal and target those 
veterans who have low incomes and lack supplemental insurance, would be to limit 
VA benefits for veterans with no service-related disabilities. 

. eterans Access Poses F’manaal and Mission-Related 
;Oct 25; 1996). 

VA runs one of the nation’s largest health care delivery systems, including more than 
170 hospitals and nearly 400 clinics, over one-half of which are free-standing clinics. 
Veterans must often travel long distances, however, to receive care at these facilities. 
VA has a policy encouraging its hospitals to improve access to care for eligible 
veterans. As a result, many hospitals have either planned or established new, 
free-standing outpatient clinics, known as “access points.” Access points provide 
primary care to veterans and generally refer those needing specialized services or 
inpatient stays to VA hospitals. This report examines VA’s policy for establishing 
access points. GAO discusses the legal, financial, and mission-related implications of 
VA’s efforts to establish access points. 

VA Health Care . 
Aug. 29, 1995). * 

Need for Bre vard Hosnital Not Justified (GAO/HEHS-95192, 

VA assumed control of the former Naval Hospital in Orlando, Florida, in June 1995. 
VA plans to convert the hospital into a nursing home while continuing to operate an 
existing outpatient clinic. VA also plans to build a new hospital and nursing home in 
Brevard County, 50 miles from Orlando. GAO concludes that VA’s conversion of the 
former Orlando Naval Hospital into a nursing home and construction of a new hospital 
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and nursing home in Brevard County is not the most prudent and economical use of 
its resources. These construction projects are based on questionable planning 
assumptions that may result in the unneeded expenditure of federal dollars. 
Specifically, VA did not adequately consider the availability of hundreds of community 
nursing home beds and unused VA hospital beds as well as potential decreases in 
future demand for VA hospital beds. VA could achieve its goals in Central Florida by 
using existing capacity. 

. . . es for Service Deliverv Faencies W im 
&sources (GAOEEHS96121, July 25, 1996). 

VA, which operates one of the nation’s largest health care systems, faces increasing 
pressure to contain or reduce spending as part of governmentwide efforts to balance 
the budget. This report discusses ways VA could operate more efficiently and reduce 
the resources needed to meet the needs of veterans in what is commonly referred to 
as the mandatory care category. GAO addresses (1) VA’s forecasts of future resource 
needs, (2) opportunities to run VA’s system more efficiently, (3) differences between 
VA and the private sector in efficiency incentives, and (4) recent VA efforts to 
reorganize its health care system and create efficiency incentives. GAO concludes that 
successful implementation of a range of reforms, coupled with reduced demand for 
services, could save the VA he&h care system billions of dollars during the next 7 
years. The success of these efforts, however, depends on introducing efficiency 
incentives at VA that have long existed in the private sector. 

. . . . . . Qecare. t,o S-v Reduce Oa p-m Cos$ 
(GAO/HEHS97-15, Oct. 11, 1996). 

All pharmacies run by VA provide medications and medical supplies that are available 
over the counter through other local outlets. The most frequently dispensed 
over-t&counter products include (1) medications, such as aspirin and insulin; (2) 
dietary supplements, including Sustacal and Ensure; and (3) medical supplies, such as 
alcohol prep pads, lance& and glucose test strips. Unlike VA, public and private 
health plans cover few, if any, over-the-counter products for their beneficiaries. VA 
pharmacies dispensed over-thecounter products more than 15 million times during 
fiscal year 1995 at an estimated cost of $165 million, including handling costs of $48 
million. VA recovered about $7 million through veterans’ copayments, or about four 
percent of its total over-the-counter costs. Although many veterans shared a modest 
portion of the costs and some paid the full amount, most veterans paid nothing. GAO 
suggests several ways that VA could cut costs associated with dispensing 
over-the-counter products or boost revenues from copayments. F’irst, VA could more 
narrowly detie when to provide over-t&counter products. Second, VA could more 
efficiently dispense over-the-counter products rind collect copayments. Third, VA 
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facilities could further reduce the number of over-the-counter products available to 
veterans on an outpatient basis. Finally, the Congress could expand copayment 
requirements. 

VA Health Care. Phvsician Pee r Revl . ‘ew Identifies Qua&v of Care Pr blems . . Actions to Address Them Are Limited (GAO/HEHS-95121, July 7, 199:). 
B ut 

Physician peer review-physicians reviewing the work of other physicians-is crucial to 
ensuring that quality care is provided to patients. An essential element of peer review 
is management support for actions recommended by the peer review process. Without 
such support, peer review is meaningless because no action is taken on the peer 
reviewers’ recommendations. This report examines the relationship between problem 
identification and problem resolution in VA physician peer review. GAO discusses (1) 
how the results of VA peer review are being used in reprivileging and disciplining 
doctors with performance problems; (2) what the impediments to effective peer 
review are; and (3) whether VA is taking steps to identify, follow up on, and report to 
state medical boards and the National Practitioner Data Bank on the actions of those 
physicians who are not performing in accordance with professional standards. 

. . VA &&+h Care, Rew Needed to Better Meet e&rans Changme Needs V I 

(GAOiHEHS95-39, Apr. 21, 1995). 

Many veterans have health care needs that are not adequately met through current 
health care programs, including VA’s health care system. About one-third of the 
nation’s homeless are veterans, nearly one-half of whom have serious mental 
problems, suffer from substance abuse, or both. The homeless have limited access to 
health care services and may not seek medical treatment. About 38 percent of male 
and 25 percent of female Vietnam veterans with post-traumatic stress disorder have 
not sought treatment. About 91,000 low-income, uninsured veterans with no apparent 
health care options indicated in a 1987 VA survey that they had never used VA health 
facilities because they were unaware that they were eligible or they had concerns 
about the quality or accessibility of VA health care. VA cannot adequately address 
many of these health care needs because (1) it relies primarily on direct delivery of 
health care services in VA facilities, (2) its complex eligibility and entitlement 
provisions limit the services that veterans can obtain from VA facilities, and (3) space 
and resource iimitations prevent eligible veterans from obtaining covered services. 
This report presents several options for restructuring VA’s health care system to 
enable it to better meet the health care needs of veterans. 

65 GAOMEHS-98-1OlR Aging Issues 



ENCLOSURE I ENCLOSURE I 

VA Sav&gs Optiom (GAO/HEHS95165R, May 18, 1995). 

GAO reviewed several options for achieving budgetary savings in VA’s health care 
system without adversely affecting the current level of services provided to 
low-income or disabled veterans. GAO noted that VA could achieve health care cost 
savings by (1) shifting care from VA hospitals to alternative settings, such as 
ambulatory care; (2) adopting state veterans’ home charging policies; (3) authorizing 
estate recovery programs; (4) increasing copayments for health services; (5) reducing 
or eliminating care for veterans with high incomes; (6) delaying VA hospital 
construction projects; (7) increasing the use of community nursing homes as an 
alternative to new VA nursing homes; (8) strengthening veterans’ income verikation 
requirements; (9) changing VA dispensing practices for prescription drugs; (10) 
eliminating the dispensing of over-the-counter drugs; (11) recovering the full costs of 
services provided to nonveterans; (12) consolidating its mail service pharmacies; (13) 
consolidating underutied services in nearby VA medical centers; (14) suspending 
locality-based pay a~ustments; and (15) restructuring its ambulatory care system. 

m PIor& Netwm (GAOIHEHs9516OR, May 16, 1995). 

GAO addressed a series of questions related to VA’s acquisition and intended use of 
the Naval Hospital in Orlando, Florida GAO noted that (1) the VA Integrated Planning 
Model is based upon veterans’ ages, average lengths of hospital stays, and number of 
patients treated in selected medical services; (2) VA used its model to project 
veterans’ inpatient, outpatient, and nursing home needs for the year 2005; (3) VA did 
not consider the number of VA hospitals per square mile per capita in making its 
construction planning decisions for central Florida and significantly overestimated the 
number of hospital beds it would need in 1995; (4) it is unclear why Florida’s hospital 
utilization rates are far below the national rates; (5) the veteran population is expected 
to decline in Florida and the nation over the next 15 years, while the total population 
in these areas is expected to increase; (6) there are waiting periods for certain elective 
medical treatments in central Florida VA hospitals due to st&ing reductions; and (7) 
the VA Integrated Planning Model adequately accounts for the aging nature of the 
veteran population. 

. , . )&&&II Care. Travis H-Co-on Protect Is Not Just&& 
(GAO/HEHS-96198, Sept. 3, 1996). 

Pursuant to a congressional request, GAO provided information on VA’s planned 
construction of an outpatient clinic and additional bed space at the David Grant 
Medical Center, focusing on (1) whether the project could be adequately justified and 
(2) whether there are costeffective alternatives to planned hospital construction. 
GAO found that (1) VA planned construction of additional bed space and an outpatient 
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clinic at Travis Air Base appears to be unjustified, (2) VA has not revised its 
construction plans to reflect the changes that have occurred in the health care 
marketplace and advances in medical practices and technology that have reduced the 
demand for hospital beds in northern California; (3) VA has not considered whether its 
construction plans will negatively affect surrounding community hospitals; (4) the 
veteran population in northern California is expected to decline by 25 percent between 
1995 and 2010 and may not be large enough to support a new outpatient clinic; (5) VA 
is adequately meeting the health care needs of Northern California Health Care System 
veterans; (6) although VA clinics have experienced some space constraints, they have 
had no problem in placing veterans needing hospital care and using community 
hospitals for medical emergencies; (7) alternatives to VA construction plans include 
modifying VA hospital referral patterns, expanding use of other mili&ry and VA 
hospitals, granting VA more authority to contract for lower cost community hospital 
services, or allowing it to purchase a local Air Force hospital for use as a hospital or 
outpatient clinic; (8) VA Sierra Pacific Network officials are evaluating the best way to 
meet veterans’ future health care needs, make better use of VA facilities, and increase 
the use of private and other public facilities; and (9) Congress’ decision on whether to 
fund the construction plan will significantly affect the alternatives and options that 
can be implemented. 

. . . VA Health Care. Trends in M&n-a&ice Claims Can Aid m Addressing Quahtv o . f Care 
Problew (HEHS-96-24, Dec. 21, 1995). 

From fiscal year 1990 to fiscal year 1994, malpractice claims against VA medical 
centers have steadily increased, from 678 to 978, with payments made to claimants 
totaling more than $209 million. In 1992, VA entered into an agreement with the 
Armed Forces Institute of Pathology (AFIP) to analyze trends in VA malpractice 
claims. VA’s quality assurance staff, however, are making only limited use of the 
information being developed by AFIP. Alnough malpractice claim information is 
available from DOD, it is not comparable to the malpractice data that VA colIects. 
The main reason for the lack of comparability is the absence of a standard data 
collection format. Nonetheless, GAO found that DOD information may be useful to VA 
to draw comparisons in areas in which malpractice claims are being generated, such 
as incidents related to surgery, diagnosis, and medication. 

. . V-g Survi 0x5 Comnensation on 
m &AO/&I&95-30, Mar. ; 19;5). 

Veterans’ Disabilitv Is a Viable 

In 1993, VA’s Dependency and Indemnity Compensation (DIC) program paid benefits 
totaling $2.7 billion to about 276,060 surviving spouses of service members who had 
died on active duty and surviving spouses of some disabled veterans. These benefits 
were paid under the Veterans’ Benefits Act of 1992, which changed the basis for DIC 
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benefits from the military rank of the deceased service member or veteran to a flat 
rate for all surviving spouses. This report (1) estimates DIC recipients’ total income 
and determines the kinds and the amounts of benefits received from other programs, 
(2) determines the financial impact on sulviving spouses of the deaths of totally 
disabled veterans and of veterans who were receiving supplemental payments because 
they had multiple severe disabilities and could not care for themselves, and (3) 
assesses alternative ways to set DIC benefits. 

, . . . Vm Be-. Better Assessments Needed to Guide Clwcessu 
Improvema (GAO/HEH!%95-25, Jan. 13, 1995). 

Slow claims processing and poor customer service have long been recognized as 
serious problems for VA As early as 1990, VA began encouraging its regional offices 
to improve their claims processing system, but processing times and backlogs have 
increased rather than decreased. At the end of fiscal year 1994, nearly 500,000 claims 
awaited a VA decision. About 65,000 of these were initial disability compensation 
claims. On average during fiscal year 1994, veterans waited more than 7 months for 
their initial disability claims to be decided and, if approved, payments to begin; some 
waited much longer. This report discusses VA’s current plans to change regional 
office claims processing and assesses VA’s plans to determine the effectiveness of 
those changes. 

Effecti e In era&on Needed Vew Benefits . 
w ;GAO/HEHsI)CI;, Se;t. 27, 1995). 

Within VA to Address ADDeals 

Veterans often wait months for VA to decide their compensation and pension claims. 
In addition, the 40,ooO veterans who appeal VA’s decisions each year wait much 
longer-more than 2 years for a final decision, according to agency officials. GAO 
found that VA’s appeals process is increasingly bogged down, and the outlook for the 
future is not bright. Legislation and court rulings have expanded veterans’ rights but 
also expanded VA’s adjudication responsibilities. VA is having difiiculty integrating 
these responsibilities into its already complex and unwieldy adjudication process. 
Since 1991, the number of appeals awaiting board action has risen by 175 percent and 
the average processing time has increased by more than 50 percent. Studies by GAO, 
VA, and others have recommended the need for autonomous organizations in VA to 
work together to identify and resolve problems. Yet GAO found that problems 
continue to go unidentified and unresolved. Unless VA clearly defines its audication 
responsibilities, it will be unable* to determine whether it has the resources to meet 
those responsibilities and whether new solutions may be needed, including laws 
amending VA’s responsibilities or reconfiguring the department. 
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Veterans’ Bene ts A Can Pre . . nt Millions in Co 
Overuavmen& ~GA~Hs958~Apr. 28, 1995). 

mnensation and Pension 

Despite its responsibility to ensure accurate benefit payments, VA continues to 
overpay veterans and their survivors hundreds of millions of dollars in compensation 
and pension benefits each year. VA has the ability to prevent millions of dollars in 
overpayments but has not done so because it has not focused on prevention. For 
example, VA does not use available information, such as when beneficiaries will 
become eligible for Social Security benefits, to prevent the overpayments from 
occurring. Furthermore, VA does not systematically collect, analyze, and use 
information on the specific causes of overpayments that will help it target preventive 
efforts. 

. . Veterans Cowtion. Offset of DOD Seoarauon Pav and VA DisabiliQ 
Cowtio~ (GAO/NSIAD-95123, Apr. 3, 1995). 

DOD uses separation pay to induce people to serve in the military despite the risk of 
involuntary separation. The Congress authorized special separation pay to minimize 
the use of involuntary separations in the ongoing force drawdown. Pay offsets 
prevent service members from receiving dual compensation for a single period of 
service. Repealing offsets for separation and disability pay would cost the federal 
government an estimated $435 million for those service members who separated 
during fiscal years 1995 to 1999. A repeal would cost about $799 million if it was 
made retroactive to fiscal year 1992, when the special separation pay program began. 
Separation and disability pay offsets have not signiticantly undermined the voluntary 
separation incentive. According to DOD, the bulk of the drawdown since fiscal year 
1992 has been accomplished through voluntary separations. DOD requires the services 
to inform separating service members about the offset. 

. . . , . . Veterans He&h Care. Fa&ues Resource Allocatmns Could Be More Eopiitable 
(GAO/HEHS-96-48, Feb. 7, 1996). 

VA confronts the challenge of equitably allocating more than $16 billion in health care 
appropriations across a nationwide network of hospitals, clinics, and nursing homes. 
The challenge is made greater by the changing demographics of veterans. Although 
nationally the veteran population is declining, some veterans have relocated from the 
Northeast and the Midwest to southern and southwestern states in the past decade, 
offsetting veteran deaths in these states. VA has tried for years to implement an 
equitable resource allocation method-one that would link resources to facility 
workloads and foster efficiency. The need for such a system has become more urgent 
in recent years because of the demographic shift in veterans and the dramatic changes 
in health care resulting from increasingly limited resources. The resource allocation 
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system can help VA achieve this goal by forecasting workload changes and providing 
comparative data on facilities’ costs. Nonetheless, VA has not taken steps to 
overcome several barriers that can prevent it from acting on the data the system 
produces. If the system is to live up to its potential, several changes must be made, 
including linking resource allocation to VA’s strategic plan, conducting a formal review 
and evaluation of facility cost variations, evaluating the basis for not allocating funds 
through resource planning and management, and using resource planning and 
management to overcome differences in veterans’ access to care. 

. . des to Meem 
Needs (GAOIHEHS96-68, Mar. 15, 1996). 

, Veterw Home H&h Care 

In fiscal year 1994, VA provided home health care to more than 40,000 veterans at a 
cost of $64 million to VA and millions more to Medicare. By providing them with 
home health care, VA allows these veterans to continue living at home and in their 
communities, rather than receive care in institutions. Veterans need home health care 
for various reasons. Some veterans have chronic health problems, such as heart 
disease, and require periodic visits, while others have been discharged from VA 
medical centers following surgery and need dressings changed or medications . . admm&ered. The number of veterans needing home health care is expected to grow 
as the veteran population ages and as VA discharges patients from its hospitals to 
reduce the costs of hospitalization. This report provides information on (1) the 
characteristics and the services of the home health care programs that VA uses, (2) 
the available data on program costs, and (3) the way in which VA ensures that 
veterans receive qua&y service. 

. . . Vocvoues to Place Fe 
(GAO/HEHS96-155, Sept.- 3VI996). 

w Disabled Veterans in Jobs 

Pursuant to a congressional request, GAO reviewed VA’s vocational rehabilitation 
program, focusing on (1) the percentage of rehabilitated veterans, (2) the services 
provided, (3) the characteristics of clients served, (4) the cost of rehabilitation, and (5) 
VA’s efforts to improve program effectiveness. GAO found that (1) the VA vocational 
rehabilitation program continues to focus on training and higher education, but it 
places few veterans in jobs; (2) from 1991 to 1995, VA rehabilitated only about 8 
percent of eligible veterans, while 5I percent continued to receive program services; 
(3) those program participants with a serious employment handicap declined from 40 
percent to 29 percent over the last 5 years and those with a 16-to-20 percent disability 
increased from 34 percent to 42 percent; (4) over 90 percent of program applicants 
were male and had completed high school and almost 25 percent had taken some 
college courses; (5) VA spent, on average, about $20,000 on each employed veteran 
and $10,600 on each program dropout; (6) over one-half of VA rehabilitation costs 

70 GAO/HEHS-98-101R Aging Issues 



ENCLOSURE I ENCLOSURE I 

were for veterans’ subsistence allowances; (7) state vocational rehabilitation agencies 
rehabilitated 37 percent of eligible individuals, while the remaining individuals 
continued to receive state program services; (8) the state vocational rehabilitation 
programs provided a wide range of rehabilitation services, and a majority of their 
clients were severely disabled; (9) almost 60 percent of the state program applicants 
were male and had completed high school, and 17 percent had completed some 
college courses; (10) the state programs spent, on average, about $3,000 on each 
rehabilitated client and about $2,000 on each dropout, none of which covered clients’ 
Ming expenses; (11) VA established a design team in 1995 to improve program 
effectiveness, primarily by increasing the percentage of suitably employed veterans, 
improving staff job fkling and placement skills, and developing a data management 
system; and (12) VA plans to implement these program changes in fiscal year 1997. 

I WAS V-Initiative (GAO/HEHS96191R, Aug. 30, 1996). 

Pursuant to a congressional request, GAO examined VA’s progress in implementing 
management improvement initiatives to its health care system, administered by the 
Veterans Health Administration (VHA). GAO noted that (1) VA has concentrated its 
efforts on implementing those initiatives aimed at reducing centrally funded activities 
while deferring most of the more significant recommendations and (2) VA addressed 
the 1995 and 1996 budget reductions mainly through across-the-board cuts. In an 
August 20, 1996, letter, VA commented to GAO that the agency is making considerable 
progress toward implementing those initiatives still appropriate. 
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ENDAR YEAR 1995 AND 1996 TESTIMONIES ON ISSUES AFFECTING 
ER AMERICANS 

GAO testified 69 times before congressional committees during calendar years 1995 
and 1996 on issues relating to older Americans. Of these testimonies, 2 were on 
education and employment, 35 on health, 3 on housing, 20 on income security, and 9 
on veterans and DOD issues. 

UCqTION AND EMPLOYMENT ISSUES 

. . of I&or: Rew the Federal Role m . orker Protection and 
Workforce Devew (GAO/T-HEHS-95125, Apr. ‘4, Egg). 

Although the Department of Labor has accomplished much over the years, its current 
approaches to worker protection are dated and frustrate both workers and employers. 
What is needed is greater service orientation, improved communication, greater access 
to compliance information, and expanded meaningful input into the standard-setting 
and enforcement processes. By developing alternative regulatory strategies that 
supplement and even replace its current labor-intensive compliance and enforcement 
approach, Labor can carry out its responsibilities in a less costly, more effective 
manner. Similarly, in the workforce development area, the government’s job training 
effort consists of a patchwork of federal programs with similar goals, conflicting 
requirements, overlapping populations, and questionable outcomes. The roughly $20 
billion appropriated in fiscal year 1995 for job training assistance to adults and out-of- 
school youth was distributed to 15 agencies, including Labor, and supported 163 
separate programs. This situation suggests that a maor overhaul and consolidation of 
the programs are needed. 

. . oeram Deh erv Could Be Impro ed . . ‘ve Actions (GAOGHEHS9657, Nov. 2,v1995). nlative and m 

The Labor Department’s Senior Community Service Employment Program finances 
part-time minimum-wage community service jobs for about 100,006 poor elderly 
Americans. GAO found that Labor distributes program funds through noncompetitive 
grants to 10 national organizations, called national sponsors, and to state agencies. 
These national sponsors and state agencies, in turn, use the grant funds to finance 
local employment projects run by community service host agencies, such as libraries, 
nutrition centers, and parks, that directly employ older Americans. GAO found that 
the relative distribution of funds to the national sponsors and state agencies along 
with Labor’s method of implementing the hold-harmless provisions have resulted in 
the distribution of funds among and within states that bear little relationship to actual 
need. GAO also found that, under Labor’s regulations, expenditures that GAO believes 
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to be administrative in nature may be charged to another cost category, allowing 
grantees to exceed the statutory 15percent limit on administrative costs. 

ISSUES 

Blue Cross ad Blue S 
, eld- Chame in Phm 

(GAO/T-HEHS-96266, :pt:,, 1996). 
acv Benefits Affects Federal Enrollees 

Of the 400 health plans available to federal workers, the Blue Cross and Blue Shield 
plan is the largest, covering nearly 42 percent of the 4 million federal enrollees. To 
control drug costs, Blue Cross and Blue Shield recently began requiring federal 
enroIlees to pay 20 percent of the price of prescriptions purchased at pticipating 
retail pharmacies. Previously, federal enrollees did not have to pay anything for 
prescription drugs. Enrollees may continue to receive drugs free of charge, however, 
if they buy them through the plan’s mail-order program. Members of Congress and 
retail pharmacies have raised concerns about the quality of mail-order services and the 
effect of the change on the business of retail pharmacies that serve plan enrollees. To 
provide pharmacy services to its federal employee health plan, Blue Cross and Blue 
Shield contracts with two pharmacy benefit managers (PBM): PCS Health Systems, 
Inc., which provides retail prescription drug services, and Merck-Medco Managed Care, 
Inc., which provides mail-order drug services. This testimony discusses (1) Blue Cross 
and Blue Shield’s reasons for the benefit change, (2) how it was implemented, (3) the 
change’s effect on retail pharmacies, and (4) the extent to which PCS and 
Merck-Medco have met their contract requirements for services provided to the federal 
health plan. 

. . . . . cmui!d~ k&h Centers. ChallenPres_ing to Pmmd Managed Care 
(GAO/T-HEHS95143, May 4, 1995). 

As states move to prepaid managed care to control costs and improve access for their 
Medicaid clients, the number of participating community health centers continues to 
grow. Medicaid prepaid managed care is not incompatible with health centers’ 
mission of delivering health care to medically underserved populations. However, 
health centers face substantial risks and challenges as they move into these 
arrangements. Such challenges require new knowledge, skiUs, and information 
systems. Centers lacking expertise and systems face an uncertain future, and those in 
a vulnerable financial position are at even greater risk. Today’s debate over possible 
changes in federal and state health programs heightens the concern over the financial 
vulnerability of centers participating in prepaid managed care. If this funding source 
continues to grow as a percentage of total health center revenues, centers must face 
building larger cash reserves while not compromising services to vulnerable 
populations. 
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Consuer Hea&& Informatics. . Emertiu Issues (GAO/T-AIMD-96134, July 26, 1996). 

Technology has increased the amount of health information available to the public, 
allowing consumers to become better educated and more involved in their own health 
care. Government and private health care organizations rely on a variety of 
technologies to disseminate health information on preventive care, illness and i@ry 
management, treatment options, post-treatment care, and other topics. ‘Ihis report 
discusses consumer health informatic&he use of computers and telecommunications 
to help consumers obtain information, analyze their health care needs, and make 
decisions about their own health. GAO provides information on (I) the demand for 
health information and the expanding capabilities of technology; (2) users’ and 
developers’ views on potential systems advantages and issues surrounding systems 
development and use; (3) government involvement-federal, state, and local-in 
developing these technologies; and (4) the status of related efforts by HHS. As part of 
this review, GAO surveyed consumer health informatics experts and presents their 
views on issues that need to be addressed when developing consumer health 
information systems. 

. over Ras& Hea, Issues. RQ-&, and Cw Posed bv Fm 
(GAOA’-&Hs95223, July 25,1995). 

As the movement for comprehensive federal health care reform has lost steam, the 
focus of reform has shifted to the states and private market. States remain concerned 
about the growing number of persons lacking health coverage and about financing 
health plans for poor persons. Employers have become increasingly aggressive in 
managing their health plans and have adopted various managed care plans and 
innovative funding arrangements. However, ERISA effectively blocks states from 
directly regulating most employer-based health plans, although it allows states to 
regulate health insurers. GAO found that nearly 40 percent of enrollees in 
employer-based health plans-44 million people-are in self-funded plans. The divided 
federal and state framework for regulating health plans produces a complex set of 
trade-offs. Self-funded plans, which are exempt from state regulation under ERISA, 
provide employers greater flexibility to design a health benefits package that may have 
been less feasible to provide under state regulation. At the same time, however, states 
are unable to extend regulations, such as solvency standards, preexisting condition 
clause limits, and guaranteed issue and renewal requirements, even indirectly, to 
enrollees in these self-funded plans. 
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d and Abuse: Medicare Continues to Be Vulnerable to Exnloitation bu 
ynscrunulous Providers (GAOfI’-HEHS96-7, Nov. 2, 1995). 

Most Medicare providers try to abide by program rules and strive to meet 
beneficiaries’ needs. Nevertheless, Medicare is overwhelmed in its attempts to keep 
pace with, much less stay ahead of, those bent on cheating the system. GAO’s recent 
investigations of Medicare fraud and abuse have implicated home health agencies, 
medical suppliers, pharmacists, rehabilitation therapy companies, and clinical 
laboratories. They are attracted by the high reimbursement levels for some supplies 
and services, and the few barriers to entry into this lucrative marketplace. Once 
engaged in these profitable activities, exploitative providers too often escape detection 
because of inadequate claims scrutiny, elude pursuit by law enforcement authorities 
because of the authorities’ limited resources and fragmented responsibilities, and face 
little risk of speedy or appropriate punishment. 

. . . . ud ad Abuse. Providers Excluded From Med card ConQnue to Partrc . 
Federal &&h Prw (GAO/T-HEHS96205, S&t. 5, 1996). 

mate b 

Although HHS’ Ofiice of Inspector General (OIG) has excluded thousands of health 
care providers from state Medicaid programs because they committed fraud or 
delivered poor care to beneficiaries, weaknesses in the OIG’s process could leave such 
providers on the rolls of federal health programs for unacceptable periods of time. 
This puts at risk the health and safety of beneficiaries and compromises the financial 
integrity of Medicaid, Medicare, and other federal health programs. The weaknesses 
include (1) lengthy delays in the OIG’s decision process, even in cases where a 
provider has been convicted of fraud or patient abuse and neglect; (2) inconsistencies 
among OIG field offices regarding which providers will be considered for nationwide 
exclusion; (3) states not informing the OIG about providers who agree to stop 
participating in their Medicaid programs even though the provider withdrew because 
of egregious patient care or abusive billing practices; and (4) how states use 
information from the OIG to remove excluded providers from state programs. 
Because of incomplete records in the OIG field offices, GAO could not reach a 
conclusion as to the magnitude of these problems. 

. . Health Insurance Re&tion: National P rtab&v Standards 
(GAO/THEHS95;05, July 18, 1995). 

Would Facilitate 
Chanfz.in&,&&.h Plans 

Many Americans face discontinuity in their health care coverage when they change 
employers, and others do not change jobs because of concerns about losing health 
care coverage. GAO surveyed the status of federal and state insurance reforms and 
the number of individuals who would be affected by legislation to establish national 
portability standards. GAO found that federal and state laws reflect steps taken to 
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improve the portability of health insurance, but the possibility remains that an 
individual’s coverage would be reduced when changing jobs because most private 
health plans still require waiting periods before making people with preexisting 
conditions fully eligible for coverage. On the basis of existing data on the number of 
people who change jobs and studies on the effect of health insurance on job mobility, 
GAO estimates that up to 21 million Americans would benefit fi-om legislation waiving 
preexisting condition exclusions for individuals who have maintained continuous 
health care coverage. 

The Congress has begun reexaminin g the $131 billion Medicaid program-one of the 
fastest growing components of both federal and state budgets. In 1993, Medicaid cost 
nearly $106 billion more and served about 10 million more low-income residents than 
it did a decade ago. To contain exploding costs and enrollment, many states are 
seeking greater flexibility in implementing statewide Medicaid managed care programs. 
Currently, this flexibility is available only through the waiver authority established by 
section 1115 of the Social Security Act Although many states have expressed interest 
in waivers, only four states have waivers in place. Two additional states have 
received federal approval, but their plans still must be ratified by state legislatures. 
States face significant challenges as they move from traditional fee-for-service systems 
into managed care. Specifically, the emphasis that &&es put on program 
implementation and oversight may affect whether states’ managed care programs 
successfully contain costs while increasing access to quality health care. 

. . Perfov Mom 

When the Medicaid program was established in 1965, a matching formula was 
developed to narrow differences likely to arise among Medicaid programs in wealthier 
and poorer states. By giving poorer states a higher federal match, it was believed that 
disparities would be reduced across states in (1) population groups and services 
covered in each state program and (2) the tax burden imposed by the financing of 
Medicaid relative to the size of the state’s financial resources. GAO testified that the 
matching formula, with its reliance on per capita income as a measure of state wealth, 
has not significantly reduced wide differences in states’ Medicaid programs or the tax 
burdens to support them. Large disparities persist in the coverage of population 
groups and types of services as well as in the burdens that state taxpayers bear in 
Cnancing state programs. Modifying the formula could enhance the ability of federal 
payments to narrow program disparities. 
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Soending Pressures Dn e Stat 
EHS95129, Apr. 4, 1995; 

es Toward Program Remvention 

The $131 billion Medicaid program is at a crossroads. Between 1985 and 1993, 
Medicaid costs tripled and the number of beneficiaries rose by more than 50 percent. 
Medicaid costs are projected to rise to $260 billion, according to the Congressional 
Budget Office. Despite federal and state budgetary constraints, several states are 
exerting pressure to expand the program and enroll hundreds of thousands of new 
beneficiaries. The cost of expanded coverage, they believe, will be offset by the 
reallocation of Medicaid funds and the wholesale movement of beneficiaries into some 
type of managed care arrangement. This testimony examines (1) federal and state 
Medicaid spending, (2) some states’ efforts to contain Medicaid costs and expand 
coverage through waiver of federal requirements, and (3) the potential impact of these 
waivers on federal spending and on Medicaid’s program structure overall. 

. . edmard . So-es Spur States To 
(GAO/T-I&S-96-75, Jan. 18, 1996). 

ward Prm Restrucw 

Several factors, including federal mandates that expand eligibility, medical price 
inflation, and creative financing schemes, have boosted Medicaid costs. To contain 
these expenses, 22 states have recently sought waivers from federal regulations that 
limit their ability to run extensive managed care programs. Some of these states have 
required the enrollment of their acute care patients-primarily low-income women and 
children-into managed care programs and have expanded coverage to previously 
ineligible persons. Arizona, which runs a Medicaid managed care program under a 
federal waiver obtained more than 10 years ago, has lowered Medicaid spending by 
millions of dollars. It also leads the states in its development of information systems 
for collecting medical encounter data essential for assessing quality of care. 

. . edmaid. . . . . . State Flelabmtv m Implemew M-d Care Programs Rem 
ronnate Over@& (GAOtT-HEHS95296, July 12, 1995). 

Requiring states to obtain waivers to broaden use of managed care may hamper their 
efforts to aggressively pursue cost-containment strategies. At the same time, because 
current program restrictions on managed care were designed to reinforce quality 
assurance, their absence requires the substitution of appropriate and adequate 
mechanisms to protect both Medicaid beneficiaries and federal dollars. Finally, the 
reinvestment of managed care savings to expand Medicaid coverage to several million 
additional persons suggests the need for up-front consultation with the Congress 
because of (1) the heavier financial burden such 1115 waivers may place on the 
federal government and (2) the issue of whether the U.S. Treasury should benefit from 
those savings. 
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. . edicad: . . Stateunde Section 1115 Demmons Imnact on IQ&&v Servrce 

Deliverv and F’rogram Cost (GAO/T-HEHS95182, June 21, 1995). 

. . . . . 

The growth of Medicaid, which accounted for $142 billion in federal and state outlays 
in 1994, is outpacing even the growth of Medicare. This is happening at a time when 
states are feeling pressured flnanciahy and are seeking ways to care for their 
uninsured populations. In response, states are, one by one, reinventing their Medicaid 
programs, using the authority of section 1115 waivers. Named for section 1115(a) of 
the Social Security Act, these waivers free states from some Medicaid restrictions on 
the use of managed care delivery systems. They also allow states to expand 
Medicaid-financed coverage to persons not normally eligible for Medicaid. This 
testimony presents a detailed look at Medicaid’s growing expenditures, describes 
states’ efforts to obtain section 1116 waivers, and summarizes the expenditures 
forecast of programs operating with waivers. 

. Pnvate Sector Tew Could Curb Losses to Fraud Abuse 
(GAO/T-HEHS95211, July 19, 1995). 

Medicare’s loss of billions of dollars to fraud and abuse could be curbed by adopting 
such private sector techniques as competitive bidding, use of advanced software to 
detect gross overpayments, and preferred networks to better control costs. Medicare’s 
losses stem from inappropriate pricing and inadequate scrutiny of claims for 
payments. l+rther, abusive and poorly qualified providers of medical services and 
supplies continue to participate in the program. These problems are not unique to 
Medicare. However, private payers are often able to react quickly, through a variety 
of management approaches, whereas Medicare’s pricing methods and controls over 
utilization, which were consistent with health care financing and delivery when the 
program started, have not been adapted to today’s environment 

. edma . . AlIeons mt ABC Hqm&&&&h Care (GAO/T-OSI-9518, 
July 19, 1995). 

In response to a congressional request, GAO investigated allegations against ARC 
Home Health Care, a home health agency (HHA), and its participation in the Medicare 
home health care program. In the Medicare program, providers may receive 
reimbursement for only those expenses that are reasonable in amount and related to 
patient care for eligible patients. Current and former employees told GAO that local 
ABC officer managers directed them to alter records to make it appear that patients 
continued to need home health visits. Additionally, managers directed employees to 
continue visiting patients who, in the employees’ opinion, did not quaIi@ for home 
health care because they no longer met Medicare rules defining homebound status. 
ABC also reportedly charged Medicare for the cost of acquiring other HHAs by paying 
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owners a small sum up front and the balance in the form of salary under employment 
agreements, a practice that is inconsistent with Medicare regulations for 
reimbursement. Finally, according to former employees, some managers directed 
employees to market ABC and its services with the intent of charging Medicare for 
costs that were not reimbursable. GAO has shared information concerning possible 
illegal activities with appropriate law enforcement authorities. 

. . . Medicare Chums B&JIZ A use. Commercial Software Could 
(GAOrr-bAIMD-95133, May 5, 1995). 

Save Hundreds of 

With an investment of only $20 million in off-the-shelf commercial software, Medicare 
could save nearly $4 billion over 5 years by detecting fraudulent claims by 
physicians-primarily manipulation of billing codes. On the basis of a test in which 
four commercial firms reprocessed samples of more than 20,060 paid Medicare claims, 
GAO estimates that the software could have saved $603 million in 1993 and $640 
million in 1994. GAO estimates that because beneficiaries are responsible for about 22 
percent of the payment amounts-mainly in the form of deductibles and 
copayments-Medicare could have saved them $134 million in 1993 and $142 million in 
1994. The test results indicate that only a small portion of providers are responsible 
for most of the abuses: fewer than 10 percent of providers in the sample had 
miscoded claims. 

cessr e Pavments for Medical SuQpbes Continue Desnite bnnrovemen& 
9$oct. 2, 1995). 

Despite improvements by HCFA in claims monitoring, problems in payments for 
medical supplies persist The inflexibility of Medicare’s fee schedule results in 
payment rates that are higher than wholesale and many retail prices. In addition, in 
the case of many part A claims, claims processing contractors do not know what they 
are paying for and in the case of part B claims, have not had a basis for questioning 
unreasonably high charges. Neither type of contractor has been able to test claims for 
possible duplicate payments. For these reasons, Medicare has lost hundreds of 
millions of dollars in unnecessary payments. By obtaining the legislative authority to 
modify payment rates in accordance with market conditions, requiring providers to 
itemize claims, and introducing the relevant medical policies before paying for new 
benefits, HCFA could reduce its dollar losses arising from medical supply payments. 
Contractors could avoid paying unreasonable charges and making duplicate payments. 
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Medicare. l-h . ‘gh Snenc;fing Growth Calls for Aggressive Action (GAO/T-HEHS9575, 
Feb. 6, 1995). 

The government faces strong obstacles to bringing Medicare expenditures under 
control. Broad-based payment system reforms have slowed overall spending, but 
Medicare growth rates remain higher than overall inflation. And although more 
reforms may be needed, their nature is the subject of much debate. There is less 
dispute, however, that Medicare pays too much for some services and supplies. Fiscal 
pressures have increasingly led private and state-government payers to negotiate 
discounts with providers and to manage the form and the volume of care. Medicare 
has not exercised its potential market power in similar fashion when buying some 
services, such as rehabilitation therapy. GAO suggests that the government change the 
reimbursement policies for these excessively costly services to ensure that it is acting 
as a prudent buyer. Also, greater vigilance over wasteful or inappropriate payments 
could better protect Medicare against fraudulent and abusive billings from providers. 

. . creased Federal Over&rt of HMOs Could Improve QJJ&W of and Access 
to Care (GAO/T-HEHS95229, Aug. 3, 1995). 

This testimony discusses problems that HCFA has had monitoring HMCk it contracts 
with to provide services to Medicare beneficiaries and ensuring that they comply with 
Medicare’s performance standards. GAO found weaknesses in HCFA’s quality 
assurance monitoring, enforcement measures, and appeal processes. Although HCFA 
routinely reviews HMO operations for quality, these reviews are generally perfunctory 
and do not consider the financial risks that HMOs transfer to providers. Moreover, 
HCFA collects virtually no data on services received through HMOs to enable HCFA to 
identify providers who may be underserving beneficiaries. In addition, HCFA’s HMO 
oversight has two other major limitations: enforcement actions are weak and the 
beneficiary appeal process is slow. HCFA’s current regulatory approach to ensuring 
good HMO performance appears to GAO to lag behind the private sector. 

. . . drwe ud Care. Eeent Growth Undwcores Need to Re VaD m 
methods (GAORrHEHS-95207, July 12, 1995). 

Rapid growth in the number of Medicare beneficiaries in HMOs increases the urgency 
of correcting rate-setting flaws that result in unnecessary Medicare spending. By not 
tailoring its HMO capitation payment to how healthy or sick HMO enrollees are, HCFA 
cannot realize the savings that plivate-sector payers capture from HMOs. Two lessons 
can be learned from GAO’s review of ways to fix Medicare’s HMO capitation 
payments. First, a multipronged approach to rate setting makes sense. The large 
disparities in market conditions between states call for solutions keyed to market 
conditions. Second, with respect to achieving the promise of such initiatives, details 
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matter. How these strategies are designed and implemented could mean the 
difference between success and failure. GAO beiieves that in the short term, HCFA 
can overcome its capitation problem by introducing a better health status risk 
adjustor. HCFA should also promptly test competitive bidding and other promising 
approaches to setting HMO rates that reduce Medicare costs. 

. ed care Managed Care: Proeram G owth * . ghbghts Need t 
Problems (GAOfI’HEHS95174, May ‘24, 19:). 

o Fix HMO Pavment 

(This testimony is similar to our July 12, 1995, testimony summarized above.) 

on Can Be Sa ed bv Screenmg Claims for Overused Services 
&, Feb. 8, $6). 

Medicare contractors routinely pay hundreds of millions of dollars in Medicare claims 
without first determinin g if the services provided are necessary. GAO reviewed 
payments to doctors for six groups of high-volume medical procedures-ranging from 
eye examinations to chest X rays-that accounted for nearly $3 billion in Medicare 
payments in 1994. GAO also surveyed 17 contractors to determine if they had used 
medical necessity criteria in their claims processing to screen for these six groups of 
procedures. For each of the six groups, more than half of the 17 contractors failed to 
use automated screens to flag claims for unnecessary, inappropriate, or overused 
treatments. These prepayment screens could have saved millions of taxpayer dollars 
now wasted on questionable services. Problems with controlling payments for widely 
overused procedures continue because HCFA lacks a national strategy to control these 
payments. HCFA now relies on contractors to focus on procedures where local use 
exceeds the national average. Although this approach helps reduce local overuse of 
some procedures, it is not designed to control overuse of a procedure nationwide. 

Medicare. Modem went Strategies Could Curb Fraud. Waste. and Abuse 
(GAO/T-HEHS-95227, July 31, 1995). 

Medicare’s vulnerability to provider exploitation of its billing system stems from a 
combination of factors: (1) higher than market rates for some services, (2) inadequate 
checks for detecting fraud and abuse, (3) superficial criteria for confirming the 
authenticity of providers billing the program, and (4) weak enforcement efforts. 
Various health care management techniques help private payers avoid these problems, 
but Medicare generally does not use these techniques. The program’s pricing methods 
and controls over utilization have not kept pace with changes in health care financing 
and delivery. To some extent, the predicament inherent in public programs-the 
uncertain line between adequate managerial control and excessive government 
intervention-helps explain the dissimilarity in the ways in which Medicare and private 
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health insurers run their respective “plans.” GAO believes that a viable strategy for 
remedying the program’s weaknesses consists of adapting the health care management 
approach of private payers to Medicare’s public payer role. This would entail (1) 
more competitively developed payment rates, (2) beefed-up fraud and abuse detection 
that uses modern information systems, and (3) more rigorous criteria for granting 
authorization to bill the program. 

. e&care. . Modem Mwment Strategres Needed to Cur . . b Program &&~tatron 
(GAO/THEHS95183, June 15, 1995). 

(?‘his testimony is similar to our July 31, 1995, testimony described above.) 

Medic=. . . . . hDorturat=s he A d&k TV ABplv Maw@ Care Sbatedes 
(GAO/T-HEHS95-81, Feb. 10, li95). 

Although the private sector quickly embraced managed care as an effective way to 
control the growth of health care costs, Medicare has moved more slowly. GAO 
believes that Medicare could benefit from the experience of the private sector and 
should test such managed care strategies as competitive bidding for HMOs. Using 
market power to negotiate with HMCk over price and increasingly over quality and the 
production of report-card-type information, large employers are becoming more 
prudent and sophisticated purchasers of health care. The particulars of these efforts 
may not be directly transferable to the federal government, but their goals of using 
incentive-based solutions to contain costs, guarantee quality, and inform consumers 
are worthy of consideration and testing. 

. . . t Outrons to Reduce Ramd &en- 

Improvements to Medicare’s traditional fee-for-service program could yield 
much-needed savings. With better management, this program, which now serves 
about 90 percent of beneficiaries, could run more efficiently while continuing to 
provide good service to the nation’s elderly. This means allowing Medicare to use 
tools similar to those used by private payers to manage health care costs. Negotiated 
discounts, competitive bidding, preferred providers, case management utilization 
reviews-these and other tools allow private payers to use market forces to control 
health care costs. Most, however, are not authorized for general use by HCFA, which 
runs Medicare. This results in a publicly financed program that pays 
higher-than-market rates for some goods and services and sometimes pays without 
question for improbably high bills. Recent HCFA efforts and pending legislation to 
address these problems appear promising. In addition, HCFA should test the 
feasibility of applying management strategies in high-cost, high-utilization areas. 
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Finally, the Congress needs to give HHS the flexibility to make prompt price 
a&stments. 

Medicare* Pn ate Sector and Federal Efforts to Assess Health Care Qua&& 
(GAO/T-HEHG6215, Sept. 19, 1996). 

HCFA now estimates that 4.3 million Medicare beneficiaries are enrolled in HMOs. 
Enrollment is believed to be growing at a rate of 100,006 new members per month. 
This testimony discusses ways to ensure that quality care is provided to the Medicare 
beneficiaries joining these HMOs. HCFA, which runs Medicare, finds the potential 
cost savings associated with managed care attractive. Concerns have been raised, 
however, that the cost control strategies employed by HMOs could undermine the 
quality of care. This testimony discusses (1) quality assessment methods used by 
large corporate purchasers of health insurance from HMOs, (2) quality assessment 
methods used by HCFA in administering the Medicare HMO program, (3) quality 
assessment methods HCFA plans for the future, and (4) what both corporate 
purchasers and HCFA are doing to share information about quality with employees 
and Medicare beneficiaries. 

. Medic= . R&d SDenctutn for More Pm&m Purchasing 
(GAO/T-HEHS95193, June 28, 1995). 

Last year, federal spending for Medicare totaled $162 billion-more than $440 million a 
day. In March 1995, the Congressional Budget Office estimated that these outlays 
would approach $350 billion by 2002. In 2995, they could exceed $460 billion unless 
changes are made. This testimony discusses ways in which the Medicare program 
could avoid excessive or unnecessary spending. GAO examines areas of rapid 
spending growth and ways to conserve program dollars-mainly by revising 
reimbursement policies and better controlling unwarranted use of services. 

. Medic=. Reducing Fraud and Abuse Cm Sa ve Ri]lions (GAO/T-HEHS-95157, 
May 16, 1995). 

Medicare is overwhelmed in its efforts to keep pace with, much less stay ahead of, 
those bent on cheating the system. Various factors converge to create a particularly 
rich environment for profiteers. These include the following: (1) weak fraud and 
abuse controls to detect questionable billing practices, (2) few limits on those who 
may bill-companies using post office box numbers have qualified to bill the program 
for virtually unlimited amounts-and (3) overpayment for services. This testimony 
describes how providers exploit the system, why they are able to do so, and what 
steps Medicare has taken and what remains to be done to protect the program and the 
taxpayers against fraudulent reimbursement schemes and abusive billing practices. 
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Sound Develonment 

HCFA is developing a critical new claims-processing system, the Medicare transaction 
system @ITS), to replace the nine systems now used by Medicare. MTS’ goal is to 
better protect program funds from waste, fraud, and abuse; allow better oversight of 
Medicare contractor operations; improve service to beneficiaries and providers; and 
cut administrative expenses. The weaknesses in HCFA’s development of MTS stem 
from a lack of a disciplined management process; a process in which information 
systems and technology should be managed as investments. Not managing MIS in 
this way has led to system design and development proceeding despite (1) dif6culties 
in defining requirements, (2) a compressed scheduled containing significant overlap of 
system-development phases, and (3) a lack of reliable information on costs and 
benefits. These risks in the development of MTS can be substantially reduced if HCFA 
adopts some of the best practices that have proven effective in other organizations: 
managing systems as investment, changing information management practices, creating 
line manager ownership, better managing resources, and measuring performance. 

. . pharmacv Benefitv Rem on V-es With DrqgJ&&am 
(GAO/THEHS96& Feb. 7,’ 1996). 

Recently, some of the largest drug companies have merged or formed alliances with 
some of the largest PBMs. PBMs manage the prescription drug part of health 
insurance plans covering millions of Americans. These ventures gained attention not 
only because of their size but because of concerns that the PBMs would automatically 
give preference to their manufacturer partners’ drugs over those made by competitors. 
The results of GAO’s analysis of PBM formularies-a list of preferred prescription 
drugs by therapeutic class, often with cost designations-indicate that continued 
oversight of mergers and alliances between pharmaceutical manufacturers and PBMs 
is warranted to ensure competition in the marketplace. For example, the changes in 
Medco’s formulary that appear to favor Merck drugs do not necessarily show that 
Medco automatically gave preference to Merck drugs over those of competitors. 
However, the form&q changes support the Federal Trade Commission’s decision to 
continue monitoring the MerckIMedco merger and other such ventures. 

. . . . SW Drug Prrclng . . . . 
* 

ImnhcaQons for Remac ies (GAO/T-HEHS-96216, 
t. 19, 1996). 

Congressional hearings during the late 1980s highlighted the fact that the prices that 
consumers paid for prescription drugs were increasing more rapidly than the rate of 
inflation. In 1990, the Congress tried to control prescription drug expenditures by 
significantly changing the way that Medicaid pays for outpatient drugs. Vertical 
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integration in the pharmaceutical market later became a concern, particularly mergers 
between large drug companies and PBMs. This testimony responds to the following 
three questions: How and why has the process by which drugs get from manufacturers 
to patients changed? What have been the consequences for retail pharmacies of 
changes in this process ? What general strategies are retail pharmacies undertaking or 
proposing to respond to an increasingly competitive environment? 

. . . . scnDt;lon DNPS and the Elderlv: Manv Still Rece e P tentiallv armful 
DesDite Recent In-mrovements (GAOfI’-HEHS-96-114, ‘Lar.>S, 1996)FI 

Drugs 

GAO’s analysis of 1992 data found that 17.5 percent of nearly 30 million Medicare 
recipients were still being prescribed drugs that were generally unsuitable for their age 
group. Although this is an improvement over the almost 25 percent reported for 1987 
data, the inappropriate use of prescription drugs remains a mdor health problem for 
the elderly. Insufficient coordination of patient drug therapies and weaknesses in 
communication between providers, pharmacists, and patients have compounded the 
problem. Inappropriate prescribing practices and the ensuing drug use have caused 
many elderly persons to suffer harmful effects that, according to FDA, have resulted in 
hospitalizations costing $20 billion annually. The costs are partly covered by Medicare 
and Medicaid. States, advocacy groups, and physician and pharmacy organizations 
have, however, taken steps to reduce inappropriate drug use. In addition, managed 
care, pharmacy benefit management, and other coordinated health care systems have 
features designed to reduce inappropriate prescription drug use among the elderly. 

. . crmbon Drugs . . . Imahcatzons of Drue LabeliBg and Off Label Use 
(GAOfWEHS-962.12, Sept. 12, 1996). 

s 

Physicians use a drug “off-label” when they prescribe an FDA-approved drug for 
treatments other than those specified on the label. GAO testified that off-label 
prescribing is prevalent and presents various problems for policymakers at different 
times. As it stands now, the problem is that the drug industry believes that labels 
overly constrain its ability to promote its products. This problem can be solved either 
by relying on sources in addition to the label to define appropriate promotion or by 
improving the process for updating the label. These two options are not necessarily 
mutually exclusive and both have benefits and drawbacks. 

Statu of Medicare’s Federal HosDital Insurance Trust Fund (GAO/T-HEHS-96-94, Feb. 
29, 1:96). 

This testimony focuses on GAO’s ongoing review of the status of Medicare’s Federal 
Hospital Insurance (part A) Trust Fund. GAO discusses (1) when the administration 
became aware that the trust fund had an operating deficit-that is, cash outlays 
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exceeded cash receipts-of $36 million for fiscal year 1995 and how the information 
was disseminated and (2) what the status is of current projections regarding the trust 
fund. 

and Ur an De . ‘- elopment bmrted Progress Made on HUD Reforms 
ED&ll2, Mar. 27, 1996). 

Despite the promise of reform, reinvention, and transformation initiatives aimed at 
solving problems at the Department of Housing and Urban Development (HUD), much 
more remains to be done. HUD is very much an agency in limbo, and few of the 
proposals in its reinvention blueprint have been adopted. This testimony addresses 
HUD’s difficulties in addressing (1) its long-standing management shortcomings, (2) its 
portfolio of multi- and single-family housing insured by the Federal Housing 
Administration, (3) budget and management problems plaguing the public housing 
program, (4) the spiraling cost of assisted housing programs, and (5) the need for 
consensus on HUD reforms. 

. Urban Develment . . Rubhc md mefom 
(GAO/r-RCED-96-22, Oct. 13, 1995). 

Current federal housing programs are seen as overly regulated and leading to 
warehousing of the poor, and the Congress is asking state and local governments to 
assume a larger role in defining how the programs work. The Congress is now 
reconsidering the most basic aspects of public housing policy-whom it will house, the 
resources devoted to it, the amount of existing housing stock that will be retained, and 
the rules under which it will operate. These statements provide GAO’s views on. 
legislation pending before Congress-S. 1260 and H.R. 24~that would overhaul 
federal housing policy. GAO testified that the two bills contain provisions that will 
likely improve the long-term viability of public housing, such as allowing mixed 
incomes in public housing and conversion of some public housing to housing vouchers 
or tenant-based assistance when that makes the most sense. GAO also supports 
provisions to significantly beef up HUD’s authority to intervene in the management of 
troubled housing authorities, but GAO cautions that questions remain about the 
reliability of the oversight system that HUD uses to designate these agencies as 
troubled. 
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. . . . . I CDsLo w-Income 

Bousing Preservation Program (GAO/r-RCED-9629, Oct. 17, 1995). 

BUD’s program for preserving low-income housing seeks to maintain the affordable 
low-income housing that was created mainly under two federal housing programs 
during the 1960s and 1970s. Under these programs, when owners received 
HUD-insured mortgages with 46-year repayment periods, they entered into agreements 
with BUD that imposed affordability restrictions, such as limits on the income level of 
tenants and on the rents that could be charged at the properties. After 20 years, 
however, owners had the right to pay off their mortgages in full without prior BUD 
approval and terminate the affordability restrictions. The preservation program has 
proven to be complex and costly, prompting recommendations from BUD and others 
to change or repeal the program. This testimony focuses on (1) how the current 
preservation program works, (2) the status of preservation-eligible projects, (3) 
concerns that have been raised about the program, and (4) options for revising the 
program. 

COME SECURITY ISSUES 
. ssronal . Retrrement Issw (GAO/T-GGD-95-165, May 15, 1995). 

The retirement benefits provided by the Civil Service Retirement System for Members 
of Congress are generally more generous than those provided for other federal 
employees. The major differences are found in the eligibility requirements for 
retirement and the formulas used to calculate benefits. The Member benefit formula 
applies to congressional staff, but they are covered by the general employee 
retirement eligibility requirements. Law enforcement officers and Srefighters may 
retire earlier than general employees and are covered by a more generous benefit 
formula than are general employees. Under the Civil Service Retirement System, the 
provisions for air traffic controllers fall between those for law enforcement officers 
and firefighters and those for general employees. Many of the advantages afforded to 
Members of Congress and congressional staff under the Civil Service Retirement 
System were continued under the Federal Employees Retirement System, which 
covers workers lured in 1984 and thereafter. But under the Federal Employee 
Retirement System, provisions for law enforcement officers, firefighters, and air traffic 
controllers are very similar to provisions for Members. 
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. . . rsab&$v Insurance: Broader MBent Focus Needed to Better Control Caseload 

(GAO/T-HEHS95164, May 23, 1995). 

Rising numbers of applicants for disability benefits have increased workloads at SSA 
and led to growing backlogs of claims. As a result, applicants are waiting longer to 
find out if they have been awarded benefits. Applicants wait almost 90 days to learn 
whether they have been awarded benefits, while persons who appeal their claims to 
SSA’s administrative law judges wait more than a year. These long waits can impose 
substantial hardship on applicants, particularly those with limited incomes and no 
medical insurance. SSA has undertaken several short-term initiatives to address the 
backlog problem. It has also begun a long-term effort to redesign its disability 
determination process. GAO shares congressional concerns that these changes may 
sacrifice decisional accuracy for faster processing. SSA is also addressing its 
workload increases while dealing with substantial resource constraints. Nonetheless, 
SSA needs to focus more attention on terminating benefits for those who are no 
longer eligible and encouraging beneficiaries to retum to work. SSA, now an 
independent agency, also needs to provide more data and advice to the Congress on 
matters affecting disability insurance policy. 

. . Federal nowrxamg . . - I ‘h-on s Man- of . Workforce Redum 
(GAO/T-GGD-95108, Mar. 2, 1995). 

The Federal Workforce Restructuring Act of 1994 requires the federal government to 
eliminate about 270,996 positions between 1993 and 1999. To accomplish this 
downsizing without a reduction-in-force, the act allows federal agencies to offer 
buyouts to employees who agree to resign or retire by March 31, 1995. ‘Ibis testimony 
discuses (1) the administration’s compliance with the act, including which positions 
are counted toward full-time-equivalent reductions and from what baseline, and 
whether savings from the reductions are being used to pay for the Violent Crime 
Control and Law Enforcement Act of 1994; (2) the targets of workforce downsizing; 
and (3) how the worlcforce reductions are being managed. 

. t * e Preadent s F’lscal Year 1996 Bud@ and Its Comnbce . ~th 
&he Federal Workforce Restruck Act of 1994 (GAOK’GGD-95105, Mar. 30, 199:. 

GAO’s analysis of the President’s fiscal year 1996 budget shows that government 
agencies are well on their way to achieving the downsizing goals mandated by the 
Federal Workforce Restructuring Act. Although payroll savings will no doubt accrue 
from these reductions, some of the projected savings may be offset by costs 
associated with what agencies do with the work previously done by separated 
employees. To the extent that work is shifted to other employees, contracted out, or 
transferred to other agencies, downsizing’s true savings to taxpayers may be reduced. 
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Fede 
. . Downsnmg~ Th Status o 

(GA:;-GGD-96-124, Ma; 23, 1996; 
Agent ies’ Workforce Reduction Efforts 

The downsizing of the federal workforce is ahead of the schedule set by the 
Workforce Restructuring Act. At the same time, the administration has called on 
agencies to restructure their workforces by reducing management positions. These 
jobs have yet to be reduced to the extent called for by the National Performance 
Review. With regard to future workforce reductions, GAO found that in terms of 
absolute numbers-and given historical quit rates-the remaining employment ceilings 
called for by the act probably could be achieved governmentwide through attrition. 
Nevertheless, some agencies may be forced to downsize more than others. In such 
situations, buyouts or reductions in force (RIF) may be necessary. GAO found that 
buyouts offer greater savings than RR%, except when employees affected by a RIF do 
not bump and retreat and are eligible to retire. 

Federal Retirement Issues (GAOm-GGD-95111, Mar. 10, 1995). 

This testimony focuses on ongoing GAO work on two issues involving federal 
employee retirement programs. First, GAO compares the retirement provisions for 
Members of Congress and congressional staff in the Civil Service Retirement System 
and the Federal Employees Retirement System with the provisions applicable to other 
employees covered by these systems. Second, GAO analyzes retirement programs in 
the private sector and state government.. 

Federal Retirement Svstem m (GAO/T-GGD-95197, June 28, 1995). 

Federal retirement system financing is a complex issue. This testimony seeks to bring 
some perspective to the subject by describing how the government finances its 
retirement system and by describing the budget implications of the financing methods 
being used and possible changes to these methods. GAO concentrates on the Civil 
Service Retirement System and the Federal Employees Retirement System because 
they are the largest retirement programs for federal workers. 

. . . ancral Management * I . Intenor s Efforts to Reconcile In&an Trust Fund Accoun ts 
ad Imnlement Management ImnrovemenQ (GAOfI’-AIMD-96-104, June 11, 1996). 

Although the Department of the Interior has brought to a close its project to reconcile 
the Indian trust funds, tribal accounts were never fully reconciled because of missing 
records and the lack of an audit trail in Interior’s automated accounting systems. In 
addition, the 1996 report package that Interior provided to each tribe on the 
reconciliation results did not explain or describe the many changes in reconciliation 
scope and methodologies or the procedures that had been planned but were not 
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implemented. As a result, the limitations of the reconciliation were not evident. Also, 
because of cost considerations and the potential for missing records, individual Indian 
trust fund accounts were not included in the reconciliation project. Indian tribes have 
raised concerns about the scope and the results of the reconciliation process. The 
vast majority of tribes have yet to decide whether to accept or dispute their account 
balances. If Interior cannot resolve the tribes’ concerns, a legislated settlement 
process could be used to settle disputes over account balances. Interior has taken 
steps during the past 3 years to correct these long-standing problems with the 
accuracy of the Indian trust fund accounts, but these efforts will take years to 
complete. Moreover, the existing trust fund management and accounting systems 
cannot ensure accurate trust fund accounting and asset management The 
appointment of a Special TIustee for American Indians was an important step in 
establishing high-level leadership at Interior for Indian trust fund management. 

w. Problems. and m (GAOfPHEHS9576, 

Nearly 80 means-tested programs have been created over the years for low-income 
people. In f&al year 1992, the federal government spent about $208 billion on these 
programs to meet the needs of poor Americans of all ages. The many means-tested 
programs are costly and difficult to administer. On the one hand, the programs 
sometimes overlap one another, on the other hand, they are often so narrowly focused 
that service gaps hinder clients. GAO notes that although advanced computer 
technology is essential to the programs operating efficiently, it is not being effectively 
developed or used. Due to their size and complexity, many of these programs are 
vulnerable to waste, fraud, and abuse. Moreover, the welfare system is often difficult 
for clients to use effectively. F’inally, administrators have not articulated clear goals 
and objectives for some programs and have not collected data on how well the 
programs are working. 

rvrew of Federal Ra Programs (GAOJT-GGD-95172, May 22, 1995). 

This testimony describes how the federal retirement systems work, the benefits they 
provide, and how they compare with private sector programs. GAO concentrates on 
the Civil Service Retirement System and the Federal Employees Retirement System 
because they are the largest retirement systems for federal civilian personnel. GAO 
describes the history of the two retirement systems and discusses four issues that are 
often raised in connection with federal retirement: (1) retirement eligibility 
provisions, (2) benefit formulas, (3) COLAS, and (4) system financing. 
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Social Securitv Disabilitv: Management Actron and Program Redesign Needed to 
Address Long-Standing Problems (GAO/T-HEHS95233, Aug. 3, 1995). 

SSA has serious problems managing its Disability Insurance @I) and Supplemental 
Security Income (SSI) programs. First, the lengthy and complicated decisionmaking 
process results in untimely decisions, especially for those who appeal, and shows 
troubling signs of inconsistency. Second, SSA has a poor record of reviewing 
beneficiaries to determine whether they remain eligible for benefits and an even worse 
record of providing rehabilitation to help move people off the disability rolls and into 
employment. This reinforces the public perceptions that SSA pays disability benefits 
to persons who are not entitled to them. Third, SSA needs to make better decisions 
about work capacity to restore public confidence and to better serve beneficiaries. 
Although these problems are serious, solutions do exist. GAO believes that relatively 
quick action could be taken to reduce inconsistent decisionmaking, step up review of 
beneficiaries who may be able to return to work, and improve rehabilitation outcomes. 
In some cases, SSA has the authority to take action, in others, decisionmakers may 
need to rethink the goals and objectives of the disability programs. 

Mar. 2, 1995). 
. s Face Maror Issues (GAO/T-HEHS9597, 

This testimony discusses the reasons for the tremendous growth in federal disability 
programs during the past 10 years, including program factors and social changes. 
GAO also comments on the impact of thud and abuse on this growth and its effect on 
program integrity. In addition, GAO notes legislative reforms included in the Social 
Security Independence Act last year that tried to improve program integrity. Finally, 
GAO discusses weaknesses in SSA’s efforts to return DI and SSI beneficiaries to work. 

. * *- gam Lag in Promoting Return to 
(GAO/T-HEHS-96147, June: 1996)s 

Work 

On average, SSA pays over $1 billion in cash payments to DI and SSI beneficiaries 
each week. Although these payments provide a measure of income security, they do 
little to enhance the work capacities and promote the economic independence of 
recipients. Societal attitudes have shifted, and current law, such as the Americans 
With Disabilities Act, promotes economic self-sufficiency among the disabled. A 
growing number of private companies are exploring ways to return people with 
disabilities to the workforce. 1 Moreover, medical advances and new technologies 
provide greater opportunities for people with disabilities to work. This testimony 
discusses how the structure of the DI and SSI programs impedes recipients’ return to 
work and how strategies used in other disability systems could help restructure the 
programs to encourage recipients to return to work. 
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. . Securitv Am&ration . Effecu e Leader&n Needed to Meet Da 

a (GAO/T-OCG-96-7, ;uly 25, ‘;96). 

With a staff of 64,000, SSA runs the largest federal program-Social Security-as well as 
the largest cash welfare program-SSI. The agency’s expenditures totaled $363 billion 
in fiscal year 1995, almost one-fourth of the $1.5 trillion federal budget. ‘Ihis 
testimony discussed the diflicult challenges facing SSA in the coming decades: taking 
part in the debate over future financing of Social Security; encouraging disability 
recipients to return to work; reducing fraud and abuse; and managing workforce and 
technology investments so that SSA can meet the needs of America’s retired, disabled, 
and poor. 

. e ell Received bv the Pubhc But Dlfffcult TV 
m (GAO/T-HEHS96210, Sept. :, 1996). 

The personal earnings and benefit estimate is a six-page statement produced by SSA 
that supplies information about a worker’s yearly earnings on record at SSA; eligibility 
for social security retirement, survivor, and disability benefiti and estimates of these 
benefits. SSA has tried to improve the statement, and the public has found it to be 
helpful for retirement planning. However, the statement falls short in clearly 
communicating the complex information that readers need to understand concerning 
SSA’s programs and benefits. For example, the document’s design and organization 
make it difficult for readers to locate important information. Readers are also 
confused by several important explanations, such as who in their family is also eligible 
for benefits and how much these family members might receive. SSA is considering 
redesigning the statement, but only if this effort reduces printing costs. This approach 
overlooks hidden costs, such as (1) inquiries from people who do not understand the 
statement and (2) the possibility that a poorly designed statement can undermine 
public confidence. 

. e and Codexitv hnuede 
m (GAO/r-HEHS96211, Sept. 12, 1996). 

Given the high cost and lengthy processing times of SSA’s current disability claims 
process, the agency needs to continue its redesign efforts. SSA’s redesign plan is 
proving to be overly ambitious, however. Some initiatives are also becoming more 
complex as SSA expands the work required to complete them. The agency’s approach 
is likely to limit the chances for the project’s success and has delayed implementation: 
testing milestones have slipped and support for the redesign effort has waned. In 
addition, the increasing length of the overall project and specific initiatives heighten 
the risk of disruption from turnover among key executives. GAO believes that as SSA 
proceeds with its redesign project it should focus on key initiatives, starting first with 
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those that will quickly and significantly reduce claims processing time and 
administrative costs. 

Suunlemental Securitv Income: Noncitizens Have Been a Maior Source of Caseload 
Growth (GAO/T-HEHS9688, Feb. 6, 1996). 

Noncitizens are among the fastest growing groups receiving benefits from the SSI 
program, which provides means-tested benefits to eligible blind, elderly, or disabled 
persons. Noncitizens represent nearly one-third of aged SSI recipients and 5.5 percent 
of disabled recipients. About twothirds of noncitizen SSI recipients live in three 
states-California, New York, and Florida On the whole, noncitizens are more likely to 
receive SSI than citizens, but this may be true primarily for refugees and asylum 
seekers. Adult children of aged immigrants and others who say they are willing to 
financially support them sometimes do not Eventually, many of these aged 
immigrants receive SSI. Also, some translators help noncitizens to fraudulently obtain 
SSI disability benefits. 

Income. . . . Noncm Caseload Cont&ures to Gro W 

(GAO/T-HEHS96149, May 23, 1996). 

(‘his testimony is similar to our February 6, 1996, testimony summarized above. 
Since the data used was updated from that used in the February testimony, the May 
testimony is summarized below.) 

Noncitizens are one of the fastest growing groups of recipients of SSI benefits. They 
represent nearly one-third of aged SSI recipients and about 6 percent of disabled 
recipients. Although the growth rate for noncitizen caseloads has slowed, it is still 
higher than that for citizens, and the percentage of noncitizens relative to other SSI 
recipients continues to rise. About two-thirds of noncitizen recipients-roughly 
520,000-live in three states: California, New York, and Florida. On the whole, 
noncitizens are more likely to receive SSI than are citizens, but this may be primarily 
true for refugees and asylum seekers. Adult children of aged immigrants and others 
who say they are willing to financially support them sometimes do not. Eventually, 
some of these older immigrants receive SSI. Also, some translators have helped 
noncitizens to fraudulently obtain SSI disability benefits 

0 $&nlemental Secuntv Income . Rece t Growth in the Rol 
-am Concerns (GAOfI’-HEHS956n7, Jan. 27, 1995). 

Is Raises Fundamental 

This testimony discusses the growth of SSI rolls and changes in the characteris 6 ‘cs of 
SSI recipients. Last year, SSA paid nearly $22 billion in federal benefit payments to 
about 6.3 million aged, blind, and disabled SSI recipients. Since 1986, payments have 
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risen by $13.5 billion, more than doubling. Benefits for the disabled accounted for 
nearly 100 percent of this increase. Since 1986, the number of disabled SSI recipients 
under age 65 has increased an average of more than 8 percent annually, adding nearly 
2 million younger recipients to the rolls, while the number of aged and blind recipients 
has remained level. The trend toward younger beneficiaries, coupled with low exit 
rates from the program, means that costs will continue to burgeon in the near term. 
Without a slowing in the groti of this younger population, SSI will become even 
more costly. Since 1991, three groups-disabled children, legal immigrants, and adults 
with mental problems-have accounted for nearly 90 percent of the SSI caseload 
growth. Of the 2 million mentally disabled adults, roughly 100,000 are disabled mainly 
by drug addiction or alcoholism. The dramatic increases pose fundamental questions 
about eligibility standards, accountability, and program effectiveness. 

. . nt Poo&&on Has Chwed As Caselo& Have 
Eug@~& (GAO/THEHS95120, Mar. 27, 1995). 

The SSI program provides means-tested income support payments to eligible aged, 
blind, or disabled persons. Last year, more than 6 million SSI recipients received 
nearly $22 billion in federal benefits and more than $3 billion in state benefits. SSI is 
one of the fastest growing programs, with program costs soaring 20 percent annually 
during the past 4 years. This testimony focuses on factors contributing to caseload 
growth, characteristics of SSI recipients, and ways to improve SSI. 

D DOD ISSUES 

. se Health Care. ‘IRIME Prv. but Some Cost and Pemce Issue 
Remain (GAOR’-HEHS96-100, Mar. 7, 1996). 

DOD’s nationwide managed health care program-TRICARE-represents a sweeping 
reform of the $15 billion per year military health care system. TRICARE seeks to 
improve access to care and ensure high-quality, consistent health care benefits for the 
1.7 million active-duty service members and some 6.6 million nonactive-duty 
beneficiaries. It also seeks to preserve choice for nonactive-duty beneficiaries by 
allowing them to choose whether to enroll in TRICAHE Rime, which resembles an 
HMO, use a preferred provider organization; or use civilian health care providers 
under a fee-for-service arrangement Despite initial beneficiary confusion caused by 
education and marketing problems, early implementation of the program is 
progressing consistent with congressional and DOD goals. Measures may be 
necessary, however, such as gathering cost and access-to-care data, to help the 
Congress and DOD better assess the program’s future success. In addition, retirees, 
who make up half of those eligible for military health care, remain concerned about 
TRICARE’s effect on their access to medical services. 
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VA Health Care* ADD oaches for DevelonincFIudget-Neutral FWibilitv Reform 
(GAO/T-HEHS&%07,rMar. 20, 1996). 

Reforming eligibility for health care benefits offered by VA would pose a major 
challenge even with unlimited resources. But with the Congress and VA facing 
mounting pressure to limit VA health care spending as part of governmentwide efforts 
to reduce the deficit, this challenge has become even greater. This testimony 
discusses (1) the problems that VA’s current eligibility and contracting provisions 
create for veterans and providers, (2) the relationship between inappropriate 
admissions to VA hospitals and VA eligibility provisions, (3) proposals to reform VA 
eligibility and contracting rules and their potential impact on the deficit, and (4) 
options for achieving budget-neutral eligibility reform. 

. VA I-&&h Care. Challenges and Outions for the F’utur~ (GAO/T-HRHS-95147, 
May 9, 1995). 

VA lags far behind the private sector in improving the efficiency of its hospitals. 
During the past decade, GAO has highlighted a series of management problems 
limiting VA’s ability to (1) improve the efficiency and the effectiveness of its hospitals 
and (2) shift more of its inpatient care to less costly ambulatory settings. Although VA 
plans a major reorganization and other initiatives to improve its management 
capabilities, GAO remains concerned that some of the actions may not go far enough. 
Even if it improves the efficiency of its hospitals, VA is at a crossroads in the 
evolution of its health care system. The average daily workload in its hospitals 
dropped about 56 percent during the past 25 years, and further decreases are likely. 
At the same time, however, demand for outpatient care, nursing home care, and some 
specialized services is expanding, taxing VA’s ability to meet veterans’ needs. GAO 
concludes that a complete reevaluation of the VA health care system is needed. 
Absent such an effort, use of VA hospitals will likely continue to decline to a point at 
which VA’s ability to provide quality care and support its secondary missions will be 
jeopardized. 

I r 
(GAO/T-HEHS96-134, Apr. 24, 19;).’ 

s *s 

VA mns one of the nation’s largest health care systems, including 173 hospitals and 
220 clinics. Last year, VA spent about $16 million serving 2.6 million veterans. This 
testimony focuses on VA’s efforts to increase veterans’ access to health care. GAO 
discusses legal, financial, and equity-of-access issues facing VA managers as they try to 
establish new access points-a VA clinic or a VA-funded or VA-reimbursed private 
clinic, group practice, or individual practitioner that is geographically separate from 
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the parent facility. Access points are intended to provide primary care to all veterans 
and refer those needing specialized services or inpatient stays to VA hospitals. 

. . . . . 3tv Reform 
July 19, 1995). . 

(GAOAXEHS95213, 

In this testimony GAO summarizes the results of a number of reviews that have 
detailed problems in administering VA’s outpatient eligibility provisions; compared VA 
benefits and eligibility to those of other public and private health benefits programs; 
and assessed VA’s role in a changing health care marketplace. In summary, veterans‘ 
eligibility for VA health care has evolved over time in terms of both the types of 
veterans eligible for care and the services they are eligible to receive. VA has gone 
from a system primarily covering hospital care for veterans with war-related ir@ries 
to a system covering a wide array of hospital and other medical services for both 
wartime and peacetime veterans and veterans both with and without 
service-connected disabilities. VA now has multiple categories of veterans eligibility 
based on a number of factors. 

ase Efficlencv and Reduce Resource Needs 
(GAOR‘-HEHS9699, Mar. 8,1996). \ 

W ith a fiscal year 1995 appropriation of $16.2 billion, the VA health care system faces 
mounting pressure to contain or reduce spending as part of govemmentwide efforts to 
reach a balanced budget This testimony addresses (1) VA’s forecasts of future 
resource needs, (2) opportunities to run the VA system more efficiently, (3) 
differences between VA and the private sector in terms of initiatives to become more 
efficient, and (4) recent VA efforts to reorganize its health care system and create 
incentives to operate more efficiently. 

m Care. . . . . Onnmtres to Reduce went Pharmacv Costs 
(GAO/T-HEHS96-162, June 11, 1996). 

VA allows its doctors to prescribe over-the-counter products because concerns have 
been raised that some veterans may lack the money to buy needed items. VA requires 
prescriptions as a way to control veterans’ access to over-the-counter products in VA 
pharmacies. In fiscal year 1995, for example, VA pharmacies dispensed analgesics, 
such as aspirin and acetaminophen, nearly 3 million ties. The benefits package that 
most VA facilities offer for over-the-counter products is more generous than that 
available from other health plans. VA also provides other features, such as free 
over-the-counter product mail service and deferred credit for copayments owed, that 
are not common in other plans. GAO makes several suggestions for reducing the 
amount of money VA spends to dispense over-the-counter products. First, VA staff . 
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could more strictly adhere to statutory eligibility rules. Second, VA could more 
efficiently dispense over-the-counter products and collect copayments. Third, VA 
facilities could further reduce the number of over-the-counter products available to 
veterans on an outpatient basis. F’inally, the Congress could expand copayment 
requirements. 

. Veterans’ Benefits Modernization: Management and Techrucal Weaknesses Must Be 
(GAOfT-AIMD-96103, June 19, 1996). 

If the Veterans Benefits Administration (VBA) is to reduce operating costs and 
improve critical service to nearly 27 million veterans and their dependents, it needs to 
streamline its business processes and take more advantage of information technology. 
However, VBA is experiencing many of the classic management and technical 
problems that have prevented federal agencies from reaping the benefits of substantial 
investment in information technology. This testimony discusses the steps VBA needs 
to take in the following three areas to improve its chances for success: (1) creating a 
credible business strategy and supporting an information resources management plan; 
(2) developing a better investment strategy for choosing and managing its portfolio of 
information technology projects in a more disciplined, businesslike way; and (3) 
strengthening its technical ability to develop software applications that are critical to 
its efforts to control costs and improve service to veterans, 

Veterans’ Health Care . . Challeng es for the Future (GAOA’-HEHS96-172, June 27, 1996). 

With a budget of $16.6 billion and a network of hundreds of hospitals, outpatient 
clinics, and nursing homes, VA’s health care system provides medical services to more 
than 26 million veterans. VA has sought to fundamentally change the way in which it 
runs its health care delivery and financing systems. It has also sought authority to 
significantly expand eligibility for health care benefits and to both buy health care 
services from and sell them to the private sector. This testimony discusses (1) 
changes in the veterans population and the demand for VA health care services; (2) 
how well the existing VA system, and other public and private health benefits 
programs, meet the health care needs of veterans; (3) steps that could be taken, using 
existing resources and legislative authority, to address veterans’ unmet health care 
needs and increase equity of access; (4) how other countries have addressed the needs 
of an aging and declining veteran population; and (5) approaches for preserving VA’s 
direct delivery system, alternatives to preserving the direct delivery system, and 
combinations of both. 
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