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REVIEW OF PROFESSIONAL STANDARDS
'REVIEW PROGRAM

TUESDAY, SEPTEMBER 18, 1979

U.S. SENATE,
SuBCOMMITTEE ON HEALTH,
COMMITTEE ON FINANCE,
Washl'ngton, D.C.

The _subcommittee met at 2 p.m., pursuant to notice, in room
2221, Dirksen Senate Office Buxldmg, Hon. Herman E. Talmadge
(chaxrman of the subcommittee) presiding.

Present: Senators Talmadge and Durenberger.

[The press release announcing these hearings follows:]

(1)



Press Release # H-5)

PRESS RELEASE

FOR IMMEDIATE RELEASE UNITED STATES SENATE

August 13, 1979 COMMITTEE ON FINANCE
SUBCOMMITTEE ON HEALTH
2227 pirksen Senate Office Bldg.

SUBCOMMITTEE ON HEALTH SCHEDULES HEARING ON
PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS (PSROs)

The Honorable Herman E. Talmadge (D., Ga.), Chairman of
the Subcoemittee on Health of the Committee on Finance, announced
today that the Subcommittee will hold hearings on Tuesday and
Wednesday afternoons, September 18 and 19, 1979 to review the ad-
ministration and operation of the professional standards seview

program,

The hearings will begin each day at 2:100 P.M. in Room 2221
Dirksen Senate Office Bullding.

Senator Talmadge said: “Properly functioning PSROs are the
key to assuring that Medicare and Medicaid patients are in the right
place at the right time getting the right care. Allowing for reason-
able medical discretion, these Pederally-sponsored and Federally-funded
organizations of practicing physicians are the principal mechanism
by which over-utilization or inappropriate utilization of costly
health services may be significantly reduced. At the same time, PSROS
have the responsibility of assuring that necessary care is provided
and that the care is of a quality meeting professional standards.”

"It is clear,” said Senator Talmadge, "that a substantial
number of PSROs are making measurable progress toward achieving the
objectives of the program. It is equally clear that other PSROs have
not performed effectively. The purpose of these hearings is to hear
from the Administration and the PSROs themselves concerning: (1)
administrative and other problems in implementing the program; (2)
the criteria and results of succeasful PSRO activity and how they
might be enhanced and expanded; and (3) the criteria by which in-
adequate PSRO performance is measured and the specific steps taken or
proposed to remedy poor performance.”

"We are rapidly running out of time in terms of getting a
- handle on the costs of Medicare and Medicaid,” stated Talmadge. "We
must beef up and fully support those PSROs which demonstrate that
they can do a responsible and professional job. At the same time,
we cannot tolerate indifferent or pro forma performance by those
PSROs which cannot carry out their responsibilities. Those organiza-
tions must be replaced as rapidly as possible.”

"In sum,” Talmadge said, "we need to sort out those PSROs
doing a good job from those which are not. It is our hope that these
hearings will expedite that necessary sorting.”

It is anticipated that public witnesses asked to testify
will include representatives of Federal and State agencies as well
as the PSROs themselves.

Written statements.--Those organizations and individuals
who desire to present a statement to the Committee, are urged to
prepare a written position of their views for submission and inclusion
in the record of the hearings. Statements submitted for inclusion
in the record should be typewritten, not more than 25 double-spaced
pages in length and mailed with five (S) copies by October 1, 1979
to Michael Stern, Staff Director, Committee on Finance, Room 2227
Dirksen Senate Office Building, Washington, D. C. 20510.

P.R. § H-53
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Senator TALMADGE. The hearing will be in order. Today we begin
the first of 2 days of hearings intended to assist in evaluating the
operations and effectiveness of the PSRO program. That program,
while considerably less controversial now than during the period
preceding its enactment in the first 2 or 8 years of operation, still
is the subject of discussion and question.

These hearings hopefully will serve to raise the level of discus-
sion and answer some of the questions. There is not much question
that the congressional appropriations for the PSRO program have
been less than adequate for PSRO’s to meet their responsibilities.

However, the dilemma confronting the Congress has been an
inability up until now to reasonably and effectively sort out those
PSRO’s doing a goood job from those doing an indifferent or r
job. We in the Congress are not in the business of establishing
annuity programs for PSRO’s which operate in token and in differ-
ent fashion. ’

On the other hand, there are many thousands of conscientious
physicians working actively and professionally through PSRO’s to
improve both the cost effectiveness and the quality of medical care
provided to millions of medicare and medicaid patients.

We want to support the efforts of those conscientious people as
fully as we can. The testimony at these hearings may well provide
the justification for beefing up Federal financial and administra-
tive assistance to the good guys. The problem with PSRO evalua-
tion has in large part been one of averaging. That is, all of the
PSRkO’s are lumped together in determining the effects of their
work.

The result of that is that the performance of the good PSRO’s is
diluted and the performance of the bad PSRO’s is made to look
better than it is. Again, we need an effective sorting out process to
distinguish and recognize excellent and improving PSRO’s.

So far evaluations of the cost effectiveness of PSRO's have been
done on a rather simple and inadequate basis. That is each day
saved in hospital care, the PSRO is credited with saving the differ-
ence between the cost of an occupied hospital bed and the standby
cost of an unoccupied hospital bed.

There are several other factors which, while difficult to measure,
nonetheless need to be considered. First, the direct and indirect
PSRO review on ancillary hospital costs such as X-ray, laboratory,
and pharmacy costs. To what extent does significant reduction in
the utilization of hospital beds result in the closing down,: conver-
sion or nonconstruction of new hospital beds? To what extent are
- health costs moderated by the increasing emphasis of PSRO’s to
require preadmission testing, their approval to approve elective
admissions on weekends unless the hospital is geared to caring for
the patient on weekends; and requirements that physicians specify
the tests to be performed on their patients, rather than letting the
hpgpital proceed with a shopping list of tests unrelated to diagno-
sis?

And of great importance as we shall hear from the witnesses is
the unmeasured effect of improvements in the quality and economy
of care for Federal patients on non-Federal patients. It is my
understanding that these dollar effects are quite substantial.
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In other words, where PSRO changes practice patterns using
shorter stays, less tests and so forth, those improvements spill over
into the non-Federal area as the physicians supply similar stand-
ards to their nonmedicare and nonmedicaid patients.

I sggﬁorted Senator Bennett in his long and lonely fight to make
the O’s a reality. Years of work by this committee before the
enactment of PSRO had indicated the need for change. Most utili-
zation review in medicare and medicaid we found was nominal or
ineffective. We needed to do something about it.

It seemed to Senator Bennett as it seemed to me and ultimately
the majority of the House and Senate, that it would be far prefer-
able to have practicing physicians, organized in publicli' account-
able fashions, unde e continuing review rather than leave it to
the insurance company clerks and the bureaucrats.

I think our faith in the professionalism and conscientiousness of
the la:se majority of thsicians practicing in this country has been
justified. We have a long way to go but we have come a long way
and the direction is clear.

We will hear from an extensive group of witnesses these next 2
dars representing all areas of the councgy. Most of the PSRO’s we
will hear frum are relatively young. We did not schedule the Utah,
Colorado, and New Mexico PSRO’s since they have testified here in
years past and their performance is well known.

We will also hear from representatives of the States of New York
and California who, in significantly different ways, have questions
a%out the effectiveness of the PSRO program in relation to medic-
aid.

Finally, it seems to me that unless the critics of the PSRO
pr?’gram have an approach to review which is better, believable
and workable, we have no choice but to work in partnership with
many thousands of practicing physicians who have come forward to -
herl‘}) us and help their profession and to hei_p their patients.

ow, it is a pleasure to welcome our first witness, Dr. Helen
Smits. Doctor, we are delighted to have you and we would be
delighted to have you insert your full statement in the record and
summarize it.

As you know, the Senate is in session. We will be interrupted by
votes. You may proceed as you see fit, Dr. Smits. ‘

STATEMENT OF DR. HELEN L. SMITS, DIRECTOR, HEALTH
STANDARDS AND QUALITY BUREAU, HEALTH CARE FINANC-
ING ADMINISTRATION OF THE DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE; ACCOMPANIED BY DENNIS SIE-
BERT, DIRECTOR OF THE OFFICE OF PROFESSIONAL STAND-
ARDS REVIEW ORGANIZATIONS

Dr. Smits. Thank you, Mr. Chairman. First of all, I would like to
bring to you the regrets of Mr. Leonard Schaeffer, the Administra-
tor of the Health Care Financing Administration. His schedule was
very difficult and he is very sorry that he is unable to be with us

ay.

I would also like to introduce Mr. Dennis Siebert on my right.
Mr. Siebert is the Director of the Office of Professional Standards
Review Organizations. I will try to be fairly brief in summarizing
my-testimony.
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I am obviously very pleased to be here before the subcommittee

ay. .

I would like to start out by pointing out how very impressed I am
with many of the individual performances by PSRO’s and how very
pleased 1 am that these hearings provide an oi)portunity for a
number of PSRO's that have undertaken unusual or special local
initiatives to come here and speak to you about them.

I think that these organizations can speak best for themselves. I
am sure this will make for a very interesting set of hearings.

I agree with you completely that one of the grave problems we
face in evaluating the program is the fact that most observers and
critics of the program tend to review its aggregate results when in
fact its greatest achievements are probably local accomplishments
which cannot be identified in aggreggbe findings.

In addition to recognizing good PSRO’s, one of the major initia-
tives we have undertaken in the last year is to also recognize poor
PSRO’s. As you probably know by now, four individual organiza-
tions have been notified that their funding will not be renewed. In
reconsidering the cases as uested by these organizations, we
have determined that three of those would not be renewed, and
th% were in fact terminated. -

e reasons for nonrenewal have ranged from mismanagement
of funde to inadequate performance of PSRO activities. In one
instance the PSRO was most active in correcting the problems
which had prompted the recommendation for nonrenewal and it
has, therefore, remained in the program.

I hope you will understand, however, that I do not think the
number of PSRO’s that are defunded is a good measure of how
effectively we are runnin%)sthe program. Now that we have begun
to get tough with them, PSRO's which have been notified of our
- intent to defund have been considerably more willing to work with
us to imfprove specific problems that we have pointed out to them.

One of the major tasks that we have undertaken over the last
few years has been to try to determine exactly how PSRO’s should
be evaluated. As you know, our major evaluation rests on whether
or not PSRO’s reduce the days of care which medicare beneficiaries
use in hospitals compared to the days of care which medicare
beneficiaries use in hospitals in non-PSRO areas.

This is obviously in itself a fairly simple measure and does not in
any sense reflect the full spectrum of PSRO activities.

ere are a number of things that PSRO’s are doing that we
think show signs that the program is working very well. For exam-
ple, fully one quarter of RO’s now have contracts to perform
private review for nonfederal patients. These are contracts written
with the insurance companies. Those same insurance companies
were very skeptical about the program when it began. I think any
PSRO which can convince its local Blue Cross plan or other local
insurance agency that it is doing a good job probably is.

Next we have urged PSRO’s to enter into very active actions
with planning agencies and are pleased to see the number of
memoranda of agreements with HSA's is increasing rapidly.

I agree with you, though, that as we look at the PSRO program
we must look not just at the program itself, but at the program to
which we are comparing it—that is, utilization review.
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We have now reached a rather unusual position in-that utiliza-
tion review, which was originally touted as a very economical
Erogram compared to PSRO’s, to the best that we can determine

as begun to cost more than the PSRO program itself.

If you take the figures that were widely circulated in 1977 in the

OPEL evaluation and inflate them for the number of discharges
today and adjust for dollar inflation into 1979, you will find that a
fully implemented utilization review program costs slightly more
than a fully implemented PSRO program.
- We suspect that it may cost a good deal more. And one of the
things we will be doing in the next year is looking as carefully as
we can at exactly what utilization review does cost us. We would
like to supplement the anecdotal evidence about its expense with
results from a more thorough analdrsis.

For example, when a large PSRO was defunded in Tennessee, the
hospitals were under the impression they had to do utilization
review at PSRO prices. They came to us and appealed because they
felt they wouldn'’t be able to do it. .

The problem for us, of course, and for you is that utilization
review is hidden in the general hospital budgets. It appears in
HCFA's Keneral funds. It does not appear as a specific line in the
budget. And, therefore, although we know that where there is no
PSRO there is utilization review, it appears on the budget lines as
though the PSRO program adds to the total cost of medicare and
medicaid in a way that is not exactly correct.

We have been working within HCFA to correct this situation—
that is, to produce a line in the budget which shows the number of
cases under utilization review so that when cases are moved from
‘one program to the other, you can see what really happens to costs.
We expect that the 1981 budget will be presented in that form.

As you know, one of the major things that PSRO’s have done to
control costs is to undertake focused review. One of the most im-
portant things that PSRO’s have is an effective areawide data
system. Instead of knowing just what is going on as a physician in
his own hospital, through the PSRO ph{lsicians and hospitals now
know what is oing on in all the other hospitals in the area. This .
has allowed PSRO’s to focus their efforts on those particular cases
where problems are suspected: Where lengths of stay are long,
where the admission takes place on the weekend, where a particu-
lar hospital, a particular service or even a particular physician has
had a great many denials of whole cases or of individual days.

This effort to focus review more carefully and to target it on
problems is part of an entire effort we have undertaken to see that
we and the PSRO’s agree as to what they should be emphasizing.

As we negotiate each PSRO’s annual budget we now negotiate a
series of specific, measurable objectives which the PSRO is expect-
ed to accomplish within the coming fiscal year for the budget it is
given. We feel that over time these objectives will, first of all, give
you a sense of what we and the PSRO’s think they ought to do and
then give all of us a sense as to whether or not the PSRO’s have
accomplished what they want to do. , :

Finally, I would like to mention the fact that the most current
PSRO budget has been reduced slightly over the amount that the
administration requested. That will have a number of effects on us.
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Partly it will limit our ability to move cases out of utilization
review into PSRO review even though we know that the net cost of
doing so would be either nothing or perhaps there would be some
net savings from doing so.

In addition, funding constraints have limited our ability to move
into certain areas such as long-term care as was originally planned,
and have also limited our ability to undertake the kind: of new
initiatives in which we are very interested and in which you have
expressed a great deal of interest, specifically in areas such as the
use of unnecessary ancillary services, long preoperative stays,
weekend admissions, and particularly the general battery of testing
ordered on admission to the hospital.

Despite the limits though, there are some PSRO’s that have been
very active in these areas. I think you will be hearing from some of
them today. ' ;

As I said at the beginning, I am delighted with the performance
of many individual PSRO’s. I think they have done very well with
limited funds and with a great deal of skepticism in the community
surrounding them. That concludes my prepared remarks. I will be
glad to answer any questions you may have.

Senator TALMADGE. Thank you very much.

If it is agreeable with you, Senator, I would suggest 5§ minutes of
questioning from each member.

We have heard complaints from PSRO's that medicare interme-
diaries and medicaid agencies have continued to gay for services
which have been denied by PSRO’s. What action has the Depart-
ment taken to correct this problem?

Dr. Smrts. Our regional offices have a program known as CIEP,
contractor inspection and evaluation program. This is a formal
analysis of the performance of a medicare intermediary. How well
the bills are processed is a part of that program.

Now, we do attempt to look in that evaluation at whether or not
PSRO denials are being honored. We will be converting that sys-
tem to a more specific set of functional standards shortly. I believe
that even more emphasis will at that time be eé)laced on perform-
ance in this area. Obviously we have many medicare intermediar-
ies as well as many PSRO’s. Some are better than others. We
would be pleased, however, to receive any complaints from any
individual PSRO's and to investigate those in detail.

Senator TALMADGE. What happens if PSRO says “Don’t pay it?”
Do you not pay it?

Dr. Smits. We believe we are not paying it. But, as I said, there
are a large number of intermediaries. If there is an error rate in
some intermediaries, it should be a major factor in considering
their performance as a contractor with the Federal Government.

Senator TALMADGE. How long does it take to make a decision?

Dr. Smits. About whether or not a contractor is performing
properly?

Senator TALMADGE. Yes.

Dr. SMmrts. That area of the health care financing administration
is not my direct responsibility. I am not clear on the time frame. 1
believe their contracts are 3 years. But if there was serious lack of

rformance, it could be evaluated and presumably corrected dur-
ing a contract period.
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Senator TALMADGE. How long does it take?

Dr. Smits. To decide not to——

Senator TALMADGE. Yes; to make a decision one way or another,
either pro or con?

Dr. SMits. In terms of the general contract with HCFA?

Senator TALMADGE. Yes.

Dr. SMits. I would have to submit that for the record.

Senator TALMADGE. If you would submit it.

[The information follows:]

I. Subject: Complaints From PSROs that Medicare Intermediaries Have Continued
to Pay for Services Which Have Been Denied By PSRO’s

Specific question: How long does it take to make a decision about whether a
Medicare Intermediary is performing properly?

Onsite reviews and other evaluative techniques for assessing intermediary &r-
formance are conducted on an ongoing basis throughout each year under the -
tractor Inspection and Evaluation Program. If any significant problems are detected
during these reviews, HCFA initiates actions immediately to lead to correction of
the problems by the intermediary. These reviews by HCFA regional office personnel
include monitoring of the intermediary’s compliance with O determinations as
well as compliance with the Medicare law, regulations, and general instructions in
major operating areas such as bill processing and provider reimbursement. These
reviews culminate in an Annual Contractor Evaluation Report (ACER) for each
intermediary, which discusses its performance in major functional areas during the
evaluation period.

Several times during the past few years, PSROs have thought that intermediaries
paid for services which the PSRO denied. In each case, the intermediary was
determined to be properlﬁ carrying out HCFA instructions even though it paid for
services denied by the PSRO.

ACFA guidelines state that providers under PSRO review must be granted pre-
sumptive waiver status. This means that the intermediary must pay for services
rendered up until the time the lprovider is notified that services are no longer
covered. (If the beneficiary is still an inpatient when the notification is given, an
additional 1 to 3 days may be paid, if additional time is needed to arrange for the
necessary post discharge care.) In cases where the PSRO denies services retrospec-
tively or does not provide timely notice, the intermediary is obligated to pay for the
services rendered prior to notice of noncoverage.

HCFA is reviewing its policy to determine if a greater role should be given to
PSRO’s in the review of presumptive waiver status of providers.

iWe will, of course, look into any specific situations that are brought to our
attention.

Senator TALMADGE. Focused review, as opposed to general review
of cases, is now the PSRO -approach. But until the PSRO under-
takes an overall review to identify problem areas, how does it know
where to focus? :

Dr. Smits. If available data systems are good, it probably d
not need to do the review first in order to know. There are parts of
the country where we have a good deal of evidence before the
PSRO goes in on comparative lengths of stay, comparative use by
various beneficiaries in different institutions, costs in different in-
stitutions and so on. In those instances I think the PSRO's can
focus quite well even without having done review across the board.

Clearly, however, focusing is partly a response to the budget
constraints and we really essentially have no choice but to focus.
The PSRO’s have to do the best they can with the dollars available
to them. At the present funding level, that is $8.70 per discharge;
in 1979 PSRO’s are able to review in specific detail about half of
the cases and to focus out about half of the cases. ‘

Senator TALMADGE. Medical care evaluation studies have shown
‘numerous areas of poor medical practice. What is HEW doing to
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assure that corrective action is being taken by PSRO's where defi-
ciencies have been identified?

Dr. Smits. The PSRO's take the first steps, and I think those are
vex(?' important ones. When I was a member of the UR Committee
and of a PSRO I felt the most important actions took place on the
stairways of the hospital with people arguing with each other
about what they should or should not have done.

When that kind of informal peer pressure, which is what the
program is all about, doesn’'t work well, PSRO’s move next to a
more formal process of requesting that an individual physician
receive additional training, get additional medical education.

They often ask for the additional training in a specific area:
learn more about antibiotics or the management of a particular
kind of case. If he or she will not respond to that, will not obtain
the education and the behavior doesn’t change, the final option
open to the PSRO is a sanction. The PSRO could ask us to fine the
individual if they felt it appropriate or could ask us to remove that
individual from the program.

Senator TALMADGE. It appears that my time has expired. I have
a three-part question and it won’t take long. What are you plan-
ning to do to respond to the budget cuts in 19807

Dr. Smits. The best we can. We are looking into it. We have told
all PSRO’s they cannot move into any new hospitals. We are
having to look very closely since, as you know, we do not really
have control over how many discharges are reviewed. We can
control the unit costs but if a lot of cases come into a hospital we
are covering, they come in.

We will exploring a variety of options which may involve
asking PSRO’s to pull out of hospitals and may involve some in-
creased terminations purely on a budgetary basis.
$8Srle()x;ator TALMADGE. Could unit review costs be reduced below

Dr. Smrrs. We do not think so at the present time. I think 50

rcent of the cases focused out is a little bit risky already. We are

inning to get some evidence of really startling, quite quick rises
in length of stay as soon as an entire hospital is focused.out. That
would mean the PSRO cannot afford to stay out of that hospital.
They will have to go back in.

Senator TALMADGE. On a performance basis, is it not possible
that a given PSRO coul%gustiﬁably spend $25 in reviewing an
admission while another PSRO, based on its work, could be over-
paid at $5 per review?

Dr. Smirs. Not only on its work but on the local practical pat-
terns. It is clear there are parts of this country where hospital beds
are used much more generously than other parts. I would agree
that large variations in costs are not inappropriate for the pro-
gram.

Senator TALMADGE. Senator Durenberger?

Senator DURENBERGER. Thank you. Let me just pick up at that
budget point and the matter of priorities, and let me go back to a
portio:x of your written statement and relate that to the following
quotation:

Also underway is an objective to strengthen the objective setting proceses to assure
that PSRO’s address problems of national significance, national goals currently
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under development. In the national goal, each PSRO will be required to address
these goals through its objective.

Would you define that for me, and then relate it to the last page,
on what you can and cannot do within your rent budget?

Dr. Smits. The first part is easy, the national goals, will be
general directions and will deal with issues such as the tremendous
variation in the use of hospital beds by medicare beneficiaries. We
know what the national average is; we know, correcting for in and
out migration, how beneficiaries use beds in each PSRO area. So
we can ask a PSRO to compare itself to that national average, to
even its regional average.

We will also be addressing some specific issues in surgery where
very great variations in rates of elective surgery suggest that there
may be overuse of surgery, particularly of certain procedures.

It is more difficult at this point, I think, to specifically relate
that to the budget cuts. Certainly, many PSRO’s have indicated to
us that at the current budget levels they are not able to set the
kind of objectives they would like Lo, or sometimes to accomplish
the kind of objectives our regional offices would like them to ac- -
complish.

Senator DURENBERGER. So that the information to achieve the
national objectives comes from the PSRO as part of setting their
own objective-setting process?

Dr. SmiTs. One of the very important products of the program
which few people appreciate is the national data system. The
PSRO’s have data on all the discharges; which they review. They
submit this data to us, and it is aggregated. Some very interesting
facts come out of that data system, such as the information about
variations in length of preoperative stays.

We really hadn’t had that information before and it has been
very useful to us. What we would do then is feed back to the
individual PSRO the aggregated national and regional data, so
they have something to compare themselves against.

Senator DURENBERGER. Skip the regional and just address your-
self to an example of national data, and explain to me the signifi-
cance to a community of a PSRO using national data in its own
process of review.

Dr. Smits. Rates for cataract surgery in this country vary from
five cases per 1,000, among the elderly per year, to 16 per 1,000 per
year. That may be partly related to differences in the populations.
Some people are more prone to cataracts than others.

It probably is also related to some changes in the standards for
performance of cataract surgery. In a community where physicians
have somewhat uncritically accepted the practice of early cataract
removal, we are now asking that physician group to deal with the
fact that they are doing three times as many cataract procedures
per 1,000 individuals as the national average. That doesn’t in and
of itself prove that that is wrong or that those cases were handled
wrong, but we are asking them to go back and examine the cases -
in detail.

In the instance of cataract surgery, that usually means a review
system in which some kind of evaluation of visual acuity takes
place before surgery.
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So what we have really done, I think, is put in the hands of the
physician groups some information which they have to deal with
and interpret in light of the clinical context.

Senator DURENBERGER. Is that a costly process—that is the first
part of the question—gathering this information nationally?

The second part of the question is, where is this information
presently available, perhaps not in the same perfected state that it
wo(tlxld be if it came through your process? For example, insurers
and so on.

Dr. Smrrs. The process of collecting the PSRO data? Not by
Federal standards. Until not terribly long ago, we had a 75 cents
per discharge cost limit on it. We would have to, I think, submit for
the record what the aggregate cost of the data system is now; and
we would be glad to do that.

(The following was subsequently supplied for the record:]

I1. SusJect: Use OF NATIONAL DATA SystEM BY PSRO's

Specg;w question: What is the aggregate cost of the national data sgstem?

In 1978, the total cost of operating the data system was about $6 million. This
includes both PSRO costs and costs incurred at the national level. Annual costs for
the national level in 1978 were slightly less than $1 million, while PSRO costs were
slightly greater than $5 million. PSRO costs were calculated based on coets incurred
in collecting and processing data on approximately 7 million discharges and do not
represent full program implementation.

Dr. Smirs. Yes, we do have other data, particularly on medicare;
better data on medicare gatients than on medicaid patients. Even
the available medicare data, however, does not provide all the
information needed by PSRO’s, such as data on patients having
lox%lstays.

e greatest problem with the medicare data that comes through
the bill gayers is that it isn’t available to you for over 1 year in the
case of broad utilization indicators and approximately 2 years in
the case of more specific aggregate displays, so it is very hard to
track current trends. .

Senator TaALMADGE. Thank {)ru very much for your contribution.

[The prepared statement of Dr. Smits follows:]

SrateMeNT oF DR. HELEN L. SmrTs, DIRECTOR, HEALTH STANDARDS AND QUALITY
BureAau, HEALTH CARE FINANCING ADMINISTRATION

I am pleased to appear before the Subcommittee today to discuss my perceptions
of the areas of test PSRO program success and the areas which have presented
particular problems for us.

I am particularly encouraged bK the rprogreas we have made to improve the
management of the p and the ormance of many individual PSRO’s. We
hope to see continued positive results in the future. Today I would like to focus on
the progress we have made, appropriate criteria for evaluating the program, and
the ways in which Congressional cuts decreasing our budget request have created
problems for the program.

SPECIFIC PERFORMANCE EVALUATION

I would like to begin t;ysﬁointiglg out how very impressed I am by the successful
performance of the best Q’s. National recognition of the performance of individ-
ual PSRO's, even the outstanding ones, is often overshadowed by trends revealed in
overall statistics. The program, however, was designed to foster local initiative and
no thorough evaluation should overlook the impact of the efforts many PSRO’s have
made to deal with local problems. This year, PSRO’s that have demonstrated the
ability to perform have received additional funds to conduct special initiatives in
areas such as ancillary services review. We feel this encourages good performance
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and simultaneously fosters new review technigues which are badly needed to control
wasteful spending. We plan to continue funding PSRO’s to conduct special initia-
tives, based on demonstrated positive impact.

PSRO’s which have performed poorly, on the other hand, face loss of Federal
funds if their problems are not corrected. Within the past year we have discontin-
ued support of four PSRO contracts. The reason for these actions, in some cases, has
been mismanagement of Federal funds, and in others, inadequate performance of
PSRO functions. These defundings demonstrate our commitment to positive per-
formance by PSRO's as a criterion for continued funding.

Although the extreme action of defunding must be taken in some cases, improve-
ment, rather than punishment, must remain our major goal. Now that PSRO’s
understand that non-renewal of their grants is a serious possibilit{, we are finding
those in trouble more willing to work with us to resolve their problems. This allows
us to retain the 1'Positive aspects of the organization, while working to improve the
weaker aspects. For example, one organization which had been notified of our intent
to discontinue funding was most cooperative in moving to correct the problems
which had prompted our notification. Because the PSRO took decisive corrective
actions, including a change in personnel and strengthening of financial operations,
we were able to avoid termination, thereby retaining the physician support which
had led to satisfactory review performance.

e — PERFORMANCE INDICATORS

In assessing the quality of PSRO performance and making funding decisions
based on this assessment, we use a variety of performance indicators. Aggregate
utilization findings, as reflected in last year'’s HCFA evaluation and the recent
Congressional budget office reanalysis, represent only one type of outcome to consid-
er and are of limited value when it comes to assessing individual performance.
There are many other areas in which PSRO’s can, and have, demonstrated positive
performance. For example, through the medical care evaluation process, PSRO’s are
documenting positive impact on quality, such as reductions in overprescribing of
drugs—PSRO's are identifying poor quality hospitals and preparing sanction reports
on these facilities. Decertification actions were initiated in two cases based on PSRO
findings. PSRO’s are also identifying poor physician practices and, where appropri-
ate, providing valuable data to licensing boards.

RO actions have contributed to the closing of expensive and unnecessary hospi-
tal beds in parts of the country which have particularly high utilization rates. You
may have noticed news reports indicating that our local PSRO is now requiring that
many minor surgical procedures be done on an outpatient basis.

RO’s are cooperating with Health Systems ncies (HSA’s) to collect data for
planning purposes. PSRO's which are conducting both hospital and long term care
review have provided HSA's with documentation of the need for additional long
term care . PSRO’s have also documented improvements in quality of care in
- long term care facilities by monitoring and recommending changes in physician
practice patterns.

A further measure of success is the fact that fully one quarter of all PSRO’s have
contracts with private insurers to conduct review of non-Federal patients. The fact
that skeptical insurance compdnies find that a PSRO contract is a good way to get
the job done seems to be excellent evidence that we are succeeding.

ile we recognize the importance of taking into account factors such as these in
determining the success or failure of individual PSRO’s, we have yet to devise an
evaluation system which reflects such variable aspects of performance. The tempta-
tion, therefore, may be to look only at the major evaluation studies to determine
pr%ram impact.
ven by this standard, however, the program has shown striking improvements,
even though the data for the most recent studies was gathered before the impact of
our management initiatives could be fully felt. The HCFA evaluation study showed
a-1.5 percent aggregate reduction in utilization and a cost-benefit ratio of 1.1. The
reanalysis conducted by the Congressional Budget Office (CBO) using the same data,
however, showed a net reduction in utilization of 2 percent and a cost-benefit ratio
of 0.7. The difference in the ratios resulted primarily because CBO assumed that
empty beds would be filled, thereby transferring costs to the private sector and
decreasing PSRO benefits.

While we do not support this as a valid assumption and recognize that this study
has been touted as a negative one, its data can be used equally well to suggest that
the program would be quite successful if it covered all hospitalized patients rather
than only those funded by the Federal government.
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Beyond evaluating PSRO’s on a stand-alone basis, PSRO's should be compared to
other alternatives. The main alternative, Utilization Review (UR), is not nearly as
satisfactory.

The cost of UR is included in each hospital’s general administrative expenses. The
only applicable limits are general limitations on reasonable costs. The costs of State
review are part of the administrative costs of the Medicaid program. To finance
PSRO review, on the other hand, regiona! offices negotiate PSRO budgets for both
overhead costs and the actual costs of review. PSRO's, in turn, negotiate costs with
individual hospitals performing delegated review. New regulations will make these
hospital negotiations binding, thus avoiding the Problem of hosgitals receiving ex-
cess reimbursement by declaring high costs to be “‘reasonable and necessary”. PSRO
costs are therefore controllable while UR costs are not.

When we defunded the PSRO in Tennessee, many hospitals expressed concern
that they could not conduct UR within the same cost constraints as had been
imposed on the PSRO. In actuality, cost controls will not be in effect for the UR
programs established to replace PSRO review.

Interestingly, when one extrapolates the cost figures for UR contained in the 1977
evaluation to fiscal year 1980 and compares them with the present estimates for the
cost of a fully implemented PSRO program, UR is slightly more costly. Qur actu-
aries felt the 1976 data was too soft to generate a precise comparison and recom-
mended a more conservative estimate based on the assumption that there is little
difference in PSRO and UR costs. For budgetary purposes, therefore, the cost of UR
and focused PSRO hospital review are roughly the same. To obtain better and more
current information we will be undertaking a more comprehensive study of UR
costs in the next year.

OBJECTIVE SETTING

A key measure for assessing individual PSRO performance, and representative of
one of our major. management initiatives, are the objectives each PSRO negotiates
with HEW and, as a consequence, is held accountable for meeting during the course
of its grant year. The initiation of this process represented a major redirection in
the program and we feel progress to date has been very good. Regional office staffs
now work with each PSRO to identify and negotiate realistic and quantifiable
objectives based on the particular nature of the utilization and quality problems in
the PSRO area. The objectives set by PSRO’s have ranged from reduction of long
preoperative stays for specific procedures to improvement in inappropriate use of
the emergency room and increases in the usa%e of outpatient setti for sutﬁery.
As of now, all PSRO’s have negotiated their objectives; a small number of PSRO's,
whose objectives were not acceptable, have had restrictions placed on their grants
until acceptable revised objectives are submitted.

In the next year we will monitor closely PSRO progress in achieving their
objectives. Also underway is an effort to strengthen the objective setting process to
assure that PSRO’s address problems of national significance. National goals are
currently under development and each PSRO will be required to address these goals
through its objectives or to justify why the National priority is not relevant to its
area. Through this process we expect to be able to continue to assess PSRO’s on an
individual basis and also to be able to report to Congress on general PSRO perform-
ance in areas of special concern or importance.

BUDGET CONTROL

We think the objective setting process contributes to other elements of improved
program management as well. We believe that with better management of the
review process, PSRO's can continue to be effective at lower costs. For this reason,
another of our major management initiatives has been better budget control. As
PSRO’s were funded throughout the past year, their review budgets were reduced
by an average of 30 percent. For 1979, all PSRO budgets have been negotiated at
lower rates. By the end of this year that review cost will average approximately
$8.70 as opposed to the average of about $13 in 1977.

Because of this limitation, all PSROs will have highly focused review systems by
the end of this year. Through focusing, PSRO’s place greater emphasis’ on the

rticular diagnoses, procedures, hospitals, or physicians where problems have been
identified. Those cases which do not represent problem areas are still abstracted
and reviewed on a statistical basis.

Since these initiatives should result in better program management and in lower
unit costs, the cost-benefit ratio of the PSRO program should show very significant
improvement in our next evaluation.

$3-461 ¢ - 73 - 2
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CONGRESSIONAL BUDGET REDUCTIONS

Recent Congressional budget cuts have restricted our movement into areas of
review other than hospital review. Our mandate requires the conduct of review in
the long term care and ambulatory care settings, as well as hospital emergency
rooms, outpatient departments, and ancillary services. To move into these areas in a
more timely way, it is important that funds be made availeble to carry out adequate
developmental work. .

Funding contraints have resulted in support for only 48 long term care review
projects, in spite of considerable PSRO interest and documentation of the impor-
tance of linking the hospital and long term care review systems. Funding our
budget requests would have provided some expansion of this effort.

Our efforts in ambulatory care review have been oriented toward methodology
development. Five PSRO’s have been funded to conduct projects designed to illus-
trate the limitations and opportunities given various approaches to review in the
ambulatory setting.

Other experimental areas have also been curtailed. While approximately 70
PSRO’s have received limited funds for ancillary services review and other new
aspects of hospital review to date, these represent “one-time” funds to conduct
special projects and will often not be renewed.

Congressional failure to fund our full request level has restricted our ability to
devote sufficient attention to several areas of particular concern to this committee,
such as review of long preoperative stays, elective weekend admissions, and certain
admission services.

We are attempting to fund these relatively new types of review and emphasize
priority areas for hospital review to produce maximum results in terms of actual
impact on utilization and quality and to expand our knowledge of what works and
what does not work in each review setting. We have tried to balance our desire to
expand into these areas with our desire to fund PSRO’s to initiate hospital review
in all areas of the country. We are particularly interested in your ideas on how we
may best carry out your intent to conduct the various types of review within our
funding limits.

This concludes my prepared remarks. I would be pleased to answer any questions
you may have.

Senator TALMADGE. The next witness is Dr. Robert A. Morton,
medical director, Colonial Virginia Foundation for Medical Care,
Virginia Beach, Va., accompanied by William S. Grant, the execu-
tive director.

We are delighted to have you. You may insert your full state-
ment in the record and, due to time constraints, I will ask you to
limit your testimony to not over 10 minutes.

STATEMENT OF ROBERT A. MORTON, M.D., MEDICAL DIREC-
TOR, COLONIAL VIRGINIA FOUNDATION FOR MEDICAL CARE,
VIRGINIA BEACH, VA,; ACCOMPANIED BY WILLIAM S. GRANT,
EXECUTIVE DIRECTOR

Dr. MorTtoN. Thank you, Senator.

The purpose of our appearance today is to share with you our
experiences as a PSRO, some of which were expected of us by the
Government, some of which were innovative and unexpected, and
all of which are in keeping with the intent and spirit of Public Law
92-603 which established the PSRO system. No other organization
has the inherent ability that PSRO’s do to examine and influence
the practice of medicine across the country.

We have submitted a more detailed statement. I would like to
use this brief time to mention a few of the high spots of that
statement in the areas of physician involvement, impact of utiliza-
tion review, impact of medical care evaluation studies, findings in
the long-term care review program, and a couple of remarks rela-
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:'ive to the assessment of our activities and our feelings about the
uture.

In the area of physican involvement, we feel that one reason,
and perhaps the main reason, for our success as a PSRO is that the
physicians of our area are committed to peer review, not just as a
minimal response to Federal requirement but as an obligation of
the medical profession to assure quality of care to all patients.

Of a membership of about 800 physicians, 122 are actively in-
volved in committee and board of directors activities of the founda-
tion. Close to 5,000 physician man-hours annually are devoted to
peer review. Most of these hours are not reimbursed by Federal or
an(y) other dollars.

ur PSRO is physician directed; the board establishes policies,
and a very competent staff operates only within those policies. The
board is very knowledgeable of Federal requirements and Federal
concerns and keeps itself informed of these issues.

In the area of utilization review, we feel we have had definite
and beneficial impact. In the acute care hospital program, 30,000
days of care were saved in 1973 for medicare patients only. This
results, by our estimate, in about three times the amount of money
saved that the entire review program cost.

The reduction in the average length of stay was areawide, but,
more importantly, there was a more significant reduction in those
hospitals that had a poor utilization pattern originally.

I will digress a moment here.

You were talking a minute earlier about good PSRO’s and aver-
age PSRO’s being lumped together. We run into that problem at
the hospital level too, of lumping things together, and try to look at
individual hospital problems; and where more impact is needed we
feel we are making that.

The foundation developed a psychiatric review program in coop-
eration with the National Institute of Mental Health. As a result of
this activity, the review of psychiatric patients for DHEW has
resulted in a 22-percent decrease in the average length of stay.

The foundation has also contracted with the Department of De-
fense to review CHAMPUS patients with psychiatric diagnoses. In
5 months’ time, the admission rate for these patients dropped to
less than one-third of the 1978 level, and the length of stay dropped
60 percent. The cost of this review to the Defense Department was
$5,187 and the net savings were over $1.5 million.

Review in a State psychiatric facility, which had 220 beds desig-
nated in active treatment units, was started in 1978. After a 60-
percent denial rate and in working closely with the medical staff,
there occurred a reduction to only 78 active treatment beds.

An increase in staff physicians assigned to an acute care medi-
cal/surgical unit within the State institution occurred when PSRO
consultants questioned the adeci;xacy of patient care.

In conjunction with the health systems ?ency, we assisted in the
creation of 14 skilled nursing beds in the State hospital to care for
patients with both organic and psychiatric diagnoses who did not
need acute hospital care.

The foundation instituted a problem-oriented system of focused
review in 1979 due to the funding cut to $8.70 per patient for
review activities. We are now reviewing only 35 percent of medi-
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care and medicaid patients, but the number of instances of misuti-
lization identified continues at the 1978 level when we were review-
ing 100 percent of patients. Therefore, our focusing must be in the
right direction.

The Colonial Virginia Foundation has developed one of the most
aggressive medical care evaluation study programs in the country.
We have been accomplishing the conduct of four acute care multi-
hospital MCE’s, two multihospital psychiatric MCE’s and one long-
term care facility MCE annually, plus the equivalent number of
restudies.

Not only are we conducting the traditional audit of specific diag-
noses and procedures but also have studied the care rendered to
ambulatory patients and ancillary services' utilization.

We have identified that the ﬁreoperative length of stay is a
distinct problem in a number of hospitals. A restudy showed some
improvement but not sufficient to satisfy our committees. As a
result, more intensive concurrent review on patients admitted for
el::si\ée surgery has been started in those hospitals where it was
n . .

Poor medical records on patients treated in hospital emergency
departments was identified as a problem. The restudy shows sig-
nificant and satisfactory improvements. We have only recently
identified the misuse of intermittent positive pressure breathing
treatments as a problem. X

Over half of the patients receiving this service have no valid
clinical indication for it. Corrective action is being devised and a
restudy will be conducted in 1980. We are currently instituting a
study on the use of computerized axial tomography, otherwise
known as CAT scans.

The foundation originated and spearheaded the first nationwide
medical care evaluation study, i which nine PSRO’s from around
the country cooperated. The topic was cesarean section. The final
results are not available yet, but in our own area we demonstrated
a significant deficiency in prenatal care and an excessively high
}nfalxgzs(r)nortality rate. This study has suggested further MCE topics
or .

Psychiatric MCE studies have clearly shown that patients subject
to concurrent review meet standards of care more frequently and
had shorter lengths of stay than those patients not under concur-
rent review.

As far as review of long-term care patients is concerned, the
foundation identified in our area that 6,401 days of care were
wasted in acute care hospitals in the first 6 months of 1979 by
patients awaiting nonavailable skilled care beds. Using simple cost

rojections, it appears to us that about $1 million is wasted annual-
y on medicare and medicaid patients because of the shortage of
skilled care beds. The health systems agency was appreciative of
our findings and is more vigorously addressing this problem.

Finally, we have been scrutinized by several agencies, and no
significant problems have been found.

e medicare fiscal intermediaries have disagreed with less than
one-half of 1 &ercent of the PSRO medical necessity determina-
tions. A DHEW financial audit found no problems; a GAO study
also found no problem. A health standards and quality bureau
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assessment found no significant problem except the lack of long-
rangeaf)lanning, which is difficult to do when we are dependent on
annual funding grants, but which we are attempting to address.

‘The Colonial Virginia Foundation believes in the old principle
that legislation should be a minimal response to needs. Our needs
are a stable and predictable financial base -and a clear and un-
equivocal statement of support and confidence in the PSRO pro-
gram by both the Congress and the administration.

With these two needs met, we foresee a continuation and expan-
sion of what appears to us to be an extremely effective joint ven-
ture between Government and the medical profession to provide
appropriate and high-quality medical care to the citizens of the
United States.

Thank you.

Senator TALMADGE. Thank you very much, Doctor. We appreciate
having your excellent testimony.

I am impressed by your statement that peer review is not just a
Federal requirement but an obligation of the medical profession to
assure quality of care to all patients. Your testimony contains
ample proof that a PSRO can achieve real savings, while at the
same time improving the quality of patient care.

You are to be congratulated. Dr. Morton, I have felt that in the
areas that you are focusing on—preoperative stays, respiratory
therapy, weekend admissions, long-term care in hospitals and oth-
ers—are areas of great waste. Would you agree that the cost of
reviewing these areas would be far outweighed by the savings to be
realized?

Dr. MortoN. Yes, sir; I would agree with that.

Senator TALMADGE. You have had a good deal of experience in
reviewing psychiatric care in hospitals. Do you believe there would
be any special problems in reviewing the services in mental health
centers that psychologists and psychiatrists perform outside the
hospitals?

Dr. MorTON. We have no experience in this. Yes, I think there
might be some benefit in reviewing those areas. Certainly in the
hospital we have found numerous areas of concern and have had,
as shown, quite a bit of impact on that.

Senator TALMADGE. Do you find your efforts resulting in positive
changes in medical practice?

Dr. MorToN. Yes, sir.

Senator TALMADGE. For example, have you found that more than
half of the inhalation therapy given in hospitals was not clinically
indicated, has there been a reduction in ordering the use of inhala-
tion therapy as the result of your work?

Dr. MorToN. We don’t know yet. We just recently came up with
this finding. Our corrective action ;rogram is reporting back to the
hospital and asking them to conduct their own educational pro-
grams relative to this.

One of the things we noticed in this is that the teaching hospitals
that are medical school affiliated had much less use of IPPB, which
is the abbreviation for this treatment, had much less use of that

.than the smaller community hospitals. In other words, there is a
growing knowledge that this particular treatment is not all that it
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used to be thought to be, and that the indications for its use have
considerably narrowed in recent years.

This information has not really filtered through to all hospitals
yet. By showing the smaller community hospital—and I don’t mean
to be beating on them because they are small—but by showing
them that the university affiliated hospital is able to get just as
food results without using the types of treatments, by using other
ess expensive and probably more effective forms of treatment, we
will see a change in their practice pattern.

Not seeing that change, then we would have to go to some
method of denial of payment for those services; but that would be a
last resort.

Senator TALMADGE. Our staff has reported that we are ?ending
about $1 billion a year more in that therapy alone; and if half is
unnecessary, that means we are wasting one-half billion dollars a
year in that one area alone. '

Dr. MorToN. Well, half is not necessary in eastern Virginia. I
don’t know about the rest of the country.

Senator TALMADGE. Senator Durenberger?

Senator DURENBERGER. Thank you.

So I can expand my understanding of your role and your func-
tion and your accomplishments—let me go back to the chairman’s
second question as it relates primarily to psychiatry. There is a
statistical record of great accomplishment in your statement. Your
project with the National Institute of Mental Health shows a 22-
percent decrease in average length of stay; in your project
CHAMPUS with the Department of Defense the length of stay
dropped 60 percent; the project with the State psychiatric facilities
showed a 60-percent denial rate and a substantial reduction, appar-
ently, in active treatment beds. - -

y question basically then is, what happened to the persons with
mental health problems in the community that you served after
the accomplishment of some of these objectives?

Dr. MorToN. Yes, sir. I don’t think that we have done away with
mental illness in eastern Virginia. What has happened, I believe, is
that there are alternative forms to hospitalization for treatment of
mental illness and that the psychiatric community is turning to
those areas.

Within the State facility, the 220-bed reduction, the reduction
from 220 to 78 active treatment beds did not result in the discharge
of any patients; they were merely reclassified at an intermediate
level, rather than an active treatment level. This makes no differ-
ence to the taxpayers in Virginia because they are still supporting
the patients. It does make a difference to the medicare program,
which was paying for them in an active treatment bed and does not
in an intermediate care bed. :

So there is a different flow of dollars, but I am not sure of the
taxpayer benefit from this.

ore importantly though than the money involved, is that the
hospital has to put itself in the position of defining exactly what
they are doing from the quality standpoint; of what patient was
deserving of active treatment, and were timey really getting it,
although classified as it; and by their own initiative, as we began to
make these findings, decided they were not really active. They are
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the ones who changed the bed figures; the PSRO did not. We
mereliy pointed out the problem.

So I believe the patients benefit by having a better definition of
what the expectation is, the outcome of that patient. :

In the same institution, the medical/surgical unit which is classi-
fied as an acute care hospital had very definite problems with lack
of physician care. That was corrected; and they also had problems
with moving patients.out, bzcause the average skilled nursing fa-
cility simply did not want to accept a patient who happens to have
ah ps;g:hdiatric diagnosis, along with what other organic problem
they had.

So, working with the health systems agency—and, incidentally,

etting around the State law in Virginia, which prevents their
institutions from having skilled beds—we were able to get skilled
beds created in that institution, again placing the patient at the
appropriate level of care so the funding could be appropriate to the
care.

Senator DURENBERGER. What role does the source of funding dplay
in some of those decisions, whether it is medicare, State funding,
private funding, and so forth? In your whole analysis you have just
gone through—and it looks like a thoughtful a‘i)proach—what role
does source of funding play in some of the decisions you make
re%arding appropriate care?

r. MorToON. I don’t think the source of funding plays any role in
our determination of what is appropriate care for patients, or an
appropriate level of care.

nator DURENBERGER. The comment you made earlier about
skill_e?ad nursing care versus intermediate, that is not a commen-
ta

r. MorTON. Well, those are the effects; that is what happens
after you make the decisions; but that is not, in my mind, the
reason the decisions are made.

Senator TALmMADGE. Thank you.

[The prepared statement of Dr. Morton follows:]

STATEMENT TO THE SUBCOMMITTEE ON HEALTH, U.S. SENATE COMMITTEE ON
FINANCE

SepTEMBER 16, 1979,

The Colonial Virginia Foundation for Medical Care, which is the Professional
Standards Review Organization for Eastern Virginia, like many of our counterparts,
has been reluctant to share statements of our activities with others. Primarily, this
reluctance has come from the number of studies and restudies that have been
conducted to validate or invalidate the claims made by PSRO’s as to their activities.
We feel that the time has come for us to take the basket off of our light and share
with you some of our accomplishments. As a kindness to {; and anyone else who
may read this report, we have omitted the various graphs, statistical tables and
reports which document our activities; but be assured that upon request we will be
harpy to provide whatever additional information you may need.

n 1978, the 13 component medical societies in Eastern Virﬁienia came together
and decided that a physician-controlied Professional Standards Review Organization
. was preferred to one controlled by some outside group of norll&!waiciam. To this

end, they incorporated and received a planning grant from D to become the

RO in this area. After a voting process in Virginia that clearly indicated that the
physicians preferred local PSRO’s as to a single state PSRO, we were then granted
conditional status and in a period of six months implemented all acute general
hospitals in our area. Subsequent to that, we have implemented five x_{:aychiatric
hoelritals, a chronic diseases hospital, and a U.S. Public Health Service Hospital, as
well.
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In January of 1979, we implemented Long Term Care Review for skilled patients
in eight skilled nursing facilities in our area.

The Board of Directors early on, discussed what the role of the PSRO would be in
Eastern Viriinia and decided that this was an opportunity the Federal government
had given physicians to conduct peer review, and our intention was not merely to
meet the minimum requirements of the PSRO Program, but to use this as an
opportunity to deal wicttl;feer review in all areas. As a result of that decision, this

oundation has condu a project with the National Institute of Mental Health on
establishing a peer review mechanism for psychiatry, which was extremely success-
ful in reducing by some 22 percent, the average length of stay for hospitalized
schizophrenics in our area. As a result of this, we implemented a pilot project which
continues for a special psychiatric review in the area hospitals and state facility.
This has resulted in a reduction in the number of active treatment beds in the State
pesychiatricl lhospit,al and a reduction in length of stay for psychiatric patients in the
area overall.

CHAMPUS has recognized '‘our activities in the peychiatric area and has funded
this Foundation to do PSRO-type review for C US beneficiaries who have
psychiatric diagnoses.

e hope you can see in this brief introduction that the Foundation has taken the
resources that Congress has provided us and attempted to use them effectively in
the PSRO Program, as well as extend them into other types of review.

PHYSICIAN INVOLVEMENT

Our strongest asset as a PSRO is the physician support and participation that we
erggg. Over 800 physicians are members of the Foundation, out of approximately
1,300. While this figure is in line with most PSRO’s membership across the country,
we feel that most especiagg the activities of those who are involved in the actual
working activities of the PSRO represent that physician support mentioned above.

The rd of Directors of the Foundation is composed of 15 physicians, who have
met regularly, month after month, from the inception of the Foundation in July of
1975 until the present. We have developed seven standing committees, whose collec-
tive physician membership stands at 122 members. Our average attendance at our
meetings is approximately 65 Iercent, and we estimate that areawide 1,800 physi-
cian manhours annually are devoted to the PSRO ngram and in the delegated
hospitals, over 4,000 manhours annually are given to this program. Most of these
hours are not, in fact, reimbursed by the PSRO. The physician activities that have
been associated with these manhours are complete review and revision of the AMA
Criteria Set; the conduct annually of 7 areawide medical care evaluation studies and
res:udiee; the concurrent review system in acute, psychiatric and long term care
settings. .

Finally, in the area of Rhysician support, we think a significant sequence of
events occurred. In 1977, the Medical iety of Vgginia og;oeed the PSRO Pro-

am, but when through our efforts and the other PSRO’s efforts in the State, we

ave shown physicians that this is an effective working relationship with govern-
ment. To this end, in 1978 the Medical Society’s President in its publication of
Virginia Medical Monthly strongly praised PSRO as being a reasonable partners!“x’ip
between physicians and government and encouraged all physicians to support it. We
feel this represents a shift in attitude on the part of physicians in Virginia and
shows our support for the program. -

The PSRO is physician directed, and while we have a very competent staff they
only act within the policy framework that is established by the Board of Directors.
Phﬁsicians in this area are involved in the PSRO and supportive of the
PSRO am, and I think this is reflected in the 122 committee members and
certainly the 4,000 manhours that are given in the delegated hospitals to committee
work, as well as Physician Advisor activity.

UTILIZATION REVIEW

The CVFMC operates a primarily delegated system of concurrent utilization
review. Only one of the acute care hospitals is non-delegated for this function. Data
from the Medicare Fiscal Intermediaries show that the aver: length of sta,
(ALOS) for the caleélmear 1976 (pre-PSRO review) for Area 5 of Virginia was 11.
days. In 1977 the C was designated a Conditional PSRO and all acute care
hospitals in the area were phased in under the PSRO review system and 100
percent of federally-funded patients were under concurrent review for the calendar
year- 1978. In those two years the ALOS for the area dro to 11.0 days or a 6
percent reduction. If the Medicare patients admitted in 1978 stayed an average of
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11.7 days as in 1976, an additional 30,000 patient days of care would have been
utilized. It is difficult to translate saved days of care into dollars but by any
reasonable cost factor applied to a patient day in an acute care hospital, the savings
in the Medicare program alone consideral;l more than offsets both PSRO and
delegated hospital cost review for both the Medicare and Medicaid programs. Com-
K’arative data for the Medicaid program is not available since the Virginia State

edicaid Agency has only recently (1979) developed a reliable information system.

Perhape more importantly, a breakdown of the change in ALOS figures by indi-
vidual hospital shows a measurable impact in those hospitals who had a significant-
_l{ longer to start with. Seven hosepitals exceéded the areawide in 1976.

aken a8 a group the ALOS in these hospitals dropped over 10 gereent by 1978 and
the two hosepitals with the lo%;at Alng figures (17.0 and 14.6 days respectively)
dropped over 15 percent each. Only 4 of the hospitals showed an increase in
during this time, all of these had lower ALOS res than average in 1976. Only
one of these hospitals had a statistically significant increase in ALOS and as a
result, that hospital instituted a review system in 1979 focusing on problem physi-
cians identified by the PSRO data system.

It is difficult, at best, to judge the quality of decisions made by physician review-
ers at the hospital level relative to the necessity of hospitalization. Second guessing,
by a retrospective review of a sample of gxtient reccrds, does indicate that some

ment does occur between the PSRO Physician Consultants and the hospital
Physician Advisor. The CVFMC does measure the rate of denial of benefit determi-
nations by hospital, which is one objective measure of physician review activity. In
the entire area, approximately 1 percent of Medicare and Medicaid patients had
their benefits terminated by the PSRO review system in 1978. Interestingly, there
was a stright line correlation between this measurement and the reduction in
ALOS. In those hospitals with a denial rate in excess of 1 percent, the ALOS
dropped 10.9 percent from the 1976 figures. The group of hospitals with a denial
rate of between 0.5 percent and 1 percent showed a decrease KLOS of 6.9 percent
and those four hospitals with a denial rate of less than 0.5 percent showed an
increase in the AL(?S This information has been fed back to the hospitals in 1979
with the result that the numerical quantity of denials for that area is almost
identical with the 1978 figures even though the intensity of concurrent review has
been dropped to include only 35 percent of federally-funded patients versus the 100
percent review in 1978.

Due to the funding cut to $8.70 per patient for review activties in 1979, the
CVFMC developed a problem-oriented review system rather than continuing concur-
rent review on all patients. Though our data was really not sufficiently large
enough to allow any comfort in identifying problem areas, the 35 percent review
level does seem to be focused in approximately the right directions since identifica-
tion of misutilization continues at the 1978 level. ‘

e CVFMC implemented PSRO review in our first year of conditional status at
the State Psychiatric Facility’s Medical-Surgical Unit. Surveys were conducted by
Foundation Physician Committee members and it was felt that there was not an
.adequate amount of physician involvement in patient care. Subsequently, the facili-
ty employed additional phmcians which has resulted in improved quality of care
rendered. The facility has difficulty in transferring patients who require skilled
level of care to facilities that provide these services due to the reluctance of
accepting patients with psychiatric problems.

The Foundation supplied information s\g{)orting the need for such beds to the
HSA, and, as a result, fourteen (14) medical-surgical beds have been converted to
skilled nursing beds through the certificate of need process. The State of Virginia's
legislation does not allow for skitled level of care beds to be located within state
facilities, but the CVFMC, in cooperation with the facility and the HSA, is attempt-
ing to modify this law.

As a result of the NIMH Project, the Foundation submitted a proposal to CHAM-
PUS for the review of all US beneficiaries in the Tidewater area. It was
determined that to get a more accurate picture of the quality and appropriateness
of services rendered to CHAMPUS beneficiaries that this contract be for all diag-
noses. In March of 1979, the CVFMC was awarded a contract by CHAMPUS for
review of peychiatric diagnoses in all acute care hospitals and peychiatric facilities
throughout Area V of Virginia. Concurrent review was implemented on April 9,
1979 in twenty-two acute care hospitals, five private psychiatric hospitals and one
state peychiatric facility.

During the first five () months of the proj there occurred a 60 percent
decrease in the average length of stay, from 44.9 days to 26.9 days, as determined
from supplementary data compiled by participating facilities for 1978 and 1979.
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Furthermore, CHAMPUS and Fiscal Intermediary data showed that there were
approximately three hundred (300) CHAMPUS psychiatric patients admitted month-
l{ in 1978; since the implementation of the C C’s Psychiatric Review Program
there has been less than one hundred (100) admissions per month. The program cost
was 35,187, which saved approximately $1,513,000 during those 5§ months!

Further, upon implementation of the Psychiatric Review Program in the State
Psychiatric Facility, it became apparent that the majority of patients being treated
in that facility were not receiving acute psychiatric treatment but an intermediate
level of care. To date there has been a sixty (60) percent denial rate of the patients
treated at this facility. The Foundation has worked closely to define acute peychiat-
ric care versus a lower level of care which has resulted in a redefining of the types
of beds and the services rendered to the patients. When review was implemented,
there was a total of two hundred and twenty (220) licensed acute psychiatric beds;
this number has now been reduced to seventy-eight (78). The cooperative effort
between the facility and the CVFMC Multi-Disciplinary Psychiatric Committee has
resulted in a more cost effective treatment and has allowed for an increase in
resources to provide quality of care rendered.

The CVFBEC plan to continue problem-oriented review in the future. The data
base is building, data quality is improving and problem identification is becoming
more exact. In addition, the CVFMC will change the system of review in 1980 from
the traditional assignment of a certified number of days based on diagnosis and age
group to a more efficient and intensive cyclic review system designed to identi
specifically the point in time at which necessity for hospitalization ceases. This t
of review has been shown to clearly have more impact on misutilization and to
more efficient, thus increasing the cost-effectiveness of PSRO review.

Utilization review has rapidly progressed from the primitive one-on-one physician
review of a few years ago to the sophisticated problem-oriented system mentioned
above. PSRO’s and physicians must have sufficient time and resources to continue
development of effective means of changing patterns in the delivery of health care.
Physicians who make up the PSRO’s, are through their own efforts learning how to
better utilize hospital facilities. PSRO’s do improve with age.

MEDICAL CARE EVALUATION STUDIES

In 1977 and 1978, respectively, the Foundation, as part of its unigue psychiatric
review program, conducted an areawide (11 facilities/units) study of “Schizophrenia
in_Adults” (age 19 and above). Individual psychiatric hospitals/units not only re-
ceived, for the first time, valuable feedback on their own patterns of psychiatric
care, but were able to compare patterns of care with other psychiatric hospitals/
units. In addition, these facilities were stimulated to increase resources in the form
of staff MCE Committees and Committee Assistants. Whereas audit had previously
maintained a low priority in these facilities, it gained much credibility as a tool for
assessment of the guality of delivery and organization of psychiatric care services as
a result of data and patterns of practice identified in the two studies.

Several significant pieces of data emerged from analysis, the most significant
being length of stay and a ﬁositive change of criteria compliance across studiés. The
average length of stay reflected a 21.93 percent decrease for the area. Average
compliance rates for criteria (diagnosis, treatment processes, complications) showed
a significant increase. More specifically, the co! ce rates increased for Federal
beneficiaries, after implementation of concurrent review but decreased for those
patients not subject to the concurrent review process. — -

During the first quarter of 1978, eighteen hospitals participated in a study of
“Abdominal H7ysterectomy". Study analysis revealed an average preoperative length
of stay of 44.17 hours (ronge of 102.3 to 24.9) that in almost all instances was due to
(1) delays in obtaining specialist consultation and (2) laboratory and X-ray studies
conducted on an inpatient basis that could well have been performed on an ambula-
toﬁ' basis. Recommendations for corrective action addressed this issue quite specifi-
cally.

A restudy conducted in 1979 revealed a 2.4 hour reduction in pre-operative length
of stay with four hospitals (longest LOS in original study) continuing to have an
excessive length of stay despite some reduction. Consequently, these hospitals were
required to institute the Foundation’s policy and procedure for review of elective
surgery patients which requires Physician Advisor (peer review for all cases in
which the pre-operative length of stay exceeds twenty-four (24) hours unless there is
a documented unstable medical condition requiring extensive evaluation and/or
stabilization; or essential preliminary studies and procedures performable only on
an inpatient basis are required. Data regarding effectiveness of this action is to be
provided to the Foundation by November of this year.
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During the fourth quarter of 1978, seventeen (17) acute care facilities participated
in an areawide study of “‘Spontaneous Epistaxis or Nosebleed in the Emergency
Room". This study is one of a very few attempts on the of PSRO’s to evaluate
care rendered to outpatients. Assessment of data revealed a significant deficiency in
ambulatory patient management in the areas of documentation of vital signs and

tient follow-up care instructions. Feedback to the hosepitals resulted in widespread
institution of policies designed to correct these deficiencies as well as concurrent
monitors designed to ensure corrective actions. Preliminary results of the restudy
(which looked only at these two areas) indicate an increase in compliance rates
de’ci&ite a relatively short period of time since institution of corrective actions.

e Foundation, just this month, completed a Medical Care Evaluation Study of
the utilization of IPPB (Intermittant Positive Pressure Breathing) in acute care
hospitals in Area V of Virginia. The use and misuse of IPPB has been of significant
concern to third party payors to the extent of overt threats to no longer pay for this
service. Results of the study demonstrated that less than half of the patients
receiving the treatment had valid clinical indications for the use of IPPB. Even in
institutions with the better practice patterns, one of every five patients did not meet
the justification criteria. It should be noted that despite these findings, information-
al data collected indicate a significant trend toward utilization of other less expen-
sive therapies. It was determined that all hospitals should conduct educational
programs relative to the indication and value of the alternative forms of respiratory
therapy currently available. A restudy will be conducted in 1980 to measure impact
of the findings and the educational %Oﬁrm

Consistent with its mandate as a O to review the quality and appropriateness
of ancillary services, such as diagnostic imaging techniques, to assure their appro-
%ﬁawnees and quality the CVFMC has recently developed criteria for the review of

ead Computerized Axial Tomography (CAT) Scans.

Computerized Axial Tomography has been accepted by the medical profession as a
useful, accurate and safe diagnostic procedure. This technological advance has con-
tributed greatly to the quality of patient care, even though it is an expensive
service. Because of the expense, CAT scans have received unfavorable publicity by
both the press and government a%enciee. Health Systems Agencies operating under
HEW “guidelines” have the capal il}tﬁ and responsibility of limiting patient access
to the service. In addition, the CVFMC perceives that there may unnecessary
days of hospitalization in which patients are awaitin%eCA'l‘ scans.

A concurrent Medical Care Evaluation study will be conducted beginning October
1, 1979 for a sixty (60) day period on Federally-funded patients receiving CAT scans
of the head. Data collected (for up to 2 scans per patient) will include compliance to
physician developed justification criteria (reason performed); date ordered; date
performed; reason for delay (over 24 hours) if any; date results posted on medical
record; results of the scan (if correspond with reason ordered; if finding differs from
original reason; if negative) and total number of scans performed per patient during
hospitalization.

It is anticipated that the study will encompass 1,000 to 1,600 cases, an adequate

sample of the utilization of this service. Data will be collected using the current
PSRO data abstract to allow for minimal cost and staff time.
- In 1978 the Foundation spearheaded a project with nine PSROs from across the
country to conduct the first nationwide Medical Care Evaluation Study (MCE). The
project, designed to compare how physicians in one region of the country perform in
relation to physicians in other regions, seemed a logical step, given the previously
demonstrated value of comparing medical staff gerformanoe across hospitals. In
addition, it was felt that PSRO’s could work together effectively in analyzing medi-
cal care without being asked to do so by HEW. Certainly no other organization(s)
has this inherent ability to examine the practice of medicine, acroes payment
sources, in this country.

The topic, Priman;y Ceasaren Section, was selected because of its controversial
nature, indications for the procedure have undergone drastic revision in the past
few years; and the number of Cesarean births has increased dramatically. As a
result of these factors, considerable interest and concern was expressed on the part
of physicians in the CVFMC’s area, by physicians active in the Foundation's MCE
program and, finally, on the part of thsicians involved in the other PSRO’s that
participated in the study. Objectives of the study were to:

y —Determine representative national patterns of practice for Primary C-Sec-
ion

—Evaluate regional variations in indications, length of stay or other param-
eters
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—Evaluate maternal operative and post-operative complications and docu-
ment regional variations
—Evaluate immediate neonatal outcomes

Preliminary data reveals wide variation in age and indications as well as length
of stay. Final results and recommendations are pending collection of additional
demographic data. Within the CVFMC area, the study revealed a high percentage of
patients with absence of documented prenatal care. Also, of the 618 patients deliv-
ered by Primary Ceasarean Section, 2.1 percent of the infants expired (highest
mortality rate shown in the multi-PSRO data).
- The concerns of ﬁh sicians regarding these findings were further heightened by

review of the Health Systems Plan for Area V of Virginia, which reveals a prenatal
mortality rate of 7 percent (1976) above the nation. It is further noted by the HSA
that the magnitude of this problem is illustrated by the fact that the risk of dying
in this period of life is higher than at any other time of life until age 65 (numerous
studies) and that there is much evidence indicating that a significant portion of
infant death is preventable.

Consequently, the CVFMC has elected to perform a study of the problem involv-
inf all area hospitals providing obstetrical services and has invited military hosgie-
tals (3) in the area to participate. It is anticipated that concomitant studies will
conducted in hospitals with neonatal intensive care units.

OTHER

Since January of 1979, CVFMC has been active in the review of skilled nursing
patients in a long term care settinﬁ. As part of that, we instituted a level of care
determination survey among area hospitals, which has pointed out what we have
always felt was a problem in the area—a lack of skilled nursing beds in Eastern
Virginia. The statistics from the survey show that during the first six months of
1979, 592 patients waited a total of 6,401 days in acute ﬁneral hospitals awaiting
Elaoement in a skilled nursing bed. This averaged out to about 10.8 days per patient.

urther, using some simple cost projections, we feel that if these were availa-
ble, Medicare and Medicaid in our area would save over $1,000,000 annually in the
difference between the acute general hospital cost versus skilled nursing home cost.
We have brought this to the attention of our area Health Systems Agency, and for
the first time they have begun to recognize and project long term care needs at
the skilled and the ICF level. They are beginning to approve applications for skilled
beds in the area. )

The Foundation, from its inception, has established a strong stand for physician
documentation. As a result, in our non-delegated hospital and eventually extending
into our delegated hospitals, we have reviewed physician documentation to deter-
mine if there are physicians who have difficulty in keeping timely progress notes
and history and physicals in the charts. On at least six occasions we have identified-
Ehysicians who stand head and shoulders above their peers in this problem area and

ave placed them on special requirements to certify the necessity of hospitalization.
As a result, their documentation has improved and after a period of, three to six
months, we were able to relieve the physicians of the requirements. Further, in at
least one instance, the delegated hospital, in an effort to reinforce the need for
documentation, has suspended admitting privileges for a physician who failed to
document in the prescribed fashion.

Finally, CVFMC has tried to look at itself not only from its activities to determine
whether we feel that our activities have justified the funds that have been entrusted
to us, but we also have tried to look at the various assessments that we have been
subject to determine what outside groups may feel about us.

Our Medicare intermediary has been monitoring us since the beginning of our
binding review, and the sum result is that they disagreed with less than % of 1

rcent of our decisions as a PSRO, well below the 5 percent level that would
indicate a problem with this PSRO’s decision making process. Unfortunately, our
State Medicaid Agency, has not developed a monitoring plan, although we have
gone to them time and time again asking if there are problems with the PSRO
review program. There appear to be none from their correspondence with us con-
cerning our decisions that are being made for Medicaid in Virginia.

The CVFMC has undergone a DHEW financial audit which discovered no prob-
lems and our acoount(i)an system was found to be both reasonable and adequate. The
General Accounting Office in conjunction with a study, reviewed our activities and
had no major criticisms, other than noting that our funding level was different from
the fund levels for other PSRO’s. We have gone through an assessment by the
Region III Office, which was conducted by the Health, Standards and Quality
Bureau, and there were no substantial crit.cisms about the review system. There
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were some suggestions concerning long-range planning, which is very difficult to do
ina prgram that is subject to annual funding grants, but which we have dttempted
to remedy. Our feeling 1s that the outside agencies who reviewed us have basically
found us to be operating a PSRO Program that is both reasonable and technically
acceptable to them. :

We hog we have shown that this Foundation has taken aggressive stands with
the PSRO Program. In some ways we have been very successful at identifying
rroblems, both in utilization and in quality. However, we are by no means complete-
y happg with our own progress as a PSRO, and feel that there are still areas we
can both improve guality and utilization. If our progress has not been as rapid as
desirable, it is not due to lack of enthusiasm, but results from our lack of sophistica-
tion and knowledge of how the delivery system works and what the most effective
methods are to bring about cha:;ge and lasting change in the health care system.
We hope our experience as a PSRO, as well as the other experiences of our rs,
will convince you and others that this is, in fact, a worthwhile endeavor. Never
before has government provided the resources to physicians to take a leadership
role in evaluating how the delivery system works. We think we are making impor-
tant findings about hospital operations and problems.

Once again, if we can gerovnde you any more information concerning activities or
our findings, we would happy to do so. We will troy in the future to be more
sensitive to your needs for information about the PSI} Program and our activity.

Respectfully submitted.
J. SHERMER GARRISON, M.D,,
President, Board of Directors.

RoBerT A. MoRTON, M.D,,
Medical Director.

WiLLIAM S. GRANT,
Executive Director.

Senator TALMADGE. The next witness is Mr. Richard F. Gal-
braith, M.D., chairman of the board, Foundation for Health Care
Evaluation, Minneapolis, Minn.; accompanied by Mr. Carl Gustaf-
son, executive vice president.

Doctor, we are happy to have you here. Please insert your state-
ment in full in the record and summarize in 10 minutes.

STATEMENT OF RICHARD GALBRAITH, M.D., CHAIRMAN OF
THE BOARD, FOUNDATION FOR HEALTH CARE EVALUATION,
MINNEAPOLIS, MINN.

Dr. GaLBraiTH. Mr. Chairman and members of the subcommit-
tee, thank you for inviting us here today to discuss our views on
the role of professional standards review at the local level.

I am Dr. Richard Galbraith. I am chairman of the board of the
Foundation for Health Care Evaluation in Minnesota. Unfortunate-
ly, Mr. Carl Gustafson, our executive vice president and director of
administration, was called home on a medical emergency last even-
in%and cannot be here today.

he foundation is a private, nonprofit corporation, formed b
area physicians in 1969 and incorporated in Minnesota in 1971.
Our primary goal since the beginning has been to assure that
quality health care is delivered at reasonable cost.

When Congress passed Public Law 92-603 in 1972, we believed
the congressional intent was to guide health care providers. The
law gave the physicians a significant degree of flexibility insetting
standards through which performance is judged.

From the inception, many of our peers have interpreted this law
as an inflexible regulatory arm, restricting their ability to practice
high quality medicine. The foundation leadership, however, agreed
with what we believe was the congressional intent in providing for
cunsiderable local authority to manage the peer review program.



~

26
_In 1974 the foundation was designated as one of the first 12
PSRO's in the Nation. In 1977 we extended the geographic scope of
our responsibility beyond the Minneapolis-St. Paul area to encom-
pass the two-thirds of Minnesota which falls north and west of the -
Twin Cities. Our PSRO area includes 110 hospitals, 4,000 physi-
cians and nearly 300 long-term care facilities. ’

At the present time the foundation manages a hospital review
system for both private and Federal patients. In 1978 the founda-
tion completed a pilot long-term care review project which has
been assessed by the Rand Corp. as one of the country's most
innovative approaches. In 1979-80 the foundation will implement
this program.

We also have a pilot program in ancillary services review. We
continue to engage in such activities as consulting, research, and
private review which are not supported by PSRO funds.

As a physician organization, we are concerned with public ac-

countability. Though most PSRO boards of directors are 90 percent

doctors, our board officers have always sought representation from
consumers, industry, third-party payers, and public agencies, as
well as providers. As a result, only 55 percent of our board mem-
bers are physicians; however, the work of the board is further
enhanced by those who voluntarily serve on various standing.com-
mittees and task forces. In 1978 our physicians donated over 1,600
hours of their time to the foundation.

As members of this subcommittee, you have no doubt heard of
the many debates over the performance of professional standards
review organizations. We cannot provide any simple answers to
this question. We can only show some indications of what we have
done through PSRO:

From 1974 to 1977, national medicare data reflected a more
appropriate use of hospitals in our area. Data from this source are
not yet available for 1978.

Medicare-days declined nearly 600 days per 1,000 enrollees, a

.- decrease of 13 percent.

The average length of stay dropped from 11.7 days to 10.8 days,
almost 1 full day. This brought us very close to the national aver-
age.

From 1976 to 1977 our PSRO showed the second highest rate of
decline in total medicare-days in the Nation, minus 10.7 percent.

The health systems agency in our metropolitan region reports
that the total days of hospital care—Federal and private—declined
2.3 percent between 1976 and 1977. That is about 62,000 patient-
days saved at nearly $200 per day, or over $1 million.

In 1978 we were at or below the national average for preoper-
ative stays in 9 out of 11 procedures. In 4 of the 11 procedures our
preoperative stays declined to at least 20 percent below the nation-
al average since 1977.

We have no intention of resting on these gains. We are still a
half a day above the national average for medicaid length of stay,
for example. We are confident that far more patients with psychi-
atric or chemical dependency problems could be treated outside the
hospital, saving large numbers of hospital-days. Addressing these
problem areas is a corporate priority for 1979-80.
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As significant as these facts and figures are, we would like to
illustrate gains made in other important areas of performance:

We are promoting physician awareness of the need for quality
assurance, helping the health care community work in unison to
make improvements and maturing with the increasing challenges
of PSRO management.

We believe that our strong commitment to working directly with

roviders can bring more personal awareness of public accountabil-
ity for quality and appropriate utilization. Since our inception we
have chosen to delegate review to all hospitals. This assumes that
responsibility for providing the highest quality of care and appro-
priate utilization lies with the medical staff and the facility. Be-
cause this nurtures self-improvement, there is no more effective
means of heightening awareness of the need for quality control.

In a second major area of impact, the foundation is viewed as a
major factor among the forces that constitute the health system in
our region. For example, the foundation is now invited to partici-
pate in health policy discussions on such issues as alternative uses
of excess hospital beds, decisions on the need and location of new
hospitals, and levels of reimbursement.

Meetings and work groups formed around these issues have be-
come a regular feature at the foundation. Besides staff and physi-
cian expertise, the community often calls upon the foundation
because of its all-patient data base. Hospitals use our all-patient
data base to support their own institutional planning. Diagnostic
groups from our data will be used by the State’s rate review system
to establish budget guidelines for hospitals.

Hospital utilization statistics are used bge the local health sys-
tems agency to project regional bed needs. Several HEW-sponsored
research efforts rely primarily on foundation data. Data from our
long-term care review program will similarly benefit the com-
munity.

Because the foundation is a focal point for quality control, we
have been approached by health maintenance organizations, pri-
vate insurers and Blue Cross/Blue Shield of Minnesota to conduct
their private review. We currently have a contract with Blue Cross
and expect to broaden the scope of private review still further. This
benefits Federal patients directly by increasing the data base upon
which decisions are made and by increasing the peer review pres-
sure on providers.

Another area of accomplishment has been the foundation's will-
ingness to adapt to changing expectations. Stringent calls for PSRO
accountability, beginning with the first Office of Policy Evaluation
and Legislation—OPEL—report, caught the foundation and other
PSRO’s napping.

Despite the claims of premature and incomplete assessment, the
fact remained that a highly visible evaluation questioned the effec-
tiveness of what we were doing. In 1977 the foundation was re-
viewed by the Health Standards end Quality Bureau—HSQB-—via
an indepth site visit.

We also have had some failures. One is that we have not been
able to get back to our physicians the fact that PSRO is a primary
ally and not an enemy; and if we can get this message across, we
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will eventually accomplish a great deal more than at the present
time.

Thank you, sir. ‘

Senator TALMADGE. Doctor, in your testimony you mentioned the
case where you worked with a delegated hospital that was covering
up the fact that some of its phmcians were providing inappropri-
ate care. How did you identify this hospital?

Dr. GaLBrArTH. Well, our present data base, Senator, allows us,
through what we call focused review, to bring problems within
hospitals right into our data base. Whereas before when we did all-
bed review we did not have that data available. We can now focus
in on any real problem that is going on within an institution.

And, whereas we delegate all of our review to a hospital, when
they are not giving us data back, the first we do is go looking and
asking why. We found out some answers. We found out they wer-
en’t doing anything on quality assurance.

But rather than give up on them and sag', “OK, we have the
mandate from the Government to go in and say you will be de-
funded, or potentially that,” we went back and we started working
1 on 1 with them in an educational process, and within a few
months we turned that loss entirely around. They not only do good
quality care and utilization, but they are now one of our best
backers in terms of helping us educate others.

Senator TALMADGE. Is it possible you may be overlooking less
flagrant cases?

Dr. GaLBrarTH. I think the flagrant cases, those cases where a
doctor could practice bad medicine in one institution and go to
another institution down the road and not be known for what he
had done before, seldom occurs. We have what we call a ﬂhysicigm
identifier code now in the State of Minnesota, where all physicians
have a common code in every hospital to which they go. The
identity of the physician is unknown to the foundation by name
but all data from that physician’s patients come into the founda-
tion by his code number. If there is a problem with that physician
in more than one hospital, that data goes directly back to the
hospital, to the medical staff, for them to handle.

Senator TALMADGE. 1 was reading your full text here, and I
noticed some of the problems that Kou found in your studies of
many of the hospitals, and I quote: “A multihospital audit of trans-
urethra resection of the prostate led the Minnesota Society of Urol-
ggy to a penetrating examination of the indications for this proce-

ure.

Does that mean that procedure was sometimes performed when
it gh&gld not have been, or is that procedure within itself inappro-
pria .

Dr. GALBRAITH. Well, I am looking for specifically that——

Senator TALMADGE. That is on page 4.

Dr. GALBRAITH. No, I mean, in my footnotes here. I have the
audit itself where the society took the audit because there were a
number of problems with bleeding, J)oetoperatively, in some of
these patients, and there was also disagreement on how much
tissue should be removed from the prostate, a minimum amount
that sgguld be removed and 2 maximum amount that should be
removed.
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Well, when we got the data back, it was rather shocking to some
of the urologists as to the discrepancy in various hospitals. So the
took it upon themselves, when they got the data, to do an indept|
review of this themselves, and they came up with some—I] don’t
have those facts with me, but they came up with some startling
facts that changed the approach to the TUR significantly. And
there again our data base is helping them and the hospitals use us
as a focus for finding problems and solving those problems.

Senator TALMADGE. Thank you.

Senator Durenberger.

Senator DURENBERGER. Thank you, Mr. Chairman.

Doctor, what percentage of your budget every year is financed
out of Federal funds for PSRO purposes?

Dr. GALBRAITH. Senator, I guess I would have to leave that to Mr.
Gustafson, who is not here; but I will tell you this much: We have
a budget in the neighborhood of about $4 million now, and our
budget has gradually changed over the years from what the Fed-
eral Government has allowed us, that is, the decrease per patient
and our expansion out into the various communities and private
industries where we are taking on more and more of their review,
so that it is not 50-50, but we are hoping to approach that number.

And I think eventually in our particular PSRO, if the Federal
Government said, “Tomorrow you are all through and we are not
going to give you anything,” I think we would still survive.

Senator DURENBERGER. How do you determine the contract rate?
I take it it is negotiated, but when you are serving an HMQ, a Blue
Cross, the private insurer, is there a standard fee around the
country for this that is strictly negotiated on the basis of what you
can produce? And is there some room to improve that rate?

Dr. GALBRAITH. I don’t know what that is, Senator. I would have
to ask Mr. Gustafson if he were here. He could tell you the figure,
but right now I can’t.

Senator DURENBERGER. OK. On the basis of your experience, and
I think the foundation has been at this now for about 10 years——

Dr. GALBRAITH. As a foundation we are 10 years old; yes.

Senator DURENBERGER. Is there a primary emphasis or focus
shiftinlg’ from utilization control for strictly cost purposes to quality
control?

Dr. GaLBrAITH. Well, I have always felt that utilization for qual-
ity control is a very important factor in medicine. I think medicine
in 1972 had the first opportunity to join with the Federal Govern-
ment in an experiment. I never thought that medicine ever needed
control; I think they needed change; and I think that change has
evolved because the concept of the PSRO from its beginning was a
good one. And I think from the concept alone we have attempted to
expand on that concept, to the point where we have always felt
that we needed peer review among ourselves; we always needed
people, at least my own rs, to tell me whether I am doing the
riﬁht or wrong thing; and if I am out of the norm, I want to know
when and how much and how do I get back there.

All right, by the same token, by starting a PSRO and by expand-
ing, in the in City area, for instance, we probably have the
largest number of HMO’s. That has probably been a favorable
thing in one factor for helping the doctors look at themselves a
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little closer and saying, “Hey, can you actually do something to
reduce those costs?’ ’

HMO has shown them a little bit, but on the same track PSRO
has shown the same thing, and the foundation continues to expand
on its educational value to the individual physician. We never
thought we should be a regulatory arm. We have always felt we
should be an educational arm.

Senator DURENBERGER. Do you find in those areas of the State,
particularly the metropolitan areas where there are alternative
forms of health care providers, fee-for-services providers, that your
job is made easier than those parts of the State where you have
only one system? ‘

"Dr. GALBRAITH. ]I think that our particular area of the country
has such a strong medical community they want to do what is best
for the entire State.

I think the best example is in eastern Minnesota, where we just
started our new program with PSRO. We are now allowing those
people to set their ioals, and then if they set their goals and have
problems, we are there to help them. We are not there to come
down with a ri%lht arm, like most people think we are.

They solve those problems by choosing what they think is the
best method, going to us for educational and technical purposes,
and solving their own problems. I think that is what it is all about.

Senator TALMADGE. Thank you very much.

I ga_nt to commend you and your associates for the fine job you
are doing.

[The prepared statement of Dr. Galbraith follows:]
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TesTiMONY PRESENTED BY RICHARD GALBRAITH, M.D., AND CARL GUSTAFSON OF

THE FOUNDATION roR HEALTH CARE EVALUATION

SUMMARY

The Foundation for Health Care Evaluation is a private nonprofit corporation
formed fn 1969 to assure quality care at reasonable cost.

1.

We
We

1.

The Foundation assumed responsibilitfes as a PSRO in 1974 after determining
that the fntent of Congress was to guide providers but to allow them a signif-
{cant degree of flexibility in managing peer review. Many of the phtgsi-
i;:r‘\s M‘\lour area still view PSRO as restrictive regulation rather than
r ally.
The Foundation has PSRO sponsored programs in acute and long term care review
:ndd:ggages in consulting, education and private review which are not PSRO
unded.
Foundation phystcians believe in public acceptability and extend represen-
tation to public agencies, consumers, and others. Only 55% of the Foundation's
Board members are physicians. .

can provide no simple answers to the overall performance of PSRO's nationally.
can provide some indications of what we have done: -

improved hospital utilization (Medicare) from 1974 to 1977.

a. Days of care down 600/1000 enrollees.

b. Average length of stay down nearly a day.

c. Highest rate of decline (10.7%) in days of care 1976-1977.

Av$rage length of stay for selected diagnoses down in four groups and up in
only two.

Average preoperative length of stay at or below the national average for

9 out of 11 procedures.

Medical care evaluation studies 1ink problem-identifying with problem-solving.
We ranked eighth among PSRO's in using this tool. Through this we have done
such things as: reduce length of stay for deliveries, and ensure that
informed patient consent for a procedure {s obtained.

‘We are not content to rest on these gains. Medicaid ALOS is a half day over
the national average. In certain psychiatric and chemical dependency
diagnoses we are well above average in use of the hospital. These are
corporate priorities in 1979-80.

Facts and figures do not tell the complete story. We have also made gains in:

1.
2.
3.

We

Promoting community awareness of quality issues by, for example, working
one-to-one with a hospital to get them to make self improvements.

Helping the community work in unison on issues related to quality, through
data sharing and direct collaboration.

Adapting to change by evaluating ourselves and by improving our internal
management enough to remain productive after a 20-30% budget cut.

have not accomplished all we set out to do:

A successful fee review program was terminated because of the Federal Trade
Commission. We not only lost the benefits of the program, we lost the com-
mitment of many of the physicians in our area.

We have failed to devise a program able to provide the right kind, amount and
timeliness of feedback.

We have fallen into using standard methods because they are required rather
than trying new approaches.

We have failed to convince Congress of the need for financial incentives to
push PSRO beyond problem-finding to problem-solving.

are optimistic about the future because public opinfon polls show quality to
a high priority. We have the tools and the approach qeeded to improve quality.
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Mr. Chairman and Members of the Subcommittee, thank you for {nviting us
here today to discuss our views on the role of professional standards
review at the local level. I am Or. Richard Galbraith, Chairman of the
Board of the Foundation for Health Care Evaluation in Minnesota. I am
accompanfed today by Mr. Carl Gustafson, Executive Vice-President of the
Foundation. The Foundation is a private non-profit corporation formed by -
area physicians in 1969 and incorporated in Minnesota in 1971. Our primary
goal stnce the beginning has been to assure that quality health care is

delivered at reasonable cost.

When Congress passed PL92-603 webelieved the congressional intent was to
guide health care providers. The law gave the physicians a significant
degree of flexibility in setting standards through which performance is
Judged. From the inception many of our peers have interpreted this law
as an inflexible, regulatory arm, restricting their ability to practice
high quality medicine. The Foundation leadership however, agreed with what
we believed was the congressional intent in providing for considerable local

authority to manage the peer review program.

In 1974, the Foundation was designated as one of the first 12 PSROs in the
natfon. In 1977 we extended the geographic scope of our responsibility
beyond the Minneapolis-St. Paul area to encompass the two-thirds of Minnesota
which fall north and west of the Twin Cities. Our PSRO area includes 110
hospitals, 4,000 physicians and nearly 300 long term care facilities.

At the present time, the Foundation manages a-hospital review system for

both privaté and federal patients. In 1978 the Foundation completed a pilot
long term care review project which has been assessed by the Rand Corporation
as one of the country's most innovative approaches. In 1979-80 the Foundation

1.
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will implement this program. We also have a pilot program in ancillary
services review. We continue to engage in such activities as consulting,

research and private review which are not supported by PSRO funds.

As a physicfan organization we are concerned witi public accountability.
Though most PSRO boards of directors are 90% doctors, our board
officers have always sought representation from consumers, industry,
third party payers and public agencies as well as providers. Only

55% of our board members are physicians. The work of the board is
further enhanced by those who voluntarily serve on varfous standing
commi ttees and task forces. [n 1978, our physicians donated over

1600 hours of their time to the Foundation.

As members of this subcommittee you have no doubt heard of the many debates
over the performance of Professional Standards Review Organizations.
We cannot provide any simple answers to this question. We can only

show some indfcations of what we have done through PSRO.

From 1974 to 1977, national Medicare data reflected a more appropriate
use of hospitals in our area. (Data from this source are not yet
avaflable for 1978.)

9 Medicare days declined nearly 600 days per 1000 enrollees,
a decrease of 13% .

# The average length of stay dropped from 11.7 days to 10.8
days, almost 1 full day. This brought us very close to
the national average.

® From 1976 to 1977 our PSRO showed the highest rate of
decline in total Medicare days in the nation (-10.7%).

2.
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® The Health Systems Agency in our metropolitan region reports that
the total days of hospital care (federal and private) declined
2.3% between 1976 and 1977. That is about 62,000 patient days
saved at nearly $200 per day.

Data on all federal patients from HEW shows that from 1977 to 1978
the Foundation showed average length of stay decreases in four of

eighteen groups of diagnoses with increases in only two groups.

In 1978 we were at or below the national average for precperative stays
in 9 out of 11 procedures. In four of the 11 procedures our preoperative

stays declined to at least 20% below the national average since 1977.

We have no intention of resting on these gains. We are still a half

a day above the natfional average for Medicaid length of stay, for example.
We are confident that far more patients with psychiatric or chemical
dependency problems could be treated outside the hospital, saving large
numbers of hospital days. Addressing these problem areas is a corporate

priority for 1979-80.

Through our medical care evaluation studies we have the capacity to
improve the-performance of health care practitioners. Medical care
evaluation studies 1ink problem-finding and problem-solving in one stra-
tegy. We have used this strategy vigorously. An HEW report showed

us to be eignth among PSROs in the number of studies performed since
the inception of PSRO. Most of the hundreds of studies were done in
individual institutions.
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In addressing area wide problems, multi-hospital studies are used for
comparisons and regional problem-solving. Seven of these have been
conpleted. Some results are: .
¢ A high length of stay for normal deliveries was found and was
significantly reduced.
® A study of myocardial infarction emphasized the need for further
research on pacemaker insertion and the use of intensive care
units.
0 Hysterectomies showed high rates of bladder injury and hemorrhage.
This problem is being closely monftored in the hospitals involved.
8 In the electroconvulsive therapy audit, informed consent was
lacking in 20% of the patients. This has been totally corrected.
0 A multi-hospital audit of transurethral resection of the prostate
led the Minnesota Society of Urology to a penetrating examina-
tion of the indications for this procedure.
® In the tonsillectomy and adenoidectomy audit, more than 50% of
the medical records lacked sufficient documentation of the
medical conditions warranting surgery. - This {is presently being

corrected.

Medical care evaluation studies have identified problems in the quality
of care that otherwise would have gone unnoticed. In some cases, direct
action has brought improvements. In others, results have lead to education

or further research.

As significant as these facts and figures are, we would 1ike to illustrate

gains made fn other important areas of performance.
4.
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¢ Promoting physician awareness of the need for quality assurance.
0 Helping the health care community work in unison to make improve-
ments.

¢ Maturing with the increasing challenges of PSRO management.

We belfeve that our strong commitment to working directly with providers
can bring more personal awareness of public accountabflity for quality
and appropriate utilization. Since our inception we have chosen to
delegate review to all hospitals. This assumes that responsibility

for providing the highest quality of care and appropriate utilization lies
with the medfcal staff and the faciiity. Because this nurtures self
improvement, >there is no more effective means of heightening awareness

of the need for quality control. For example, we found the situation

at one hospital to be so severe that virtually no quality assurance
activities were taking place. We were sure that what amounted to a cover-up
was occurring. The PSRO mandate provides us with the authority to take
away the rights delegated to a hospital anq do the job ourselves. We
rejected that course and chose instead to work on a one-to-one basis with
physicians and administrators at that hospital. After many months the
corner was turned and the hospital today not only conducts a solid program

but now knows the meaning of self-responsibility for quality assurance.

In a second major area of impact, the Foundation is viewed as a major
factor among the forces that constitute the health system in our region.
For example, the Foundation {s now invited to participate in health policy
discussfons on such issues as alternative uses of excess hospital beds,

5.
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decisions on the need and location of hospitals, and levels of
reimbursement. Meetings and work groups formed around these issues have
become a regular feature at the Foundation. Besides staff and physician
expertise, the community often calls upon the Foundation because of its
all-patient data base. Hospitals use our all-patient data base to

support their own institutional planning. Diagnostic groupings from

our data will be used by the sute'§ rate review system to establish
budget guidelines for hospitals. Hospital utilization.statistics are used
by the local Health Systems Agency to project regional bed needs. Several
HEW-sponsored research efforts rely primarily on Foundation data. Data

from our long term care review program will similarly benefit the community.

These examples {llustrate a point. The resources made possible by our
PSRO are unique in the community and help others to do a better job. This
sharing, though still in its infancy, uitimately will lead to better care
at more reasonable cost. In a recent example, the existence of all-
patient data (private as well as federal) enabled us to identify &o
physicﬁns whose patterns of practice for treating whiplash injuries
{ndicated the possibility of fraud. The Foundation convened third party

payers and the drug enforcement agency. The matter is now under investigation.

Because the Foundation is a focal point for quality control, we have

been approached by health maintenance organizations, private insurers

and Blue Cross/Blue Shield of Minnesota to conduct review. We currently
have a contract with 8lue Cross and expect to broaden the scope of private
review still further. This benefits federal patients directly by increis-
ing the data base upon which decisions are made and by increasing the pecr

review pressure on providers.
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Another area of accomplishment has been the Foundation's willingness to
adapt to changing expectations. Stringent calls for PSRO accountability
beginning with the first Office of Policy Evaluation and Legislation
{OPEL) report caught the Foundatfon and other PSROs napping. Despite
claims of premature and incomplete assessment, the fact remained that a
highly visible evaluation questioned the effectiveness of what we were
doing. In 1977 the Foundation was reviewed by the Health Standards and
Qualtity Bureau (HSQB) via an in-depth site visft.

Our results on the measures used by OPEL were adequate. The site visit
indicated generally favorable performance as well. Nevertheless, we
were not comforted by the knowledge that we were doing an adequate or

good job.

In 1977-78 we started an experimental evaluation of our own impact by

using our expanded geographic area as a test site. This study fs still

in progress. It represents a unique example of an individual PSRO under-
taking an evaluation that matches the scope and scientific rigor of
national assessments. We expect this evaluation will allow us to strengthen
our review program by pofnting out {ts weaknesses. After the HSQB site
visit assessment, we translated speciffc performance problems into
corporate objectives. Many of the problems dealt with internal manage-
ment and organization. Nearly 85% of these objectives were met during the
fiscal year now concluding. Others have been brought forward to be tackled
in 1979-80. Meeting these objectives means that we can remain productive
despite a 20-30% budget cut in unit costs per review.

Not all that we set out to accomplish has been achieved. We also would

1ike to share a few of our failures with you today.
7. [
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Prior to the inception of PSRO the Foundation's primary role was fee
review. This tremendously successful program was well received by
physicians, insurance companies, and consumers as a means of maintaining
quality while limiting the costs. Not only was it successful from an
economic standpoint but it acted as a catalyst for increasing physician
participation. We were advised in 1976 that the Federal Trade Comis-
sion might bring suit. Rather than face the expense of such act{on

we dropped the program. As a result, fee review and all of its important
benefits were lost. The most important loss was the level of active
physician involvement. Physicians interpreted the termination of this
program as an 1nabpropr1ate regulatory encroachment on peer review in
medicine. We believe that one way of regenerating physician enthusiasm

is to reimplement this successful activity.

A major failure has been our inability to rekindle that kind of physician
commitment in other Foundation programs. A major reason for this failure '
is a misinterpretation of the PSRO law by peers. We have failted to get
across the message thatPSRO is an ally not an enemy of both the patient
and the physician. We need providers to be an integral part of every

aspect of review.

We have failed to devise programs that yield clinically relevant perfor-
mance feedback in the right amount and timeliness. Peer review data
ultimately will have to be as useful to practitioners as lab and X-ray
tests are today, if providers are to value and use evaluation in their
oﬁn practice. This Qill require a better match between information
technology, which is available, and new quality assurance techniques,

which still need to be refined.
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We have failed to be as flexible in our approaches to quality assurance
as we might have been. We have been locked in certain methods by adminis-

trative requirements.

Finally, we have failed to emphasize to Congress or the administration

the importance of creating appropriate incentives. There are disincentives
for poor performance through defunding or administrative pressure. There
are few positive rewards to assume new challenges. This is an opportunity
for Congress and the Administration to be creative. Financial incen-
tives should be used to move PSROs from problem-identifying to problem-
solving. We should be encouraged to become a fully accredited continuing
medical education center, for example, so that we can solve more of the

problems which we identify.

Despite our failures, we are optimistic about the future. National and
state public opinfon polls consistently note the importance the public
places on health care quality. We know a lot about this concern. We

have or can create the tools needed to assure the public that it will

receive value for new health expenditures. We believe that local peer review
rather than regulation is the best approach. In our area, the Foundation

is the agency to which the community turns for issues of quality and
appropriate utilization. We in turn collaborate with other groups that
control reimbursement and the supply of services. Together we can do

something about both the quality and the costs of health care.

Thank you for your attention. Mr. Gustafson and I are now prepared to

answer any questions you may have.

9.
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Senator TALMADGE. The next witness is John M. Wasserman,
M.D., executive medical director, California PSRO Area 23, Tor-
. rance, Calif. Doctor, if you will insert your full statement in the
record and summarize it, we would be grateful, sir.

STATEMENT OF JOHN M. WASSERMAN, M.D., EXECUTIVE MEDI-
CAL DIRECTOR, CALIFORNIA PSRO AREA 23, TORRANCE,
CALIF.

Dr. WasserMAN. I thank you for inviting me to attend. I hesitate
to go over the same ground some of the other witnesses have gone
over. However, 1 will tell you a little about the area I represent.

We have seven PSRO’s in Los Angeles County. We had eight, but
now have seven. In the brief I have submitted, there is a map of
the county. It shows that area 19 has been defunded. So, now we
have a hiatus. We have an area of the county which has no PSRO.

Similarly, we are in juxtaposition to Orange County which is a
very early conditional PSRO, and where, I believe, only six out of
its very numerous hospitals are implemented and because of the
recent funding freeze has been advised it is to implement no more.

So on two of our sides we have no PSRO. We have been advised
by the State, which is confirmed by my own observation, that we
have had a migration—a migration of physicians to institutions
where they encounter substantially less quality assurance monitor-
ing than they had encountered in area 23. As a matter of fact, we
closed a hospital through the sanction mechanism and the physi-
cians have gone to both Long Beach and Orange County. We put
them on preadmission certification in our area. Nobody seems to
have taken any action against them in the contiguous areas where
there is no PSRO.

While it makes us look good, it is not good for the program. And,
when the statistics come up next year, we are going to look great
because these physicians and their highly questionable practices
are gone. It is not really good for the program.

The delay in implementation is based on funding. It is counter-
productive for the well-being of the taxpayers and individual pa-
tients of this country.

The interesting perception that various groups have of the PSRO
in our area, I suppose, is qualitatively no different than it is in the
rest of the country. The very ultraconservative physicians say that
we are the Federal Government. The very consumer-oriented peo-
ple consider that we are the fox guarding the chicken house.

As a matter of fact, we had a purely spontaneous public discus-
sion with Mr. Nader at Newport Beach in May and he made some
remarks which suggested to me that he should very profitably
increase his knowledge of the PSRO program. And, when I suggest-
ed this to him, he rather bitterly stated that we sounded like a
well-functioning PSRO and that to him was a complaint.

However, I would like to comment, if I may, and I am going to
let the written record speak for itself. I would like to comment on
two or three things I have heard before me. And that is the ability
of the PSRO to operate on the basis of statistics. Well, I am not at
all convinced of this. First of all, statistics are by their very nature
greatly dela¥ed. When you look at statistics in 1979, what are you
looking at? You are looking at something long gone by.
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The PSRO and the hospitals reflect a dynamic process and they
change not only from day to day but they change from week to
week and month to month. And when you delegate a hospital and
if you do not monitor it, or if you waive review, you do not know
what is going to happen next week.

In spite of the fact that the program was oriented to delegation
at its early stages, we developed the philosophy that we would only
delegate on the basis of very specific and objective criteria. And,
out of the original 33 hospitals we have delegated only 14, and
perhaps we made a mistake in one, perhaps we were too generous.

In any event, we think that focusing could be a very useful tool
in the majority of our delegated hospitals. We think that focusing
would be both useless and contraindicated in our nondelegated
hospitals. We have had nondelegated hospitals with a denial rate of
approximately 16 per 100 admissions, either total admission denials
or length of stay. ‘

We have recently been funded for and we are about to begin '
binding anciliary service review on October 1, 1979.

Out of the first three hospitals we looked at in preparation for
this assumption of review, to our horror we found that in one
hospital there was a 12-percent problem with ancillary orders and
billings, and in another we found a 23-percent deviation from ac-
ceptable practices. These represent either utilization problems or
fraud problems or a combination of the two.

In any event, we extrapolated this to some of the other similarly
behaving hospitals in our area and we came to the conclusion that
in seven hospitals which have a total of 8,400 federally funded
admissions per year, we could postulate a minimum of a $200 loss
per admission to the taxpayers of this country. Besides the cost,
many patients are being exposed to the risk of unnecessary diag-
nostic procedures to which they should never have been exposed.

I think a basic problem is that we have gone through the fiscal
intermediary reports relating to rankings and gradings, but we
have been using 1960 technology when we should be using 1980
technology in the billing process in the hospitals. Even the grocery
stores do a better job. They have automatic checkers now where
every individual item shows. Hospitals submit a bill that says
“Diagnostic services: $7,000.” And so here you have the system.
What do you call it? They call it the honor system. The payer has
the honor and the payee has the system. And until this is rectified,
until we get down to some kind of modern approach to the billing
process, we are going to be swamped by the sheer volume. And this
volume will kill the program unless we do something about it. I
would like to make a comment regarding the excellent relationship
and the mutual assistance we have enjoyed with Blue Cross of
Southern California, the fiscal intermediary who greatly assisted
us with this ancillary service monitoring.

I would say to you again that I do not have as much confidence
as others in the data system. First of all, data systems change. And
all the people that work for us and all the people that work for you
and all the people that work for the administration have to learn
about the new data system. Just about the time they begin to
understand a little bit about a particular system, they have to go
on to another data system and then you have to try to compare the
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statistics generated from this data system with the last. I am not at
all certain that a data system can be the total basis for legislation
nor the total basis for funding of an important program. It would
seem to me that a more rational approach to evaluating this pro-
gram would be for the develcpment of the use of some very imagi-
native physicians who have been chiefs of staff and chairmen of
utilization committees and presidents of foundations. One of these
physicians should be installed in each one of the regions and they
should be sent out to each PSRO and say: “What are you here for?
What behavior changes do you expect to make in your particular
(I;SRO, in physicians, in institutions? And, show me how you have
one it.”

I think that will be far more profitable than relying on a data
system which comes 1 year later, 2 years later.

For similar reasons, I am not as entranced with medical care
evaluation studies as many. The medical care evaluations study is
a retrospective operation. The concurrent audit in combination
with concurrent review is a very useful mechanism. It protects
patients while they are hospitalized. The retrospective study pro-
tects the future patient. It does not really address the quality of
care being given to the patient concurrently. And, I think there
should be room for both types of systems.

Even the joint commission has removed the rigid application of
the criteria of the retrospective audit. And hopefully, we are ap-
proaching it as well. We have priorities because of limited funding.
And I am not certain that our priorities are in the right place. And
I would be pleased to discuss the priorities if anyone would care to
ask me.

Thank you.

Senator TALMADGE. Thank you very much, Doctor, for your fine
statement. Would you describe some of the specific abuses that you
found in the Los Angeles area?

Dr. WasserMaAN. Well, let us go to title 19 for the moment. We
found that the State has been issuing certifications of medical
necessity for certain procedures as an inpatient because there was
an approved treatment authorization request to the State.

When we took over binding review, we found that the hospital
was, in fact, treating these people as outpatients but billing the
State for inpatients. We found 19 of these in 1 month in one
hospital. We notified the State and suggested to them that if they
wanted to do something retrospectively, they had a fertile field in
which to do it, that we were doing it concurrently. We suggested it
was fraud and we suggested, too, to the State that the ball was in
their court. They should do something about it.

It is interesting if I may take a moment to tell you how we
developed the relationship with the State. We went to see the
representatives of the State Department of Health, and said we
were a conditional PSRO and were ready to work for them and
ready to help. They did not want to talk with us. So we went and
pounded the halls of Sacramento and saw the legislative commit-
tees and we offered them a low-risk/high-yield proposition where
we would review three hospitals, one good one, one poor, and one
intermediate by the methods of our choice. And they could review
and evaluate us in any way they wanted to at the end of 3 months.
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If they thought we were good, we would continue with medicaid
review, and if not, we would stop. We have been working well with
them ever since.

We now utilize preadmission certification for all elective admis-
sions in nondelegated hospitals for title 19. We started off with
agreement with the State that we were going to do this for only 17
diagnoses. There are certain procedures like umbilical hernias in
babies under the age of 5 which normally do not need surgery
because the child will heal spontaneously and we suspected this
was a procedure subject to abuse.

We do preadmission certification on all elective surgery in title
19 patients in the nondelegated hospitals because there is a pre-
sumption that if the hospital is nondelegated, it does not have a
commitment nor a process to effective quality assurance.

We have recently found that one physician is performing many
hysterectomies and is doing them on the basis of a diagnosis know
as carcinoma in situ. Carcinoma in situ is in the eye of the behold-
er and the beholder is the pathologist. It was suggested to us from
the frequency that the disease might possibly be in the eye of the
beholder and not in the uterus. And, so we are getting second
opinions from the tumor pathology registry.

We utilize preadmission certification for certain diagnoses and
for certain physicians. First of all, if we find that the physician or
the surgeon has a history of inappropriate activity, we will subject
all of his surgery to second opinions. There are some surgeons who
are constantly required to get second opinions from a PSRO ap-
proved consultant until they have demonstrated to us over a period
of time that they have some reliability. These are primarily in the
nondelegated hospitals. They are not in the delegated. It is interest-
ing to note that 40 percent of these patients never have the second
opinion and do not have the surgery. :

We perform a function in monitoring the delegated hospitals. We
monitor them every month and we look at the appropriateness of
the activities of the physicians. We have a coordinator that per-
forms this monthly monitoring. She brings reports back, and they
go to the appropriate physicians. We look at them and we send
them a letter. Every hospital gets a letter every month. And we
give them a summary of our perspective of how they are perform-
ing, and we require a meaningful response.

That is pretty much it, Mr. Chairman.

Senator TALMADGE. I was impressed by your finding that two out
of the three hospitals you reviewed had from 12 percent to 23
percent inappropriate use of ancillary services. Would you say that
focusing review efforts on hospitals or physicians with relatively
high ancillary service rates would be significantly cost effective?

Dr. WasserMAN. Focusing them out I think would be cost ineffec-
tive with the present level of problems in metropolitan areas in
this country. Focusing out is fraught with danger. We tried focus-
ing out, Mr, Chairman. We focused out a simple thing like normal
deliveries. We focused them out today and we thought isn’t that
wonderful? Now we were saving time and money. The next thing
we know we turned around and found out that one particular
hospital admitted 16 false labors that month and was going to
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collect inpatient reimbursement for 15 inappropriate admissions.
We went back and denied them retrospectively.

All I am saying is that focusing at an early stage of the life of a
PSRO is full of great economic and quality risks.

Senator TALMADGE. You testified that 40 percent of the prospec-
tive surgery patients do not appear for mandatory consultations
and do not have surgery in your area. Could the physicians for
some of those patients simply admit the patient to a hospital in
another PSRO area?

Dr. WasserMaAN. Not throth a PSRO in another area because
we are the only,one doing title 19 in Los Angeles. But they could
get permission from the State and do it in any other area. Inciden-
tally, I erred on the side of conservatism. It is 60 percent who are
not getting a second opinion and 60 percent are not having the
surgery.

Senator TALMADGE. Doctor, you have made a great contribution
to our deliberations here. I commend and compliment you and your
assoc}:]iates for the outstanding job you are doing. Thank you very
much.

The next witness is Dr. G. W. Eklund, associate medical director,
Multnomah Foundation for Medical Care, Portland, Oreg., accom-
panied by Philip C. Walker II, executive director.

Doctor, you may insert your statement in full and summarize.

[The prepared statement of Dr. Wasserman follows:]
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@STATEMENT TO UNITED STATES SENWIP
COMMITTEE ON FINANCE
SUBCOMMITTEE ON HEALTH
JOHN M. WASSERMAN, M.D., MEDICAL DIRECTOR

PSRO AREA 23 - 23840 HAWTHORNE BOULEVARD
TORRANCE, CALIFORNIA 90505

(See attached map for Area boundaries)

The successes and failures of the PSROs since the passage of Public
Law 92-603 in 1972 are both extrinsic and intrinsic by cause.
The prerequisite concurrence of all agencies involved, including the
Social Security Administration and State Medicaid Bureaus has been absent.
In addition, timely and adequate performance was damaged by the overt
adversary positions held by a significant segment of the medical community,
manifected by the exhibition of anxiety and hostility by both physicians and
hospitals to any perceived form of governmental intervention. This resistance
to any change or variation has directly contributed to the delay of program
implementation. ,
DHEW has been remiss in its obligation to promulgate program regulations.
Dozens of lawyers have been standing in the wings objecting to requirements as
specified in 'Transmittals’ and, in fact, have challenged the legality of
these letters of traﬁsmittal which have been used in lieu of published regulations.
I personally have been the recipient of an $11 million lawsuit subsequent
to the attempted de-delegation of a noé-performing hospital. It is interesting
to note that requested assistance was not given from any segnent‘of DHEW
during this litigation which centered around the lack of specific regulations.
Those of us who have been involved in the PSRO for some time now
retrospectively se how naive we were in attempting to fulfill the requirements
of the law with our limited knowledge of how one does business in a governmental.
environment. We think we are now, however, less naive and are learning how to

live with the apparent conflicting pressures.
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We are still unhappy with the lack of a relationship between Part A and
the Part B carrier. We now deny hospital services but are unable to do much
about the payment to the physician who has ordered the inappropriate services.
Physicians are frequently simplistic, and in order to keep their enthusiasm,
there has to be some relationship in time between cause and effect.

You might imagine the frustration of this PSRO when we attempted to process
a sanction report against a hospital because of the daily inappropriate activities
of its medical staff and administration and the imminent threat to the lives of
the patients. The sanction process takes approximately 3 months to produce any
visible effects. By the time such effects had been produced, we found it necessary
to prevail upon the Office of the Attorney General of the State of California
and the County of Los Angeles Health Facilities Division to do something regarding
the threat to the patients.

In the matter of evaluating a PSRO, how much is the closing of this type of
hospital worth? What is it worth to put a hospital out of business which normally
has 18 to 20 Titled patients, 90% of them either being mistreated or should not
have been admitted at all? It is extremely difficult to translate these type of
actions into dollars in order that a PSRO may be evaluated on the basis of cost-
saving. ‘

For nearly seven years the PSRO program has emphasized hospital delegation
as a matter of right. Thankfully, this has recently been amended. The entire
program is now paying for that delegation emphasis and many PSROs are struggling
in an attempt to determine how to de-delegate some of the hospitals which they
delegated. Our personal experience has been fortunate in that we developed very
specific criteria for delegation and have delegated only 15 out of the 32
hospitals in our area.

In the recent regulation which proposes funding in the non-delegated

hospitals, a pass through funding system was proposed. It places the PSRO in a
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position of being beholden and dependant upon non-delegated hospitals for funding.

I have previously alluded to the extrinsic factors which have delayed the
appropriate implementation of this program. 1 must honestly admii that there are
intrinsic factors which have had a bearing upon implementation such as a lack of
commitment of the people involved in an individual PSRO, and lack of emphasis
upon physician participation. There have indeed been a few PSROs in which the
physician involvement was specifically designed to maintain the status quo.

While it is always dangerous to generalize, it might be safe to say that a PSRO
which almost totally delegates its hospitals and which finds very few activities
that it wishes to challenge, very few patterns of behavior that it attempts to
change, would in my eyes be suspect until proven otherwise.

I have often heard the argument that occasionally a unique PSRO does not
utilize denials because certain educational activities are so excellent and
profound that the behavior change sought occurs spontaneously. It would appear
to me that this defies the laws of probability and human behavior, but may occur
rarely.

Turning to the assessment and hopeful improvement of the PSROs, what
techniques should be employed? Fundamental to fulfillment of the PSRO mission
is physicfan involvement and planning, criteria development, peer review, medical
evaluation studies, and the medical determination of problems in utilization and
quality. The PSROs must attempt to use the educational approach to correct problems
which have been unearthed as a result of both audits and concurrent review.
However, when it is determined that the physician or the hospital is uneducable,
sanctions must be utilized to correct or eliminate the problem. These type
activities must 5; done by physicians and cannot be done without physicians.
Without active physician participation, there is only pro forma activity which is
superficial at best. It is therefore the responsibility of those who are
assessing a PSRO to see that these necessary activities by the physicians are

actually being performed.
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Secondarily, it would appear that the approach by the individual PSRO
toward hospital delegation is an extremely important reflection of the
commitment of the policy making people in the PSRO. It has been my experience
that mass delegation of authority without adequate criteria and appropriate
monitoring is an indication of a non-performing PSRO.

The concurrent denial rate which a PSRO has generated during its review
process may be significant in the evaluation of the PSRQ, although it should not
be used as the single index by which a PSRO is evaluated. Assessors must also
become extremely familiar with the evaluation of the PSRO by outside agencies
such as the fiscal intermediary, the County Health Department, and the State
Department of Health. Assessors must evaluate the ability of the PSRO to producé
docurented improvement in such areas as inappropriate admissions, weekend
admissions, admissions from emergency rooms that are inappropriate, reduced
inappropriate surgery, and the waiver status of the hospitals. If a PSRO has
allowed all of its hospitals to enjoy a favorable waiver status, this would also
tend to fly in the face of experience.

DHEW has provided technical assistance to the PSROs in the areas of data
collection and management, the financial management of PSROs, and the appropriate
management of documents. The great area of defect, however, has been in
stimulating the improved performance in both utilization review and quality
assurance. This activity cannot be performed by non-physicians nor even by
physicians who have had little or no experience in a hospital or clinical setting.

It is my view that HEW should recruit a cadre of physicians who have been
in the position of chief of staff and/or have served on various committees of
hospitals and ha;é an ample amount of clinical experience. These physicians would
periodically visit each PSRO and attempt to evaluate its commitment to the aims
and goals of the legislation as well as the process that the PSRO utilizes to

achieve those goals. These physicians could also assist with motivating techniques.



Page 5

The physicians who are presently employed by DHEW in the PSRO program have largely
administrative duties. Admittedly, there would be some cost in the recruitment
and employment of these physicians. However, the PSRO program itself has a
significant cost, and certainly the costs of Titles XVI1I, XIX, and V programs

are astronomic. I believe that the present evaluation of the PSROs is frequently
inherently defective because of the employment of paper indices to evaluate a
complex program, thus producing acceptance of pro forma behavior.

The calculation of average length of stay is important, but there are many
qualifiers to this index. The percentage of disagreement figures between the PSRO
and the fiscal intermediary used alone is excessively simplistic since the variation
in the performance of the fiscal intermediaries is apparent to all who are familiar
with such activities. For example, in our own PSRO we have had disagreement with
one fiscal intermediary and little or no disagreement at all with the two other
fiscal intermediaries.

Someone is going to have to make some very difficult decisions. Does the
individual PSRO have a commitment? Does it have a goal oriented process? How
long can a PSRO non-perform before DHEW will defund?

The inherent problems in operating under a grant or contract with the federal
government are nowhere more apparent than they are in this program. At one
moment in time the PSROs might be urged to accelerate their implementation for
the benefit of the program, and the following month they are advised that due to
impending funding crises the implementation is to cease. We were advised on the
one hand to develop a plan for long-term care review. But before the ink was dry,
we were advised that there was no money to be allocated for doing such review.

We were advised Eo develop a memorandum of understanding with the Health Systems
Agency which we did. The Agency promptly went defunct. The PSROs continue to
operate under the cloud of the Freedom of Information Act while attempting to

investigate cases for possible action against an institution or physician. We
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are occasionally harassed for premature information before the case has fully been
developed at the Office of Program Integrity. We are occasionally held responsible
for activities outside our mission as a PSRO.

If the PSRO program is going to be successful, it will only be successful as
a Tong term program, without the annual swings of appropriations, without the
consequences of the delays in promulgating regulations, and without the possible
inactivity which has been brought about by a question as to the application of the
Freedom of Information Act.

It was difficult to sanction hospitals when the sanction regulations had
not as yet been published. In spite of this, sanctions occurred. It is difficult
to apply fiscal restraints to a hospital when in spite of denying medical necessity,
the hospital is either directly or indirectly reimbursed through various types of
annual or monthly programs.

In spite of all the problems enumerated above, the majority ot the PSROs are
improving. Improvement in both process and commitment is contagious. Many
PSROs are seeking improvement in contiguous areas. Many PSROs have improved to
the extent that private industry is asking us to do reviews for their own insured.
This particular PSRO is about to start binding review for private patients covered
under Blue Cross of Southern California, and we are also currently discussing the
possibility of similar review with the Health Insurance Association of America.
The initiative for the latter discussions came from HIAA,

Improvement is required in the billing and payment processes for services
rendered by hospitals particularly in the area of ancillary services. Both
billing and payment mechanisms are based on obsolete technology. It would
appear that a lQéb computer technology should be implemented in order to obviate
mass bitling for ancillary services. Hundreds of items are included which totally
overwhelm the monitoring system. Monitoring can enly be done on norms and profiles

and rankings, a method which permits substantial abuse. We had not been funded
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until this time to review ancillary services, but we have never worn blinders
and where in fact we do see abuses in this area, we refer them to the fiscal
intermediary for appropriate action. See attached sample case.

Our PSRO has 8 physicians on total pre-admission certirication for all
Titled patients. We have often mandated consultations, and have refused to permit
poorly performing physicians to serve as consultants. As a matter of fact, we have
recently referred one such poorly performing physician through the appropriate
sanction processes and the matter is awaiting action by the program administrator.
Hopefully, this physician will no longer be allowed to treat Titled patients.

We are now receiving frequent inquiries from other PSROs throughout the nation
who are seeking assistance in formulating sanction reports.

We require Treatment Authorization Requests for all elective hospital
admissions to non-delegated hospitals for Title 19 patients. We also require
consultations and we pick the consultants. The surgical procedures are selected
by 1) random sampling and 2) the utilization and quality .xperience. The
interesting result is that 40% of patients do not appear for the consultations
and do not have the surgery in our Area.

We have removed favorable waiver status from 8 hospitals. Other PSROs are
learning to use the waiver removal techniques.

How does a PSRO place physicians pn pre-admission certification, how do
you mandate consultations? We have learned from the techniques of other PSROs
to improve our performance, and many PSROs are now learning from us. There is 2
learning process involved, and I am confident that continual improvements will
occur with the existence of adequate funding. I am also confident that the
proposed funding‘for 1980 is at such a level that the performance of PSROs
employing random sanpling or based on focusing will produce a reaction to our
rerformance by the Congress which will probably result in the terminatfon of the
program by 1981. ’
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I have just been informed that the Central Office has advised the Regional
Office to delay any further implementation of review fn hospitals not now under
review. This seems to produce a rather paradoxical situation. There will
undoubtedly be a migration of poor and marginal physicians who are now being
adequately controlled by a local PSRO to hospitals which are not under PSRO
review and as well from PSROs that are doing total review to the PSROs who are
not able to conduct total review because of the funding crisis. Unfortunately
for the country, the people who have been traditionally opposed to the Title XVI1I
and XIX programs are now claiming the power of prophecy since they alleged prior
to the passage of the Bennett Amendment in 1972 that the PSRO law would be self-
destructive. It appears as though this present level of funding would serve to
corroborate the prophecy.

- In conclusion, the overall potential of the PSROs in this country will not

be determined by taking a mean of the performance of all the PSROs now in existence.
The potential of the program ulml be more adequately determined by looking at the
individual performing PSROs and demanding that the non-performing PSROs come up

to the performance required by the legislation. This requires time, cormitment and
money. The present level of funding of the program precludes the possibility

of its success. The newer conditional PSROs have been advised that they must do
focusing from day 1 of their existence; which is an impossibility. They require
time to learn, time to be motivated, assistance from other PSROs, and an
opportunity t.o do total review in order to develop a data base so that they may
fntelligently focus out the areas which would not be cost effective to review.

We have had outstanding assistance from one of our fiscal intermediaries.
Their assistance:however. has been limited by the resources available and their
screens are similarly limited by funding.

It is my view that the screening activities of the fiscal intermediary are

about 20% effective, particularly in the area of ancillary services.
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We have recently been funded with a one time $35,000 grant to do binding
ancillary services review. Of the first three hospitals that we selected, two
of the three were found to have a 12% to 23% inappropriate use of ancillary
services. [ have been advised that the ancillary services costs to government

" programs is approximately 120% to 130% of the daily board and room rate. This
{s an enormous waste. 1 am attaching herewith sample cases of some of these
distressing overutilization cases which are wasting mi1lions of dollars of the
taxpayers® money (Attachment II).

If we were suspect last year, you are not going to like us any better next
year because the level of funding presently proposed for 1980 will make us have
some very difficult decisions. How much s acceptable fraud? How much is
acceptable overutilization? We are confident that our process is cost effective
in the ratio amount 15 to 20 to 1 and has an educational return factor which will
multiply this proceeding factor by at least 3 or 4 over a period of time.

The choice appears quite clear. Congress can either mandate a permanent
medical police force or attempt through such organizations as the PSROs to
permanently change the behavior of the health providers whose behavior requires to

be changed in the interests of our society.
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- ATTACHMENT [

'C";/éﬂ,rnza PSRO _Aea 23 T

8 professional stendards review organization

23840 HAWTHORNE BOULEVARD
SULTE 100 .

TORRANCE, CALIFORNIA 9050
(213) 378-2248

T0: John M. Wasserman, M.D., Medical Director

FROM: Marie Ryan Petro, Special Projects Coordinator
DATE: 22 february 1979

SUBJECT: Abstract of Psychiatric Patient Admission at .

This S4-year-old female was admitted on 30 December 1978 with a diagnosis of
severe reactive depression, rule out hypothyroidism. The patient has no previous
psychiatric history.

The patient had been caring for her mother, who died of terminal cancer on 12/5/78.
She apparently displayed symptoms of anxiety, confusion, and helplessness from that
time. At the time of admission, the patient (according to her son, with whom she
lives} is unable to care for herself.

Throughout the hospital stay, the patient appeared depressed. Even at the time of
discharge, the patient was verbalizing her own needs to be cared for by others.
She was discharged on 4 February 1979.

On 14 February 1979, the patient was readmitted with the same diagnosis of severe
depression. (According to the medical record,a relative of the patient made an - °*
initial call to the hospital social worker, requesting hospital coverage information;
the relative intimated the patient would need long term care. The caller was
referred to the patient's physicjan, and the patient was readmitted.) The history
states the patient began to regress quickly after discharge. There was deterforation
in self care, with infantile demands upon the family for total care including feeding
and bathing. The family members became aiienated and were either unable or unwilling
to continue caring for the patient. .

(more)
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Abstract of Psychiatric Patient 22 February 1979  ©
Page 2 of 3

Comparison of Medical Horkups

Certain procedures and consultatfons were done during the first admission and
repeated during the second admissfon. These will be indicated by superscript
numbers, matching up each of the repeated procedures. -

First Admission (12/30/78 through 2/4/79) Second Admission (2/14/79 to present)

®lnterna| medicine consult, to work up @nternﬂ medicine consult notes Hgdb improved
for possible hypothyroidism. from 9.0 to 11.8; impression: hypothyroidism
under replacement treatment.
ENT consult, to work up headaches.
Neurological consult; recommends: repeat
Surgical consult; impression: probable neurological workup.
lefomyomata of uterus; recommends: ; - :
endometrial bfopsy. (Biopsy done, Cervical, thoracic, and lumbar spine x-rays

findings negative show degenerative osteoarthritic changes.

Pelvic ultrasound shows small fibroids. Nerve conduction: normal conduction of all
nerves. #

Pap smear findings were negative; no Q

vaginitis. XG: normal.

QKG: normal. QEG: normatl.

Treadmill (and 1 repeat): inconclusive Qhest x-ray: normal.
due to patient's poor exercise tf.ﬂerance@A
however, no ST segment displacement, T Scan: normal.
probakly OK. Q

lectrolytes: normal.

GJEEG: normal,
. Q&gb: 11.3 grams.
hest x-ray: normal.

@4!211\: 2/14: 9.8/738!A: 2/14: 27
Brain scan and cerebral blood flow
(and 1 repeat): normal. - Myelogram: negative.

Skull series shows defect in petrous
bone (post surgical defect).

AT scan: post surgical artifact;
remainder of scan normal.

Thyroid scan: normal.
Bilateral marmograms: normal.
UGI: normal.

Mastoid series: normal.

{continued)
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Barfum enema: normal.
&Iectm!ytes:

Stool for occult blood (and 1 reﬁeat):
normat.

Q{gb: 9.0 grams.
4RIA:

normal.

1/26: 10.8, 1/30: 8.1
RIA: 1/2:<20, 1/10: 90, 1/16: 140.
s 28.4 on replacement,

T,
T

1/2:<1.0, 1/10: 6.1, 1/16: 11.9,

22 February 1979

Comparison of Medications Ordered

First Admission
Fe504

Dalmane
Sinequan

Stress Tabs

Synthroid

Second Admission

l-'eSO4 »
Dalmane

Sinequan

Stress Tabs

Synthroid 0/1 mgm.

Multivitamins

.Elavil

SUMMARY OF ATTACHED CASE

The attached case failed the routine screening by the fiscal intermediary.

As a result of PSRO review and involvement, an indepth study was

undertaken,
one case.

The resultant savings to the program is $2125,80 for this
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Ca/ ﬂrnt@ /9 SIQO _/4rea 23

2 plales,onal' standards review orpn ize r‘on

i

/ .- . 23840 HAWTHORNE BOULEVARD

v SUITE 100

- . - . . 1213} 378-2248
23 Febrpary 1979._. . . R

Dear Doctor . L -

Enclosed please find copies of the face sheets for the admissions of

and sumraries of the ancillary services performed during
the hospitalizations. We would appreciate the appropriate committee
of your medical staff reviewing the ancillary services performed for

this patient und giving us their comments on the appropriateness or °

lack of appropriateness, of the services performed. -

Please note that the services which were duplicated in the second
admission are circled.

We are obligated to draw to the attention of the Fiscal Intermediary

inappropriate ancillary services and would like your comments prior
to taking any action.

John M. Hasseman. M.D.

Medical Director
JMN:§J

Sincerely,

cc:

TORRANCE, CALIFORNIA 90508
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# professional standards review organization

23840 HAWTHORNE BOULEVARD
"SUITE 100~ T
TORRANCE, CALIFORNIA 90505 ~

{213) 378-2248 -
T v s i e o

March 28, 1979 - -

Lharlotte Smith, R.N.
Assistant Manager
Blue Cross of Southern California
Medical Dept. - 8th Floor .
P.0, Box 70000
Van Nuys, California 91470

Dear Charlie:

Enclosed {s the letter writter{ to .3 Chief of Staff at -

, dated February 23, 1979, regarding the appropriateness
of the ancillary services for both admissions of .. Attached to the

letter are two face sheets, the abstracts of these admissions, and comparisons

of medical workups and of medications ordered.

Also, for your informatfon, concurrent review of Medi-Cal patients at LT .
has shown that all patfents admitted for laparoscopic

tubal ligations have routine orders which include EKG, Chest X-ray (P.A. and

lateral), SMAj2, VORL, and CBC. The gatients are admitted and discharged on the

same day the procedure is done. - Usually, the EKG with a preliminary report is

on the chart on the date of the procedure. The SMAj2 and YDRL reports are

receiyed in Medical Records at a later time.

We hope that you will be able to deny the specific ancillary services which were

done at and review the trends which have apparently
developed at

Since QW

xhn M. Wasserman, M.D. *
dical Director

JIM:DB:pb
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) AREA 23
April 5, 1979
Dr. John M. Wasserman, Medical Director
Area 23 PSRO
22840 Hawthorne Boulevard, Suite 100
Torrance, California 90505
Dear Or. Wasserman:
The information you forwarded on Medi-Cal recipient at
has been forwarded to our Medi-Cal Review unit for
investigation.
With respect to we reviewed their HUHP Reports

for Ancillary Services for quarterly period ending December 31, 1978,
after your phone call to Betty Montgomery. With respect to Laboratory
Services they do not fall outside the area averages.

Once again, thanks for the informatfon and we will pursue your findings to
see if we should take any direct action.

Sincerely,

LUd Tl ()

Charlotte Smith
Assfistant Manager, PSRO/UR

CS/lec/111a5
cc: Betty Montgomery

BLBE CROSS 6F SONTHLRN CALIFOANA 7 BLUE CROSS OF KORTNERX CALIFORXU 4 IELD RNIA
G777 Sunmt Bovieverd - Lov Anguies Cantornia 80027 & 1930 Frankiin Street -Osklang, Caitornis 34658 & 1.0, Box r'ot:“a “ San m'm?clql'gdﬂwh s4120
1213) ess-3100 l {413) 645-3000 ’ (415) 4435-3700

53-461 0 - 79 - 5
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Dr. Joha Wasserman, Medica) Digector
Area XXIII PSRO
23840 Hawthorne Boulevard, Suite 100
Torrance, California 90505
Dear Or., Wasserman:
As you requested we have completed lnedlcal review on the case of
at " Attached are copies of the
Discharge Summary and other documents that we had available for our review.
Otgerkportfons of the medical record are not currently avaflable for our
M eveiwer.

The following situations are questionable in terms of Medical Necessity on
the First Admission:

A. Treadmill
There was a normal EXG and no significant dyspnea on exertion.
B. Repeat Brun_ Scan and Flow
Not findicated since first studies were normatl.
€. Thyrotd Scan
No masses felt and hypothyroid by laboratory studies.
D. Upper 6.1,
No signfficant abdominal symptoms or findings.
E. Thyroid Studies -
No necessity for T4, T3 except the first and those on 1/30.

The following situations are questionable in terms of Medical Necessity on
the Second Admission:

A, Spina\‘x-rays
No record of any back problems seen.
8. EXG, EEG, Chest X-ray, CAT Scan
All these tests were norma) during the first admission.
C. Electrolytes
No indication of abnormalities documenting the need ~fer this
study.
D. Myelogram
No indicatfon seen in documentation of a back problem.

These findings are being submitted to the Medi-Cal Department for their
handling.

Sinc/ere]y.

Cruls Bl
harlotte Smith ‘(/

Assistant Manager, PSRO/UR

CS/pmb/wb6(2)

cc: Betty Montgemery
Med{-Cal MARS
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April 12, 1979 mr::owmoanz BOU 0 ‘
TORRANCE, CALIFORNIA 90505
) (213) 378.2248
Mr. Bud Lee

Chief of PSRO Monftoring Unit
California Department of Health
714 "pP" Street

Sacramento, CA 95814

Dear Bud: B

Enclosed please find some self explanatory material regarding unusual ancillary
service utilfzation at two of our hospitals. I believe this shows the
tremendous potential for loss by both Titles 18 and 19 programs.

I believe a few extra dollars spent of intervening ancillary services revilew
\’voultli bg ;{arobably the most cost-effective activity Titles 18 and 19 could be
nvolved in.

PSRO Area 23 looks forward to adequate funding so that we might limit the
ancillary service overutilization which fs grossly apparent in the

case. "' . . .- " has changed its behavior substantially since
we have drawn to their attentfon that their past behavior patterns with regard
to abortions have bordered on fraud and {f you care to follow their statistics,
you will see that their Title 19 in-patient population since April 1 has
dramatically diminished, and hopefully the routine use of excessive ancillary
services with the reduction in admissions. You might be interested in knowin?
that our demand for consultants in Title 19 surgical patients on a random basis
has had a rather unique effect.

The patients have failed to make or keep their second opinfon visits and

the procedures are not being performed at least in PSRO Area 23. It would be
interesting to know if these patients were getting state approval outside of
our area. . .

Sincerely,

(:tbgl,f\¢~
John M. Wasserman, M.D.

Medical Director
JMA: pb T

Enclosure
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23840 HAWTHORNE BOULEVARD
SUITE 100

TORRANCE, CALIFORNIA 90505
(213} 378-2248

14 June 1979

Mr. Tom Heerhartz .
Chief, Field Services Section

California Department of Health

714 "P" Street

Sacramento, CA 95814

Dear Mr. Heerhartz:

Enclosed please find a copy of the information being sent
to the M,I1.0.

We want to be certain we are not "spinning our wheels"

and would appreciate being informed as to whatever action
is being taken by your department.

Yery truly yours, @p

wa L :

ohn M. Wasserman, M.D.
Medical Director

\HHHRPJ:j

Enclosures

-
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D3ISCHARGE DIAGNOSES: 1. Dcpressive ncurosis, severe
with hysterical and *~

HIS2UGSESTID AT passive dependent

IN('O'SCQ{:I.IFE‘S'U:- ’ character tralts,
vary .'._". * T inprnv»d.
FORORNG . 2. MAdult onset hypothyroide
ism, scvere, improved on
1) Rearen for replacement therapy =
odmiinen ; Synthroid 0.1 mg. Last
. T4 at 7.8 ricrograms/dl.
Bt i 3. Gait instability
& ee : secondary to 01}
- (cerebellar ataxia
3 lreatmo~iand/ o H . secondary to chronic hypo-
"t abe: . . thyroidism) with component
. : of functional regression.
4 Counovlcons No demonstrable central

ond camp! cahons

Heny nervous system lesion ¢

at this time and normal

L] lwis..o.... cerebrospinal fluid

examination.
6 Condolion on 4. Uterine fibroids/poly=-
dncherge cystic breast disease.

Transfer to Camarillo State Hospital.

Admission arranged by L.A. County

Harbor General Hospital with . .

admissions officer, Mr. Stevens T
(Camarillo).

2. Patient is in need of continued inter-

vention to alleviate depression

and restore independent living skills.

. Recosmend neurological follow-up on
oontinved thyroid replacemsat to re=

legres Of t in ataxia.y

low=up aleo tVO MONLRS, - vy

catd Blavil 150 mg. dally ia°

tid; throlid (%

N Medaotion Xed RECOMMENDATIONS s 1.
ond dnpecisien
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i1st residing with her son in the Bellflcwer, Califcrnia area,
w.» is readmitted following 3 lengthy nespitalizatien frenm
R to . ."at this facility in which she was exsensively
svaluated for severe hypothyroidisa, dcpressicn, and multiple
.omatic complaints, Following discharge .he patient quictly
l.ogan to regress .nd the fanily refused further wupport because
nf the patient's level of demands and felt they were unable to

; rovide further care. - Marved presenting symptoms at this tine
continucs to be that of dcpressed mood, affect, verbalizations
sbout feelings of hopelessness, somatic preoccupation and inter~

nittent instability of gait.and ba'ance. -

The patient prescnts an extremely complex history which includes
+he information that for the past scveral months prior to her
rospitalization in December that she had bcen regressing with
deteriorating self care, epidoses of confusion, feclings of
Jepressicn and having an extremely difficult time carirg for her
aged mother who died on Deccmber 5, 1978. Following the dcath of
the mother the patient became even more regressed, expressed the
feelings of hopelessness and then began -to show marked intellcctual
doterioration. Of significance, the paticnt also had failed to
continue to take thyroid medication which she had been taking for
longstanding thyroid disorder ¢irst diagnosed by her General Prac-
titioner some years previously and had stopped taking Valium

S ms. po bid for her “Nerves®. The patient was scen by her General
Practitioner and felt to be severely dcpressed and refcrred to this
facility. At that time the initial prescntation was onc of marked
organicity, the patient being confuscd demonstrating memory loss,

*headache, gait instability, lethargy, slowing of specch and gcncral

behaviorsl and psychological t.zrot:ion. Her concentration was
poor. She had no overt psychotic symptoms and additionally had
complaints of weakness, showed symptons of vaginal bleeding and
gave a history of menometrorrhagia. She also complained of left
breast pain, suprapubic discoafort along with her previously
mentioned complaints of headache, backache, leg pain and inability
to ambulate without assistance. .

PROBLEMS (HOSPITAL COURSE AND

APPROPRIATE LABORATORY DATA)s 1. Confusion and .depression: The
patient's deteriorated mental

status nggonrcd to be a combination of characterological problens

with a 1ifelong history of masochistic €ndurance, passive dependent

and somevhat hysterical character traits along with having had a
highly conflicted relationship with her dying mother who died

BEST AVAILABLE COPY
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abraptly tofore her haepitalizaticn. addir:icnally, this a;ivared
to be largely secondary to her rarked lypcthyroidiszn with adnission
'3 1less than 20 nannogrars per dl and T4 less than 1.2 meg/dl.

“SH was 45.6 with in upper limit of normal of 19.) rce.t. Gratually
Jdurinag the course of her hospitalization, tre jaticnt zhowed rarked
irrr~vement and clearing of scnsorjun; 1mprovencnt of nemory,
concrntration and atility to attend to rndivi‘ital, grcup and rilicu
csychotherapy., 1In the course of her evaluation fer her orqanicity,
“kull x-rays were performed and ho.ever evidenccd a density in the
left petrous area which was later felt to rcopresent a giant air -~
cell and not an irvasive lesion. The paticnt was also treated with
antidepressant medications and showed maorked improvement in terms

-f improved affect and improved mcod. She also was much mare
1~dependent st the timc of discharge and with only margiril support,
able to attend all ward activities,

PROBLEM $2: Ataxiat The patient was seca in ncurologic and
neurosurgical consultation by Dr. Katakia and

T TObri-George Locke respectively. Initial impression along with that

of the initial skull films gave us significant concern for passible
destructive cerebellar lesion, however, on continued evaluation,
CAT scan of the brain showed no involvement of the brain proper

but confirmed again this left petrous de.sity, Tomograns of the
area again were consistent with that of a giant air rell, no evidence
of fluid or of invasive tissue. Brain scan and flow study were
normal. EEG was normal. Posterior fossa and spinal myelogram .
were normal and CSF examination was completely within normal limits
rcvealing a clear sample, no RBC's, one WBC. Total protein was

20 ng., normal 15-45; glucose 66, normal 40-80 mg.\, CSF culture
was also negative. X-rays of the cervical spine revealed marked
degenerative osteoarthritic changes with narrowing at Cé, 7 inter-
vertebral space. The spine is otherwise normal. Thoracic spine
showed mild degenerative changes, otherwvise within normal limits.
The lumbar spine showed advanced degenerative ostecarthritic
changes with narrowing at the L5 =51 intervertebral disc space,
lumbar spine was otherwise normal.

PROBLEM #31 Vaginal bleeding:t At the time of admission
the patient had evidence of intermittent vaginal
bleeding wvhich was felt secondary to her hypothyroidism and meno-
metrorrhagia. Upon thyroid replacement, the symptoms has abated
although GYNM consultation by Dr. Monroe noted approximately an 8
weeks pl:? ut.{gq gttQ subsequent follow-up of pelvic ultrasound

BEST AVAILABLE COPY
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revealing nultiple small fibroids.

The patiuvnt at the *.=¢ of adr:izuion

TROZLEN &4: Anemia:
was

following lonagstard:na repers* ~~rrhaal.
‘eind o have a8 mari-d iron deficienc
ter lowest henatocrit was 27,9 and hon alelin ¢f
Micferential of 63 sexs, 1 haad, 1 nr., 34 1)
rcd ccll merphology s:owing  licht ani-oeovt
wis markedly deficient, 22, lower range ¢
F2-.%, total iron binding capacity v .s 105,
rce.t. The patient was tcgun on Ferrous Sulfate 5 rirs. tid and L
resporded with impr~vement in her anemia, At tne time of dischaszge
the patient's last CBC rcveals a white count of .2, RBC of §.09,
'+ ~oglebin 11.3, hematocrit 34.6 with o normal d:iffcrential, normal
rnd cell murpliolegy, nornal platclet count and a vmticuloc:te
count of 0.9%. Scerum B-12 and folate levels were also witnin
norrnal range prior to institution of additienal <upplemental

vitamins,

Shortl Lfter adrireion
".1 witn 3
1

PROBLEM #5: Multiple pain corplaints rcfcrable to chese,
abdomen and legs: The paticnt at the timge
of admission had marked complaints refcrabl: to ecvery somatic
aroup. Gradually during her hospitalization routine EKG and sule
scquent Holtcr monitor revealed no abnormalitices and the patirnt
on physical examination was felt to have no specific acute problem,
As the patient's depression and gencral physica. status was
improved, the degree of her somatization decrcascd markedly and
at the time of discharge the natient only comploins of mild lefe L
breast pain and indeed on bilatcral mammograms revcals polycystic
breast disease,

LABORATORY DATA: As follows: EKG - nonspesific ST-T wave
abnormalities on 12/31/78, FRepcat on 2/16/179,
normal. Holter monitor within normal limits, Chest x-ray normal.
Skull x-rays as mentioned above - defect in the lecft petrous
bone considered surgical detect or possible cholesteatora or other
invasive lesion, ruled out. Brain scan normal. EEG with repcat
2/16/179, within normal limits. CAT scan with supplemental views
of the left petrous bhone on 1/4/79 showed osseous defect in the
left petrous bone, however, the remainder of the ggcan was normal.
Repeat study on this admission 2/16/79 - within normal limits,
Thyrold scan normal. Pelvic ultrasound suggestive of small
fibroids. Bilateral mammograms consistent with {ibrocystic disease.
' Upper GI and h:{u enesa normal. Endometrial biopsy rovealed

CONTINUED=wasvans . wilis
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§21yFo1d ¢ et tndcrmetrial herarplasya, Ur:iralvsis serral.,  WLPL
nongeactive. SMA-12 panel urremarkrable And cu. 18t 1y crvtem
~or-al linits. On adnission 1/14/79 M cortisol 21.8, norral

6-21 mcqg.t, P.M. Cortisol 13,7, normal 3-18 mcc.%. Pro zire
ncrral.  Cermplete ryeclogran perforsmed cn 2/21/79 b Nr. Pade)
revealed no gross aknormalities in the lumhar, thoracic, carvical

or forarkn magnun, -.osterior fossa or in the cerrhellar pentine
tneles.  The paticent tolerated the procedure well, Nerve cconduction
reidy of hoth legs complotely within rermal limits,  Popeat CAT

<can and EEG at the time of this . .lmission 2/16/79 were both within

normal limits, ~

The patient s currently quitc alert, cooperative and verbalizes
tacreasinaly hurt feelings of depression, recent loss of her mother
ind hiahly conflicted rclationship with her children who are
currently unable to provide further support for her. e are
currently in 8 crisis regarding the placement of this pat:ent in
light of no family support, resources, no funding aid at this

time due to priordifficulties with the paticnt and her family
applying for appropriate funds and being refused admission at Loth
setropolitan State Hospital and for a shortage of beds at llarbor
General Hospital. WHe are unable to find any board and care facility
at this time. The patient is understandlblg quite distrauqght over
her placement difficulties, however, becausé of significant
;ressures to discharge the patient in light of hor currently non=
acute status by the PSRO Review, will be dircharged at this tame.
Tt is however rccormended in light of the residual aait instabilivy
that the patient be followed necurologically and in terms of hor °
Jjcneral medical status over next couple of months.

The patient although much improved, regresscs frequently and would
benefit from longer term hospitalization to promotc independent
living skills, assertion and to alleviate her depression.

OXT/.
D1 2/35/79 b d
T1 2/26779 )

AT AN F G
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20 apremoKE cuatx Mo, WE ARE UMABLE TO PRUCESS THE ATTACMED REDI-CAL CLALN.

-

THE RETURN REASONID) AND/OR INSTRULTIONIS) TO FULLUa ARE STATEC BELGw:

[~ 1] C (AUTHUR TZATION) PLEASL SUBNLIT EMEKGLENCY CRATIFICAILIIN
OR APPROVED AUTHORIZATIUNS.

. [31) C (AUTHMOR TLIATION) FORM RC 180U 1S AEQUIRED FOR ALL HUS-
5 PITAL EMERGENCY ADMISSIONS AFTin THMEE DAYS AND NUN=
EMERGENLY ACRIISIUNS ON OR CEFURE THE LAST DAY 37aT:0

UN THL PREVIOUS APPROVAL. o 5.0~ . L\,
DN

Suuldet

LI CANSS OF MR IRy (ALK

¢ — g
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s MEDI-CAL
@ INTERMEPIARY OPERATIONSs ;28 Pt 1116

ust 24, 19
‘- PSRO
ARr— \ ’)\)
Adatnistrator - ’ : : . <
- ’ - 4 .
TR e T N N B L
RE:
1.0, #:

honission Date: R -

Discharge Date: : e .

Total Charges: $3,516.70 -

Oate of Adalssion: -
Cischarge Dater
Total Clurgts: . R,9.70

Czar Adainistrator: "

1t has been droucht to our anention. thru an ongoing qoath
control audit of paid clafwms, that there appeirs to have been
overutitizatioa of the folluwing diagnastic procecwes curing
the adove captioned hospitelization:

Oates of Serviece: . thre
A. 2-Treadsills 300,00

= g = @3

There was & norwa) EXG and no significint disnen or chest
pain on exertion. - . .

B. Thyroid Scan (nuclear Hecs) $330.0¢

o wasses felt ano tha patient was hypothyroid by labératory
studles.

C. USI RX-ray $54.00
#o significint abdoxingl sysptons or findings.
D. Thyroid Studies £97.52
Ro =2dical necessity for the T3, T2 except 12-31-73 and 1-31-79
Dates of Service: 02-1d-79 thru 02-22-79
A. Spiral X-rays $107.50

The modical necossity 15 not documented, there 1s no rocord
of any dack er neyrolacical sroklea nated,

BLUE CROSS BF SOUTHERM CALIFORNIA Z BLNE CROSS OF RONTNERN CALNORNIA 4 BLUE SKIELD OF CALFIRNIA
70 Bos 70000 » Van Novs Cotdorns 81420 1930 Frantin Sweec s Oatlond Cabimna 34639 PO Bos 7924+ San Frmncace Comkoens 34120
2131703 2248 4 13 643 3000 4 (4151 443 3708

BEST AVAILABLE .COPY
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Pdgnl . .
A . L. A T
L o :.\\ lg:;‘ "a!‘; coe. LN me D
-t =

z;' “Chest i-ny. £K3, €63 and CAT Sean  $&31.50°

an of these tests sere noreal Suring the first wﬂsstoa.
AR DO PR L
C.: Ceroencephalogram, fchocardiagran, and ACY (muclaar mintfoas)
-..MQZIS !.L\ ine. .
LS v ee,  wmiC LY e )

™he mdlca! necassity for these tests are not documented.
d. ('lectro\ytu' $$3.00 e

'hm m no u;dlcnioa of v\y abnoranuiu docusent Ing the need
for tats ttuy. e o

€. R)slo,rm (suppues, ommcy m Yad) $203.1%

There us m fadication Mtod !n the docwsantation of & Lack or
reurological proolen. RTAIN

Tnerafora, charges for the above santfoned 1toas will be delelad.
A sajustaeal will appedr 00 & future reaitlancey ddvice uﬂuun;
tas unmuﬂ of these :luren."-a T S R L

Y Q- Cone B . nF smiay e ekt [y --‘ S T R
Ay raquast. for ro-euluation nyst de sutmitted in witing and
2utt_include sedical {nformation not origﬁmli_y subeitiea. (o0
AOL SUDATT Jnother clalml. ok will Lhan ba pleased Lo reconstaar
ihe matler. Please send this fnformation to:

Lo eyt - MO Kedfcal Reviaw
Blua Cross of Southera Calitornta
Toare oo, Lo PO, BOX JOOOO PRI R I IPERUIL T A Y

TR e LY fan Kuys, Califernia 91470

. . FO cEL e

Sincerety,

B S S R i S
~ teas,

dorasri Yoorgley, M.0.
agfcal Adviser

Afidy

P R B A R S Ter e
K3 )
,.U\tunm asvigx Coorafuster ;. A T S LS T
nirlotte $mith
...etiy sentyomery - .. . AT

S Jokn Wasseeman, M,2.
Nt ical Birector
h'surmce O¢sk, .“.os;,iul

dow oy B T R
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ATTACHMENT 11

The Californfa PSRO Area 23 noted discrepancies in X-ray charges and
orders in hospital #028. Communication with the fiscal intermediary revealed
that neither the procedures nor charges had failed the routine screens. In
December, 1978, the PSRO requested that a study be conducted by Blue Cross of
Southern California based on our findings. '

The validation study did not substantfate the suspected problem with
radiology, however, after a cursory review of laboratory usage and in-depth
study was implemented. The results of this study revealed the over charge
error rate to be approximately 23% of the total lab charges on those cases
which were reviewed.

California PSRO Area 23 started its own preliminary study in August of
1979. This study has confirmed the findings of the above mentioned study.
An additional in-depth study will be instituted with re_comendations ‘for

correction included.

ADDENDUM
Support Statements from:
1} Letter from State Department of Health
2) Letter from Blue Cross of Southern California
3) Letter from Office of Program Integrity

4) Letter discussing Lack of Linkage between
Hospital and Physician Payments

5) Summarizatien of 2nd Opinion Consultattons

53-461 0 - 79 - 6
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STATE OF CALIFORMLA—HEALTN AND WILFARE AGENCY BOMUND 3. BEOWN M., Goverser
DEPARTMENT OF HEALTH SERVICES

N e

SACLARENTO, CA 93014 @

(916) 445-9166

September 5, 1979

John Wasserman, M.D.

Executive Medicsl Director

23840 Hawthorne Blvd., Suite 100

Torrance, GA 90508 .-

Dear Doctor :

This {s in rdferd to the recent federal attempts to force PSRCs to
focus their ev systems in order to reduce administrative costs,

At we have stated praviously, we do not quarrel with the coacept and
intent of focusing. The difficulty {s in defining the prodblem aress
because of a general lack of sdequate baseline dats to justify

. focusing.

When the systematic evaluation of empirical data supports tha focusing
of review, wa will support PSRO efforts to reduce their administrative
costs in this manner. In the interim, we cannot sgree with a PSRO's
focusing of review unless we concur with thefr focusing methodology
and monitoring plans.

It 1s obvious that your PSRO's success to date has been (nfluenced to

& large degree by your board's commitment to promote effective, efficient
and economical delivery of heslth care services. We support snd
appreciate Area 23 PSRO's continuing eafforte in mitigating the problem
of unnecesssry hospitsl admissfons and surgeries,

Sincerely,

(Bt

Beverlee A. Myers
Director

BEST COPY AVAILABLE
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Blue Cross

ol Southern Califorris

Maiing Adren: 1379AUG 31 PH 2: OF

Van Nuys, calutomn siPpaS R O
AREA 273

August 39, 1079

Dr. John Yasserman, Mcdical Director

California Area 23 PSRO

23240 Hawthorne Boulevard, Suite 100

Torrance, California 90505 -~

Dear Jack:

I'd like to thank you for taking time out of your busy schedule to discuss the
medical review of our Private Business. The review mechanisms currently used

by vour PSRO are applicable to our situation. I would not wish to impose another
review systen on the hospitals, but rather utilize an oxisting review program
that has deronstrated effective performance.

The track record of your PSPO has dcmonstrated an understanding and application
of the princinles of utilization control and approariateness of medical care.
I look forward to our continuing discussions at your earliest convenicnce.

Sincercly,

‘,,w&//
Earle J ile, t.D.

Vice President and Medical Dircctor

nw

Main Office: 21555 Oxnard Street, Woodiand Hills, California 91367 / Telephone {213) 703-2345
Bakerstiid & Long Beach ¢ Los Angeies ¢ San Bernardino ¢ San Diego ¢ Sants Ana ® Sants Sarbars
W. Burbank . Downey « E1CONI00 . Lancister . Oxnsrd . Paim Springs . Passdons . Riversiae . San Luit ObIes + Sonts Menics « Torrance » ViiaHa (Wast Coving

BEST COPY AVAILABLE



DEPARTMENT OF HEALTH. EDUCATION, AND WELFARE
HEALTH CARE FINANCING ADMINISYRATION
100 YAN NESS AVENUE
REFER TO: AN FRANCMOQ SALTORMA 84102

OPI:BMS Augumm Pm22~2§3

John M. Wasserman, M.D.
Executive Medical Director
PSRO 23

23840 Hawthorne Blvd.

Suite 100

Torrance, California 90505

-~

Dear Dr. Wasserman:

We in the Office of Program Integrity thank you and your staff
for the exemplary manner in which you have been performing

your review functions in the area of our responsibility. Not
only have you been pleasant to deal with, but also, in my
opinion, the “end product® has been one which could be well
emulated by all PSROs. Such efforts, encouraging better patient
care by deterring inappropriate or harmful medical services will
certainly go a long way in achieving our common goals.

My personal best wishes for your continuing success a}ad satisfaction
in this work.

) Sincerely,/
. Boyd .Swa?z/ %
: . cting Regidnal Direetor

A
Office of Program Integrity, HCFA

-
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Ca/iﬂu'nia p SIQ O ./4rea 23

8 professions! standards review organitation

23840 HAWTHORNE BOULEVARD
SUITE 100

TORRANCE, CALIFORNIA 90505
213} 378-2248

September 6, 1979

Mr. Tom Heerhartz, Chief

Field Services Section
California Department of Health
714 "pP" Street

Sacramento, California 95814

Dear Tom:

You may recall I expressed some concern about the possible lack of 1inkage
between denfed hospital stays and payment to physicians by Blue Shield.

Our further investigation suggests that in those cases where there has
been a denial of a length of stay, Blue Cross South has appropriately
notified Blue Shield.

Admission denials, however, are a di fferent matter, and there has been
no apparent method of notifying Blue Shield. As a result, it is entirely
possible that physician payments by 8lue Shield have been made.

1 phoned Alberta Elder at Blue Shield and expressed my concern. She
attempted to reassure me but was unsuccessful, and on my advice called
Blue Cross, which I belfeve the information she received tended to confirm
our suspicions,

We are now developing a mechanism so that Blue Shield will be notified
as well as Blue Cross South in order that appropriate action may be taken.

We intent to dig out all of the admission denials in Medi-Cal since
July of 1978 and send the information to Blue Shield for their action.

Sincerely, Q}Q
Q & ‘,\@Q,\N_
an. M.D.

Executive Medical Director
JMA: pb
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Ca/iﬂ)rm'a /9 S/? O _/4rea 23

a professional standards review orgenization

23840 HAWTHORNE BOULEVARD
SUITE 100 '
TORRANCE, CALIFORNIA 90505

213) 378-2248

10: John M, Wasserman, M.D.

FROM: Karen Gibbs, A.R.r.p(

DATE: 6 September 1979

SUBJECT: Second Opinion TAR Consults Requested from

1 May 1979 through 31 August 1979

Total Consults Requested: 36

Total Consults Received: 13 (36% of requested)
Total Denied: 4 (30% of recefved)
Total Approved: 9 (70% of received)

Total Consults Not Received: 23 {64% of requested)

Cases Denied:

K6:3§J

1. Right incisional ventral hernia; hemorrhoidectomy.
2. Total abdominal hysterectomy.

3. Ligation of short saphenous vejns - right and left
tegs; ligation of long saphenous vein - left leg.

4. Debridement of ulcer with 1V antibiotic treatment.
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INDEX
1 Letter‘lndicating Cost-Effective Sterilizatian;Procedures
II-A,B,C Sample PSRO Monitoring Report for Delegated Hospita) Not
o - Performing Optimal Review
11 Letter Insuring Accuracy of Basis for Hospital Admission
IV-A,8 Discharge and Denial Statistics, June, 1979 Delegated
o and Non-Delegated Hospitals e Lo
v ; Medi-Cal Concurrent Review and Pre- Admission Statistics. ’
: June. 1979 -
VI Procedure Insuring that Requesting Physician Performs
Surgical Procedures
Vil Letter Confirming the Effectiveness of Non:iiyment
Instructions from the PSRO to the Fiscal Intermediary
VI1i-A,B Notification to a Hospital of Potential Harm to Patients
Due to Surgical Delays
IX . Letter to a Delegated Hospital Reporting Acceptab1e

) Effectiveness of {ts Review System .
X-A,8 Due Proress Notification to a Physician Result!ng from

High Referral and Denfal Rates

X1 Response to a Hospital which had Requested Reinstatement
of Waiver

XI11 Sample Monthly Pattern of Care Report to Non-Delegated
Hospital

X1l Sample Notification to an Attending Physician Requiring
a Second Opinion

Xiv Sample Notification-to a Physician Chosen to Perform a
Second Opinion

XY-A,B Notification to a Physician who has Rejected His Own
Due Process Rights to be Involved in the Decision Making
Process

XY1-A,8 Letter to an Attending Physician Found to have Abused the
Medicare Program

XvI! Cover Letter of Sanction Recommendation on an Individual
Hospital .

XVIIT Complimentary Communication from California State Department

of Health Services

Xix Cover Letter of Sanction Recommendatfon on an Individual
Physician
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23840 KAWTHORNE BOULEVARD

X . SUITE 100
YORRANCE, CALIFORNIA 90505
(213} 3782248
May 17, 1979 .
Dear Or.

The Board of Directors of PSRO Area 23 has determined the following for
___elective female_sterilization: _

Outpatient procedure for sterilization {s the procedure of choice.
This requires no TAR.

LAPAROSCOPY :

LAPAROSCOPY .is generally the procedure of chofce as an outpatient
sterilization procedure. .

ABDOMINAL (MINI) LAP and VAGINAL TUBAL LIGATION:

These procedures may also be done as outpatient procedures. If
hospital admission is required for abdominal laparotomy and vagfnal
tubal ligation, a TAR is required. The procedure planned should be
jdentified. With morning of surgery admission, a one day stay would
be expected in most cases. .

If a classical laparotomy and 'Io‘nger hospital stay is planned, a
medical reason mugt be stated in the TAR. i

Acquiring the TAR and meeting the MC 128 informed consent requirements
remain the responsibility of the physician performing the surgery.

Sincerely, AAV

John M. Wasserman, M.D.
Executive Medical Director

JMW/RU/bY

cc: U. R, Chairman
Administrator
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DATE:
CHARTS REVIEWED:
HOSPITAL PERSONNEL:

REVIEW COORDINATOR:
TOTAL CHARTS REVIEWED:

SUMMARY : '

MF /by
5/8/19

23840 HAWTHORNE 8OULEVARD
SUITE 100 )
TORRANCE, CALIFORNIA 90505
(213) 378-2248

MONITORING VISIT

Ll

April 4, 10, 18, 25, 1979

" RETROSPECTIVE __ 60 _ CONCURRENT _ 24

_ '

84

A total of 84 chaﬁs were reviewed either concurrently
or retrospectively. These included both Medicare and
:ﬁdi -Cal cases for our monitoring for the month of

ri .

At the time of our review, the following cases lacked
an H & P; # 166063, 181953, 181955 and 182543 lacked

H & P's, but there were consults. On case # 182614,
H&P done after patient was discharged, and 182233
patient admitted 4/6/79 and not completed until 4/17/79.

Coordinator and Physician Advisor's revieuws were done
in a timely manner.

Several cases were reviewed by our Physician Advisors
and our Medfcal Director. Their comments are attached.

Thank you for your continued cooperation.
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. 23840 HAWTHORNE BOULEVARD
RS SUITE 100 ’
. TORRANCE, CALIFORNIA 90508
. May 8, 1979 1213) 3782248
- .'
» M.D., U.R, Chairman -
Dear Drs. ' -

Our routine monitoring visits of April 4, 10, 18, 25, 1979 involved review of 84
Medjcare and Medi-Cal charts. The cases which failed our coordinator screen were
referred to several of cur Physician Advisors and myself, who, following review

of these cases, made the following comments:

Case # 168214

\

The medical record shows no reason given for delaying a dirtg wound debridement

and repair until day after admissfon. This appears to have been an emergency
. problem. The length of stay for wound dressings, P. 0. meds and afebrile patients

seems lengthy. .

Case # 182455

.

From review of the medical record, the need for admission is questioned. Pre-
admission outpatient x-rays and EMG could have been done, as well as being seén

by a consultant. There was a delay in consultation request and response and his
report does not imply patient needs acute care. The P. A. response seems to allow
for delay of service and lack reasons for acute hospital care.

Case 7 181953 .

This case lacks an H & P and there are only two progress notes for the stay. The
medical record shows the admitting note as being admitted for evaluation of two
episodes of near syncope. There were no investigative studies done except for a
monftor. Quality of care fs questioned on basis of information reviewed and also
for necessity of admission due to lack of documentation.

Case # 127290

. Review of the medical record shows that the attending physician doesn't address
g;oblem for vhich patient was admitted §.e. drug 0. D. From the coordinator records,
! irs were no progress notes by the attending and some of these may have been back
ated. A second 08 -.GYN consult was called after the first one had already seen

and evaluated patient, Jf atient
ordered day of admission? P did take an overdose, why was Demero} 75 mg. IM

"



Page 2 11-C
Drs.

The consultant states in the history “denfes drug use" yet adds drug abuse in final
impression, with no signs on physical examination to back up impression. ,

Question, where {s result of drug screen? The quality of care is a grave question
in this case. . o

Case # 182509

In review of this case, {f the patient had not been admitted over the weekend, the
workup could have been completed in two days, rather than four. This appears to
have been a scheduling problem. ) .

Case # 182695

The record shows that neither the History nor Physical even suggests a TIA. The
physician advisor rationale lacks rationale. All the studies that were done could
have and shculd have been done as an outpatient. :

Case # 182669

The documentation in the medfcal record shows that the patient could have been dis-
charged on 4/19/79, after the completion of the CT Scan. Patient was asymptomatic
_per chart and progress notes. ’

Case # 167712

The medical record shows the patient to be ambulating ad 1ib on 4/16/79. The
zgysiﬁfag Advisor rationale for approval is not substantfated by documentation in
e chart.

He regret out of 84 cases sampled, a substantial number will be difficult to defend
to the fiscal Intermedfary. It is not the performance a PSRO expects from a
delegated hospital. These cases will be referred to our Hospital Care Evaluation
Committee, and we request your approprizte committee review them for quality of
care and utflization questions. We will expect a response from your commfittee

for the HCEC Meeting. I hope your committee will be able to defend these Medicare
and Medi-Cal cases from your institution when they are questioned by the Fiscal
Intermediary and the State. .

Sincerely, .
QS}/Q»V%“\, \X(EW“P‘M

Jotin M. Wasserman, M.D.
Medical Director

I/ by -

BEST COPY AVAILABLE
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v, 23840 HAWTHORNE BOULEVARD
- % . SUITE 100
TORRANCE, CALIFORNIA 90505
- {213} 3732248

13 July 1979

M.0.

Dear Doctor

In view of the frequency of admissions of acute hypertensive crises
through your emergency room, the PSRO will require in the future
that the resting blood pressure be taken, recorded, and signed first
by the physician and second by the nurse prior to treatment,

The atove procedure will be a prerequisite for certification of
medical necessity by PSRO Area 23.

'\,9“’“\-“
ohn M. Wasserman, M.D. :
Medical Director

Sincerely,

MW --

cc: Administraior
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AREA 23 DELEGATED HOSPITALS
DISCHARGES AND DENIALS - JUNE, 1979
DATA SOURCE: HOSPITAL CENSUS AND PSRO DATA

HOSPITAL NUMBER MEDICARE MEDI-CAL
Approx. ¢ # Adm, ¥ C.S. Approx. # # Adm. 4 C.S.
Discharges Denfals Denfals Discharges Denials Denials
005 15 ! 0 4 0 ¢ 0
006 274 0 37 Not under PSRO Review
007 128 0 0 8 0 0
012 352 0 20 177 1 3
013 4 0 0 0 0 0
016 168 0 0 6 0 1
024 185 0 20 0 0
025 197 0 2 85 0 0
027 161 0 20 168 0 0
030 50 0 0 39 0 0
031 144 4 3 383 n 7
032 136 0 1 158 0 1
034 153 0 3 32 0 0
036 407 3 n 461 0 3
037 219 0 0 151 0 0
SUMMARY '
MEDICARE MEOI-CAL
2593 Discharges 1688 Discharges

ME/by
7/12/19

12 {0.71%) Admission Denials

7 (0.27% Admission Denials
15 (0.88%) Continued Stay Denials

102 (3.93% Continued Stay Denials

V-Al

68



MEDICARE/MEDI-CAL STATISTICS

AREA 23 HOSPITALS NOT DELEGATED FQR CONCURRENT REYIEW

DISCHARGES, REFERRALS, DENIALS - JUNE, 1979
DATA SOURCE: HOSPITAL CENSUS AND_PSRO DATA

HOSPITAL ¢ MEDICARE MEDI-CAL

Approx. 1 [} # Adm. # C.S. Approx. # # Adm. #C.S.

Discharges Referred Denials Denials Discharges  Referred Denials Denials
002 13 L | 0 1 0 2 0 0
003 40 5 4 0 28 3 1 0
004 48 9 2 6 40 9 1 0
008 35 1 G 0 4 0 0 0
009 73 2 (7} 0 72 7 0 1
015 122 10 0 3 279 39 n 4
017 48 4 1 1 99 23 5 1
08 119 32 10 6 452 148 23 52
019 117 15 1 5 51 30 1 10
021 47 1 1 0 40 3 1 0
022 1 0 0 0 21 2 0 0
026 70 6 1 1 50 15 3 1
028 ° 72 9 0 2 m 6 0 1
029 104 7 0 4 147 8 2 1
033 16 1 1 ] 33 3 1 0
038 61 14 2 4 17 1 0 0

SUMMARY :
MEDICARE MEDI-CAL

986 TOTAL DISCHARGES

- 17 (11.87%) Referrals

23 ( 2.23%) Admission Denials
33 ( 3.35%) Continued Stay Denials

1444 TOTAL DISCHARGES

299 (20.71%) Referrals

49 g 3.392€ Admission Denials

71 { 4.92%) Continved Stay .3
Denials



< o MEDI-CAL STATISTICS
PSRO AREA 23 HOSPITALS NOT DELEGATED FOR CONCURRENT REVIEW

JUNE, 1979
’ DATA SOURCE: HOSPITAL CENSUS & PSRO DATA
HOSPITAL NUMBER CONCURRENT REVIEW TARs
Approx. # ! # Adm. # Continued [} 1 [}

Discharges Referred * Oenfals Stay Denials Approved Deferred Denfed

002 0 ' 2 0 0 0 1 0
003 28 3 1 0 4 1 2
004 40 9 1 0 4 3 0
008 4 0 0 0 1 1 0
009 2 7 0 1 27 3 3
015 279 39 1 4 51 6 1
017 99 . 23 5 1 2 3 0
018 452 148 23 52 0 0 0
019 51 30 1 10 A 0 0
021 4 3 1 0 15 2 2
022 21 2 0 0 7 1 1
026 50 15 3 1 28 6 3

- 028 m 6 0 1 n 0 ]
029 147 8 2 1 26 9 H
033 33 3 1 0 4 0 0
038 17 1 0 0 7 S 0
SUMMARY: Concurrent Review

1444 Total Discharges (20.71% referred to Physicians) * By Coordinator to physiclan for
. 49 53.391 Admission Oenfals failure to meet screening criterfa.
71 (4.92%) Continued Stay Denials -
TAR Processing

287 Total TARs processed (191 approved, 18 denfed)
3 Consultations requested ( 3 completed)

ME/by
712079

16
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23840 HAWTHORNE BOULEVARD

B . SUITE 100
TORRANCE, CALIFORMIA 90505
(213} 378.2248
T0: Administrator o . T v
Chief of Staff ' - : L P )
.U.R. Chairman K T e B
All Partially Delegated Hospitals )
FROM: “John M. Wasserman, M.D., Executive Medical Director'$X
DATE: April 30, 1979 -
SUBJECT: -~ TAR Procedure

Enclosed pl‘ease find a memo dated March 13, 1979 which states that a
Treatment Authorization Request {TAR) must be submitted to the PSRO by
the physician performing the elective surgical procedure.

We have had inquiries regarding this procedure and it appears some of
the PSRO Area 23 attending physicians are not aware of this policy. We
have sent you this memo as a reminder and hope you will make all your
physicians aware of this policy.

JH1: CHG : pb
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23840 HAWTHORNE BOULEVARD
SUITE 100

TORRANCE, CALIFORNIA 90505
1213) 378-2248

June 21, 1979

Assistant Maniger - Medical Dept.

Dear

PSRO Arez 23 has requested ‘removal of waiver for several hospitals in the’

area. We would like to confirm the effectiveness of this process by validating
several payment certifications, 1453 billings and payments. We would
appreciate copies of the certification and Medicare claim on the folloving
patient(s} at your convenience,

Provider - 8enef{c1a_rx H.1.4 Dates of Stay
05-0212
. 4723 - §/25/719
05-0212 ’
- 4116 - 417779
05-0376 '
4723 - 4/24/79
05-0376
4/20 - 4/26/79
Sincerely,
L lere .
Vicki M. Nishioka, R.N.B.S.
Review Manager
Y¥N: pb

BEST COPY AVAILABLE

53-461 0 - 79 = 7
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23840 HAWTHORNE BOULEVARD

SUITE 100 :

TORRANCE, CALIFORNIA 9050
(213] 378-2248 ‘

June 20, 1979

Medical Director

Dear

We have previously discussed the problem of- surgical delays at .

Hospital which have resulted in removal of waiver of:11ability for days denied
under the Medicare program. The addition of Medi-Cal patients 'to the review system
on My 1, 1979, has magnified the problem. In some cases, surgical delays may have
an impact on quality of care. A potential for patfent harm exists in any delay
of non-elective procedures. The following cases are examples of possible quality
-problems arising out of these delays. . .

HH 876716 - Admitted 5/30/79 with fracture dislocation of left humerus. Open
reduction cancelled on 6/1/79 and 6/3/79 due to lack of operating
room time. Surgery ultimately performed 6/5/79. : '

HH 875173 - Open fracture and dislocation ring and little fingers with tendon
avuision left hand admitted 5/18/79. Surgical closure with split -
thickness graft on 5/23/79, after a false start to surgery on 5/22/79.

HH 842186 -~ Admitted 5/24/79 for electh;e knee amputatfion, 'Surger'y cancelled due
to lack of equipment after induction of anesthesfa. The patfent was
discharged 5/26/79 for readmissfon at a later date.

HH 864351 - Admitted 5/22/79 for repair of Medial Meniscus Tear. Surgery cancelled
5/23/79 due to lack of operating room time. ;

. HH 592473 - Admitted 5/4/79 with foreign body in hand. Surgery cancelled due to
. schedule overload until 5/7/79. ’ ’

Each of these cases resulted fn a denial payment for one to six days due to these

delays. In addition, so .
medical condition. me of Fhes'e delays may have adversely_ affected the-patients

While we recognize the unpredictability of patfent flow, it would appear that

the cost of approgriate allocation of resources by the :

would be matched by diminished certification denials, improved reimbursement
" and favorable impact on the quality of care. -

John M. Wasserman, MD
Medical Director

JIMi: pb

cc:
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23840 HAWTHORNE BOULEVARD
I SUITE 100
’ v TORRANCE, CALIFORNIA 90505
(213) 3782248

June 21, 1979

L A
I'. R..Chairman
.. JHospital

oA

Dear Dr. . f

The PSRO Hospital Care Evaluation Committee reviewed your hospital's
monitoring reports for the past six months at their June 20, 1979
meeting. The report included 180 cases monitored by the PSRO Review
Coordinator and 20 cases reviewed by a Physician Advisor. :

The Committee noted that an effective utilization review system continues .
at Hospital. No major problems or trends are evident. The

PSRO staff was directed to continue monitoring, and the next physician

site visit will occur in about six (6) months.

cerely, * : §

John M. Wasserman, M.D.
Medical Director

JIN/CMG/by -

cc: 70— MD, - Chief of Staff
.ol "7 Administrator

BEST COPY AVAILABLE
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23840 HAWTHORNE BOULEVARD
SUITE 100

TORRANGE, CALIFORNIA 90505
1213) 378-2248

June 22, 1979

M.,

Dear Dr.

Section 1160 6f Title XI of the Social Security Act obligates each physician
who provides services or other ftems for which ﬁayment m‘\{ be made by the
- ~Medicare, Medicaid, or Maternal and Child Health or Crippled Children Service
_ '‘programs to ensure that such services or items ordered, authorized, directed
or arranged for will be: . : ' . .

1) Provided only when and to the extent, medically nécessary; and

2) Of a quality which meets prbfessiona‘l 1y recognized standards of
health including those standards utilized by the PSRO; and

3) Supported by evidence of medical necessity and quality in the form
and fashion and at such times as the PSRO requires in the exercise
of his dutfes and obligations., :

Because of the high incidence of referrals of your Medicare cases to the PSRO
Physician Advisors from January, 1978 to June, 1979, a number of your cases :
were reviewed at the June 20, 1979, meeting of the PSRO Hospital Care Evaluation
Committee. The PSRO data {ndicates that of your 120 Medicare admissions fn

this time period, 100 of the cases were referred with only 50 cases receiving
certification of medical necessity. PSRO Area 23 shall continue reviewing

your patterns of care. : o :

The possible findings of such a review could include the following:
1) Over-utilization of services or ftems;

2) Excessive utilization of fnpatfent facilities at an inappropriate level
of care when other facilities at an appropriate level are availabdle;
3) Inadequate documentation of the necessity and quality of care;

4) Inferfor quality of services or 1tems being provided. -
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If no significant improvement {s noted, PSRO Area 23 has the authority to remove
the Waiver of Liabil{ty status from the facility (fes) utilized and/or to

impose 100% Pre-Adnissfon Certification on any provider, facility, diagnosis (es)
or procedure {s) that appear to establish a pattern of a failure to meet
established local standards 6f quality of care. Beyond this point, the PSRO 1s
obligated to recommend to the Secretary of DHEW appropriate sanctions. The
current PSRO and DHEW Sanction policy fs available for inspection at the PSRO,
office. Additionally, under the terms of the recently enacted PL 95-142, the
Medicare-Medicaid Fraud and Abuse Amendments, the PSRO is also under the .
obligation of reporting suspected cases of fraud or abuse of the Medicaid program
or beneficiaries to the State of California Board of Medical Quality Assurance.

We want you to be aware of these procedures and your due process rights under
PL 92-603. Please contact this office if you wish any available.information.

Sincerely,

{ J ; . .-

Q&u‘, AN .
J& n M. Wasserman, M.D. )
Exe

cutive Medical Director ‘
IMM: CMG: pb
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‘<. X1
Ca/i%mia p SRO Area 23
2 professional dards review organirati
- - 23840 HAWTHORNE BOULEVARD
.- SUSTE 100 i
. TORRANCE, CALIFORNIA 90505
e . (213) 378-2248
June 21, 1979
Chief of Staff - -~
N Hospital

Dear Or,

The PSRO Hospita) Care Evaluatfon Committee reviewed your hospital's

Waiver of Liability Status at their June 20, 1979 meeting. The report
included the pattern of care statistics from ~ Hospital

from March through May, 1979. o oL

The committee was pleased to note your obvious efforts to lower your denfal
rate. Improvement was noticed particularly in May, 1979. Unfortunately,
admissfon denials during this same period have fncreased and are still
considered at an unacceptable level. Based on this information the Hospital
Care Evaluation Committee has determined to continue your off wafver .
status with the next review scheduled for September, 1979,

P,
Jofin M. Wasserman, M.D.

Executive Medical Director
JMA: CMG: pb

Sincerely

cc: Mr. Administrator
Utilization Review Chafrman

X1v
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Caﬂ%rm'a /0 S/? O ./4raa 23 -
8 professional standards review orgsnizstion
. ) 23840 HAWTHORNE BOULEVARD
- SUITE 100 :
TOARANCE, CALIFORNIA 90505
(213) 3782248
.
Dear : - -

The following {nformation was developed as a result of our experience
with your hospital during the month of , 1979, for Medicare
and Medi-Cal admissfons.

cases were denfed certificates of medical necessity due to a lack
of documentation which would substantiate admission and/or continued
stay in the acute hospital setting. Of these, resulted in the
.issuancc of Termination of Benefits notices, while denfed
further stay but discharged prior to receiving notification.
Please refer to the reverse side of this letter for detailed
fnformation of the statistics. ’

He would hope that medical staff activity could influence these
physicians, particularly the ones involved fn numbers of cases, to
improve their chart documentation in order to assist your hospital
towards future delegation.

Sincerely,

John M. Wasserman, M.D.
#iedical Director

JHe: § )

cc: Chief of Staff
Adninistgator
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Ctfrie PSRO My 25

v 23840 HAWTHORNE BOULEVARD
Co - SUITE100
TORRANCE, CALIFORNIA 90505
(213} 378-2248

Dear Doctor

We have advised
that his patient .
will require a second opinfon consultation regirding

Further action by PSRO Area 23 on this Treatment Authorization
Request will await receipt of a copy of your consultation at
the PSRO office.

We are permitted to authorize a consultation fee of up to

for this service. Any services rendered should be billed to
Medi-Cal with the appropriate RYS codes and proof of eligibiifty.
The Uniform Claim Form (C-4359) ‘should be used for this billing.
Sincerely,

John M. Wasserman, M.D.
Medical Director

JMM:dp

> Enc:l
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23840 HAWTHORNE SBOULEVARD

SUITE 100

TORRANCE, CALIFORNIA 90505
 f213) 3782248

- a .

Dear

Your Treatment Authorizatfon Request for
has been received in this office.

The agreement between PSRO Area 23 and the State s such that
we are obliged to sample by consuTtation the cases submitted
with Treatment Authorization Requests.

This case has been selected for random consultation, and the
consultation fee will be paid by the State of Californfa by
request of PSRO Area 23.

Yle therefore request the above patient be advised that before
3 Treatment Authorfization Request is approved, a consultation
with:

be performed. Following receipt of a report from the consulting
physician, the Treatment Authorization Request will be acted upon.

Sincerely,

'

John M. Wasserman, M.D.
Medical Director

Mz 5
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CERTIFIED MAIL 23340 HAWTHORNE BOULEVARD
Return 'Eece\pi Requested . SUITE 100 -
. ) ' ’ TORRANCE, CALIFORNIA 90505
November 28, 1977 <7 - (133782248 o
M.D.
‘Dear Doctor

* Please be advised that, pursuant to your explicit request not to be notified by
reviewing physictfans from the PSRO, as expressed in our telephone conversation on
November 22, 1977 concerning your patient the PSRO will no longer
be contacting you in reference to any of your cases under PSRO review. o
I wish you to know that by refusing to allow our Physician Advisors to contact you
to discuss cases that are being reviewed under the authority of PL 92-603, you have
vaived your initial due process rights. In so doing, you have relinquished your
participation in the initial determination process in the review of cases under your
care. . . : : T
Nevertheless, ! want you to be officially notified of your remaining due process
rights. In cases where an fnitial negative determination has been made with which
you disagree, you may request a formal reconsideration from the PSRO Peer Review
Committee. If you remain dissatisfied with their decision, you may appeal it to
the California Statewide Council, the Secretary of DHEW, and the Courts, in that
grder. Sgec{fic time frame and dollar amount requirements are available at the PSRO

rea 23 office. : .

1 might also advise you.that PSRO Area 23 has the authority to impose 100% pre-admissfon

certification on any provider, facility, diagnosis{es), or procedure(s) that appear

to establish a pattern of a failure to meet established local standards of quality of

care. Beyond this point, the PSRO {s obligated to recommend to the Secretary of DHEY

appropriate sanctions. The current PSRO and DHEW sanction policy s also available

for inspection at the PSRO office. Additionally, under the terms of the recently

enacted PL 95-142, the Medicare-Medicaid Fraud and Abuse Amendments, the PSRO {s

2150 under the obligation of reporting suspected cases of fraud or abuse of the

Kggu:are program or beneficiaries to the State of California Board of Medical Quality
urance. . :

We want you to be aware of these procedures and your due process rights under PL 92-6Q3.

If this letter does not accurately reflect your request to this offfce, or if you
wish to cooperate with the Physician Advisor at the initial determination level, = - :
please contact me at your earliest convenience. . : . ..

. anceré]y,' . W . A T
C}mw\,‘v S S

ohn M. Hasserman, M.D. ’ '

Medical Director ’ . Cowe

JH:pls )

cc: U.R. Chafrman,:
" ‘Administrator, : 1
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2 professionsl standards review ocganization

‘ . 23840 HAWTHORNE BOULEVARD
SUITE 100
- TORRANCE, CALIFORNIA 90505
(212) 378:2248

June 23, 1979

M.D.

Re: Pa'tlent -
Dear Dr.

" Your letter regarding the above patient was referred to our Hospital Care
Evaluatfon Committee at its meeting June 20th, and I have been directed by
the committee to comment on your letter.

The above patient was discharged from + Hospital on April 25,
1979 and admitted to the following day, April 26. It

was noted that you were the physician of record for both admissions. It was -
also noted that in the History and Physical written for the April 26 admission
by you there was a reference, “due to not having any of the patient's recent
medli(cal :ecords available, we are not able to know the extent of previous
workups. :

The committee directed me to draw to your attention the duplication of services
performed on the 2-admissions and found it rather remarkable that as the
physician of record on both admissfons,’you did not have available the rather
extensive diagnostic workup performed at the first admission. The committee
concluded that a cardiac consult performed on April 18 followed by another
cardiac consult on April 27; that a Yectocardiogram performed on April 21

vhich was interpreted to be normal following an.April 22 £KG with an echo
cardiogram on April 27; with an EKG on April 26 -- were duplicative with nothing
in the record to indicate the necessity for this duplication. It was also
noted that the brain scan done on April 20 was duplicated on April 27; that

the normal X-rays of chest done on April 20 were repeated on April 29; that the
YORL and FTA's which were positive produced no further comment. .

II have been directed to inform you that these duplications are contrary to the
ﬁidicare regulations and the committee requests a comment from you within 15
ys. .

The PSRO s oblfgated to refer such cases to appropriate agencies, and has
instructed our staff to review patterns of care for patients in Titles 18 and
19 programs in which you are thé physician of record.
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The "attendant denial of hospital days unfortunately produces a fiscal loss
to the hospital. through no fault of its own, and we would think ft should
be a matter of some concern to the hospital to see that ft {is not repeated.
In the event that you have some explanation to mitigate the conclusions
which the committee has reached as a result of reviewing these 2 admissions,
these comments should be fn this office no later than July 10, 1979.

Yery truly yours, 4/5—7
. Whoin—aN ~

ohn M. Wasserman, M.D.
Executive Medical Director

JMH: pb

3

o

*Referred to Program Integrity and State SUR Team.
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CONFIDENTIAL

23840 HAWTHORNE BOULEVARD
SUITE 100

TORRANCE, CALIFORNIA 90508
213} 378.2248

October §, 1978 , . : '
Sn—T

Hugh McWilliams .

Executive Secretary

PSR Statewide Council --
One California Street, #2810

San Francisco, California 94111

Dear Mr. McWilliams:

‘C)ag%rnifz- /9 32 O ,_/.4’.9“ 23

2ardards

Attached is a report of Hospital violatfons of obligations, under
Section 1160, Title XI of the Socia) Security Act (42 USC 1320 C-9),
which have been determined by PSRO Area 23 and 2 sanction recommendation
that the Hospital be excluded/terminated from the Medicare, Medicaid
(Medi-Cal}, and Maternal and Child Health or Crippled Children Service
programs. .

Please advise this office {f additional information or clarification
has been requested. .

hristopher P. Robson
Executive Director

Sincerely,

CPR:dcw
Enclosure
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, i
;YH(O' ChLIFORNIA ~ HMEALTH AND WELFARE ASENCY - EOMUND §. §ROWN M., Govwwner
DEPARTMENT OF HEALT:! SERVICES .
2)4;7¢a P STALRRY ’
SACRAMINTO, CA 93414 ’7
(516) 445-9166 Har 1y gy s, .

PSR
AREA 293

May &, 1979

John Wasserasn, M.D.

Medical Director

California PSKO Ares 2)

23840 Hawthorne Boulevard, Sufte 100
Torrance, CA 90505

Dear Doctor Wasserman:

We have seen 80 much paper flowing to us from your organization
recently that we thought Lt would be appropriste for us to acknowledge
the positive {nfluences you are having on the delivery of heslth care

- . ..- 1in your area and to express our spprecistion for the inncvarive
activities you have engaged in. We think it Ls obvious that your
organization {s dedicated to Improving the heslth care delivery system
and is not eatisfled with merely perpetuating ths status quo.

We would appreciate any advice you can give us on loopholas {n our
current system and, {f possible, recommendations on how they might be
corrected.

Thank you for your past cooperation. We sre looking forward to good
things from you tn the future. .

e Sincer

. Tom Heerhartxz, Chief
Field Services Section
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. . i 23840 HAWTHORNE BOULEVARD
s . SUITE 100

vl ) TORRANCE, CALIFORNIA 90505
July 11, 1979 . ) (213} 3782248

Mr. Hugh McWillfams

Executive Secretary

PSR Statewide Council . -
One California Street, #2810

San Francisco, Californfa 9411

Dear Mr. HcHﬂliains:

Attached s a report of practitioner violations of obligations under
Section 1160, Title XI, of the Social Security Act (42 USC 1320 C-9)
which have been determined by PSRO Area 23 and a sanctfon recommendation
that the practitioner be excluded/terminated from the Medicare, Medicatd
(Medi-Calg. and Maternal and Child Health or Crippled Children Service
programs.

Please advise this office if additional information or clarification
has been requested.

Sincerely, .

Dratd RW
Donald P. Balzano

Admin{strative Director
0PB: pb
Attachments
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STATEMENT OF G. W. EKLUND, M.D., ASSOCIATE MEDICAL DI-
RECTOR, MULTNOMAH FOUNDATION FOR MEDICAL CARE,
PORTLAND, OREG.; ACCOMPANIED BY PHILIP C. WALKER II,
EXECUTIVE DIRECTOR

Dr. EKLUND. Thank you for the opportunity to testify here on the
continued and adequate funding of PSRO. I am Dr. Eklund. I am a
practicing radiologist and associate medical director of the founda-
tion. Mr. Walker is our executive director. The Multnomah Foun-
dation for Medical Care Services as the PSRO in Multnomah Coun-
ty encompassing the greater Portland area.

You have had submitted a complete report of the foundation’s
program, structures, performance records, and supporting statis-
tics. And I will not bore you with this. I would like to make a few
comments that I hope will provide a framework to put some of that
into perspective.

The Multhomah Foundation for Medical Care has participated in
the full spectrum of activities which the original PSRO concept

rceived as potential areas which we would impact. We have
identified - those areas which are cost effective and we have also
identified some areas which are not cost effective. We have proof or
ability to impact both on cost containment and quality assurance.
We have identified innovative mechanisms for improving the effec-
tiveness of the PSRO effort together with cost-saving techniques
that have resulted in a highly efficient and cost-effective operation
proving that PSRO can be responsible in the management of its
International affairs as well as meeting its objectives.

The Multnomah Foundation for Medical Care was on the thresh-
old of expanding into new areas where a significant impact on cost
containment was anticipated. The major decrease in Federal fund-
inf has comEromised this.

would like to tell you a few things about what I think PSRO is
and what PSRO is not. First, to the Federal Government and the
third-party payers, the PSRO is the most efficient means for identi-
fying and dealing with matters of cost containment and qualit
assurance. PSRO is the best means to maintain the highly techni-
cal monitoring process that is being required for a very raYidly
expanding science. And finally, to the Government, PSRO, 1 believe
the record will show, is a proven product.

To the patient PSRO is the greatest advocate he has ever had to
address matters of quality care. PSRO is the best insurance he has
ever had against either willful or coincidental disinterest in spend-
ing of his health care dollar. .

And, to the physician, PSRO is the most effective mechanism to
cerltify his accountability in matters of quality care and cost con-
trol.

PSRO is an accepted and respected device capable of meeting his
needs to evaluate the efficiency of practice patterns and to impact
on efforts to modify suboptimal patterns of patient care.

Testimony has already been offered to support this from some of
the other s ers. :
And to the physician, PSRO is also the most palatable method of

accountability. )

To the hospital, PSRO is a credible and an efficient means of
meeting its responsibilities to show accountability in delivery of
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cost-effective (}uality medical care. And PSRO is something else to
-the hospital. It is a very welcome mechanism to identify and to
deal with problem areas in medical care delivery that up to now
have been very inefficiently dealt with.

PSRO is not a few things. Among them PSRO is not as inherent-
ly vulnerable to political influence as the HSA and it is not impo-
tent to affect responsible utilization of new facilities and new
equipment. Once that equipment is installed, whether with the
certificate of need or without a certificate of need. It is not a
regulator‘\; body responsible to make complex, highly technical deci-
sions without the essential professional expertise required to un-
derstand these issues let alone their long-term impact of effect.
And that is fre%uently the case with the HSA.

It is inherently not an adversary to the physician, to the patient,
or to the hospital. In short, there is no mechanism today better
acceﬂtedll))g all {)arties concerned with medical care cost and qual-
ity than PSRO. It has worked, it will continue to work, but it needs
your support if it is going to realize its full potential.

PSRO is inherently designed to reward all who support it and all
who survived by it. And, Senator, that is worth a lot. Thank you
very much.

Senator TALMADGE. Thank you very much, Doctor, for a very fine
statement. Senator Packwood, your distinguished Senator from Or-
egon who is a member of the Finance Committee, would like you to
answer two questions, Dr. Eklund. The first question is—do you
believe that PSRO’s can be effective in long-term care review?

Dr. EKLUND. Yes, sir, I believe they can. I think we have already
demonstrated the potential effect. I do not think we have realized
all of the possibilities that may come from long-term care review
but we are already impacting in that area at the present time.

Senator TALMADGE. The second question is—have you found
roadblocks in attempting to achieve this goal?

Dr. EXLuNnpD. In long-term care?

Senator TALMADGE. In peer review.

Dr. ExLunD. In peer review, yes. Of course, it is funding support.
I think we have had some difficulty defining exactly what our
responsibilities are or what our authority is to take action against
certain individuals or hospitals where there has been an identified
deficiency. This is becoming more clear as PSRO’s around the
country are coming to gripes with it.

I think one of the problems we still have today is the fact that
we can retrospectively deny payment to a hospital for the services
performed by an inappropriate admission or inappropriate use of

"7 the hospital. But that does not impact on the physician, it only
impacts on the patient in the hospital.
nator TALMADGE. To what extent have you had the support of
the physicians and the hospital administrators?

Dr. ExLunp. We have had exceptional support in Multnomah
County. Of the 1,600 physicians, we have, I think, 1,200 or 1,300 of

- them that are actually members of the Multnomah Foundation for
Medical Care. We have had excellent sugeport from all but two
hospitals. Those hospitals have chosen to be nondelegated. One of
the hospitals has recently had its waiver liability lifted in and
effort to deal with some problems that we were unable to solve or
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to get the hospital to solve. They are now in a position to request
reconsideration of that position.

At the other hospital, we are seeing significant chanﬁes by find-
ing new physicians on the staff with whom we can deal and bring
about some of the changes that we have attempted.

Senator TALMADGE. Thank you, Doctor.

[The prepared statement of Dr. Eklund follows:]
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TESTIMONY SUBMITTED
to the

SENATE COMMITTEE ON FINANCE

by
MULTNOMAH FOUNDATION FOR MEDICAL CARE
IN SUPPORT OF

CONTINUED PSRO BUDGET APPROPRIATIONS

‘Introduction

The representatives of Multnomah Foundation for Medical Care (MFMC) are
pleased to be offered the opportunity to present the following written testimony

to the Senate Finance Committee as part of their deliberations on the subject

of Professional Standards Review Organizations (PSRO). Multnomah Foundation
for Medical Care, representing 1300 physicians in Multnomah County, presents
this testimony in support of continued and adequate funding of the PSRO program.
The review of medical care has been taking place in Portland, Oregon since 1972,
prior to the implementation of the federally mandated PSRO program. The
Foundation is pleased to be among the first organizations to receive PSRO finan-
cial support in 1974,

Under the auspices of the PSRO contract, the Foundation has been involved in

the following activities: (1) implementation of acute care review on a concurrent
basis in all of the area's hospitals; (2) implementation of concurrent review in

all of the skilled nursing facilities located within the county; and (3) demonstration
projects including the testing of more efficient and economical data systems, the
evaluation of skilled nursing facility review, and an ambulatory demonstration
project, all in conjunction with the Department of Health, Education, and Welfare.

As part of PSRO review, Multnomah Foundation for Medical Care, for a period
of five years, performed concurrent review of each Medicare/Medicaid patient
admitted to the hospitals and skilled facilities within the county, The results of
this activity will be discussed later in this report,

In carrying out the charges of PSRO review, the Foundation has also implemented
a sophisticated, low-cost, elfective method of performing profile analysis of

health care indicators in order to provide guidance to the review system operations.
Along with concurrent review, the Foundation and the community of hospitals have
achieved 100% implementation of valid, efficient medical care evaluation studies,
These studies are topic specific and are done either by individual hospitals or on

an area-wide basis addressing specific known problems in health care delivery
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within the county, After five years of operating the above system, the Foundation
for Medical Care has recently achieved a less costly system than that initially
implemented in 1974 under PSRO review. By applying the resources in a man-
ner which identifies specific problems within the community's health care delivery
system, it has been determined that concurrent review of each patient's medical
record is no longer economically justifiable and that the resulting benefit of this
100% review s less than the cost of operating this system. In the place of a con-
cur:‘ent review system, the hospitals of Multnomah County are currently address-
ing only topics which have shown variances through profile analysis or have been
identified as variant from other resources outside the county. This system is
currently operating in a very economical manner, expending resources only on
the investigation of topics when there is some indication of a continued opportunity
for impact., . .

The Results of MFMC Review to Date

The effects of utilization control and the resulting cost containment of PSRO re-
view in Multnomah County were evident almost immediately after implementation
of the review process, The Department of Health, Education, and Welfare's
project assessment, published by the Health Care Financing Administration,
August 1, 1978, under the title of "PSRO Performance Assessment Report --
Multnomah Foundation for Medical Care, " shows that in 1974 the average length
of stay for the Medicare populatioa in Multnomah County was 11 days compared
to a U.S, average of 11,6 days. A short two years after implementation of PSRO
in Multnomah County, the length of stay was 9,6 compared to a U.S, average of
11. 1, Multnomah Foundation for Medical Care recognizes that it cannot take
credit for all the decrease in length of stay., However, two additional studies
performed by outside agencies appeared to validate that a major portion of this
decrease was attributable to PSRO review. The [irst of the validation studies
was done by your own General Accounting Office (GAO) in its 1977 analysis re-
sulting in the publication by the Comptroller General of the United States entitled,
Problems with Evaluation of the Cost Effectiveness of Professional Standards
Review Organization, published July 19, 1979. In this study, the GAO validated
a study report published by the Multnomah Foundation for Medical Care which
looked at the initial effects of PSRO review in Multnomah County, While there
were some adjustments in the figures used in the study, the trend in decrease
seen in the Medicare and Medicaid populations was significant and tended to
validate that decreases were significant in Multnomah County. The result of the
General Accounting Office study showed an adjusted estimate of savings of approx-
imately $5, 400, 000,

The second study, which tended to validate the significant decreases in length of
stay since the initial implemention period of PSRO in Multnomah County, was

the PSRO 1978 Program Evaluation, published by the Department of Health,
Education, and Welfare in January, 1979, The results of their utilization review
study showed Multnomah County area's days of care to have decreased 11, 36% with
5.1% directly attributable to the PSRO. This impact placed Multnomah Foundation
for Medizal Care l1th in the national ranking of PSROs in terms of its effect on
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utilization. With this, we are pleased to note that the top ten included only

one western area (traditionally low utilization rate). The rest of the top ten
principally were high utilization areas including New York, Connecticut,
Maryland, and populous areas of Californfa. Another portion of the same study
by DHEW on the 1378 program evaluation concerned itself with the benefit-

cost indices of PSRO review and its effect on length of stay., Multnomah County
ranked 13th nationally in the number of total days saved and 7th in terms of the
cost-benefit ratio with a 2. 56 figure assigned to Multnomah County.

Results such as these clearly indicate promising effectiveness of the PSRO
program when implemented in an efficient manner. The above results are only
a small portion of the impact a community-based peer review system can have
in a community. Results of the effectiveness of review in the future, however,
will be on a smaller scale than affecting utilization rates for total populations.
These smaller focused studies, however, not only continue to demonstrate the
effects of utilization control but also the results of studies performed in assess-
ing and improving the quality of medical care being delivered to the federally
financed patient. Currently, many studies such as this are being performed in
the metropolitan Portland area under the auspices of PSRO through the Multno-
mah Foundation for Medical Care. Many of the studies are specific to individual
hospitals, other studies are performed on an area-wide basis in attempts either
to validate a specific cause of a problem or in other cases to address problems
which are community-wide and not specific to any individual hospital.

The PSRO program has also provided the opportunity for the development of
true community based professional review of the health care profession. It is
our opinion that without the guidance and the charge given to organizations re-
ceiving PSRO designation, the concepts of an integrated and acceptable review
nucleus would not have developed. The Multnomah Foundation for Medical Care
can today be considered & mature organization identified by the community and
looked to by the practitioners of health care in the community as the focus of
peer review within Multnomah County., The organization is effectively serving
ag liaison between medicine and other health care practitioners in developing
methods of assessing health care as well as defining responsibility of each of
the professions, We have become the focal point for peer review actlvity
between the health care providers and the insurance industry. We have become
the third party interested in patient care and the acceptability and cost of patient
care, playing a major role as patient advocate as opposed to representing either
the insurance industry or the health care industry,

A Look Back to the Obstacles and Difficulties of Developing into an Effective
Review Organijzation

The challenges of developing a community-based peer review system have been
great. Obstacles faced have ranged from local apathy of the medical profession
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to difficulties and problems experienced with any federal program. lnitially
most of the obstacles faced in developing an organization such as Multnomah
Foundation were local. There was disinterest by physicians, hospitals, and by
patients. Al of these contributed to making a review organization a friend of

no one and required us to sell the concepts and philosophies to all populations
which would be involved in peer review, Alter nearly six years, many of these
obstacles have been overcome, Recently hospitals have looked to the Foundation
for guidance and education in methods of performing and developing quality
assurance programs., The physician support of peer review has grown signifi-
cantly in the recent past. While there will be continuation of apathy in the medi-
cal and health care professions concerning the need for peer review, each year
additional members enroll as participating physicians in the peer review program,
" It is our opinion that the slowest sell has been that of the public. It is their
recognition that i{s so necessary to assure support of the PSRO, However, it
appears that thizs population sees the least need for peer review to take place,
Much of this feeling, we feel, comes from the fact that their health care is paid
for either by the federal government or by private insurance; consequently, it
is usually not an out-of-pocket expense, compounded by the fact that very rarely
is the medical care so poor that it is life-threatening to the individual, Many

of our activities in the past year have been directed toward educating the public
as to what peer review does and how it can and does benefit the individual.

Most of our educational efforts have been through the use of radio, television,
and the printed media. We feel that this is anh esgential step in the selling of
peer review to the public.

The selling of peer review to the community has been compounded in difficulty
by the fact that to be an efficient and effective peer review mechanism, certain
confidences of practitioners must be respected until the desired results have
been achieved, Attempting to balance confidentiality and the public's need to
know makes it very difficult to meet the charges of the organization as well as
public education,

Most of our difficuities (classifying these as different from obstacles) have been
with the administration of the PSRO program by DHEW. The standard boiler-
plate difficulty is that which the reader has heard many times--that of the red
tape involved in participating and receiving federal dollars to perform an activity.
Today, the major difficulty we face is that of inadequate funding for the first

time since Multnomah Foundation has been contracting with the department. We
recognize that when Congress limited the amount of dollars to be spent on the
PSRO program, that it was time to take such action, Multnomah Foundation for
Medical Care was prepared at that time and has achieved modifications of the
review system to make it more efficient and economical, However, the drastic
cut in the dollars available to perform PSRO has curtailed and slowed down the
activities leading to results which the organization is capable of achieveing. The
curtailment of the federal dollars available to Multnomah Foundation has also
limited the ability to expand peer review into settings which are necessary and
beneficial to the federally-financed patient and to the federal paying agency. After
negotiating with the State of Oregon for three years in attempting to expand into
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intermediate care review, we are being prevented from expanding into this
area by lack of federal dollars. In the acute care setting itself, our mdjor
focus, the lack of federal support dictates that we study a few problems
annually and solve a few problems in health care delivery annually rather than
addressing the majority of the problems which do exist in the delivery of health
care, This action slows down the effects and the impact that Congress will be
able to see on an annual basis., At the same time, we are pleased to see the
Department begin to take steps that Multnomah Foundation for Medical Care
feels imperative in this time of limited funds to do a very large job. We feel
it imperative that the Department continue to evaluate stringently those PSROs
that are not performing in a competent manner, closing down or withdrawing
financial support from those which are doing a substandard job. At the same
time, we strongly support the concegt of PSRO area integration, combining
two, three, and four small PSROs into a larger area which may decrease the
administrative costs involved in the peer review program,

One of the major difficulties that we have had with the administration over the

past five years has been the inability of the federal program to define how a

PSRO moves from conditional status to fully operational status. Annuslly, the
Multnomah Foundation for Medical Care has requested full designation., This

was at least considered during 1978. However, within the Health Care Financing
Administration there was not agreement among the staff ag to what full designation
involves, whether it means the criteria to determine designation should be
minimal criteria or optimal criteria. This is an important difference and to be
applied from & national level, we, being experienced in criteria application, can
see no other choice but for it to be a minimal standard. The criterial elements
which are contained in the law ask the questions, is the PSRO doing PSRO acute
care review, is it in long term care review, does it have a policy to review ancil-
lary services, does the Board structure meet with the federal guidelines, etc.,
etc. We feel it a strong detriment to the PSRO program thet organizations
serving as PSROs have not been designated as fully operational when the new,
fledgling organizations in many parts of the country called Health Systems Agencies
are moving rapidly from planning to conditional to fully designated organizations,

Another difficulty that the PSRO program nationally has experienced is that of
decentralization of control of the program. In the early years of PSRO when it
was managed from the central Bureau of Quality Assurance, answers to questions
were uniform regardless of which PSRO wsas calling and asking & question, We
have a significant change in this since the time the decentralization of the program
has taken place, with one organization calling its region for guidance and getting
onw answer and another organization calling its different region and getting a
totally different answer. This makes it very hard for the almost 200 organizations
attempting to operate nationally to operate in an effective, uniform manner. The
decision to move the Health Care Financing Administration from Rockville to
Baltimore, Maryland also set the program back probably 12-24 months caused

by the loss of trained, educated and experienced federal employees who were in-
volved in the program at the Rockville, Maryland location. We are faced today
with new staff at the federal level who {n many cases have had little or no experience
in the PSRO program,



117

Areas Where Future Impacts May Still be Expected From the PSRO Program

Earlier in this testimony, Multnomah Foundation for Medical Care spoke of its
achievements which have been accomplished in the past. Now we would like to
turn to the future for both Multnomah Foundation for Medical Care and our
perceptions of the PSRO program as a whole, We feel that Congress can expect
to see decreased gross utilization patterns in ceratin parts of the country,
Currently we are beginning to work with the Baltimore City PSRO in comparing
utilization figures between two metropolitan areas, one on the west coast and
one on the east coast. This is being done as an attempt to start addressing the
questions as to why utilization rates vary so much from coast to coast in this
nation. We hope that this activity will lead to similar activity in different sites
of the country.

Locally we see continued impact being made which will affect the quality and the
cost of medical care to the federal beneficiary., On an area-wide basis, we are
evaluating and reviewing the surgical rate evident in Multnomah County since

this area has a significantly higher surgical rate per 1000 insured than the nation
as a whole, Many of the studies we are currently performing address ancillary
servie#s and the need for admission testing by hospitals which may in some cases
be duplicative (this includes the need for routine laboratory work). We are look-
ing at the need for admission to the hospital for certain procedures; the concept
of surgi-centers and outpatient day surgery centers become mare and more
appealing as the cost of health care continues to escalate, There is still significant
work to be done in the discharge planning process in Multnomah County--assisting
in the early identification of patients for whom discharge planning is going to be
necessary, and assuring that this is begun in such a manner that the patient does
not stay in the hospital an extra day or two waiting for placement decisions to

be made.

The PSRO program cannot be looked at as the total solution for the costs and
quality of health care, Federal, State, and local regulation must provide the
guidance necessary to assure that all organizations involved in health do not
work against the other. At a time when the technological advances in medicine
are accelerating at phenominal rates, we should be making every effort to assure
cost effectiveness and quality assurance methods. The illogical and frequently
political application of restraints imposed by the certificate of need process is
in many cases inflationary., It has resulted in enormous added cost to the pro-
cess of building and equipment acquisition, replacement or upgrading. Once
granted, the certificate of need does nothing to assure the appropriateness of
utilization or cost containment measures or identification of abuses,

The PSRO concept has proven to be highly effective in certain areas where leader-
ship and administration have accepted their responsibility and diligently pursued
the challenge to impact on both'cost containment and quality assurance. Multnomah
Foundation for Medical Care is exemplary,

The proliferation of Computerized Axial Tomography (CT) units throughout the
country has generated an enormous amount of attention. The use of the certificate
of need process to control its use and abuse