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IMPLEMENTATION OF PSRO LEGISLATION

WEDNESDAY, MAY 8, 1874

U.S. SENATE,
SuBcOMMITTEE ON HEALTH,
oF THE COMMTITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 2221,
Dirksen Senate Office Building, Senator Herman E. Talmadge,
presiding.

Present: Senators Loong (chairman of the full committee), Tal-
madge, Bennett, Curtis, Hansen, Dole. :

OPENING STATEMENT OF SENATOR TALMADGE

Senator TaLmapce. The committee wil. please come to order.

Today the Subcommittee on Health begins 2 days of hearings to
ovaluate the status of implementation of the professional standards
review organization legislation.

_The professional standards review organization legislation was de-
signed to afford practicing physicians at local levels an opportunity
on a voluntary and publicly accountable basis to undertake review of
the medical necessity and quality of care provided under the $25
billion medicare and medicaid programs. The intent was to substitute
responsible, comprehensive, and professional review by the com-
munity of physicians in an area for the hit-or-miss review which
had heretofore been provided in a less-than-effective fashion by the
Government and insurance company personnel.

Effective professional review is vital to the existing medicare and
medicaid programs and will be a key element in any national health
insurance program. As a matter of fact, virtually all of the national

- health insurance proposals contain the professional standards review

'orﬁanization provision. Given the significance of professional stand-
ards review organization, it is important that we move promptly in
implementing the statute so as to establish an effective base for public
accountability which would bring changes which may be necessary
at some times in the professional standards review organization pro-
gram.

We have no time for stalling or dilatory tactics.

As T have said, we must establish a review of the quality of services
provided under medicare and medicaid.

At the outset T want to point out these hearings are not legislative.
They are oversight hearings.

(1)
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I want to stress that due to the lar%e number of public witnesses, the
10-minute rule on presentation of oral statements by any or all organi-
zations will be strictly applied. Full texts of any witnesses’ state-
ments will be included, of course, in the printed transcript.

My distinguished colleague, the Senator from Utah, who is the
ranking minority member of this committee, is here. He is the author
of }:he professional standards review organization statute, and I yield
to him. )

OPENING STATEMENT OF SENATOR BENNETT

Senator BENNETT. Thank you very much, Mr. Chairman.

I am certainly pleased these hearings on professional standards re-
view orﬁanization implementation are being held. They will provide
an excellent opportunity to establish a balanced record of what the
professional standards review organization is and what it is not. They
will provide an _opportunity to correct the multiplicity of distortions
which often deliberately have been disseminated by those who often
should and often do know better.

More importantly, this hearing will provide an opportunity to
detail the progress to date by those many physicians and physician
organizations which have been engaged in an effort to make the profes-
sional standards review organization a reality. This is an opportunity
to hear from those responsible as well as perhaps some irresponsible
elements of American medicine. It is an opportunity to point out that
the professional standards review concept i8 benefiting from the ac-
tive interest and supportive efforts of many of the medical special
societies as well as the organizations of practitioners in the several
professional standards review organization areas.

We have a long list of witnesses and I will, of course, as the father
of the professional standards review organization statute, have a fair
amount to say during the balance of the hearing.

Before T close, however, I should like to point out that as of the end
of April more than 100 organizations of physicians have applied for
professional standards review organization planning grants. At least
14 medical organizations have applied for conditional professional
standards review organization operating status and an additional 17
requests for proposals to establish statewide professional standards
review organization support centers have been received.

The professional standards review organization concept is rapidly
on its way to becoming & reality in 46 States plus the District of Co-
lumbia and Puerto Rico, from which these applicatioms came. This
means that there are only four States in the Nation that have not been
re};resented in the applications received to date.

am particularly pleased that my own State of Utah, which has 8o
often led the way, has been formally announced as the first profes-
sional standards review organization designate. In anticipation, the
Utah physicians have been operating a professional standards review
organization prototype for more than 1 year, and tomorrow we will
hear from Dr. Allan %elson, another key leader of Utah’s effort who
can share with us the actual experience of actually operating a profes-
sional standards review organization, even though it is not officially
designated. -
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I thank ’yi‘ou very much for this opportunity, Mr. Chairman.
Senator TaLyapge. The chairman of our fuil committee is with us
and he has a statement.

OPENING STATEMENT OF SENATOR LoONG

The CaarmaN. Mr. Chairman, I look forward to hearing the testi-
mony over the next 2 days at these hearings on the implementation of
the ﬁrofessional standards review organization program.

The issue of who will review the medical care provided under the
Federal health programs and how that review will be carried out
is a very important one. This committee, under the leadership of
Senator Bennett, tried to work out a review mechanism which would
assure that physicians, in a properly accountable fashion, would have
the opportunity to perform the review, if they preferred to assume
that responsibility. )

We will hear over the next 2 days from a large number of medical
organizations, some of whom I understand support the professional
standards review organization provision and others who object to it.
I would hope that with all of the testimony from these organizations
on the record, all of us, physicians and legislators alike, will be in a
better position to assess the implementation of this program, as well
as the various alternatives.

Thank you very much.

Senator TaLMapes. Thank you.

Senator Ribicoff has a statement and an article he would like to have
appear in the printed record.

[The statement of Senacor Ribicoff with an attached articls,
follows:]
OPENING STATEMENT OF SENATOR Risicorr

In 1972 Congress demonstrated fts concern with rising costs of health care
by enacting Professional Standards Review Organizatiton legislation.

The PSRO law was designed to afford practicing physiclans at local levels an
opportunity, on a voluntary and publicly accountable basis, to undertake review
of the medical necessity and quality of care provided under the $25 billion Med!-
care and Medicaid programs.

It is Intended to substitute responsible, comprehensive professional review by
the community of physicians in an area for the hit-or-miss review which has been
provided in less than effective fashion by government and the private sector.

The federal government must take effective steps to control rising costs and
utilization. This can be accompiished in & number of ways. Necessary review can
be accomplished through professionalism and local control. Or it can be provided
by bureaucratic flat, mandate and arbitrariness {n determining medical necessity
and quality of care.

I prefer to see the review accomplished not by the bureaucracy in Washington
but through local expertise as the PSRO law envisions.

Many doctors in Connecticut agree. And I am pleased that they are working
to prepare for implementation of PSRO. In both Hartford and Bridgeport and
Eastern Connecticut where PSRO units are belng formed, physiclans recognize
thelr responsibility to review utilization and quality of care.

PSRO legislation s not federal control of doctors. Rather it is an opportu-
nity for them to exercise their skills and expertise in making our health care
system function more smoothly.

My distinguished colleague on the Finance Committee, Senator Wallace
Bennett of Utah, who authored the PSRO concept, has worked tirelessly not only
to pass the legislation but to see that it is implemented properly.
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Senator Bennett stresses that PSROs are voluntary. Where they choose not
to do so, the community of pbysicians in an area are not required to undertake
a PSRO operation.

The legislation also provides udequate safeguards to assure that the confiden-
tiality of the doctor-patient relationship is retained.

Today under Medicare and Medicaid norms are set——often haphazardly.
This often results in retroactive denial of payment for ciaim. In contrast, the
PSRO legislation seeks to assure that the range of norms are developed pro-
tessionally by the working physicians in an area. Many doctors differ on the
methods they use in treating a case. PSRO legislation recognizes this and

. provides the greatest possible amount of flexibility in medical practice.
T In several states PSRO prototypes are in operation and have demonstrated

substantial cost savings.

I hope that as the PSRO legislation is implemented, doctors around the coun-
try will work with PSROs as many are doing in Connecticut.

Soo1ery WnL AccEpT DoOTOR PEER REVIEW

(By Ron Georgeft, Staff Reporter)

. The Connecticut State Medical Society has reafirmed an earlier decision to
comply with the federally mandated Professional Standards Revliew Organization
(PSRO) law but expressed some reservations about it.

Action by the medical group came Tuesday at the soclety’s annual meeting at
the Hartford Hilton. The delegates tabled a motion to call for repeal of the
PSI;Oblaw, implying they would reconsider such a move if the law proved un-
workable. .

The PSRO law provides for a physiclans’ peer review system to monitor the
quality and costs of hospital and nursing-home care for Medicare and Medicald
patlents, The state 18 divided into four areas that must establish PSROs to
carry out this review.

PSROs must be designated by the federal government by Jan. 1, 1876.

The law has generated considerable opposition among physicians in Connecti-
cut and across the country, who feel it is government intrusion into private medi-
cine. Supporters argue that the law {8 to make the medical profession publicly
accountable.

The CSMS§, last December, voted to lead in the implementation of the law, which
decision it basically confirmed Tuesday.

The physicians, however, noted these reservations:

That the 1aw not result in controls which would adversely affect the quality
of health care and interfere with the patient-doctor relationship.

That confidentiality of patients’ medical records be safeguarded.

That the cost of PSRO administration not exceed the cost of any savings
through implementation.

That the American Medical Assoclation’s attempts to get amendments be
supported and, if necessary, work for repeal of the law if its shortcomings are
not corrected.

Dr. Sidney Cramer of Hartford, outgoing president, sounded a cautionary note
in his final remarks.

“I would plead with you once more to consider the merits of moving with
e great deliberation . . . toward making any final, irreversible commitment to
<o, implementing PSRO in Connecticut no matter if the law remains unamended and

no matter whether the regulations forthcoming prove to be professionally un-
acceptable.”

. ng Cramer said he supported the majority view but still urged a cautious
approach. -

Senator Tarxapce, Senator Dole.

OPBENING STATEMENT OF SENATOR DoOLE

Senator Dore. Mr. Chairman, the practice of medicine is one of the
most critical elements in determining the quality of life in any country.
Without competent, effective, and accessible medical care to assure
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health, no people can fully realize their goals for achievement in
the economic, social, and political arenas. No nation, however wealthy
in minerals, agriculture, or other bounty, can hope to become or remain
great without a foundation of basic good health for its citizens.

VARIETY OF PROGRAMS

With these points in mind, the United States has, for many years,
pursued a wide variety of grogmms to deal with the need for improv-
ing the health standards of its citizens. And I believe we can take im-
mense pride in the achievements which have raised the standards of
health in America to the level which ma:g take for granted today. In
cooperation and partnershig with the medical professions, educational
institutions, industry, and business. Government has played a ma{or
frioig through a wide variety of programs and policies in the health

eld.

In the history of these programs, medicare and medicaid probabl
stand out as among the most ambitious, expensive, and controversial.
And within these two programs, perhaps no aspect has been of greater
concern to the physicians and surgeons of America than the profes-
312()—%96)13 standards review organizations established by Public Law

VOTED AGAINST PROFESSIONAL STANDARDS8 REVIEW ORGANIZATION

As one who, in 1970 voted against professional standards review
organizations legislation in the Senate, I particularly welcome these -
hearings by the Health Subcommittee, because it is most important
that a full and detailed understanding of this program’s implementa-
tion be available for study and for the information of the general pub-
lic. Those of us who had doubts about the wisdom of placing further
bureaucratic and administrative burdens on the medical profession
have a special interest in having fresh, factual knowledge of the pro-
gram’s operation. And those who supported this legislation also have
a nsibility for monitoring their proposal’s effect, performance,
and development.

CONCERN FOR HEALTH CARE

Regardless of our original positions on the program, however, I
believe each member of the-subcommittee has a sincere and genuine
concern for seeing that the interests of patients, doctors, hospitals, and
taxpayers are well served by this and other Federal health programs.
And, therefore, I am hopeful that these hearings will help explain
some of the questions which have arisen, clarify areas of misunder-
standing and confusion, and provide a sound basis for assessing the
need to enact changes, revisions, or safeguards to the present statute.

VIEWS OF KANSAS DOCTORS

To be quite candid, the PSRO concept is highly unpopular among
the doctors of Kansas. When these hearings were announced, I con-
tacted a large number of practitioners across the State to solicit their
firsthand views on the program. Out of more than 100 busy doctors

33013 O - 74 - pt.1 = 2
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who took the time to respond, only some 5 or 6 could be said to be
favorable, while the remainder expressed varying degrees of doubt,
reservation, and hostility toward the concept.

Perhaps some of this negative reaction can be attributed to faulty
understanding, incorrect information, and perhaps just old-fashioned
resistance to change. But at the same time, I also feel that these doc-
tors’ comments reflect a fundamental concern with the welfare of their
patients and the individual doctor’s ability to do the best job of serv-
ing the greatest number of people. And this latter point is & major con-
cern in many of our rural counties where one or two doctors serve a

- population spread across many hundreds of square miles at a ratio

which seriously threatens the quality of care that can be provided

- through their already strained resources of time and energy.

For the subcommittee’s benefit, I would request that copies of a num-
ber of these letters be included in our hearing record at the conclusion
of my statement as a general indication of the opinions and concerns
about PSRO held by Kansas physicians in different types of practices
and localities throughout the State.*

I would also note that the House of Delegates of the Kansas Medical
Society yesterday adopted a resolution which generally reflects the
views expressed In the letters I have received. Generally supPorting
the American Medical Association’s position, the KMS called for con-
gtructive amendment of the PSRO statute or its repeal. At the same
time, however, the delegates voted unanimously to support the Kansas
Foundation for Medical Care in its efforts to develop the medical com-
munity’s own system of review and accountability related to the medi-
cal necessity, quality, and appropriateness of medical services received
by the people of Kansas.

CONCLUSION

~~ "So in conclusion, Mr. Chairman, I would observe that the doctors in

Kansas are very much concerned about quality and economy in their
practices and in the health programs of the Government. But they are
also worried that their practices may become so burdened by regula-
tion, redtape, and possibilities for harassment that they will lose much
of their effectiveness as doctors.

It would be my hope and expectation that in the administration and
imglementation of PSRO that the Department of Health, Education,
and Welfare will demonstrate a continuing sense of fairness, flexibility,
and reason. And from Secretary Weinbe‘rﬁer’s testimony yesterday, I
believe that spirit presently prevails at the highest levels of his de-
%artment. But most importantly, I hope that those in charge of an

ederal health program will never lose sight of the fact that the qual-
ity of health care for the American people has to be the underlying
and prime goal of our entire system—including Government per-
sonnel, doctors, nurses, institutional administrators, and Congress.

Senator TaLmApcE. Now, it is a pleasure to hear from the first wit-
ness, the Honorable Caspar W. Weinberger, Secretary of Health, Edu-
cation, and Welfare.

'We are honored to have you with us, Mr. Secretary.

I am informed that you must be out by 11:15, and I assure you that
we will try to do so.

*See appendix G, p. 858.
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STATEMERT OF HON. CASPAR W. WEINBERGER, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE, ACCOMPANIED BY DR.
HENRY E. SIMMONS, DEPUTY ASSISTANT SECRETARY FOR
HEALTH; JAMES B. CARDWELL, COMMISSIONER, SOCIAL SECUR-
ITY ADMINISTRATION; STEPHEN KURZMAN, ASSISTANT
SECRETARY FOR LEGISLATION; AND JAMES S. DWIGHT, AD-
MINISTRATOR, SOCIAL AND REHABILITATION SERVICE

Secretary WEINBERGER. We are honored to have the opportunity to
appear before you, and we would like to have our statement, which
in thr?i interest of time I will perhaps paraphrase a bit, inserted in your
record.

Senator TaLuapoe. The entire statement will appear in the record,
Mr. Secretary.*

Secretary WEINBERGER. Mr. Chairman, the task of implementing the
PSRO legislation has been a difficult assignment. The PSRO pro-
visious of Public Law 92-603 are complex and controversial. In the 134
I};gars since the enactment of the legislation we have assembled a

ighly capable staff which has been actively engaged in carrying out
these provisions. It is a difficult job, but I am pleased to report that
we’re on schedule and intend to continue our implementation of the
statute. And I would like to add that I believe the HEW staff has done
an outstanding job, given the magnitude and complexity of the
administrative assignments. Our desire has been and continues to be
to carry out congressional intent in developing this important
program.

I should note here that the administration believes that the success-
ful implementation of the PSRO legislation should have the highest
priority. As the members of the committee have undoubtedly noted,
we have incorporated PSRO requirements into our proposal for com-

rehensive health insurance. In fact, the PSRO function has been
included in many of the national health insurance bills pending before
this committee, including the bill introduced by the chairman of this
committee, S. 2513. The rationale for such requirements is clear: No
national health insurance system can succeed in delivering needed
health care services without built-in mechanisms to assure the effective
and efficient utilization of health care facilities and resources.

And let me add here, Mr. Chairman, that we have not, as some have
suggested, included PSRO requirements in our CHIP proposal simply
as & cost control measure. PSRO is principally a quality assurance pro-
gram. It is in no way contemplated that any PSRO requirement in
existing law or in CHIP would deny needed care or quality care to any
patient. The intent of PSRO, as we see it, is to promote more effective
utilization of health resources. If this intent can be realized, unneces-
sary costs will be avoided and no one will be denied care because of
unnecessary utilization of health resources by those who do not need
the care. In short, PSRO is a am which will eliminate waste and
maintain quality—goals whicﬁ)\ all of us can agree on. I think it is
significant that the Senate committee report on this subject was intro-

*See p. 20,
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duced by calling attention to the cost overruns that were contemplated
in medicare and medicaid in the next few years ahead.

Implementation of the PSRO program began shortly after the pass-
age of the enabling legislation in October 1972. The first major task
to be accomplished was the designation of PSRO areas. In early 1973
the Department completed the guidelines which were then used in
determining the most appropriate PSRO areas in each State.

To briefly summarize then, these guidelines emphasized that areas
should not cross State or county lines; that existing review organiza-
tions and planning areas should be considered; that medical service
areas should be taken into account, as well as the need for coordination
with medicare and medicaid fiscal agents; and that physician popula-
tions should generally range between about 300 and 2,500. It should
be emphasized that these were guidelines and not absolute criteria,
and they were aimed at assistin({; local groups and organizations who
were participating in the area designation process.

These area designation guidelines were then distributed around the
country and used in meetings held by the Department with over 1,000
interested organizations in almost every State. Based upon the discus-
sions at these meetings, the Department issued proposed designation
of 182 PSRO areas on December 20, 1973. We then received over 1,700
comments from a wide variety of interested organizations and indi-
viduals and, based upon these comments, we made several changes, On
March 18, 1974, we then published the final designation of 203 PSRO
areas,

Many medical organizations expressed concern about the proposed
area designations published in December. For example, there were
some organizations in populous States which desired designation as
statewide PSRQ’s, a designation which often appeared precluded by
the terms of the statute. Wherever we could do so under the statute
we authorized statewide PSRO’s. ,

But as we had an opportunity to talk to the leaders in many of these
States, it became quite clear that they were not asking to function as
statewide PSRO’s. What they seemed to be indicating was that they
wanted the local physicians, the local regions of the States to do the
medical review, to set the medical standards, and to see that the pro-
gram of review worked. They thought it appropriate to establish on
a statewide level some kind of an aid to those groups to help them get
that job done, to give them technical and administrative support, and
to do some things that can be done best from the State level. We had
no difficulty with that concept at all because this is what we had been
planning to do all along.

However, that is not a statewide PSRO. That is, to use the term we
have devised, a statewide PSRO support center. They will be avail-
able to the PSRO’s throughout the State to help them get their job
done. We are now offering Federal contract funds to those State or-
gttmizations to help bring the PSRO program into fruition in large

ates.

The publication of final area designations in March made it possible
to accept applications from organizations wishing to be the PSRO
for a particular area. In our discussions around the country, it became
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apparent that organizations varied considerably in their stage of devel-
opment. Many have been performing peer review for quite some time
and would be able to qualify for conditional designation as a PSRO.
Others were just getting started and were in need of assistance to help
them develop the necessary PSRO organizational structure and review
plans necessary to qualify for designation as a conditional PSRO.

We, therefore, decided to accept applications for two types of fund-
ing—one from organizations which qualified for conditional desi%na-
tion and one from organizations for planning purposes to help them
meet the PSRO requirements.

The Department undertook a number of activities to explain to
interested organizations how they should ap{ply for planning, condi-
tional, or support center funding. In mid-March we issued a PSRO
manual, which contains explicit instructions on how to apply and the
basic PSRO qualifications and requirements. Inearly April, at a Wash-
ington, D.C., meeting organized by the American Association of Foun-
dations for Medical Care, the Department discussed with over 400
participants the basic PSRO requirements. We also discussed the
manual at open public meetings with our national council and its sub-
committees, as well as with the major national organizations, such as
the American Medical Association, the American Hospital Associa-
tion, and the Joint Commission on Accreditation of Hospitals.

One word about the manual itself. The manual contains & set of
guidelines. They are not regulations. This was done purposely so that
we can gather comments and modify it based upon actual operating
experience. The medical care review system which is described in the
manual is characterized by flexibility and encourages local decision-
making and local innovation. Local PSRO’s may, of course, recom-
mend alternative review systems based upon their best judgment and
experience and which are in compliance with the statutory require-
ments. With your permission, Mr. Chairman, T would like to submit
the PSRO manual for the record.

Senator TavLyapce. Without objection, it will be inserted.’ '

Secretary WEINBERGER. The manual contains only 7 of the expected
17 chapters. The other 10 chapters, which will cover such areas as data
requirements, evaluation, hearings and appeals, and reimbursement,
will be available soon. However, we wanted to issue those sections
needed to get the program started. In addition, we have traveled ex-
tensively, meeting with almost all interested groups in an effort to help
them develop their PSRO’s.

Mr. Chairman, it is these meetings and other conversations we have
had which form the basis for my report to you that the PSRO pro-
gram is moving ahead on schedule as of now.

We have received and are reviewing 131 proposals for planning con-
tracts, for conditional PSRO designation, and for statewide PSRO
support centers. In addition, we have contracted with the Pennsyl-
vania Foundation for Medical Care to be a support center. And I am
pleased to say that yesterday we published in tge Federal Register the
notice to the physicians of Utah our intent to designate conditonally
the Utah PSRO.

1 8ee appendix D, p. 665.
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Planning contracts for potential PSRO’s will be awarded to orga-
nizations to help them meet the requirements for conditional designa-
tion as a PSRO, and will help finance such activities as recruiting of
eérlysician members, designing their review plan and selecting staff.

e are currently reviewing 104 proposals for planning contracts.

Organizations that are ready to conduct PSRO review of medical
care will be awarded funds as conditional PSRO’s. We are currently
reviewing 14 proposals for conditional PSRO designation. The orga-
nizations which will be approved will have met the statutory organiza-
tional requirements such as open and voluntary membership including
a substantial proportion of physicians in the PSRO area—which we
set at about 25 percent. They will have open election of officers and
they will rotate reviewers. As conditional PSRQ’, they will have de-
veloped an appropriate review plan agsroved by the De&mrtment.

A third type of activity to be funded are the statewide PSRO sup-
port centers which I have already mentioned briefly. These centers
are designed to capitalize upon the experience and knowledge of State
professional organizations, particularly the State medical societies
and foundations. We are currently reviewing 18 applications for sup-
port center funds. We expect these organizations will stimulate and
support the development and operation of the PSRO program.
They will be of particular help to local PSRO’s in activities such as
educa,tin%l physicians about peer review and assisting ’Iqlroups to
develop these organizational structures and review plans. There is no
doubt that the development of local PSRO’s can be significantly
facilitated through the leadership, experience and support of State-
level organizations.

In our implementation efforts, Mr. Chairman, we have been mate-
rially assisted by the National Professional Standards Review Coun-
cil, a body authorized by Public Law 92-608. The Council has provided
us with substantial advice and direction in these early, but most impor-
tant days of PSRO irg];lementation. As the PSR(Q’s become opera-
tional, the role of the Council will expand to include those activities
specified in the law.

With your permission, Mr. Chairman, I would like to submit for
the record the minutes of the Council meetings.

Senator TaLmapae. Without objection, it will be inserted.*

Secretary WeINBeroER. Ernest Saward, who is chairman of the
National Professional Standards Review Council, will be testifying
later today about the Council’s activities. -

Another important implementation step rdlates to data gathering.
The minimum data needs of Professional Standards Review Organi-
zations have been defined and a basic data set to serve as the foundation
upon which data collection activities would be based has been devel-
oped in collaboration with the American Association of Health Data
Systems. We do not intend to establish new data systems which would
duplicate existing systems, but rather we will build on existing systems.
We believe that, in the early phases, Professional Standards Review
Organizations should not be overburdened with data they are not

*8ee appendix C, p. 588.
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Erepared to use and do not yet need; nor should we encourage the

asty development of additional data systems, the need for which
remains to be demonstrated.

Our implementation activities must be carried on with close com-
munication with physicians, other health professionals and consumers.
We are trying to communicate directly with the medical profession
throuﬁh individual physicians, through their medical associations,
and through speciality societies. With your permission, I would like
at this point to submit for the record copies of informational materials
which we have distributed to the medical profession.

Ser(xlasor Tavrmapce. Without objection, it will be inserted in the
record.

Secretary WEeINBERGER. I would like to note here that the W. R.
Kellogg Foundation has awarded a grant of over $1 million for a
study of six prototype PSRO’s. This is a major, private initiative that
will complement our implementation of the PSRO program. This
study will develop and test alternate approaches to incorporating a
greater emphasis on quality assessment and assurance in PSRO. We
are working closely with the American Association of Foundations
for Medical Care, the American College of Physicians, the American
College of Surgeons, and the American Society of Internal Medicine
who are responsible for the conduct of this study.

The current PSRO effort is fortunate to have as a base upon which
to build the long history and experience of peer review activities car-
ried out in hospitals and medical care foundations, and as Senator
Bennett has mentioned that Utah was one of the pioneers in this field
and California was, of course, also.

We are-not, in other words, creating a wholly new peer review
activity. Rather, we will be formalizing, expanding, and in some cases,

. improving existing review systems and assuring that physicians par-

ticipate in and control the decisionmaking in medical review.
ere are some basic misconceptions concerning the PSRO program

which we have encountered in the course of implementing the law and
I think two or three of these should be mentioned. -

A major concern is that PSRO’s will interfere with the physician-
[[Jatient relationship and impair confidentiality of patient records.

cannot stress strongly enough that the Department shares the con-
cern of both patients and physicians about the need for maintaining
the confidential nature of data and information used by PSRO’.
We believe that PSRO activities should require no change in the
existing system of physician-patient relationships because local physi-
cians, not Federal employees, will be reviewing patient records in
much the same manner as they are currently doing. There are strong
penalty provisions in the statute for anyone who would breach that
relationship, and I am personally committed to assuring that PSRO’s
will not impinge on confidentiality- ‘

As you know, I am an active member of the President’s Domestic
Council Committee on the Right to Privacy. The committee is cur-
rently preparing a report on needed actions to assure confidentiality
in all aspects of our daily lives. The problems of confidentiality of

*See appendix F, p. 8386,
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health records in the existing system is one area the committee is
examining. And I should note that confidentiality issues have been
dealt with not only in our present medicaid and medicare programs,
but also in existing private health insurance plans.

With the assistance of experts and affected organizations, the De-
partment currently is developing guidelines and regulations which
will address confidentiality in very specific terms.

These guidelines will ge made available to the PSRQO’, to data
processors who support PSRO’s, and other involved groups. Their
application will be mandatory for all the PSRO’ and all groups which
handle data for any PSRO.

A second concern is that PSRO will lead to “cookbook medicine.”
This concern is based on the misconception that the norms, standards,
and criteria of care developed by local physicians will be the absolute
determinants of care, rather than serve as checkpoints which supple-
ment the review process, We expect that the development of criteria
which will be done locally rather than at the Federal level, will take
into account the efforts of the national specialty societies and other
peer review organizations in this area, but the fundamental respon-
sibility for the establishment of norms, criteria, and standards rests
with the local PSRO. .

PSRO criteria will be established for classes of patients with a
particular diagnosis or problem. When applied, they will screen out
cases requiring more in-defth review. It is at this point that peer
review really comes into play. All factors related to the particular
case in question must be considered before any decision affecting pay-
ment is made. Mr. Chairman, we believe this 1s the opposite of “cook-
book medicine.”

A third concern is that PSRO represents an encroachment by the
Federal Government in the practice of medicine. I need not remind
the members of this committee that PSRO’s will be composed ex-
clusively of local, practicing physicians. Those physicians will form,
administer, and operate the PSRO in their area. They will develop,
select, and modify norms, criteria, and standards to be used in review-

‘ing care. Only physicians can make final review determinations on

care provided by other physicians. The Federal Government has no
desire or authority to perform review of medical care. We agree with
physicians that local practitioners are those best qualified to review
care provided by their peers.

A fourth concern is that PSRO’s will generate large administrative
costs, wholly unjustified by any benefits. As the committee is well
aware, Public Law 92-603 provides that the entire cost of administer-
ing the PSRO program is financed by the Federal Government.

‘We believe the cost of the program is small in comparison with the
multibillion-dollar budgets of the medicaid, medicare, and maternal
and child health grograms which are subject to PSRO review. In addi-
tion, we believe PSRO represents an excellent example of a good in-
vestment of Federal moneys. When PSRQ is fully operational, the
health dollars spent for medicare, medicaid, and maternal and child
health beneficiaries will be spent better and the patients will be receiv-
ing better quality care. In addition, taxpayers’ dollars will be spent
more effectively and with less waste of money and other resources.
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A final concern which has been raised is that of the time and paper-
work which will \be required of physicians because of PSR(g. Mr.
Chairman, as we all know, most physicians already spend time per-
forming peer review and related activities in hospitals. When hospital
review 1s l;l)erformed satisfactorily, and meets PSRO objectives, the
PSRO will not duplicate it. Thus, in many cases, PSRO review will
not require additional time and will not adversely affect the amount of
time physicians can spend with their patients.

In addition, the PSRO review system has been designed to minimize
physician paperwork. The physician’s time will be concentrated on
matters requiring professional medical judgment. Other staff can be
used to do all the preliminary screening and handle administrative
detail. Paperwork will be kept to a minimum through greater uniform-
ity and standardization in the collection and recording of medical
care data. Moreover, I want to stress that performing review is on a
voluntary basis, as i membership in a PSRO. No physician will be
forced to engage in PSRO review activities.

As you are well aware, PSRO is a very complex and ambitious pro-
gram. We must not move so rapidly that we make unreasonable
demands upon the medical care delivery system or have unrealistic
engectations of what can be done in a short period of time.

any organizations are now making lef;islative recommendations
with respect to the PSRO program. We believe this is premature. We
are studying ways in which the program might be improved. It is still
too early in the development of the program to determine exactly what
form those improvements should take—which aspects of the statute
will work and which may require modification. We have extensively
analyzed the law and some of the proposed changes. We have con-
cluded that the law should be implemented as it was enacted, for the
present, .

In the coming year we will, in conjunction with our national council,
undertake a major evaluation of the program. We have under con-

"sideration a large-scale assessment of the first year of the program’s

operating exgerience——-possibly to be carried out by a non-Federal or-
ganization. Such an assessment would provide us with sufficient in-
formation to determine what, if any, changes should be made in either
the statute or in our guidelines and regulations. We will also be spon-
soring a national peer review conference this fall to examine the state
of the art and to share experiences among the various PSRO’s and
others working in the field. The results of all of these activities will be
shared with this committee.

Also, during the next year, the Department will continue to move
ahead vigorously with the implementation of the program. We plan
to fund PSRO’ in most PSRO areas and will offer extensive technical
assistance to those organizations requiring assistance.

At this point, Mr, Chairman, I would like to emphasize two factors
which form much of the foundation for our implementation of the
statute. The first of these is that, as the statute requires, peer review
activities are to be performed by physicians and other medical pro-
fessionals, not by laymen and government employees. Second, we
believe that a considerable majority of the medical profession sug orts
peer review and our implementation activities. In fact, it would have
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been impossible to make the progress that we have made to date in
imglementing Public Law 92-603 if we did not enjoy the cooperation
and support of major segments of the medical profession. This is
not to pat the Department on the back. It is to say we have had as
a result of our activity a very substantial amount of cooperation
from the people who will have to carry virtually the full burden of
this program, and that is the private physicians of this country.

For exam ie, Dr. Robert Hunter, a member of the board of trustees
of the American Medical Association, noted in an article in American
Medical News:

The real issue i{s whether or not our profession and our State and national
organizations are going to allow themselves to be divided, threatened, and per-
haps destroyed by the implementation of a law that—reduced to its basie ele-
ments—cannot be called undesirable.

The concept of Keer review and our implementation of the statute
have brought forth the endorsement and support of many physician
organizations, including: The American College of Physicians, the
American Society of Internal Medicine, the American Academy of
Pediatrics, the American College of Obstetricians and Gynecologists,
the National Housestaff Physicians Association, and the Student
American Medical Association.

In addition, we are working closely with several medical smialty
groups on PSRO-related activities. For example, we will be funding
an activity by the American College of Radiology to help determine
the efficacy of five of the most common X-ray procedures. We are also
reviewing a proposed contract whioh would help develop standards
for the appropriate use of antibiotics which involve the American Col-
lege of Physicians, the American College of Surgeons, the American
Academy of Pediatrics, the American Academy of Family Physicians
and the Infectious Disease Society of America. We believe that the
medical profession is actively involved, as it should be, and supports
our efforts to implement the PSRO statute. Consequently, we are some-
what perplexed by criticism of our implementation effort which has
been voiced by certain leaders of organized medicine. We believe that
such criticism reflects neither the widespread professional support for
peer review which we have found nor the real reaction to our imple-
mentation activity by the medical profession. .

In conclusion, Mr, Chairman, I should like to stress our commit-
ment to work with the Nation’s health professionals in achieving an
effective quality assurance program through PSRO’s. I believe we have
done a very creditable job of implementing a complex statute. We
believe that a quality assurance irogram is necessary, not only because
of the mandate of existing law, but because of the importance of such
& program to any system of comprehensive health insurance.

hat comﬁletes my formal statement, Mr. Chairman. I appreciate
very much the opportunity to give it. I tried to abridge it a bit in the
interist of time, and we will be delighted to answer any questions you
may have. : -

ith me today are James B. Cardwell, Commissioner, Social Se-
curity Administration; Stephen Kurzman, Assistant Secretary for
Legislation ; James S. Dwight, Administrator, Social and Rehabilita- -
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tion Service; and Dr. Henry E. Simmons, Deputy Assistant Secretary
for Health, who is responsible for this program and who deserves a
great deal of the credit to date.

ResponsiBILITY FOR OPERATION OF PSRO’s

Senator TaLMADGE. I would like to clarify the Department’s under-
standing of the legislative intent. Who is responsible for the develop-
ment of norms, parameters, and standards of care in a PSRO area?

Secretary WEINBERGER. The local PSRO’s.

Senator TaLmapge. Isit a fair statement that what the PSRO statute
does is transfer functions to local doctors that formerly was delegated
to the Secretary, his clerks, and insurance clerks? oo

Secretary WEINBERGER. I think that is a fair statement, yes.

CapaBiLTiESs oF REcioNAL OFFICE PERSONNEL

Senator TALMADGE. A number of prospective PSRO apilicants have
complained of the lack of knowledge and technical capability on the
part of personnel charged with PSRO responsibilities in the regional
offices. What are you doing to assure that regional office personnel are
knowledgeable with respect to PSRO and capable of responding prop-
erly and promptly to legitimate inquiries?

ecretary WEINBERGER: Yes, Mr. Chairman, this is a very important

* question because we place heavy reliance and are placing increasing

reliance on our regional office to deal directly with members of the
public and State and local governments. This is a departmentwide
effort, and it is consistent with the idea that we should have the Federal
Government present in a much more capable way and visible way, able
to deal with the local ](l)e ple. We have made an effort to_strengthen
regional offices generally. We have allocated 32 positions to the re-
gional structure, and our 1975 budget will include 100 more positions
to allocate to the regional directors to strengthen our capability there.
We have intensive training programs at the regional office level for
their staff, and we are already utilizing the staff that is there.

We certainly recognize that this is an important part of the Depart-
ment’s responsibilities, and we believe the steps we have taken will
improve the regional office capability.

think we have to bear in mind that PSRO is a new program and
that some of the questions that can’t be answered regionally can’t be an-
swered in Washington at this point, either, because we are in process of
developing guidelines and regulations and the remaining chapters of
our manual, as we described, but we are fully aware of the importance
of a strong regional capability, and with these additional 100 positions
that we are talking about, I believe we will make real progress in
improving the ability of the regional office to be fully responsive.

Ap Hoo Apvisory Group oF Puysicians 1o Assist PSRO

Senator TALMADGE. At the conference on HLR. 1, the Department
agreed to appoint an ad hoc advisory group consisting of physicians
experienced in the operation of prototype review organizations, such
as those in New Mexico, Georgia, Colorado, and Sacramento and San
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Joaquin, Calif., to assist in the implementation in the PSRO amend-
ment. In his letter to me of September, 13 1973, Secretary Weinberger
said : “It is our intent, however, to take steps to convene such an ad-
visory group within the next several weeks and to utilize their experi-
ence and knowledge in the implementation of the program.”

‘When does the Department plan to carry out this program and honor
its commitment in the conference ? _

Secretary WeiNBerGER. We are honoring it, Mr. Chairman, with the
intensive consultation we have had with the different groups, many
or all of the ones you have mentioned. We don’t have a formalized
advisory committee of that kind. We do have the National Council
which is provided for in the statute, and we have had a number of
extensive discussions and interviews and opportunities for submission
of ideas as well as conferences and meetings with these various groups.

The program, as it becomes operational, will probably have some-
what more formal arrangements that would look like this kind of
group. I have to confess, frankly, that I have a desire to reduce the
nuimber of total advisory committees within the Department, which
when I came exceeded 430, I believe. We are down to 370 now. Wherever
we have the mechanism for proper consultation, we have tried not to
form & specific formal advisory group, but we have the National
Council, which is the overall group from whom you will hear this
morning, and we have the consultation process that is underway and
has been all through this year and last year. But as the program be-
comes operational, we may need to formalize these arrangements; and
if so, we are fully prepared to do that.

Senator Taumapce. I think that it was intended in the legislation,
Mr. Secretary, that these doctors would be experienced in that pro-
gram and could go in the respective States and tell them what to do
and how to work it.

Secretary WEINBERGER. That is clearly the intent, and we will have
experienced people who will be willing to go into the States and pro-
vide technical assistance and work out of the regional office. That is the
intent of the statute.

Senator TaLmapce. That is what you are doing now ¢

Secretary WEINBERGER. Yes, sir.

Senator TALMADGE. Chairman Long.

RoLe oF THE SECRETARY OF HEW 18 PSRO

The CrairmaN. Thank you for a fine statement, Mr. Secretary.

I believe many people who are very fearful of not only what the
PSRO is, but what they conceive it might lead to, will feel more
assured when they read what you said here. Under this PSRO pro-
posal, the Secretary of HEW has the final say with regard to stand-
ards and procediures; is that correct or not ¢ ’

Secretary WeINBerGer. 1 think ultimately the Secretary, whoever
he is at any given moment, is supposed to develop and is the man re-
sponsible for the final regulations that are proposed and eventually
adopted ; yes, sir.

The CHAIRMAN. At a time when we would like to assure the doctors
that this proposal does not in any way envisage anything other than



;o
Yoy,

17

what Kou have set forth in this statement, I wonder if it might be
desirable for us to simply repeal that provision whereby the Secretary
has-the final say and leave your function to be entirely advisory, and
consultative, because of the fears that this is the beginning of State
control of medical practice, I would feel a lot more secure 1f we ran
these PSRO’s the way the statute envisages because the alternative is
if the doctors don’t run this thing the way we have in mind that surely
the Congress would insist on putting back with the Secretary power
to reverse their judgment and reverse their findings. Basically it seems
we are all agreed on what the purpose should be. What we are con-
cerned about is hobgoblins that some people dream up, and in some
cases something a lot more genuine, the honest fears of doctors and
others that this might be the wedge whereby the Government takes
charge of their profession and begins to run 1t for them,

I {ust wonder if you might be willing to go along with some -pro-
posal where, unless and until doctors abuse this approach and fail to
do it the way we had hoped they would, that they would have the final
say rather than you{

Secretary WEINBERGER. Well, Senator, let me comment on that this
morning for just a moment.

I think to a considerable extent it depends on what we are talking
about. Someone, I take it, has to have the final authority to issue
regulations. I don’t care much who it is, but it has to be placed some-
where, If you are talking about, however, the setting of standards and
norms and criteria for the medical practice in any given area, the
Secretary doesn’t have anything to do with it, and this Secretary
doesn’t want anything to do with it.

The CHamaan. Do I understand that you don’t have that power
now and are not seeking it and don’t want it%,

Secretary WeiINBERGER. That is right, That is in the local PSRO’s.
The power to set the standards and norms and criteria is, and in my
opinion, has to be in the hands of local physicians and that is one of
the reasons for the area designations, because there is a difference in
norms and standards in each part of each State. That is what we tried
to identify and work from in making some of these area designations,
The people in Washington, specifically including the Secretary, and
I should add several others, should have nothing to do with that part
of medical practice, and I don’t want it and I don’t think any change
in the law 18 necessary to assure that, but if somebody wants to put a
section in that the Secretary shall have nothing to do with the setting
of standards I would endorse and welcome that. I don’t think it is
necessary because I think that is what the law says now.

On the other hand, if we are talking about regulations for the
development of various functions of a statewide support group or regu-
lations that will guide the Federal role that is assigned in the assist-
ance and technical assistance in establishing PSROs, somebody has to
finally promulgate those regulations and that is what I was answering,
based on my understanding of the question, that the responsibility lays
with the Secretary. I dont know who else can and should have it. 1

. am not going to miss anything that is taken away. But somebody has to

be the final person who gromulgates the regulations in areas where
there is an appropriate Federal role. There is nothing appropriate
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about a Federal role in determining the standards, criteria and norms
of medical practice or anything of that kind. That is something local
physicians have to do.

RoLE oF THE NaATIoONAL Apvisory CouxciL

Senator BEnNETT. Will the Senator yield to me for a second ¢

The CHAIRMAN. Yes.

Senator Bex~EeTrT. There must be some kind of a mechanism when it
becomes obvious that this local system is falling down and the overall
evaluation is in the hands of the National Professional Standards
Councils which is made up entirely of physicians. It is assumed that
only in extreme cases would reference be made of unusual local stand-
ards to the National Council, but if review is necessary it is still in the
hands of the medical profession.

The CrATRMAN. T think that is a point that is not understood. I met
with a large number of doctors, in fact the State Medical Society of
my State 2 days ago, and they had been led to believe, and I believe
that they really thought that the Secretary of HEW has the final say
in matters of this sort. If this is the case where it is the accredited medi-
cal authorities, the doctors themselves who have the final say, I for
the life of me don't see how they would feel so fearful of the matter
as they do that if they think that a layman, the Secretary of HEW,
has the final say.

You are telling me no, that authority stays with the doctors. Per-
haps if they have an unusual practice then the National Advisory
Council composed entirely of doctors would be in a position to call
attention to a local practice that the Council thinks 1s a bad health
procedure, but that it would still be doctors and people who believe in
the private practice of medicine and support that who would make
these decisions; is that correct? :

Secretary WeINBERGER. My understanding is as T have given it to

"you, Senator, yes. I think the words of the statute, of course, are clear

and the sustantial deviation from any actual norm of care or any-
thing of that kind that a PSRO might adopt is certainly going to be
noticed and discussed by the National Council, which is a group of
physicians also, and they are going to undoubtedly make suggestions
if there is something that deviates very substantially from what is
established as some sort of regional norm in any individual situation.
But I don’t see any area in which the Secretary of Health, Education,
and Welfare, at some time in the future, whether he happens to be a
doctor or not, is going to be able to say that vou have to treat this
disease in this way in Ogden, Utah. T wouldn’t want that power. If
there is anything in the act that indicates that there is such power
Tam not aware of it and I would oppose it.

SussTaNDARD QuUariTy HEALTH CARE

The Cramman. Well, T am aware of a situation which occurred
auite & few years ago, where a person who happens to have passed on
to his maker, a very fine citizen. a former head of the State medical
society, and my family physician, a distant relative—went to the
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hospital, he was ill, they put him in any oxygen tent. He stayed there
for about a week and he finally began to get & little better. People
couldn’t understand why he didn’t get completely well. No one
thought to turn on the oxygen. He was suﬁeri:(;z all the time. After
it was all over with, his wife, having headed the State medical
society auxiliary told me we must not say anything about this, we
don’t like the public to think that things like this happen in hospitals,
and we ought to keep this kind of thing quiet because it might tend to
undermine public confidence. ]

So I am sure that anyone to whose attention that practice, or at
least that error was called would undoubtedly adopt a procedure or
could be persuaded to adopt a procedure to see that it didn’t happen
again. Persuasion of a board at the national level would probably
appeal to those doctors a lot more than if somebody said here, that is
very bad, you have to change your way of doing business. I think
there is a difference in making someone aware of the fact and then
having them changing it to make sure it doesn’t happen again rather
than having even a group of highly qualified peers out of Washington
telling those people you shoulg change your way of doing business.

Secretary WEeINBERGER. I could propose a regulation which would
say in all appropriate instances w!ere oxygen is indicated and there
is an on-off switch the switch should be turned on, but I don’t think
it would improve the standard of medical care, because occasionally
right now we have some regulations that aren’t carried out, and I
think—let me just in all seriousness, read the section from the manual
that I think is designed to explain what my belief is and what I
believe carries out the statute. This is section 702.2 of the manual.

In each of its review activities the PSRO will use norms. criterla and
standards which are useful in identifying possible instances of misutilization of
health care services or of the dellvery of care of substandard quality.

Now, I suppose there are some extreme cases where a local PSRO
might say in the case of appendicitis nobody should be hospitalized.
I would suspect that would be picked up surely by the statewide group
or the National Advisory Council or some doctor who wanted to hos-
pitalize a patient and might even appeal under the appeal procedures.
At some point along the line the procedures which we would estab-
lish by regulations promulgated by the Secretary would be sufficient
so that the aberration that this obviously would be could be caught and
changed. The Secretary would promulgate regulations under this kind
of standard and regulations enabling doctors to correct aberrations,
but that is a very different thing than the Secretary sitting down in
Washington saying 5 days’ hospitalization and no more for this dis-
ease. It is that latter decision I wouldn’t want to have or any Secre-
tary to have.

Senator TaLMADGE. Senator Bennett.

NaTioNAL ProressioNarn, Stanparps Review CounciL

Senator BEnNeTT. Mr. Chairman, I have only three questions.

In accordance with section 1163 it was intended that the National
Professional Standards Review Council would undertake arrange-
ments with various specialty organizations for the development on a
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continuing basis for recommended parameters which would then be
distributed to local PSRO’s as the basis for their determination of
their own set of parameters. The intent was that the Council would
determine the advisability of such an arrangement and the De;l)arb-
mfegt would then negotiate the necessary contract with the College
of Surgeons.

Is the Department carrying out the legislative intent?

Secretary WEINBERGER. Yes, it is my understanding that we are.
This has come up and I would be glad to have Dr. Simmons perhaps
elaborate on this, but I have no information that indicates we are not.
My information indicates we are,

Senator BENNETT. Dr. Simmons.

Dr. StmMmons. We are, Senator.

Senator BENNETT. Do you propose to permit, in acordance with the

—— =legislative intent, review of out-of-institution care by those condi-

g |

tional PSRO’s which have demonstrated their capability{

Secretary WEINBERGER. Yes, this is the ambulatory care provision
and we have not required PSRO’s to review such services unless they
request this function.

Cost SAviNGs AT THE EXPENSE OF QUALITY

Senator BENNETT. This is redundant, but I would like to get it back
1n the record again,

Do you know of any way in which your Department has indicated
to perspective PSRO’s they should concentrate on cost savings at the
expense of quality?

ecretary WEINBERGER. No, sir.

More FrLExmiLiTY SoveHT AT HEW

Senator BENNETT. Quite a few PSRO’s have contacted us concern-
ing the apparent rigidity of the process by HEW. Are you preparing
a more flexible approach ¢ -

Secretary WEINBERGER. Yes, sir, we are, and the rigidity is not in the
Department of HEW. It is the Federal contract and all the proced-
ures that flow from the activity of awarding a Federal contract. I am
not prepared to say that it shouldn’t be reasonably rigid in view of
some of the things we have found. We have an agreement mechanism
we are working on now, and when it is adopted, we will be moving
toward that.

At the moment where we have contracts and activities that come
within the Federal Contract Act we are staying within that and fol-
lowing those procedures, and they are somewhat rigid, but we are
moving to a situation where we can use a more flexible kind of mech-
anism as we get the program operational. We will have the safe-
guards. But we will have some greater flexibility than the contract
procedures under the Federal statute.

Senator BENNETT. Well, you are aware of the problem and you have,
as I understand your answer, adopted a policy to make your system
as flexible as ble. N

Secretary Weinseroer. Yes, I would anticipate we would see a

gree of flexibility with the fiscal year that starts July 1.
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Senator TaLymapoe. Senator Curtis.

Senator Curris. Thank you, Mr. Chairman.

Isthere a time limit{

Senator TaLmapae. Yes. There is 10 minutes, and I also promised
the Secretalgel would get him out of here in 20 minutes. I urge the
Senators to be as brief as possible, and if you want to interrogate the
Secretary at further length, we will agk him to come back.

Secretary WEINBERGER. Yes, sir.

Svuccess oF PEErR REview BEFORE STATUTE

Senator Curtis. I know you are a very busy man.

Mr. Secretary, in what States did peer review exist before the statute
wasg enacted

Secretary WeINBerGER. Well, Senator, I can tell you two and there

re probably several others. I know it existed in Utah and California.

I believe it existed in Colorado. Dr. Simmons, who knows much more
about this than I do,can probably add a few more. -

Senator BENNETT. New Mexico.

Secretary WEINBERGER. Yes.

Senator Curtis. Did they doa Igood jobt

Secretary WEINBERGER. Yes, I have no hesitancy in saying the one
I was familiar with in California did a good job. Perhaps there is un-

- even quality in various parts of the country. The ones I am familiar

with did a good job. I think one of the keys 1s full physican participa-
tion and that was characteristic of the ones that I saw. )

Senator Curtis. Some of them did a job that might be described as
very good or rather outstanding; isn’t that true s

_ Secretary WEINBERGER. I would not hesitate to say yes on that, yes,

sir,

Senator Curtis. Now, they did it without any Federal statute or
whatever?

Secretary WeINBERGER. That is correct. i

Senator Curtis. Did any of those States ask for a Federal statutef

Secretary WEeINBERGER. I have no knowledge on that, Senator, at all.
I came to this fairly late, and T don’t really know whether there was
a demand for it or not.

UrtiMATE FEDERAL GOVERNMENT CoNTROL OF PSRO?

Senator Curtis. Now, my quarrel with PSRO’s enactment has been
consistent all the way through. I opposed it the first time it passed
the Senate in 1970—in that the layman in the ultimate analysis does
not provide for a continuation of peer review as had been started in
many States, but rather carried long enough that if, at a later time
those administering it chose to make it so, puts the ultimate control
in the Government.

I was shocked when the language was first—as I recall the history
of this, there was testimony or a statement made to the effect that the
doctors should police their own frofession. I agree with that. I think
it can be done without Federal legislation. But the time that recom-
mendation was carried out and put into print I took occasion to mark

33013 O - 74 = pt.1 -3
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up a copy of it and see what authority it did delegate. I have before
me this committee print, and I am reading from page 29, section
1152(a), “The Secretary shall not later than January 1, 1974, estab-
lish throughout the United States appropriate areas with respect to
which Professional Standards Review Organizations may be desig-
nated”—there is no responsibility directly on the medical profession
to police themselves. “The Secretary shall establish.”

Down a few lines later, “The Secretary determines that such orga-
nization is capable of fulﬁlling”—the Secyetariv determines.

Under that same section, six or seven lines from the bottom, “such
other public, nonprofit private, or other agency or organization, which
the Secretary determines, in accordance with criteria prescribed by
him in reguiations,”— ]

Will the Secretary 10 years from now be writing the regulations?
He will be able to select 8 PSRO agency. He may select a Ralph
Nader, I don’t know.

Under (2) (B) on that same page, “an organization which the Secre-
tary, upon the basis of examination and evaluation finds capable of
performing”—this is not in any sense of the word an authorization
for the doctors to clean up and regulate their own house. This has
all the authority anyone desiring to exercise it, and I am convinced
you are not desiring to exercise it, can control the practice of medicine.

On the next page under 2, “whenever the Secretary shall have
entered into an agreement,” and down the page, “he shall not renew
such agreements”—I am not trying to pick words out of context, but
to go over this rapidly to illustrate the number of places where abso-
lute authority is given to the Secretary, and I am not talking about the
present Secretary, I am talking about the future Secretaries and I am
cognizant about the fact no Secretary can do these things individually.
Among the things he determines, such organization meets the condi-
tions, down near the middle of the page under (d), “Any such agree-
ment under this part with an organization, other than an agreement
established pursuant to section 1154, shall be for a term of 12 months;
except that, prior to the expiration of such term such agreement may
be terminated by the Secretary at such time and upon such notice
a8 may be prescribed in the regulations as terminated by the Secretary,
that such organization is not substantiallycomplying.”

Under (e), “the Secretary is authorized to waive any or all of the
review, certification, or similar activities otherwise required under or
pursuant to any provision of this Act where he finds, on the basis
of substantial evidence of the effective performance of review and
control activities by professional standards review organizations,” and
dropping to, “the Secretary shall, prior to entering into any such
agreement with any organization for any area, inform the doctors
of medicine”—I am not trying to hit them all, but over on the next
Eage, section 1153, “any review with respect to such services which

a8 not been designated by the Secretary as the full responsibilit;
of such organization shall,” and section 1164, “the Secretary shall
initially designate an organization as a professional standards review
organization for any area on a conditional basis with a view to deter-
mining the capacity of such organization to perform the duties and
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functions imposed under this part on Professional Standards Review
Organizations.”
he Secretary has absolute authority to write regulations, to ap-

point, to be the ultimate arbiter in all these things. Under (b) In
that section, “during any such trial period the Secretary may require
a Professional Standards Review Organization to perform only such
of the duties and functions required under this part’——

Senator BEnNeTT. Will tﬁaqSenator ield?

You have used your 10 minutes and you haven’t allowed the Secre-

tag;to respond.
nator TALMADGE. That is correct.

Senator Curtis. If I .mai’1 have 10 seconds.

I am not trying to put the Secretary on the s;ft. Iam txiyin¥ to put
this committee on the spot. We wrote a pattern here that clearly gives
the Government of the United States authority to run the medical
profession of the coung’y.

Senator TaLMapoE. Without objection on the part of any member of
the committee, I will ask the Secretary to respond.

Secretary Wreinsereer. Mr. Chairman, and members of the com-
mittes, these are legitimate worries. There is no power that is given
that can’t be abused and that is one of the basic things that we all have
to live with and try to avoid. The Chairman of the Federal Trade
Commission and the FTC itself has unbelievable powers if you read
the statutes over American business, staggering powers, and they have
to be exercised with very considerable caution, and if they are not,
quite properly they can or should be modified or taken awag..

The powers that you are reading, Senator Curtis, are there. They
are powers that have to go to someone. When we are talking about
the allocation of Federal funds and the payment of Federal funds
to groups that are formed under the statute to receive them, the powers
that you have read are powers that are posted in the Secretary for
the Purpose of determining whether Federal funds should go to par-
ticular organizations that are alpglying to be PSRO’s and whether or
not certain organizations qualify to start receiving federal funds
under these powers.

The way to avoid this kind of situation, I have to say, is not to
pass & medicare-medicaid statute, because we have passed a medicare-
medicaid statute under which billions of dollars of the taxpayers are
paid out, and this is one of the mechanisms to assure that the quality
of care of the people eligible under those statutes is high and there
is not an unnecessary utilization of the services so as to require a
wasteful payment of the taxpayers’ dollars. Once we get into Govern-
ment involvement something of this kind of review procedure is es-
sential, We have been into this since 1965. It applies only to the pay-
ment of Federal funds for services performed under this act. Someone
has to determine for the Congress, for the people, whether or not an
organization that is established under a statute meets the criteria of the
statute and therefore receives and should continue to receive Federal
funds, and someone should determine whether or not a particular or-
ganization is performing the duties laid on them by the Congress.

It is my intent and I believe it has been my practice to administer
these as carefully as we can with due regard to the intent and for
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the state of the Treasury and for the requirement in the act. That is
obviously what we are ocontinuing to do. The presence of those
authorities and powers to my mind simply means the Congréss has
embarked upon a course of activity that requires Federal activity, and
when that ap};ens someonse has to be given the authority to insure
that the Federal activity is in accordance with the statute and is bein
done and in such a way-that the funds are being paid out in wcoordg-
ance with the intent of the Congress. That is what I understand to be
the reason for lodgi"x’xefi these particular powers in the Secretary to
which you have referred.
Senator TaLMADGE. Senator Dole.

Kansas Doorors Question PSRO

.Senator Dore. Well, I won’t take my 10 minutes. I will be glad to
give Senator Curtis some of that.

I was one of the 18 who unsuccessfully voted with the Senator to
delete this provision.

I made an effort to determine, Mr. Secretary, and I think the views of
Kansas doctors are probably represented around the country, and I
think there are some very serious concerns and they have all been
raised here this morning. Since I sent a letter to them and had many
replies, there have been new developments in Kansas. Prior to that
time I had four letters for it, and one fellow wrote two of those. In
the second one he raised some questions about his first one. But in
any event, and I have a great number who have questions about it}
all in the areas raised by the chairman and Senator Long, I think

rhaps much is misunderstanding and much may depend on what

appens as far as what information is developed.

CONFIENTIALITY OF PHYSIOIAN-PATIENT RELATIONSHIP

But the Sedgewick County Medical Society is very active, the
largest one in the Kansas, Wichita area. The ident is under the
impression that the information and data collected by PSRO grogram
as well as those involved in the program may be subpenaed and used in
action in court cases; is that a correct interpretation of the law?

Secretary WeINBERGER, Not to my knowledge. There is nothing in
the statute or in the way it will be administered that requires a change
in the confidentiality of the existing patient-physician relationship or
the record. If there is such an interpretation possible I would favor a
change in the law. There is nothing required in the PSRO effort that
would interfere or should interfere with the confidentiality of the
patient’s record and the confidentiality of the patient-physician
relationship. .

What we believe we are carrying out is the intent of Congress in
implementing this act. . L

nator DoLe. I think in reference to that there was another indica-
tion in one letter that we didn’t know vhat we were doing in the
S&{lllgreas, but that is nothing unusual, so I can answer that very
y.

1 8ee appendix F, page 835.
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But I think just so we emphasize the concern that the Kansas medi-
cal profession has, in almost every letter there is a willingness on the
part of the writer, but they are fearful of interference with their
practice. I think you have made that clear at least three or four times,
that is not the purpose, not the power you want, it is not in the law
now. They are concerned about confidentiality of patients’ records.

Secretary WEeINBERGER. I think they are properly concerned with
these things, Senator. But I believe the concern is not warranted by
the way we are administering it or by the statute. There are clauses
or %hrases that give people particular problems. I have no objection
to changing those provisions.

But 1t is my belief we can and are administering this law so that
it does not require any interference with confidentiality, and it does
not tell anybody in Washington to tell the doctor how to practice
medicine.

Senator DoLE. Are you offering any amendments

No AMENDMENTS SEEN NECESSARY

Secretary WEeINBERGER. No, sir, not at this point. We don't believe
amendments are necessary, and it may be with a complicated subject
of this kind when it is implemented some amendments will appear
necessary. There are penalties against disclosure, as you know. Maybe
they are not severe enough. At this time we don’t feel we need amend-
ments, but if somebody does, we would be glad to look at them.

But I have no hesitancy in saying it is t}%e intention of the Depart-
ment to administer this 1n a way that doesn’t have the Department
telling physicians how to practice medicine. This is a . much broader
c&mcern and would certainly be emphasized in our implementation
efforts.

Senator TaLmanae. Would Senator Dole yield at this point{

Senator DoLe. Yes, sir.

Senator TALmADGE. I promised the Secretary, due to another
engagement——

retary WEINBERGER. It is a White House engagement. I have to
be down there at 11:30. That is the only kind of an appointment——

Senator TaLMapge. I was about to su this: Senator Hansen
hasn’t had an opportunity to question the Secretary at all. Others
might want to question him at further length. I was about to ask the
Secretary to come back before the committee at his convenience and
ours to respond to the committee.

Secretary WeiNBerger. Mr. Chairman, I will leave all these gentle-
men hostage here to answer any questions.

hlSena.tor TaLMapee. With that understanding, you are excused at
this point.

Do you desire to question hissubordinates further?

Senator DoLe. If that is all right with him.

Secretary WEINBERGER. Yes.

Dr. Simmons is the man directly in charge of the execution of the

pro, in our Department.
'Iiﬁa.nk you very much.
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UtnizatioNn Review CommrrTeEs AND PSRO RELATIONSHIP

Senator Dovp. Is there any conflict between the so-called utilization
review committees that many areas have and the PSRO’s?

Dr. Simmons. Noj; in fact, that is one of the advantages of PSRO.
It really builds on and incorporates that which is working effectively.

No DurricatioN oF ErrorTs SEEN

Senator DoLs. How do you answer the argument of the doctor who
says it duplicates what we are doing in one area of the State or -
hospital?

. Stamons. That is not so.

Senator Dowrs. It is not sof

Dr. Stumons. No.

Senator DoLe. How would that work under some PSRO plan$

Dr. Stamons. The PSRO is authorized to utilize the efforts of the
existing system within hospitals that are functioning effectively. The
hospital associations are already working with these to develop mecha-
nisms. Our progmm melds into those and they are compatible. They
have a system that is about to be created that builds to the maximum
extent it can on what exists.

-

EstiMaTep CosT OoF IMPLEMBENTATION

Senator Dore. What is the estimated cost of the implementation of
the planf I have one letter suggesting that it is about $300,000.

Dr. Sumons. I can give you the budget figures.

Thirty-seven-million dollars the first year, and we will be going to
$57 million next year, which we think will be adequate to get the
PSRO effort started throughout the country. There is an estimate,
on the basis of some prototype organizations of about $250,000 to
$300,000 a year. It is hard to be sure, because some of the important
data decisions haven't been made, and in large areas the cost may
be ter, and in small areas less,

enator Dore. Is it hoped it might be a comparable savings because
of the program? Is that the primary purpose, cost containment where
Federal programs are involved {

Dr. Simmons. No; I think we have to be very honest and clear on
that. This program is one where you have instructed or asked the
profession to take on responsibility for assuring quality care. There
will be instances where the profession will find that what is going on
right now is inappropriate or can be done, in effect, with less resource
use. This will result in a savings of money. There will be other instances
where the profession will find that good quality care will result in
greater expense. Where that balance is, is very difficult to predict.
What we do predict is that you can be assured that the funds the public
has spent for medical care will be wisely spent for care of a reasonable
quality rendered in appropriate settings. |

Senator TaLmapGe. Senator Hansen.
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PSRO’s anp Private Orrice Praorice

Senator Hansen, Thank you very much, Mr. Chairman.

We have solicited suggestions from the Wyoming State Medical
Society, and we have also been in touch with the director of the Wyo-
ming-Colorado regional medical program, Dr. Nicholas, in order to
be able to make a more objective evaluation of the legislation before
us, and I think it might be helpful to offer, for whatever benefit it
may be, some of their observations. - '

get the impression that overall they feel that PSRO’s appear to
be workable, but that if this concept were extended into the private
office fpractice there would be tremendous opposition from it. I think
it is fair fo say that as long as review is done within hospitals with
medicare and medicaid patients it will not be so bad, but if and when
a national insurance plan incorporates PSRO and extends it to uni-
versities he sees real problems; that is, the executive director of the
Wyoming societ{'. Dr. Nicholas of the Wyoming regional program
feels that generally the more directly involved physicians have become
with the program, he believes, the more resentment and criticism
there is on the part of the physicians generally:

Here are some of the problems that he sees with PSRO’s. Norms
of care could be a problem, but if minimum standards are set this is
largely mitigated by the physicians’ peer review mechanism. He does
not feel such standards stifle innovation and experimentation. A hos-
pital PSRO review works well, but an extension of PSRO to office
sractioe medical care will cause tremendous resistance by private

octors. PSRO requires a tremendous amount of bothersome paper-
work and consumes about 4 hours a week of a physician’s time when
he is serving his rotation, which comes up once every 6 months. This
is half a day a week.

I might add parenthetically, Dr. Simmons, that having served on a
hospital board of trustees for a number of years, that is an extremely
important point. If there is one thing that frustrates and angers a
doctor, is to be saddled legislatively with a responsibility that he
doesn’t think really relates too much to the practice of medicine. So,
anything that can be done to minimize the filing of reports and filling
out of forms certainly would be a real plus, in my opinion.

Puysician EnporseMENT oF PSRO’s

Lastly, the director of the Wyoming-Colorado regional Progrgm
observed that nobody wants PSRO's, but they are willing to live with
it in the face of worse alternatives. I think it would be fair to say the
sition of the medical profession insofar as I know, and I am able to
iscern it in my State of Wyoming, is that having first stayed com-
pletely shy of this legislative area, and learning if they don’t have any
input in the legislation, doctors will have laws written for them by
people who really don’t know what they are doing. They have since
i:onclluded that the best thing they can do is to try to work with this
egislation.
think that in general fairly represents what I believe to be the prin-
ciple of doctors with whom I have exchanged ideas. If you would com-
ment on those points——
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Dr. Snaxmons. I would be very glad to.

First of all, Wyoming is doing a very job. Your State has
applied to become & PSRO, and that may well be possible,

t isn’t true that all of the profession is against PSRO. There are
a number who see the benefit and are taking an active part.

Senator HanseN. If you would yield at that point tor, let me
correct the impression that I certainly left with you, 1 didn’t mean to
imply that I was sgaking, triying to reflect a national consensus. I will
say insofar as I knew, recalling expressions from doctors I visited
with personally, I don’t think there was enthusiasm for PSRO’s, but
those with whom I did visit concluded it was far better to get in and
advise and to have some input into legislation in order that it could be
drafted in a manner that would reflect the professional competence
and understanding that only doctors have in this area rather than to
leave it uito Congress. I think doctors as well as others may be well
aware of the propensity in Congress for lousing things up.

Dr. Smamons. The statement that you made about the resentment

about it, actually I guess our experience in traveling around the coun-
try, and we have done that extensively in the past 8 months is that if
anything the resentment is getting less as physicians are understanding
what PSRO is. The initial resentment was against a progmm that
never existed and never could exist under this legislation. There was &
lot of confusion. If I had been as misinformed as others were, I would
have been against it myself. But as you are able to enter into a dialog
and sit down and say, there is a potential and say, here is how it is
going to operate, and provide our experience, the reaction from physi-
cians has been favorable. That is why Dr. Hunter said in his interview,
it is hard to resent a law that in its basic components cannot be called
undesirable. I think that is what you will see in the months ahead, that
the profession will understand its opportunity.
. Your concerns with respect to the office setting, I think, are very
important. The experience of groups of physicians who are already
conducting this in the private sector themselves is that it is desirable.
I think you will find that the physicians will see that in PSRO too.

Thglglrogram cannot direct them to go in the direction of ambulatory
care. There is an advantage to seeing what is going on in the offices.
But that is a judgment physicians have to make. '

_ As far as stifling innovation, I think this program may be the first
-time, in fact, will be the first time we can see where we are going and
see where there is change. On the Fa%erwork, clearly, we have to cut
that to the maximum extent possible, but one of the things PSRO can
do is identify the kinds of care that take a lot of time that is no longer
appropriate. When we find that out and change it that will free up
. physician time and beds,

There are substantial improvements we can make. The PSRO can
make improvements by developing these standards of care to free up
resources that can be used elsewhere.

Senator HanseN. You may have misunderstood me, Doctor. What I
should have read, in case I did not. was, he does not feel such standards
need stifle innovation and experimentation. If I did not make that
point clear I wish to do it now.

Senator TaLmavpce. Thank you, gentlemen.
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If Senators wish to interrogate you further we will ask you to come

back.

Senator Cortis. Mr. Chairman, may I make a request for the record #

Senator TaLmapge, Certainly.

Senator Curtis. I ask unanimous consent that the law establishing
PSRO be printed in the record and that the printer designate by
using a bolder type, certain sections of it which I have marked, but
that the record will show that this is my presentation and not binding
on the rest of the committee,

Sonator Taraapce. Without objection, that will be done.*

Thank you very much, gentlemen.

[The prepared statement of Secretary Weinberger follows:]

STATEMENT OF CASPAR W. WEINBEBRGER, SECRETARY OF Hum‘ix,
EDUCATION, AND WELFARE

Mr, Chairman and Members of the Committee, I am pleased to appear before
this Committee to report on the present and planned implementation of the
Professional Standards Review Organization (PSRO) legislation enacted as a
part of P.L. 92-063 in October 1972.

Mpr. Chairman, the task of implementing the PSRO legislation has been a diff-
cult assignment, The PSRO provisions of P.L. 92-603 are complex and controver-
sial, In the one and a half years since the enactment of the legislation we
have assembled a highly capable staff which has been actively engaged in
carrying out these provisions. It is a difficult job, but I am pleased to report
that we're on schedule and intend to continue our implementation of the statute.
And I would like to add that I believe the HEW staff has done an outstanding
job, given the magnitude and complexity of the administrative assignments,
Our desire has been and continues to be to carry out Congressional intent
in developing this important program.

I should note here that the Administration belleves that the successful im-
plementation of the PSRO legislation should have the highest priority. As the
Members of the Committee have undoubtedly noted, we have incorporated PSRO
requirements into our proposal for comprehensive health insurance. In fact,
the PSRO function has been included in many of the national health insurance
bills pending before this Committee, including the bill introduced by the Chair-
man of this Committee, S. 2513. The rationale for such requirements is clear:
No neational health insurance system can succeed in delivering needed health
care services without bullt-in mechanisms to assure the effective and efficlent
utilization of health care facilities and resources.

And let me add here, Mr. Chairman, that we have not, as some have sug-
gested, included PSRO requirements In our CHIP proposal simply asa cost con-
trol measure. PSRO is principally a quality assurance program. It is in no way
contemplated that any PSRO requirement in existing law or in CHIP would
deny needed care or quality care to any patient. The intent of PSRO, a8 we see
it, is to promote more effective utilization of health resources. If this intent
can be realized, unnecessary costs will be avoided and no one will be denied
care because of unnecessary utilization of health resources by those who do
not need the care. In short, PSRO is a program which will eliminate waste
and maintain quality—goals which all of us can agree one.

PSRO IMPLEMERTATION ACTIVITIES

Mr, Chairman, I would now like to turn to our implementation activities which
have actively involved the physician community of this country.

Implementation of the PSRO program began shortly after the passage of
the enabling legislation in October 1972. The first major task to be accomplished
was the designation of PSRO areas. In early 1978, the Department completed
the guidelines which were then used in determining the most appropriate PSRO
areas in each S8tate. To briefly summarize them, these guidelines empha-
sized that areas should not cross State or county lines; that existing review
organizations and planning areas should be considered ; that médical service areas
should be taken into account, as well as the need for coordination with Medicare
and Medicald fiscal agents; and that physician populations should generally

*See appendix B, page 819.
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range between about 800 and 2500. It should be emphasized that these were
guldelines and not absolute criteria, and they were aimed at assisting local
groups and organizations who were participating in the area designation
process.

These area designation guidelines were then distributed around the country
and used in meetings held by the Department with over one thousand inter-
ested organizations in almost every State. Based upon the discussions at these
meetings, the Department issved proposed designation of 182 PSRO areas on
December 20, 1078. We then recelved over seventeen hundred comments from a
wide variety of interested organizations and individuals and, based@ upon these
comments, we made several changes. On March 18, 1974, we then published the
final designation of 203 PSRO areas.

Many medical organizations expressed concern about the proposed area des-
ignations published in December. For example, there were some organizations in
populous States which desired designation as Statewide PSROs, a designation
which often appeared precluded by the terms of the statute. Wherever we could
do so under the statute we authorized Statewide PSROs.

But a8 we had an opportunity to talk to the leaders in many of these States,
it became quite clear that they were not asking to function as Statewide PSROs.
What they seemed to be indicating was that they wanted the local physicians,
the local regions of the States to do the medical review, to set the medical
standards, and to see that the program of review worked. They thought it
appropriate to established on a Statewide level some kind of an ald to those
groups to help them get that job done, to give them technical and administra-
tive support, and to do some things that can be done best from the State level.
We had no difficulty with that concept at all because this is what we had been
planning to do all along.

However, that is not a Statewide PSRO. That is, to use the term we have
devised, a Statewide PSRO Support Center. They will be available to the PSROs
throughout a State to help them get their job done. We are now offering federal
contract funds to those State organizations to help bring the PSRO program
into fruition in large States.

The publication of final area designates in March made it possible to accept
applications from organizations wishing to be the PSRO for a particular area.
In our discussions around the country, it became apparent that organizations
varied considerably in their stage of development. Many have been performing
peer review for quite some time and would be able to qualify for designation
a8 a conditional PSRO, Others were just getting started and were in need of
assistance to help them develop the necessary PSRO organizational structure
and review plans necessary to qualify for designation as a conditional PSRO.

‘We, therefore, decided to accept applications for two types of funding—one
from organizations which qualified for conditional designation and one from
organizations for planning purposes to help them meet the PSRO requirements.

The Department undertook a number of activities to explain to interested
organigations how they should apply for planning, conditional or support center
funding. In mid-March we issued the PSRO Manual, which contains explicit
instructions on how to apply and the basic PSRO qualifications and require-
ments. In early April, at a Washington, D.C., meeting organized by the American
Association of Foundations for Medical Care, the Department discussed with
over 400 participants the basic PSRO requirements. We also discussed the Manual
at open public meetings with our National Council and {ts subcommittees, as well
as with the major national organizations, such as the American Medical Asso-
clation, the American Hospital Assoclation, and the Joint Commission on Ac-
creditation of Hospitals.

One word about the Manual itself, The Manual contains a set of guldelines,
They are not regulations. This was done purposely so that we can gather com-
ments and modify it hased upon actual operating experience. The medical care
review system which is described in the Manual is characterized bv flexibility
and encourages local decision-making and local fnnovation. Local PSROs may.
of course, recommend alternative review systems hased upon their best fudement
and experience and which are in compiliance with the statutory requirements, -
With your permission. Mr. Chairman, I would like to submit the PSRO Manual
for the record. The Manual contains only seven of the expected 17 chapters,
The other 10 chaptera. which will cover such areas as data requirements, eval-
uation, hearings and appeals, and reimbursement, will he avallable soon, How-
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ever, we wanted to issue those sections needed to get the program started. In
addition, we have travelled extensively, meeting with almost all interested groups
in an effort to help them develop their PSROs.

Mr. Chairman, it is these meetings and other conversations we have had which
form the basis for my report to you that the PSRO program is moving ahead
on schedule.

We have recelved and are reviewing 181 proposals for planning contracts,
for conditional PSRO designation, and for Statewide PSRO Support Centers.
In addition, we have contracted with the Pennsylvania ¥Foundation for Medical
Care to be a Support Center. And I am pleased to say that yesterday we published
in the Federal Register the notice to the physicians of Utah our intent to desig-
nate conditionally the Utah PSRO.

Planning contracts for potential PSROs will be awarded to organizations
to help them meet the requirements for conditional designation as a PSRO,
and will help finance such activitles as recruiting of physician members, design-
ing their review plan and selecting staff, We are currently reviewing 104 proposals
for planning contracts. Organizations that are ready to conduct PSRO review
of medical care will be awarded funds as conditional PSROs., We are currently
reviewing 14 proposals for conditional PSRO designation. The organizations
which will be approved will have met the statutory organizational requirements
such as open and voluntary membership including a substantial proportion of
physicians in the PSRO area—which we set at about 25 percent. They will have
open election of officers and they will rotate reviewers. As conditional PSROs,
theyt'wm have developed an appropriate review plan approved by the Depart-
men

A third type of activity to be funded are the Statewide PSRO Support Centers
which I bhave already mentioned briefly. These Centers are designed to capitalize
upon the experience and knowledge of State professional organizations, partie-
ularly the State medical societies and foundations. We are currently reviewing
18 applications for Support Center funds. We expect these organizations will
stimulate and support the development and operation of the PSRO program. They
will be of particular help to local PSROs in activities such as educating physicians
about peer review and assisting groups to develop these organizational structures
and review plans. There is no doubt that the development of local PSROs can
be significantly facilitated through the leadership, experience and support of
State-level organizations.

In our {mplementation efforts, Mr. Chairman, we have been materially assisted
by the National Professional Standards Review Council, a body authorized by
P.L. 92-608. The Council has provided us with substantial advice and direction
in these early, but most important days of PSRO implementation. As the PSROs
become operational, the role of the Council will expand to include those activities
specified in the law. The Council represents a vital force in our efforts to assure
the success of the PSRO program. With your permission, Mr. Chairman, I would
like to submit for the record the minutes of the Council meetings held over the
past year.

Another important implementation step relates to data gathering. The mini-
mum data needs of PSROs have been defined and a basic data set to serve as
the foundation upon which data collection activities would be based has been
developed in collaboration with the American Association of Health Data Systems.
We do not intend to establish new data systems which would duplicate existing
systems, but rather we will build on existing systems. We believe that, in the
early phases. PSROs should not be overburdened with data they are not prepared
to use and do not yet need; nor should we encourage the hasty development
of additional data systems, the need for which remains to be demonstrated.

Our implementation activities must be carried on with close communication.
with physicians, other hea.th professionals and consumers. We are trying to
communicate directly with the medical profession through individual physicians,
through their medical assoclations, and through specialty socleties. With your
permission, I would like at this point to submit for the record copies of informa-
tional materials which we have distributed to the medical profession.

I would like to note that the W. R. Kellogg Foundation has awarded a grant
of over $1 million for a study of six prototype PSROs. This is a major, private
initiative that will complement our in.plementation of the PSRO program. This
study will develop and test alternste approaches to incorporating a greater
emphasis on quality assessment and assurance in PSRO. We are working closely
with the American Aesoclations of Foundations for Medical Care, the American
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College of Physicians, the American College of Surgeons, and the American So-
clety of Internal Medicine who are responsible for the conduct of this study.

The current PSRO effort is fortunate to have as a base upon which to build
the long history and exverience of peer review activities carried out in hospitals
and medical care foundations. We are not, in other words, creating a wholly new
peer review activity. Rather, we will be formalizing, expanding, and in some
cases, improving existing review systems and assuring that physicians participate
in and control the decision-making in medical review.

BABIO MISCONCEPTIONS CONCERNIRG PSBRO

I would now like to discuss certain misconceptions about the PSRO program
which appear to me to be the caes most commonly held,

A major concern is that PSROs will interfere with the physiclan-patient re-
lationship and impair confidentiality of patient records. I cannot stress strongly
enough that the Department shares the concern of both patients and physicians
about the need for maintaining the confidential nature of data and information
used by PSROs. We believe that PSRO activities should require no change in the
oxisting system of physician-patient relationships because local physicians, not
Federal employees, will be reviewing patient records in much the same manner
ag they are currently doing. There are strong penalty provisions in the statute
for anyone who would breach that relationship, and I am personally committed
to assuring that PSROs will not impinge on confidentiality.

As you know, I am an active member of the President's Domestic Council
Committee cn the Right ¢o Privacy. The Committee is currently preparing a
report on needed actions to assure confidentiality in all aspects of our daily
lives. The problems of confidentiality of health records in the existing system
i3 one area the Committee is examining. And I should note that confidentiality
issues have been dealt with not only in our present Medicaid and Medicare
programs, but also in existing private health insurance plans.

With the assistance of experts and affected organizations, the Department
currently is developing guidelines and regulations which will address confiden-
tiality in very specific terms. These guldelines will be made available to the
PSROs, to data processors who support PSROs and other involved groups. Their
application will be mandatory for all the PSROs and all groups which handle
data for any PSRO.

A second concern 18 that PSRO will lead to “‘cookbook medicine.” This concern
is based on the misconception that the norms, standards, and criteria of care
developed by local physicians will be the absolute determinants of care, rather
than serve as checkpoints which supplement the review process. We expect that
the development of criteria which will be done locally rather thian at the Federal
level, will take into account the efforts of the national specialty socleties and
other peer review organizations in this area, but the fundamental responsibility
for the establishment of norms, criteria and standards rests with the local PSRO.

PSRO criterla will be established for clasees of patients with & particular
diagnosis or problem. When applied, they will screen out cases requiring more
in-depth review. It is at this point that peer review really comes into play. All
factors related to the particular case in question must be considered before any
decision affecting payment is made. Mr, Chairman, we believe this is the opposite
of “cookbook medicine.” ~ -

A third concern is that PSRO represents an encroachment by the Federal Gov-
ernment in the practice of medicine. I need not remind the Members of this Com-
mitted that PSROs will be composed exclusively of local, practicing physicians,
Those physicians will form, administer and operate the PSRO in their area. They
will develop, select and modify norms, criteria and standards to be used in re-
viewing care. Only physicians can make final review determinations on care
provided by other physicians. The Federal Government has no desire or authority
to perform review of medical care. We agree with physicians that local practt-
tioners are those best qualified to review care provided by thelr peers.

A fourth concern is that PSROs will generate large administrative costs,
wholly unjustified by any benefits. As the Committee js well aware, P.L. 92-603
provides that the entire cost of administering the PSRO program is financed by
the Federal Government.

We believe the cost of the program j§s small in comparieon with the multi-
billion dollar budgets of the Medicaid, Medicare and Maternal and Child Health
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programs which are subject to PSRO review. In addition, we belleve PSRO
represents an excellent example of a good investment of Federal moneys, ‘When
PSRO is fully operational, the health dollars spent for Medicare, Medicald and
Maternal and Child Health beneficiaries will be spent better and the patients
will be recleving better quality care. In addition, taxpayers’ dollars will be spent
more effectively and with less waste of money and other resources.

A final concern which has been raised is that of the time and paperwork which
will be required of physicians because of PSRO. Mr. Chairman, as we all know,
most physicians already spend time performing peer review and related activities
in hosepitals. When hospital review 18 performed satisfactorily, and meets PSRO
objectives, the PSRO will not duplicate it. Thus, in many cases, PSRO review
will not require additional time and will not adversely affect the amount of time
physicians can spend with their patients.

In addition, the PSRO review system has been designed to minimize physician
paperwork. The physiclan’s time will be concentrated on matters requiring
professional medical judgment. Other staff can be used to do the preliminary
screening and handle administrative detail, Paperwork will be kept to a mini-
mum through greater uniformity and standardization in the collection and re-
cording of medical care data. Moreover, I want to stress that performing review
i{s on a voluntary basis, as is membership in a PSRO. No physiclan will be
forced to engage in PSRO revlew activities.

As you are well aware, PSRO is a very complex and ambitious program. We
must not move so rapidly that we make unreasonable demands upon the medical
care delivery system or have unrealistic expectations of what can be done in a
short perfod of time, B

Many organizations are now making legislative recommendations with respect
to the PSRO program. We believe this is premature, We are studying ways in
which the program might be improved. It is still too early in the development
of the program to determine exactly what form those improvements should
take—which aspects of the statute will work and which may require modifica-
tion. We have extensively analyzed the law and some of the proposed changes.
tvge have (éoncluded that the law should be implemented as it was enacted, for

¢ present. .

In the coming year we will, in conjunction with our National Council, under-
take a major evaluation of the program. We have under consideration a large-
scale assessment of the first year of the program’s operating experlence—possibly
to be carried out by a non-Federal organization. ch an assessment would
provide us with sufficient information to determine what, if any, changes should
be made in either the statute or in our guldelines and regulations. We will
also be sponsoring a National Peer Review Confergnce this fall to examine
the state of the art and to share experiences among the various PSROs and
others working in the field. The results of all of these activities will be shared
with this Committee.

Also, during the next year, the Department will continue to move ahead
vigorously with the implementation of the program. We plan to fund PSROs in
most PSRO areas and will offer extensive technical assistance to those organi-
zations requiring assistance.

THE MEDICAL PROFESSION'S RESPONSE TO PEER REVIEW

At this point, Mr. Chairman, I would like to emphasite two factors which form
much of the foundation for our implementation of the statute. The first of these
is that, as the statute requires, peer review activities are to be performed by
physiclans and other medical professionals, not by laymen and government
employees. Second,-we believe that a considerable majority of the medical
profession supports peer review and our implementation activities, In fact, it
would have been impossible to make the progress that we bave made to date
in lm})lementing P.L. 92-603 if we did not enjoy the cooperation and support
of major segments of the medical profession. '

For example, Dr. Robert Hunter, a member of the Board of Trustees of the
Atgerican Medical Association, noted in an article in American Medical News:

The real issue is whether or not our profession and our state and natfonal

;ggzlp?tégg: a::l gbotnt% t(i) alllow ttl;e;imselvgs to be divided, threatened, and
roy y the implementation of / law that—redu

elements—cannot be called undesirable.” ced to its baste
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The concept of peer review and our implementation of the statute have
brought forth the endorsement and support of many physician organizations,
including: The American College of Physicians, the American Society of In-
ternal Medicine, the American Academy of Pediatrics, the American College of
Obstetricians and Gynecologists, the National Housestaff Physicians Associa-
tion, and the Student American Medical Association. .

In addition, we are working closely with several medical specialty groups on
PSRO-related activities. For example, we .will be funding an activity by the
American College of Radiology to help determine the efficacy of five of the most
common Xx-ray procedures, We are also reviewing a proposed contract which
would help develop standards for the appropriate use of antibiotics which
involve the American College of Physicians, the American College of Surgeons,
the American Academy of Pedlatrics, the American Academy of Family Physi-
clans and the Infectious Disease Society of America. We belleve that the
Medical profession is actively involved, as it should be, and supports our
efforts to imglement the PSRO statute. Consequently, we are somewhat per-
plexed by criticism of our implementation effort which has been voiced by
certain leaders of organized medicine. We belleve that such criticlsm reflects
neither the widespread professional support for peer review which we have
found nor the real reaction to our implementation activity by the medical
profession.

SUMMARY

In conclusion, Mr. Chairman, I should like to stress our commitment to work
with the nation’s health professionals in achieving an effective quality assur:
ance program through PSROs. I believe that we have done a very creditable
job of implementing a complex statute. We believe that & quality assurance
program is neceasary, not only because of the mandate of existing law, but
because of the importance of such a program to any system of comprehensive
health insurance.

Mr. Chairman, this concludes my prepared remarks. I will be pleased to
answer any questions that you or your colleagues may have.

_ Senator TarLmapce. The next witness is Dr. Ernest Saward, chair-
man, National Professional Standards Review Council, accompanied
by Raymond J. Saloom, D.O., member, National Professional Stand-
ards Review Council.

STATEMENT OF DR. ERNEST W. SAWARD, CHAIRMAN, NATIONAL
PROFESSIONAL STANDARDS REVIEW COUNCIL, ACCOMPANIED BY
RAYMOND J. SALOOM, D.0., MEMBER, NATIONAL PROFESSIONAL
STANDARDS REVIEW COUNCIL

Dr. Sawarp, Mr. Chairman, I am pleased to have this opportunity to
appear before you. representing the National Professional Standards
Review Council. The National Council has had an interesting and

—active-first year. When the Council met for the first time last July,

< the PSRO program was essentially a hypothesis. Now it is a reality.

4

uring this crucial period, the council has been active not only in
the deliberations and decisions of the program, but also in direct
personal communication with the health professions. Because of this
unique vantage point, we welcome this chance to tell you our assessment
of the PSRO program and to report to you some of our accomplish-
ments and frustrationsin this first year.
As you know, the National Professional Standards Review Council
- was established by mandate of the legislation. Its 11 physician mem-
bers were appointed by Secretary Weinberger in June 1973.
The council’s Brimary role is to advise the Secretary in the admin-
istration of the PSRO legislation and report to the Congress. As we
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see it, this carries a twofold responsibility. The first ist oprovide advice
on program implementation within the requirements and intent of
the legislation and possible modifications thereof. The second is to
Interpret the needs and desires of both the public and the health sm
fessions and communicate this to the administration. A correspon u;ﬁ
responsibility, which council members have unhesitatingly assum
on their own, is the interpretation of the program to interested groups
and persons around the country.

fIt.mlght. say, as you will well imagine, this has taken a good deal
of time.

It would be less than candid to tell you that the council immediately
began to function effectively and productively. This first year has
been one of development for us. When we began last July, the honest
differences that exist in the medical profession about the PSRO
legislation, were naturally and inevitably present in the council. These
differences surfaced, for example, over those early decisions on area
designation policg. The council itself first had to come to grips with its
own ogml_ons and determine ways that it could work effectively as a
unit. Obviously, this took time, but we are past that now. The council
works well together, There is always free exchange of ideas and views
but there is forward movement and decisions are made. A surprising
degree of consensus now exists.

uring this early phase of Council existence, three subcommittees
were formed : one on policy development, one on issues related to data
and norms, and one on evaluation. The consultants were from a wide
range of organizations, as was mentioned earlier in previous testi-
mony. . )

Through these smaller groups, Council members discussed issues
with the staff and with consultants and then brought back to the full
Council their recommendations. While these subcommittees are not a
permanent part of Council structure and later will probably give way
to ad hoc groups for consideration of timely issues, they have worked
well this first year.

The Council has wrestled with the major PSRO policy issues as
they developed over the course of the year. Considerable (})rogrees has
been made; yet it has become clear that the issues involved in this pro-
gram are difficult ones. With some of the requirements of the legisla-
tion, there are no clearly known or available methodologies. However,
the Council is optimistic about the development of necessary methodol-
ogiee and the resolution of significant issues; and clearly, in the course
(f) this year, the requirements and the issues have come into better

ocus,

For a few minutes, I would like to address some of the specific issues
that the Council considered this past year and our recommendations.

One of the earliest concerns of the Council was the absence of peer
review requirements for federally operated health facilities. Accord-
ingly, the Council recommended extension of peer review to these
institutions. .

As T alluded earlier, area designation policy was a significant and
controversial issue for the Council. In a position statement the Council
oxpressed its-desire for the administration to consider the gossibility
of a statewide PSRO. even in States that had greater than 2,500 phy-
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sicians if that option was the choice of the physicians rather than hav-
ing local area organizations. While the administration, follawing this
legislative intent, adopted a policy of local review of care, the combi-
nation of that approach with the proposed development of the state-
wide PSRO support centers has been generally consistent with the
Council’s views. :

The whole area of PSRO data, of course, is a major consideration.
There are exceedingly difficult-issues and the Council has agreed to
adopt a specific minimal data set (the UHDDS) for use in the
PSRO pro, . Another early facilitating action took place when
the Counci ad;)&ted precise definitions of the terms “norms,” “cri-
teria,” “standards,” and “screening.” Later, the Council urged the
Secretary to form a group to study and recommend a uniform codin
system or, failing that, a set of compatible systems for recording ang
retrieving health care data.

. A continuing concern of the Council has been preadmission cer-
tification or preauthorization of hospital admissions. The Council, on
several occasions, has gone on record opposing such methods as costly,
ineffective, and potentially discriminatory. We have recommended in-
stead that the PSRO’s be informed of effective and more acceptable
concurrent review mechanisms.

The Council has spent considerable time with the subject of state-
wide PSRO Councils—their role, their membership and their organiza-
tion. Recommendations have been made on many of these issues.

The Council has been sensitive to the concern that national norms,
criteria, and standards might be imposed on PSRO’s from above. Rec-
ognizing, on one hand, the valuable work being done by various orga-
nizations in the development of model criteria sets and on the other
hand, the importance of local criteria development which has a better
chance of being internalized by those involved—the Council has urged
that all necessary assistance be given to PSRO’ so that they are able
to come up with criteria that are both locally acceptable and evalua-
tively compatible.

Evaluation of PSRO’s and the program itself are of major concern
to the Council. As a first step, the Council adopted a statement of goals
for the National PSRO program. Work continues with the staff in de-
veloping an evaluative strategy. Development of the PSRO manual
was a major activity this year for in it is contained guidelines for
PSRO development and operation. The Council reviewed each of the
chapters of the-manual as they developed, discussed them with the
staff and recommended changes both in language and in policy.

Within a short time now, several conditional PSRO’s will begin op-
eration and many other potential PSRO’s will work in a planning
phase toward developing themselves into effective peer review orga-
nizations., To get to this point, many of the tough policy issues have
been resolved ; yet many more remain. .

The Council intends to have a role in the rsolution of these issues
and others—as it advises the Department and Congress and interprets
and conveys to it the needs of the public and the health professions.

Appropriate level of care placement of the patient and appropriate
length of stay review are relatively well understood and hold large
gains to be realized. The major focus of attention, however, has been
the more difficult and less certain area of technical process review as
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the definition of quality. Here lies the greatest professional interest
and the less known methodology and consequence.

Now as the program becomes operational, the Council can begin to
take on these additional responsibilities that are mandated by the leg-
islation, Among these are assurir:f that PSRO’s have the necessary re-
sources to perform effectively and that they have access to information
and data that can be helpful and useful to them. And as PSRO’s reall
begin to function, one of the Council’s most important functions will
be to keep in touch with their successes and their problems—to evaluate
their performance—and to compare their performance with each other
During this next year, we will be working on the methodologies to ac-
complish this. The Council will have recourse to various consultants
on the special issues involved.

Eventually, the Council may want to suggest some modifications in
the legislation. At this point, however, we want to see the program in
operation—to give it a chance to function under })resent requirements.

It is clear that different health enactments of Congress apply dif-
ferent quality assurance mechanisms. For exam le, end stage renal

disease 18 given a special mechanism, and so are I O’s. It would be
wall for all to keep in mind that it is best to have only one currency in
use at a time and surely professional standard review methods should
be uniformly agp]icab e to all programs in the 203 designated areas
of our country. Special consultants can be used to qualify programs un-
der the uniform standards.

In summary, we believe that the PSRO program is off to a good
start. The program—and the council—have made considerable prog-
ress this year. We recognize the difficulties ahead, for this is a tremen-
dously complex venture and the nature of the program inevitably in-
vites divided opinions. We are, nevertheless, firmly committed to its
goals and we feel optimistic about its success.

Dr. Raymond Saloom, a member of the council and chairman of
the council’s policy development subcommittee, is with me, and we
will be happy to answer your questions.

MemeersHIP OF THE NPSRC

Senqtor TaLmance. Thank you, .Doctor, f.or your statement.

Section 1163, paragraph B, creating a National Professional Stand-
ards Review Council, reads as follows:

Members of the Council shall consist of physicians of recognised standing and
distinetion in the appratsal of medical practice. A majority of such members shall
be physicians who have been recommended by the Secretary to serve on the
Council by national organisations recognized by the Secretary as representing
practicing physicians. The membership of the Council shall include physicians
who have been recommended for membership on the Council by consumer groups
and other health care entitles. ,

Do all the members of your council fit that category ¥

Dr. Sawarp. Yes, sir.

NPSRC VisITING THE STATES

Senator TaLmapce. Have any of your members or you been in the
rt;s Sl};%sée, S?tates to work with physicians in ironing out the problems
o 8 :

33-0130-7¢ - pt.1 = ¢
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Dr. Sawaro. I personally have. Dr. Saloom is the leader of activities
in Pennsylvania. My impression is most of the members of the council
have been quite active with local groups and in working with this kind
of program, speaking at any kinds of medical meetings around the
country. ' ;

Senator Taryapce. Thank you, Doctor.

Senator Bennett.

NPSRC anp DeVELOPMENT OF NORMS AND PARAMETERS

Senator BENNETT. Dr. Saward, precisely what is the national coun-

- cil preparing to do in accordance with its authority under the section

the chairman referred to, to provide for development of sugFasted
ngrms? and parameters which local PSRO might choose to utilize or
adopt

DI:-. Sawarp. We have a subcommittee on this topic and we are look-
ing at the methodologies that are involved in trying to develop, as I
sald in my prepared text, first of all, a set of definitions that can be
uniformly applied, and what we would like to see is that the defini-
tions and the methodologies that come into being are uniform enough
so that they can be evaluated in some way, but we are not developing
the criteria for the total organizations.

I think there has already been considerable discussion of that point
this morning, that those are locally derived and the opinion has been
strongly represented on the council that to be effective they must be
locally derived. ;

AvarasiLrry ofr NPSRC 10 THE STATES

Senator BENNETT. Are you available for consultation at the request
of a local group?

Have you had any such consultations? Have any consultations with
the various medical specialty societies taken place

Dr. Sawarp. I would think again almost without exception every
one of us on the National Council has made himself available for
consultation. I have not taken an inventory of this but I can certainly
speak for myself and some of the others. We have very definitely been
involved with our local organizations and the State organizations
and interacting.

Senator BeNNETT. You mean as individual physicians, members of
the council?

Dr. Sawarp. Generally they have requested collaboration as 8 mem-
ber of the council. -

Senator Bennerr. Do you have any comments, Dr. Saloom?

Dr. Savooym. No, basically some member of our council has been in
almost every State of the Union, at least the 203 areas. I know I have
been involved in at least 10 to 15 States Spersonally. All of our physi-
cians on the council have been in various States.

Senator BENNETT. No further questions.

Senator TaLMAvGE. Senator Curtis.
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Senator CurTis. Dr. Saward, you are the Chairman of the National
Professional Standards Review Council ¢

Dr. SawarD. Yes, sir.

Senator Curtis, How many members are on that council f
—Dr. Sawarp. Eleven. At the moment there are 10 because one is
deceased. .

e Senator Curtis. Who selected them {
~ Dr. Sawarp. My understanding is that the Secretary selected them
through nominations submitted. .

Senator Curris. Who named the chairman{

Dr. Sawarp. The Secretary.

Senator Curris. What is your authority

Dr. Sawarp. As chairman?

Senator Curris. No, on the council.

Dr. Sawarp. I believe the authority is set forth in the statute.

I don’t have a copy to read back to you, but generally it is to per-
form the functions of advising the Secretary, the Congress, and to
conduct the evaluation of the program, to make recommendations for
changes in it, and to provide the development of the standards and
criteria that are essential to have some uniform data and evaluative
function.

CompensaTioN oF NPSRC MEeMBERS

Sen_tit?or Cortis. Who fixes the compensstion of the members of the
counci

Dr. Sawarp. I really don’t know specifically, but I believe the
statute handles that problem.

Senator Curtis. Fixed by the Secretary; is it not?

Dr, Sawarp. Yes.

Yes, it is in the statute also.

Senator Curris. Yes. ‘

Use or OPSR Starr BY THE NPSRC

How many full-time emrloyees does the council havet

Dr. Sawarp. The council has no full-time employees per se.

The staff of the Office of Professional Standards Review serves as
t;lm staff of the council. There is a good working relationship between
the two.

®Z. _ _ Senator Ccrris. How much time do (ou anticipate the members of
the council will find it necessary to give

Dr. Sawaro. The council meets usually for a day and a half, ap-
proximately every 5 or 6 weeks, but as I told you, as the amount
of time council members spent, that would be a very gross estimate.

We have volumes of materials to read, documents to go over, sug-
gestions to make, other kinds of subcommittee activities to conduct,
and the meeting, as I said in the statement, consumes a very great deal
of time in answering questions about the nature of this act to other
physicians and to the communities.

nator Curris. Now, what staff is it that is available to carry on
your work?t

i
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Dr. Sawarp. The Office of Professional Standards Review has a
staff, and the staff is available and used by the members of the council.

Senator Curtis. Now, that is the staff at HEW {
be?r' Sawarp. The stefl headed by Dr. Simmons, who spoke to you

ore.

Senator Curtis. It isan HEW staff{

Dr. Sawaro. Yes. .

Senator Curtis. You have no independent staff of your ownt

Dr. Sawarp. No.

Senator Curris. Who makes up %our agenda for your meeting?

Dr. Sawarp. They are made up by consultation between the Di-
rector of the Office of Professional Standards Review and myself and
whatever suggestions others who may have suggestions.

Senator But you are without an¥ supporting staff other
than that which you get from the Department

Dr. Sawaro. That 18 right.

Senator Curtis. Has the Secretary or the Department promulgated
anﬂmgllatmns or instructions to you people in writing ¥ .

r. Sawarp. I don’t recall. The Secretary spoke to the first meeting

of the council and gave his views of it, but there have been no specific

instructions,

Senator Curtis. By the Secretary, I mean, the Secretary or his dele-
gate. iII-Igave there been any instructions or regulations issued to the
counc

Dr. Sawarp. No; I don't recall specific instructions to the council.

Senator CorTis. I mean in writing

Dr. Sawarp. No. There is a teamwork function between the
Office of Professional Standards Review and the council. This was
rather slow to organize. If you would have asked me this last sum-
mer I wouldn't have been nearly so sure in my answer. But the way
it has developed in the course of the year, we find teamwork has devel-
oped in the staff of the PSRO.

Senator Curtis. You do not find yourself in disagreement with
officials and employees of HEW that are assigned to help you?

. Dr. Sawaro. We do air our views, and they have been aired many
times, and vigorouséy, at the council meetings.

Senator CurTis. Can you give an illustration of that ¢

Dr. Sawaro. Well, probably the subject of greatest difference of
opinion that occurred between—not necessarily the council as a whole,
but in some degree the council as a whole, but individuals on the
council, was the subject of area designations. There was very distinct
input of feeling and viewpoint on particular areas and the policy of
area designation.

Senator Curtis. Which side irevailed in that controversy?

Dr. Sawarp. I think in fact the intent of the law prevailed.

Senator Curtis. Yes, but—that is & gratifying thing to know. I am
sorry it isn’t a better law. )

You said there was a different point of view. I assume that was on
the interpretation of the law. Whose point of view prevailed?

Dr. Sawarp, Well, actually the area designations, the specific point
of view, I would say, of many on the council was there. There was by
no means a single opinion of the council, that the way area designa-
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tion was made, the Office of Professional Standards Review made the
ultimate decision.

Senator Curtis. The Government made it #

Dr. Sawarp. Yes, sir.

Senator Curris. That is all.

Senator TaLmapce. Senator Hansen.

. EpucaTiNne PrYsicians T0 PSRO

Senator HanseN. Dr. Saward, in discussing the PSRO program you
said that many tough policy issues have been resolved and yet many
more remain. Do you envision there will be problems with physicians
who do not know what the norms or standards are, and who will not
know how to comply with them .

Dr. Sawaep. Senator Hansen, the greatest Erobl_em with this law and
its implementation has been that the overwhelming m?i]ority of phy-
sicians either are unfamiliar with it or don’t understan itﬁ‘%nd this is
going to be a continuing problem. It is a complex law. There is no
way of saying to anybody, it is a simple law. .

The goals to be achieved by it are also complex, but very worthwhile.
The communication and understanding of how this is going to fune-
tion, and again I would like to stress the undersianding at the local
level, how it is going to function and how the thsicians are going to
have it function at a local level is key to the whole intent.

We have made tremendous gains in that area already, but they are
by no means enough. They have just begun, really, to get understand-
ing. But wherever the effort has been made one wins friends to the
intent of this kind of law.

Senator Hansen, Well, drawing upon the observations you have
just made, doctor, would it be advisable to appropriate a sum of
money for an educational component of the PSRO legislation that
would educate physicians as to what the guidelines and standards are
and how they can comply with them, in your judgment

Dr. Sawarp. I am not the person to respond on the needs of money
one way or another.

_ Senator HanseN. Would it be advisable in order to achieve the ob-
jective you have just mentioned ¢

Dr. Sawaro. The functions must go on, yes.

TarcETs FOR MopiricaTions 1N PSRO

_ Senator HanseN. You have said that you may envision modifica-
tions in the law but that you feel it best to wait until the program is
In operation. At what point, based upon your present experience,
would you recommend amendments to the law{ Do you have in mind
this year, possibly 1976, 1977, what time frame are you talking about

Dr. Sawaro. I will say it is not beyond reason that a year from now
we may seé things that we don’t visualize now and that we might have
recommendations at that time.

Senator HANsEN. What areas so far do you feel might be considered
targets for change?
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Do you have any feel yet as to the particularly troublesome areas
th:g };ou think might suggest where changes in the law ought to be -
made

Dr. Sawarp. No, I have no concrete suggestions, but the whole
subject of technical process review to attain quality is a very complex
issue, quite in & theoretical sense as well as in a practical sense. There
are very many other parameters of quality, outcome, consumer satis-
faction and so forth and so on. These areas are not spoken to in the
law. I think it is probably wise they aren’t to begin with, but I think as
the technology of quality assessment develops further there maiy be
recommendations as to how more feasibly and how more effectively to
come to some of these goals. There is no question we desire the goals.

Senator Hansen. Have-you had correspondence from physicians
about the country and from hospitals as well which m;lgl})l: helpful
in assessing some areas of concern that you think would be candidates

for—

-~ mail.

Dr. Sawarp. I don’t think that one could be on the council very long
before we had letters from fellow physicians, and we have had them
ﬁoinin in, and indeed, some of the suggestions, I am sure, will be

e .
ator HansoN. I am glad there have been no breakdowns in the

Thank you, Mr. Chairman.
Senator BENNETT. Mr. Chairman, may I have another minute
Senator TALMADGE. Senator Bennett. '

RespoNsIBILITY OF SECRETARY IN DEstaNnaTiNG PSRO Arras

. Senator BeNNETT. I am sorry. Senator Curtis left because his dis-
cussion with {ou about your participation in the development of the
PSRO areas left in my mind a little bit of a feeling that he had the
impression that this was part-of your function. He has already read
this into the record,

The Secretary shall, not later than January 1, 1974, establish throughout the
United States appropriate areas with respect to which Professional Standards
Review Organizations may be designated. - _

Is there anything in your charge which gives you responsibility in
the designation of the areas? '

Dr. Sawarp. We felt our responsibility was to give advice about
policy in as full form as we could from what we knew was happening
with physicians of the country, because we were all practicing physi-
cians,

Senato BENNETT. But you agree in the end it is the responsibility of
the Secretary to designate the areast

Dr. Sawaup. I never thought otherwise.

Senator BENNETT. I think it is significant that they started out with
183 and euded up with 204, so obviously the Secretary took the advice

- of a great many physicians around the country, and I am sure he took

yours, in making this readjustment which produced approximately 21
more areas than have originally been anticipated.

Dr. Savroou. I think in all fairness too, Senator, we have to mention
that the support center concept was very much on advice from the
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council, that we felt that we had existing medical organizations that
should be used. This was one of the recommendations that came from
the council.

Senator BENNETT. You are, quote, an advisory council, and I am
delighted to see you take that part of that function seriously.

REespoNsBILITY OF SECRETARY IN REViEwING PSRO Work
QuaALrTY

Earlier in the discussion while the Secretary was here the question
wad raised by the Chairman of the Committee, Senator Long, as to
who had the power finally to review the quality of the work being done

. by the PSRO’s, and the record very clearly says that the Secretary does

not have that power, but in the event there are questions about that
quality, those questions may come u'p to you.

Do you have that understanding

Dr. SavLooM. Yes, sir. .

Senator BENNETT. Of course, you haven’t had any yet because we
haven't had any areas designated. But you have the clear understand-
ing that is part of your responsibility

. SAwarD. The way we are working, we are anticipating that
function, and-the fact that one of the three subcommittees we have
is on evaluation is directly directed to that topiec.

Senator BENNETT. I 8uppose it is premature to ask-you to give us
anﬁ kind of a reading on the approach you think you may take?f

r. SAwArp, I think it is ﬁremature, but we have been working out
to define the goals so we will have a way of measuring what it 18 we
are evaluating,

Senator BENNETT. Let’s assume that such a complaint comes and

ou evaluate it under your criteria and you decide that the local agency
18 in fact failing, do you have any power to force them to change their
set of criteria ¥

Dr. Sawarp. We would hope at least we have the power of communi-
cation with them and give them our thoughts as practitioners.

Senator BENNETT. You have that power obviously, but do you have
the power to in fact say to those groups, you must change this par-
ticular parameter? :

Dr. Sawarp. Not that I know of.

Senator BENNETT. So in the end the ultimate right to set the param-
eters rests with the local organizations?

Dr. Sawarb. That is right.

CREDENTIALS OF MEMBERS oF THE NPSRC

Senator TaLmapce. Doctor, I have only one final question.

I have already read this language into the record. The language
creating a National Professional Standards Review Council states:
“Members of the Council shall consist of physicians of recognized
standing and distinction in the appraisal of medical practice.”

‘Would you please submit for the record the credentials of the Mem-
bers of your Council that comply with that part of the statute?

Dr. Sawae. Certainrll'i.

Senator TaLMADGE. Thank you, sir.
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Thank you very much, Doctor. We appreciate you and your associ-
ate, Dr. Saloom, being with us and your contribution.

Senator Long. - —

The CrammaN. Doctor, I just want to congratulate you for your
statement and your dedication to the cause of good health and the
health of people of this country, and your taking on of this burdensome

duty.

Yyou don’t have an easy task. I appreciate your taking on this type of
task and the same goes for members of your Council.

Senator Tarmapee. Thank you, gentlemen,

[The following was subsequently supplied for the record:]}

FRNEST W. SAWARD, M.D.

Born : October 19, 1914—New York Olty. -

Bducation: Grade S8chool—New York Oity ; High School—Franklin, New York;
gogegle—mm gate University, A.B. 1888 ; University of Rochester Medical School,

Professional Experience: House Officer, Barnes Hospital, St. Louis, Missouri,
1089--1941; President, Peter Bent Brigham Hospital, Boston, Mass,, 19041-1042;
Wartime, Chief of Medicine, Hanford Bngineer Works (Atomic Energy Project) ;
1948-1970, Medical Director, The Permanente Clinic, Kaiser Foundation Hos-
pitals and Kaiser Foundation Health Plan, Portland, Oregon; 1964-1970, Execu.
tive Committee, Community Health Foundation Medical Group, Cleveland, Ohio;
and 1970-present, Professor of Social Medicine and of Medicine and Associate
Dean for Extramural Affairs, University of Rochester, School of Medicine and
Dentistry, Rochester, New York. - )

Member or Fellow: Group Health Assoclation of America (President); Na-
tional Academy of Sclences Institute of Medicine; National Academy of Sclences
Panel on Health Status of the Disadvantaged; American Public Health Associa-
tion; American Board of Internal Medicine; American Medlical Assoclation;
American Heart Association ; American College Chest Physiclans; American Fed-
eration for Olinical Research ; American Association for Advancement of Science;
The Preventive Heart Reconditioning Foundation, Inc.,, Vermont (Board Mem-
ber) ; Xerox Center for Health Care Research (Board of Trustees) ; and Milbank
Memorial Fund (Technical Board),

Technical Adviser (1082-present) : Plan de Salud para la Comunidad.in Cor-
doba, Argentina ; 0.B.M.1.C,, Buenos Aires, Argentina,

Project Director (1966-1970) : Office of Economic Opportunity Health Project,
Portland, Oregon. .

Recent Publications: - .

Saward, B, W., “The Kaiser Foundation Medical Care Program, Oregon Re-
glon: A Close Look at a Group Health Program in Action,” Proceedings of the
Eleventh Annual Group Health Institute of the Group Health Association of
America, Portland, Oregon, May, 1061, pp. 126-129.

Saward, B. W., “Use of Extra Charges,” Proceedings of the TAirteenth An-
;ﬁlgvun Health Association of America, Detroit, Michigan, May, 19068, pp.

Saward, B. ‘'W., “Reactions to the West German Medical Care Program with
Particular Reference to Cardiovascular Disease,” American Journal Cardiology,
Vol. 18, May, 1064, pp. 681-682.

Greenlick, M. R., Ph.D., Hurtado, A, V., M.D., and Saward, B. W,, M.D,, “The
Objective Measurement of the Post-Hospital Needs of a Known Population,”
American Josurnal of Public Health, Vol 58, No. 8 August, 1968.

Greenlick, Merwyn R., Ph.D,, and Saward, Brnest W., M.D., “Impact of a
Reduced-Charge Drug Benefit in a Prepaid Group Practice Plan.” Public Health
Reports, Vol. 81, No. 10, October, 1968, pp. 988-840. -

Saward, B, W.,, M.D., Blank, Janet D., B.8S., and Greenlick, Merwyn R., Ph.D,,
“Documentation of Twenty Years of Operation and Growth of a Prepaid Group
Practice Plan,” Medical Care, Vol. VI, No. 8, May-June, 1968, pp. 281-244.

Saward, B. W., M.D,, “The Relevance of Prepaid Group Practice to the Effec-
tive Delivery of Health Services,” Fighteenth Annual Group Health Assoola-
gaon r:lf America, Institute Proceedings, June 18, 1968, S8ault 8te, Marie, Ontario,

nada.
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Greenlick, Merwyn R., Ph.D., Hurtado, Arnold V., M.D,, Pope, Clyde R., Ph.D
Saward, Ernest W., M.D,, and Yoshioka, Samuel 8., #Identifying Determinants o
Medical Care Utllization,” Ninety-sixth Annual Meeting of American Publie
Health Assoclation at Detroit, Michigan, November 10-15, 1988,

Colombo, Theodore J., M.P.H., S8award, Brnest W., M.D., Greenlick, Merwyn R.,
Ph.D., “The Integration of an OEO Health Program into a Prepaid Comprehensive
Group Practice Plan.” Ninety-sixth Annual Meeting of American Public Health
Association at Detroit, Michigan, November 10-15, 1688,

Hurtado, Arnold V., M.D., and S8award, Ernest W., M.D., “The Organization ..
and Utilization of Home Health and Extended Care Facllity Services into a
Prepald Comprehensive Group Practice Plan,” Ninety-sixth Annual Meeting of
American Public Health Association at Detroit, Michigan, November 10-18, 1968.

Saward, Ernest W., “The Relevance of the Kaiser-Permanente Experience to
the Health Services of the Eastern United States,” Bulletin of the New York
Aoademy of Medicine, Second Serles, Vol. 48, No. 9, pp. 707-717, September, 1970.

Hurtado, Arnold V., M.D., Greenlick, Merwyn R., Ph.D,, McCabe, Marilyn,
B.A., and Saward, Ernest W., M.D,, “The Utilization and Cost of Home Care and
Extended Care Facility Services in a Comprehensive, Prepald Group Practice
Program,” Ninety-elghth Annual Meeting of American Public Health Associa-
tion, Houston, Texas, Octobar 26-30, 1970.

Greenlick, Merwyn R., Pb.D., Freeborn, Donald K,, Ph.D., Colombo, Theodore
J., M.P.H,, Prussin, Jeffrey A, M.A, and Saward, Ernest W., M.D,, “Compar-
ing the Use of Medical Care Services by a Medically Indigent and a General
Membership Population in a Comprehensive Prepaid Group Practice Program,”
Ninetyieg%th Annual Meeting of American Public Health Assoclation, October
26-30, y .

Saward, Ernest W., M.D,, “Some Values Inherent in an Organized System of
Medical Care,” Proosedings of the Royal Soolety of Medioine Anglo-Amerioan
Oonference on Medical Oare, London, April 5-7, 1971, (In Press).

B, ScrivrER, M.D.

Bducation: grade school, graduated 1920; high school, Central High School
Graduated 1924; B.S. degree, Washington University 1926; M.D. degree, Wash-
ington University 1930; Surgical internship, Barnes Hospital, 1030-1631; mater-
nity hospital, St. Louis University 1981-1932 ; assistant resident, Barnes & St.
fouislggitemlty 1082-1088 ; and resident gyn-ob, Barnes & St. Louis University

Date of birth: January 20, 1807, St. Louis, Missourt.

Marital status: Married Ruth Shaw—January 10, 1931. Mrs. Scrivner is active
in civic affairs, Woman's Auxiliary to St. Clair County Medical Society, Woman's
Auxiliary to the Illinois State Medical Society, Woman’s Auxiliary to the Ameri-
can Medical Association, President-elect 1972-73. .

Two sons—Peter C., Administrative Assistant to Congressman Melvin Price,
V{ﬁshlngton, D.C. Two children ; Roger M., Attorney, East 8t. Louis, Illinols. Two
c d!w.

TEACHING APPOINTMENTS

Assistant Clinical Professor, Dept. of Ob-Gyn, Washington University ; School
of Medicine, St. Louis, Missourl.

HOSPITAL STAFF APPOINTMENTS

Belleville Memorial Hospital, Belleville, Illinols; Centreville Township Hos-

pital, Bast St. Louls, Illinois; Christian Welfare Hospital, East 8t. Louis, Illi-
nois; St. Blizabeth Hospital, Belleville, Illinols; St. Mary Hospital, Bast 8t.
Louis, Illinois; Barnes Hospital, 8t. Louls, Missouri; and St. Louls Maternity
Hospital, St. Louis, Missourl.

MEMBERSHIP AND OFFIOES IN 60CIETIES, BOARDS, AND FELLOWSHIPS

American Medical Association, Committee on Health Care of the Poor—1970-
71, 1971-72, 1972-78; Illinois State Medical Soclety ; President-elect 1972-78;
Board of Trustees—Since 1068 ; Chairman, Board of Trustees 1970-71, 1971-72;
Maternal Welfare Committee—1954-1063; Chairman 1061-62, 1962-88; Vice
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Chairman 1966; Nursing Committee—Chairman 1962; Bthical Relations Com-
mittee—Chairman 1966 ; Perinatal Committee—Past CoChairman ; Southern Ili-
nols Medical Society—President 1962; St. Clair County Medical Society—
President 1948 ; American Association for Maternsal and Child Health, President
1967-1968; Board of Directors—Since 1962; Executive Committee—Since 1062;
Illinols Assoclation for Maternal and Child Health; President 1958; Executive
Committee—Since 1960; American Cancer Soclety, Illinois Division; Board of
Directors ; Scientific Committee ; 2nd Vice President 1970-71, 1971-72; American
Cancer Soclety, District VIII (Formerly 8t. Clair County Chapter) ; Executive
Committee; Illinois Obstetrical and Gynecological Soclety; Past President;
Chairman, Legislative Committee; 8t. Lonis Gyn Soclety; Fellow American Ool-
lege Obstetriclans and Gynecologists; Diplomat in American Board of Obstetrices
and Gynecology—1939; Fellow American College of Surgeons—1651; American
w of Surgeons, Liaison Fellow, Commission on Cancer, District 12—Since

CIVIC ORGANIZATIONS

Belleville Area College School of Nursing ; Advisory Committee to Nursing Ed-
ucation—Chairman; Nurse Scholarship Committee of St. Clair County—Chalir-
man; Bi-State Regional Medical Program—Illinois Representative; ARCH BI-
State Comprehensive Health Planning—Executive Committee, Board of Direc-
tors, 1065-1972; St. Clair County Medical Soclety Inner City Health Programs
Health Guide Program—Chairman 1969 ; East St. Louis Social Planning Council:
Director 1971; Past Vice President; Health 'and Hospital Division—Chairman
4 years; Illinois Association for Mental Health—Director-at-Large 1968-1971;
Mental Health Association of 8t. Clair County: Board of Directors; Past Presl-
dent; Illinois Regional Medical Program, Task Force V—1988; Illinois Depart-
ment of Public Health, Advisory Hospital Council (reappointed to 6/30; Illinois
Comprehensive Health Planning Advisory Councll 1971-74; United Fund of
Greater East St. Louis, Board of Governors 1970-73; Illinols State Trust Com-
pany—Board of Directors; and Bankers Trust Company—Board of Directors.

RAYMOND JACOB SALOOM

Bora: July 1, 1930, Pennsylvania.

Marrtied t the former Mary Jo Manno and the father of five sons.

B.S. degree, 1955, University of Pennsylvania,

D.O. degree from the Philadelphia College of Osteopathic Medicine (formerly
the Philadelphia College of Osteopathy) 1960.

Interned : Bashline Osteopathic Hospital, Grove City, Pa.

Liceused : Pennsylvania, Rhode Island, Ohlo.

Mil‘tary Service—February, 1951-January, 1954 served in the U.S.A. Counter
Intriligence as 1st Sgt. Maj., 108th CIC Detachment, Fort Meade, Md. He
reccived competitive Reserve Commission of 2nd Lt. in military intelligence.
He holds a citation for recognition of meritorlous and outstandng performance
of duty.

Dr. Saloomn is currently president-elect, and a member of the Board of Trust-
ees, of the Pennsylvania Osteopathic Medical Assoclation.

ORGANIZSATIONS AND OFFICES HELD

Past President and Secretary-Treasurer of the 9th Dist. Pa. Osteopathic Medi-
cal Assocliation.

Vice President of the Pennsylvania Osteopathic Medicél Association.

Chsirman statewide Utilization Insurance Review Committee of the Pa.
Osteo, Medical Ass'n.

Delegate to the American Osteopathic Association.

Member of the Pennsylvania Medical Soclety at Western Pennsylvania Steer-
ing Committee aa a representative of the Pa. Osteo. Med. Ass'n.

Member of the Pa. Osteo. Med. Ass'n Committee on Ethics and Grievance.

Member of the Pa. Osteo. Med. Ass’'n Committee on Medical Care Plans.

Member of the Pa. Osteo. Med. Ass'n Committee on Veterans Affairs.

Chairman of the Pa. Osteo Med. Ass'n Committee on Veterans Affairs.

Blue Shield Commissioner for Butler County.
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Member of the Physiclans Advisory Committee of the Western Pennsylvania
Comprehensive Health Planning Agency.

Chairman utilization and audit committee for Bashline Memorial Hospital.

Member of the Executive Committee of the Baghline Memorial Hospital.

Vice Chairman—OB Dept., Bashline Mem. Hosp.

Secretary Dept. of GP, Bashline Osteo. Hosp.

American College of General Practitioners, member of their Board of Trustees.
A;‘Lctive member of the Philadelphia College of Osteopathic Medicine Alumnf

'n. .-

Member of Syria Shrine.

Member of the New Castle Consistory.

Member of Grove City Masonic Cedar Lodge No. 800.

Member of the American Legion.

Member of the Lions Club. ' ~

Member of the Moose,

Was a delegate to the National Academy of General Practice.

Phi Sigma Gamma Fraternity—past president, vice president, secretary-
treasurer and member of board of trustees, )

Dr. Saloom was the first D.0O. to be employed by the Civil Service Commission.
On July 2, 1968, he was appointed medical officer, general medicine and surgery,
for the Civil Service Commission, division of retirement and insurance. .

Residence: RD2, Harrisville, Pennsylvania 16038.

Office : 301 Prairie Street, Harrisville, Pennsylvanta 16038.

Hospital Staff Membership: Bashline Hospital, 516 Oakland Avenue, Grove

City, Pennsylvania 16127.

RoseRT B. HONTER, M.D.

Robert B. Hunter, M.D,, of Sedro Woolley, Washington, was elected to the
?MAI%%M of Trustees in June 1971, and re-elected to a full three-year term in

une . -

A native of Fort McDowell, California, Doctor Hunter was born on April 10,
1919. He earned his B.S. at the University of Washington in 1839 and graduated
from the University of Pennsvivania Medical School in 1948. Doctor Hunter
completed his internship at Buuuio General Hospital in Buffalo, New York.

In 1944 Doctor Hunter joined the Army Medical Corps. He served in the
’Paclig&. Theater and had attained the rank of captain when he was discharged
n -

Having served as president of the Skagit County Medical Society and the
Washington State Medical Association, Doctor Hunter was elected to serve as
a Washington delegate to the AMA House of Delegates in 1964. He served in
this capacity until his election to the Board of Trustees. Doctor Hunter was &
member of the Council on Constitution and Bylaws from 1068 to 1971, and he
has chaired two reference committees and belonged to many raore.

Doctor Hunter 18 & member of a three-man partnership in general practice
and geuneral surgery. He belongs to the active staff of United General Hospital
in Sedro Woolley, and is part of the courtesy staff of both Skagit Valley Hosepital
in Mt. Vernon and Island Hospital in Anacortes.

Dr. Hunter {8 8 member of the faculty of the University of Washington School
of Medicine, Department of General Practice.

He is & charter member of the American Board of General Practice, and also
belongs to the Washington State Obstetrical Society and the Pan Pacific
Surgical Association. Doctor Hunter was chairman of the Washington State
Medical Disciplinary Board from 1964 to 1970.

Among his community activities, Doctor Hunter lists the Sedro Woolley
Rotary Club, the S8edro Woolley Chamber of Commerce, the American Legion,
the B.P.0O.E,, the Bellingham Yacht Club and the Washington Athletic Club.

Doctor Hunter's hobbles including fishing, swimming, and’ collecting canes
and miniature owls. Doctor and Mrs. Hunter have two sons.

Donalp O. HARRINGTON, M.D.

mft&lgoefs Address: 445 West Acacia Street (P.0. Box 280)—Stockton, Califor-
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Birth Date: July 28, 1012, Jacksonville, Oregon.

Bducation: Medical School: University of Clifornia 8chool of Medicine, San
Francisco, California, M. D. Degree—June, 1838,

‘ lI'lx‘lll:ernshlp: University of California Hospital-—1038-39, San Francisco, Call-

ornia.

Camnesigel:cy: University of California Hospital—1880-41, San Francisco,
0 .

Past Professional Activities: California Medical Association Council; Board
of Trustees—California Blue Shield ; Chairman, Medical Services Commission—
California Medical Asociation; Consultant, Department of Public—State of
O:g:m Member of Advisory Committee of Mental and Child Health—8tate
o 0 .

Present Status: Private Practice—Obstetrics and Gynecology; Chief of Ob-
stetrics and Gynecology—San Joaquin County Hospital ; Medical Director—San
Joaquin Foundation for Medical Care; President—American Association of
Foundations for Medical Care; Chairman—HCSA Data Committee.

Military : Major—U.8. Army Air Corps—1042-1946.

Socleties: San Joaquin County Medical Society; California Medical Assocla-
tion; American Medical Association; San Francisco Gynecological Assoclation;
Padific Toast Gynecological Assoclation; and California Academy of Medicine.

Licenses: State of California—July, 1938.

Certification : Diplomate—American Board of Obstetriclans and Gynecologists;
Fellow American College of Surgeons; and Fellow American College of Obstetri-
cians and Gynecologists.

RoBERT JOHENS HAGGERTY

Born: Saranac Lake, New York, October 20, 1925.

A gd:eation: Cornell University, A.B.—1946, M.D.—1949, Phi Beta Kappa,
Internship: Strong Memorial Hospital, Rochester, New York, 1049-51.
Residency: Pediatrics, Childrens Hospital Medical Center, Boston—198583-55.

1 &diedical Director, Family Health Care Program, Harvard Medical School, 1658
Professor of Pediatrics; Chairman of Department, University of Rochester

School of Medicine, 1064-present.

Health Services Research Study Section, NCHSR&D—-HS, Member 1064-70,

Chairman 1968~70.

Member New York State Health Planning Advisory Council.

Military—Capt. U.S.A.F,, 1051-53. -
Markle Scholar, Academic Medicine, 1062-67.

Member : Assoc. of Medical S8chool Pediatrie Dept. Chairmen.

President of Amer. Assoc. of Poison Control Centers, 1062-84.

American Academy of Pedlatrics.

American Pediatric Soclety.

Assoclation of Ambulatory Pediatric Services (Chairman, 1983-64).
Association of American Medical Colleges.

——ep

MEeRLIN K, DUVAL, M.D., ASSISTANT SECRETARY FOR HEALTH AND SCIENTIFIC
Arrams

Dr. Merlin K. DuVal was nominated May 18, 1971 by President Nixon for the
position of Assistant Secretary for Health and Scientific Affairs. His nomination
was confirmed by the Senate on June 19, 1971, and he was sworn in July 21,
1971 by HEW Secretary Riliot L. Richardson.

Ag Assistant Secretary Dr. DuVal directs the activities of the Public Health
Service. He provides health policy direction for and coordinates all health and
health-related programs in the Department with thoee of other Federal agencies
in addition to advising and providing technical support to international health
organizations. He has major staff responsibilities in the fields of health and
met(il‘iﬁine, population dynamics, scientific affairs and finternational. health
ac es,

——— e
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Dr. DuVal was born in Montclair, New Jersey, October 12, 1922, After recel
his A.B. degree from Dartmouth College in 1943 and his M.D. from Corne
University Medical College in 19046 he interned in surgery during 1046-47 at
New York Hospital, New York City. He then joined the Navy for two years,
serving at the U.S. Naval Hospital, 8t. Albans, New York, and at Little Creek,
Virginia. During 1948-560, he was an intern at Roosevelt Hospital in New York
City and from 1950-54 served as resident in surgery at the Veterans Administra-
tion Hospital, Bronx, New York. :

He became an instructor in surgery at the State University of New York School
of Mediclne, Brooklyn, in 1954 and Assistant Professor of Surgery a year later.

In 1957 Dr. DuVal went to the University of Oklahoma Medical Center as
Assoclate Professor of Surgery. He was Professor of Surgery from 1961-64 and
Vice Chairman of the Department of Surgery from 1900-64. He also served
a8 Director of Development, and in 1962 became Assistant Director of the
Medical Center.

In 19684, Dr. DuVal accepted an invitation to develop the new College of Medi-
cine at the University of Arizona, as dean. He was serving in that capacity when
nominated by President Nixon for the post of Assistant Secretary for Health
and Scientific Affairs.

Dr. DuVal is & Fellow of the American Oollege of Surgeons and also serves on
the College’'s Committee on Undergraduate Education. He has served as chair-
man of: the Commission on BEducation for the Health Professions of the Na-
tional Association of State Universities and Land Grant Oolleges; the Task
Force on Accreditation of the Lialson Committee on Medical Bducation; the
Governor of Arisona’s Steering Committee to Regional Medical Programs;: and
the Arizona Anatomical Board. He is a member of the American Surgical Asso-
clation Committee orn Governmental Relations.

He was Director of the Arizona Regional Medical Programs, and was on the
board of directors of the Southwest Research Foundation, the National Founda-
tion for Asthmatic. Children (Tucson, Arisona), and the Arizona Kidney
Foundation. ’

Dr, DuVal is a Diplomate of the American Board of Surgery and the National
Board of Medical Examiners. His other memberships include: The American
Medical Association, National Assocliation of State Universities and Land Grant
Oolleges, Medical Soclety of the United States and Mexico, Soclety of University
Surgeons, American Surgical Association, Association of American Medical Col-
leges, International Surgical Society, American Association for the Advancement
of Bcience, Arizona Medical Assoclation, Arizona Surgical Association, Pima
County Medical Society, and the Tucson Surgical Society.

He is on the editorial board of the Journal of Medioal Education and was
Assoclate Editor of Arizona Med{icine.

Dr. DuVal {s married to the former Carol Nickerson. They have three chil-
dren—David, 24 ; Barbara, 22; and Frederick, 16.

Rure M. Coverr, M.D.

Date and Place of Birth: August 12, 1636; San Francisco, California.

Marital Status: Married ; two children.

Education : Stanford University : B.A. with honors, 1958 ; University of Vienna:
No degree, 1055-56; and University of Chicago: M.D. 1962,

Training: July 1962 to July 1968: Intern in Medicine, University of Chicago
Hoepitals and Clinies, Chicago, Illinois; July 1068 to July 1984: Resident in
Medicine, University of Chicago Hospitals and Clinics, Chicago, Illinols.

Brief onology of Employment: April 1059 to June 1962 (intermittently) :
Beoearc(l’:mand tralnlng "i'lisit::li Departments of Anatomy and Surgery, Univer-
sity of cago, Chicago, Il i

ugust 1064 to June 1068: Medical Officer, Division of Medical Care Admin-
istration, USPHS, Washington, D.C. Bulk of work was on the development of
policies, standards for providers of service and regulations for the Medicare
Program. Also provided consultation and assistance to grant applicants in the
development 'of programs that would qualify for community health project
grant support, served on Surgeon General's committee on Radiation Practices,
assisted in development of OEO training programs, etc.
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June 10668 to August 1067 : Medical Officer, Program Planning and Evaluation,
Office of the Surgeon General, USPHS, Assisted in development of PHS program
atructure, goals and objectives. Acted as staff member of special program analyais
group established by the Secretary to investigate the policy and program issues
surrounding providing comprehensive health care for children. Assisted in draft-
ing child health legislation. 8ix months spent on detail to the SBecretary's office

program analysis on the delivery of health services for the poor.

September 1907 to January 1960 : Medical Officer, Office of the Assistant Secre-
tary for Planning and Evaluation, DHEW (left at Grade 15). Sentor staff as-
gistant for program evaluation. Chairman of interagency health evaluation
roundtable. Oonsultant to OEO on evaluation of neighborhood health centers.
Provide consultation {n health planning to agencies. Assistant in development of
five year DHEW health plans. Initiate and coordinate special apalytical studies
used to make major decisions at Department and Bureau of the Budget levels.

January 1969 to present: Consultant to Health Bervices and Mental Health
Administration and OBO (occasional).

April 1069 to preeent: Health Sciences Planning Officer, functioning as staff
assistant to the Vice Chancellor for the Health Sclences and Dean of the Bchool
of Medicine at the University of Qalifornia at Ban Diego, La Jolla, California;
concerned with long range planning for the medical and health sciences which
includes developing long range plans and projections based on current academic
plans, assisting in the development of alternative and/or additional strategies
and programs, assuring that capital and budgetary activities reflect such program
planning, assisting in the analysis and development of resources and programs
supportive to our education program; acting as Executive Secretary to the UCS8D
Health Sclences Planning Council, concerned with overall medical achool relation
to the community in service and training programs. ;

May 1070 to present: Lecturer, Department of Community Medicine, Univer-
sity of California at S8an Diego.

Honors: Phi Beta Kappa; Alpha Omega Alpha; and DHEBW Buperior Work
Performance Award.

Membership:

Assoclation of Teachers of Preventive Medicine (member, Committee on Allied
Health Personnel). ,

American Public Health Assoclation (APHA).

Medical Care Committee, APHA. :

Chairman elect, Western Section—Association of American Medical Colleges
Pl Group.

San Diego Planned Parenthood Medical Advisory Committee.

Citizens Health Services Advisory Committee, San Diego City 8chools.

RMP-CHP Allled Health Task Force of 8an Diego and Imperial Counties.

Community Health Section, Comprehensive Health Planning Association of
San Diego, Imperial and Riverside Counties.

Model Cities Health Project, Community Advisory Board.

Chairman, Chancellor’s Afirmative Action Subcommittee on Women.

Community Advisor to the Junior League of 8an Diego County.

Physician's Assistant Committee, and Task Force on Determination of Needs
for Education Programs in Health Sciences, Coordinating Council for Bducation
in the Heatlh Sciences, San Diego and Imperial Counties (prepared Physiclan’s
Assistant contract proposal).

Selected Publications, Reports, ete.

Prohaska, John V. and Collins, Ruth M., “Pseudomembranous Bntercolitis”,
Surgery, October 1962,

“Health Insurance for the Aged—Conditions of Participation for Hospitals",
USDHBEW, USGPO, Febraury 1966 (major author)-—Condiitons of Participation
for Independent Laboratories”, USDHEW, USGPO, March 1968 (major author).
Oonditions of Participation for Home Health Agencies”, USDAEW, USGPO,
March 1968 (major author).

‘“Maternal and Child Health-Programs”, USDHEW, USGPO, October 1966
(major contributor). ' S

“Human Investment Programs—Delivery of Health Services for the Poor”,
USDHBW, USGPO, December 1987 (author).

“Child Development : Summary of the Child Development Task Force Report”, -
April 1968 (contributor). .

“University of California—Planning for the Health Sciences 1070-80", Office
of the President, November 1970, pp. 180 (major staff contributor).
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Covell, R M. “Impact of National Health Insurance Plans on the Copsumer”,
pp. 62-68 in National Health Insurance, Eilers, R.D, and Moyerman, 8.8. (eda)

Homewood, INlinols : Irwin Inc., July 1971, .

Policy paper on Peer Review prepared for American Public Health Association
and used by DHEW Office of Assistant Secretary for Health and Science Affairs
and Commissioner of Social Security as staff document. Report presented 11-T1

" atannual APHA meeti

Other: Member, USgD Advisory Committee for the Biomedical Library;
Member, Community Medicine Concentration Area Committee; Member, Com-
munity Mental Health Center Advisory Committee, PPRO, Irvine; and Member,
Health Bervices Bvaluation Panel, CCRMP.

CreMeNT R. Baoww, I, M.D.

Date of Birth : February 27, 1928, in Washington, D.C.

Marital Statua: Married, seven children.

Bducation: High School: 8t. Anthony, Washington, D.C.; College: Catholic
University of America, Washington, D.C., B.A. cum laude, 1940 ; Medical School:
Georgetown University School of Medicine, Washington, D.C, M.D., 1653;
Internship: Providence Hosapital, Washington, D.C., Rotating Intern, 1053-1054.

Medical Residency : 1956-1959.

First Year : Providence Hospital, Washington, D.C.

Second Year: D.C. General Hospital-—S8enior Resident, Georgetown University
Medical Service : 8 months—pulmonary disease, 8 months—cardiology, 2 monthe—
cardicpulmonary lab (performed and assisted with cardiac catherization daily,
along with a full range of pulmonary function studies, inciuding blood gas and
work of breathing studies.) 4 months—general medical wards (medical consult-
ant to admitting and emergency room, and psychiatry section).

Third year: Robert Packer Hospital & Guthrie Clinie, S8ayre, Pennsylvania—
Chief medical resident: 2 months—cardiology service; 4 months—gastroenter-
om service; 8 months—conducted my own service (responsible for all patients
admitted through dispensary, assisted in educational program, lectured-in car-
diology, pulmonary physiology, vector electrocardiography.)

Fellow in Research in Medical Education: (sponsored by American Heart
Association) 1064-1065, University of Illinois Medical Center, Office of Besearch
in Medical Bducation, Chicago, Illinois.

Military Service: Captain, U.8. Alr Force, 1054-1006; Commander, 525th
USAF Infirmary, New Castle A.F.B., Wilmington, Delaware. Honorably Dis-
charged, August, 1956.

Exmnc::sm: Ilinols, Pennsylvania, Diplomate of the National Board of Medical
aminers:-

Certificatioi: : American Board of Internal Medicine, November, 1064. -

Academic Positions: 1971 to present—Director of Medical Bducation, Mercy
Hospital and Medical Center, Chicago, Illinois. Supervision of education pro-
grams for internships and residencies. Involved in education program develop-
ment at undergraduate, graduate and contimuing education levels. Application
of the Bi-Cycle Concept through quality assurance program to achieve curriculum
development at all levels.

1665 to 10871 : Director of Medical Bducation. Chestnut Hill Hospita), Philadel-
pbia, Pennsylvania. Supervised organisation, operation and evaluation of intern-
ship and residency training programs. Organised programs of continuing medi-
ieﬁ‘sl eg&??on. Chairman gf Meglﬁl Audé(tn Caml etglttee, usé‘,’stlnsnl staff in defining

n or a prognmo continuing medical education. or Attending -
050 t 1004 - Birector of Med! myton,m

: r of Medical Education. Miami Valley Hospital,

Ohfo. Supervised organization, operation and evaluation of internship and resi-
dency training programs. Organized programs for continuing medical education,
including organization and operation of first two-way radio programs in continu-
ing medical education in this part of the mid-west. Organized and conduc:cd one
<of the seven pilot programs in Family Practice approved by the Council on Medi-
cal Bducation of the A.M.A. Member of Consulting Staff—Director of Hemodialy-
sis Unit. Associate Director of Cardiopulmonary Laboratory.

Academic Appointment: Assoclate Professor of Medical Education, Center
for Educational Development. University of Illinois College of Medicine.

Memberships : Asoclation for Hospital Medical Education: Bxecutive Commit-
tee, 1967-1970; Nominating Committee, Past Chalrman (2 years) ; Teaching &
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Institutes Committee, Past Obatromn (8 years) ; Ooumittee on Oontinuing Bdu-
oation, Past Chatrman (2 ysurs) ; Gonmittee on Oonsultations ; and ARMB-RMP
Liatson Committes; Secisty of Teachers of Fumily Medicine Research Oommit-
m;nmwmmmmsmcem Oonterit und Standards
of Oare; Asosciation of American 1 Oollages Alvissry Oommitter on Oon-

tinning Madical .

‘Consultant Work : Assecistion for Hoepital Medical Eduoation, faculty mem-
ber in regioma] programs in teaching institute, Febsruary, 1983, 1965, September,
1967 ; chairman, Teaching & Institutes Coumuittee—plannsd sduoational portion
af all national meetings Yor B yeurs. Greater Delaware Valley Ragional fcal
Program, Medical Education Consultant: HEW, Division of Regional Medionl
Programs, Consultamt on medical education, Beientific and Technical Review
Panel Yor OME program grant appliontions. National Oenter for Health Services
Research and Development Member, Site Visit Teums & Natiohal Grant Review
Panels. American Medical Awssciation, Member Ocutinutag Medical Biatation Ae-
crediting Teams. Joimt Commission on Ascreditation ot tals, Ragional
WWMHWWNW&MMH trgh, Pehngyl-
vanis. Commission on Prodessiounl and Hompital Activities, Blocktioh con-
snktant. Senate Subcommittse on Health (Senator Bdwanl Kennedy and Rop-
resentative Willlam Roy. Kansas), Oonsultant to stalt reganding RMO hg::;
tion. EMCRO (Experimenta) Madioal Oure Review Organisation), Hawaii -
eot, Consultant. Mesdical Schoolr—Undergraduate and ocontinulng edacation,
Quality of Care Review for: Universities of Washingion, Aladbarna, Ooloredo,
Poerto Rico, Florida, Utah, Nlinois, Nevada. NMaryland, Oonm\,m!‘emple.

South Carclina, Vermont, Michigan, Manchester ( ™), ta, .
California (st San Francisoo), Southern California. Wisconsin, North Oavolina,

Committees : Association of American Medidcal Collages : Oontinning Médtchl
Pducation Committee ; Longitodinal Ressarch Stady ; Amerdoan Wospital

Amociation : Advisory Oomsnittes on Quality Azsaramce; frman, Poltoy and
Guidelines Committee ; Ualversity of IMinols, College of Neditine : ws Oom-
mittee ; Oommittee on Bdocational Policy ; Abraham YLincoln School of Medtchve
(University of Miinols) : Task Force for Carricatem Development ; Task Porve
for Ourriculum Implementation: and Phase T Advisory Oommitted,

Senator TaLuapce. The next witness is Dr. Truman G. Schnabel,
Jr., president of the American Colloge of Physicians, accompanied
by Edward C. Rosenow. Jr., executive vice president; and Calvin F.
Kay, M.D., deputy executive vice president.

you. gentlemen. We are delighted and honored to have you
with us. You may proceed, sir.

STATEMENT OF TRUMAN G. SCHNABEL, JR., X.D, FA.C.P, PRESIL.
DENT, AMERICAN COLLEGE OF PHYSICIANS, ACCOMPANIRD BY
EDWARD C. ROSENOW, JR., M.D., F.ACP, BXECUTIVR VIOR
PRESIDENT, AND CALVIN F. KAY, M.D,, F.A.C.P, DEPUTY EXXOU.
TIVE VICE PRESIDENT -

Mr. Scanaper. Mr. Chairman, members of the committee, T am
honored to represent the American College of Physicians befote your
committee.

Tn addition to being president of the college, I am also a professor of
medicine in the medical school of the University of Pennsylvania,

With me today, as you have stated, are on my right, Dr. Edward C.
Rosenow. the executive vice president of the colleges and Dr. Calvin
F. Kay, the deputv executive vice president of the college.

In addition to the administrative and educational tesponsibilities
that we have as officers of the college, each of us are involved in patient
care. T think and I believe, or at least T hope vou have in your hands
an outline of some of the functions of the college relating to profes.
sional education and high quality medical care.

BEST AVAILABLE COPY
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The interest of this college in PSRO is an appropriate and logical
extension of these interests. Today I wish to present my interpretation
of the position of the American College of Physicians with relation
to the present and proposed implementation of the proposed PSRO
legislation enacted as part of Public Law 92-603.

As a start in Presenting this position, I would like to state the of-
ficial position of the college which was stated in a resolution adopted
by its board of regents on April 7, 1973. The resolution is as follows:

Resolved that the Board of Regents of the American College of Physicians
agrees that the PSRO law provides an opportunity for the medical profession to
monitor itself and thus gives the public assurance of quality care and at the same
time provides a means for education of its members. The College will engage
in aspects related to the PSRO law as necessary or desirable to assure the realiza-
tion of College goals—education of our members and quality care.

The American College of Physicians has, at the present time, ap-
proximately 27,000 members throughout the United States and Can-
ada. All of the members are specialists in internal medicine and its
allied medical specialties, or are in training to become specialists in in-
ternal medicine. The object of the college, as stated in its constitution
is to maintain an organization of qualified physicians in the field of
internal medicine and its allied specialties for the following purposes:

1. Maintaining and advancing the highest possible standards in
medical education, medical practice, and research.

2. Preserving the history and perpetuating the best traditions of
medicine and medical ethics, and _

3. Maintaining bath the dignity of internal medicine and the ef- .
ficiency of its function in relation to the public welfare.

The college has a distinguished record of achievement in the field
of graduate, duate, and continuing medical education, and in
so doing, it has contributed immeasurably to the improvement of
health care through the high quality of medicine practiced by its mem-
bers. It is clear now, however, that the education of physicians alone
will not maintain the public welfare at the highest level. Equally im-
portant are those other purposes of the college, the efficiency of the
practice of medicine, ang the maintenance of standards of quality of
practice and of medical research. The college must therefore concern it-
self with society and the economy in addition to the education of physi-
cians if it is to fulfill its purposes. This concern of the college has led
to its interest in the PSRO legislation. Such legislation should lead to
physician education—and I would like to stress that—and at the same
time be associated with quality care obtained at a reasonable cost. The
college thus supports the concept of the evaluation of physician per-
formance and the quality of health care in relation to costs. It believes
that physicians should play a major role in such an evaluation, but it
understands that the public, through the Government, must also be
responsible for the support of such a vast enterprise if it is to suc-
ceed. It feels strongly that governmental control for such a law should
be(ll)ase(} fin the health section of the Department of Health, Education,
and Welfare. .

The college believes that some flexibility in medical standards is
appropriate and_ feels that the legislation can and must be able to
recognize regional differences in the practice of medicine. The college
has always been concerned and continues to be concerned with the

33-013 0O~ T4 ~ptel -5
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confidentiality of medical records. It believes that the law should be
as protective as foesible of the privacy of the doctor-patient relation-
ship. Because of its belief that the PSRO law fprovide:s an oppor-
tunity for the medical profession to monitor itself for its own education
and for the assurance of quality care, the college has done the follow-
ing:

1. In general, been supﬁortive of the PSRO law. It has previous!
objected to preadmission hospital certification. While it does not wis
to suggest further amendments to the law at the present time, it re-
serves the right to do so if major problems develop as regiona] or-
ganizations begin operation.

2. It has urged its members to support the law and to take an active
part in its regional implementation. Its governors have been instructed
to appoint a representative of the college in the various regions
throughout the country who should play an active part in the develop-
ment of the professional service review organizations.

3. It has set standards of the practice of medicine of a quality type
and is cooperating at the present time with the San Joaquin Founda-
tion in the use of these standards to monitor medical care. With four
other medical organizations it is responsible for the management of
Private Initiative in PSRO, founded under a grant of the Kellogg
Foundation to analyze the manner in which PgRO is being imple-
mented in each of six PSRO regions, to assist in the implementation
and to develop techniques for the general application to other PSRO’s
to help avoid the pitfalls and to encourage elsewhere those features
that will make PSRO useful and effective.

4. It has supported the concept of recertification or reevaluation of
its members.

5. It has sought funds to establish standards for the use of anti-
biotics. In this project it is working in cooperation with the American
College of Surgeons, the American Academy of Pediatrics, the Amer-
ican Academy of Family Practice, and the Infectious Disease Society.

In summary then, the college is supportive of the PSRO legislation.

- 'The college believes that it can lead to better health care for the gen-

eral public. The college has urged its membership to be supportive
and to be actively involved in the implementation of the law and may,
at some time, speak forth in an attempt to make the law a better one
if it believes necessary, for the public good.

Senator TaLMApGE. Thank you, Doctor.

CooxkBook MEepICINES

- In_your statement, you indicated that the college is establishing
standards of practice of medicine of a quality type to use in monitor-
ing, There are those who argue that any standards constitute cookbook
medicine even if those standards apply only as checkpoints. What is
your response to that allegation{

Mr. ScuxaBeL. The setting of standards as a goal in the way that
patients snould be cared for—set standards should have a certain
degree of flexibility in their character. I do not believe ultimately that
these do lead to cookbook medicine. These, I believe on the other side
of the coin, we will improve the quality of medicine that is given.
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INForRMATION DisseMinaTiON 'AND PSRO’s

The CuairMan. Doctor, I would like to get your suggestions as to the
extent to which PSRO might be useful in advancing the national in-
terest in health care. I am aware of situations andr?am sure you are
aware of many more where someone comes up with a medicine or a
procedcre which would appear to be a far more effective cure for
a given ailment than presently exists, and then perhaps in further re-
search it is discovered that there are side effects or others begin to fear
this might do more harm than good, so the prevailing view may then
shift away from it.

What I would like to have from you is this: Where you are strug-
gling in an area where a new medicine or a new procedure appearsto
the most hopeful thing and then where subsequently it looks like fur-
ther research leads to the notion it might promote cancer or something
to take that approach, it might do more harm than good, how lo;
does it take the average doctor, and I had in mind the average genera.
practitioner in the average city in this country, to find out about the
new approach and then to find if the prevailing view has shifted

Mr. ScaNaBeL. Senator Long, I don’t know how to answer your
question as to exactly how long it takes information to be disseminated
to physicians throughout the country. As to the efficacy of drugs and
medication and types of therapy, they have a number of publications,
the Annals of American Medicine, the Journals of the American Medi-
cal Association, which are read by physicians throughout the country
and I would hope through reading such journals they would be ap-
prised of the problems as far as the various forms of therapy.

My concept of the review mechanism which is associated with
PSRO is that one of its good features is that by continual review of
that which is occurring within an institution within the practice of a
physician that individual physician will be made aware at an earlier
opportunity of such changes in thought regarding treatment and bad
parts of treatment than he would in other circumstances.

In other words, I would like to stress that T think this review mech-
anism has a tremendous educational possibility. -

The CramyMaN. Would it be true that although we would like to
assume that most doctors stay right on top of the latest thing in their
line of endeavor, that in areas particularly among general practition-
ers, especially where they are not specializing and trying to treat a
whole scope of medicine that there are perhaps a substantial number
of people who are not completely up on the latest thing to have been
developed in various and sundry lines of medical treatment, and the
PSRO’s might help spur those people to keep up their interest in the
latest developments in these areas.

Mr. ScHNABEL. Yes: I believe that would be true.

The Cramman. I know anybody objects to people looking over
their shoulder, but in the last analysis if a fellow is sort of intent to
doze on what he knows and is not constantly pressing to find what
the latest developments in medical practice are, doesn’t it mean in
some cases & person might fail to give his patients the best medicine
that we would like to hope for the patient?

Mr. ScuNaBEL. Yes.
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I would like to mention, in addition to this, that the American Col-
lege of Physicians, which is primarily concerned with the education
of its members, has develo what it calls a self-assessment test,
which i8 now in its third edition, and is this year being subscribed to
by some 24,000 of its members. This self-assessment test contains
questions on latest forms of therapy. It also has with it references to
articles so that the physician, after taking the test, receives the an-
swer and may look up such articles as related to the questions in the
text. So that this again is a mechanism that has been developed to
try to enable physicians to keep up with current practices.

The CrarMaN. Well, I would hate to think that some poor soul
would have to die just because his doctor was not aware of the fact that
a new medicine had been developed which appeared to offer a cure
where prior to that time nobody had anything effective. ‘

I know that you, being at the top of your profession, would cer-
tainly hope that wouldn’t ha%pen anywhere in the country.

Mr. SoanaBeL. I certainly hope it wouldn't.

Senator TALMADGE. Senator Bennett. -

Senator Ben~Nerr. Thank you, Mr. Chairman.

Naturally, I am personally very much appreciative of your con-
structive support of the PSRO program.

IMPROVEMENTS IN QuaLrty oF Mepicar CaRre

Assuming proper and sensitive implementation of the legislation,
can you equest to'the committee some specific areas of improvement
in the quality of medical care that we might reasonably expect?

Are there any specific areas that have come under your observation ?

Mr. ScanaseL. Well, I would hope, first of all, that what we would
really be concerned with was outcome. In other words, hopefully peo-
ple would be treated more adequately, in a better way, and perhaps
1n a shorter period of time.

We are concerned with other organizations relative to the use of
antibiotics, and I would think with a review mechanism such as as-
sociated with the PSRO there is a method to determine how anti-
biotics are used throughout the organization and perhaps use them
in & wiser and better method.

‘Senator BENNETT. Are you aware—I am sure you must be—that
that was exactly the type of PSRO review system set up in New
Mexico in which the medicare patients were reviewed ¢

Mr. Sca~aBeL. Right. Also in my own State of Pennsylvania by
Dr. Clem Brown at the Germantown Hospital some years ago.

FrexmsmLiry NEEDED

Senator BENNETT. You indicated the college’s belief that some flexi-
bility is appropriate and feel that the legislation must be able to
recognize regional differences in the practice of medicine.

In your review of the statute and the committee report, have you
found any indication that the law would require medical standards
to be inflexible and regional differences could not be recognized ?

Mr. ScaNaseL. No, as I read the law and as I heard Secretary
Weinberger this morning, if I interpret his remarks correctly, there
isthe intention to have the law flexible.
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PreapMIssioN HosprraL CERTIFICATION

Senator BenNETT. You indicated your objection to preadmission
hospital certification. As to preadmission certification, the law does not
require it, but it does authorize PSRO to require that on a selective
basis when it determines it to be necessary, for example, selective as
to a hos%ital or as to a practitioner, as to a certain diagnosis, do you
believe that such a discretionary authority may be a necessary tool if
PSROs fulfill their overall responsibility ¢ .

"By this I mean, can you conceive of-situations where prior ap-
proval might be reasonable and apm riate ?

Mr. ScaNABEL. I would rather think of that part of the law as being
something that would be determined as to whether it would really be
implemented as the law itself is implemented throughout the country.

n other words, I would not like to have that particular part of the
law enacted as the PSRO law becomes implemented.

Senator BenNerT. It is my understanding that this phase of the law

\ does not give the Secretary or the Advisory Council the right to set

national conditions for preadmission, but ?ves the local PSRO the
right to anly that requirement to a particular physician in a particu-
lar case if 1t finds that he may be egmaaﬂly abusing his privilege.

Do you think that should be denied #

Mr. ScanaBer. Well, I think these are matters that should be deter-
mined by the physicians themselves in their local area.

Senator BeNNerT. Under the law they will be so determined. There
{)s qo%hing in the law that requires that they be set up on a national

asis

Mr. Rosenow. Could I supplement a littlet

Our feeling about the preadmission is that it is an impractical thing.
You have & committee of doctors who are deciding whether my patient
should go in the hos;l)(i‘tal and the only person they can get information .
from is me. This is kind of impractical. We don’t have any objection
whatsoever to reviewing why I put people in the hospital on an on-
going basis, and if I turn out to be admitting them for everything
nobody else is admitting them for we have got to put the axe on me.

Senator BeNNETT. The thing that concerns me is a doctor perform-
ing & particular type of surgery on every patient he can get into the
hospital. I wonder if the PSRO shouldn’t have the power to say to
him, before you admit any more patients for that particular type of
surgery maybe you had better let somebody else have a look.

. M{l Rosenxow. Being a medical man myself, they shouldn’t be abus-
ing this.

The PSRO group would pretty soon identify that person and that
would be one of the benefits of the law.

Senator BENNETT. This is the one, this particular provision is in
the law, that once the local PSRO has identified that kind of & situ-
ation they should be able to move in before the operation has been per-
formed and the patient has been put through unneeded agony and
financial expense.

So, may I interpret your objection to the preadmission certification
idea as an objection in principle and that you would consider there
might be exceptions which, on the judgment of the local PSRO, might
be imposed {

Mr. ScuNaseL. Yes. ‘
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Senator Bennerr. That is all, Mr. Chairman.

Senator TaLmapce. Thank you very much, gentlemen.
'We appreciate your contribution to our hearings.

[An attachment to Mr. Schnabel’s statement follows:]

SUPPLEMENTARY OUTLINE OF PERTINENT COLLEGE FUNCTIONS
POSTGRADUATE, GRADUATE AND EDUCATIONAL ACTIVITIES OF THE COLLEGE

1. The Annals of Internal Medicine, which has a circulation of some 70,000
coples monthly. )

2. The Annual Session which is attended by 5,000 to 7,000 physicians each year.

3. Reglional Meetings with an attendance of between 4,000 and 6,000,

4. 40 Postgraduate Courses attended by approximately 4,000 physicians.

5. Bducation film strips called the Medical Skills Library.

6. The Self-Assessment test ploneered by the College now is in its third edition.
This year, over 24,000 physicians have subscribed.

7. As a founding member of the American Board of Internal Medicine, on which
Board it is responsible for half of the members. The American Board of
Internal Medicine, through its speclalty, subspecialty examinations and
now the upcoming recertification examination has, and will have, a pro-
found and salutary influence upon the quality of medical practice since
its inception in 1937.

-8, The College is a founding and continuing member of the Residency Review
Committee, which 18 responsible for the survelllance and the accreditation
of residency training programs in Internal Medicine throughout the country.

9. The College shares membership in many other organizations concerned with
various aspects of graduate and postgraduate medical education, includ-
ing the Interspecialty Council, the AMA Sectionon-Internal Medicine, the
Council of Medical Specialty Societies, and many others.

7

HEALTH CARE ACTIVITIES OF THE OOLLEGE

1. The College has played a major role in the Joint Commission on Accredita-
tion of Hospitals, which was founded by the American College of Physi-
clans, the American College of Surgeons, the American Medical Assocla-
tion, and the American Hospital Association. These organizations continue
to be represented by commissioners on the Joint Commission. The voluntary
organization has as its function the accreditation of hospitals following in-
spection of organizational structure of facilities and personnel at all levela.
As a result of these inspections there has resulted a definition of the func-
tions of the trustees, administrators and staff of the hospital and the Com-
mission has developed educational programs to foster the alms of high
standards of hosiptal care.

2. The College has long been on record in support of medical audit and utilization
review. It has participated in the organization and has continued representa-
tion on the Board of the Commission of Professional and Hospital Activities.
It provides computerized analysis of the records of over 409, of the patlents
discharged from general hospitals in the United States, for use by hospital

a committees on medical audit and utilization review. Committees of the
il College have developed standards for the delineation of privileges of hospital
Song, staff physiclans and members of the College have recently served as rep-

resentatives on the newly founded Medical Liability Commission.

3. Committees of the College have been instrumental in the development of cri-
teria and standards for medical care. These criteria and standards have been
used by the San Joaquin Foundation for medical care to monitor the prac-
tice of medicine in a particular area in California. It is hoped that these
standards and criteria will be generally useful for computerized analysis of
claims data for definition of appropriate patterns of care of organization
with programs of total prepaid medical care.

Senator TaLmapce. The next witness is Dr. Russell B. Roth, presi-
dent of the Americen Medical Association, accompanied by Robert B.
Hunter, member, board of trustees, and Edgar T. Beddingfield, vice
chairman, council on legislation. =
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Senator BenNETT. Obviously, Mr. Chairman, we will not be through
;v%ttl)l’this panel at 1 o’clock. Can we break at 12:30 and come back at

Senator TALMADGE. Is that agreeable to you, Doctor$

Mr. RorH. Yes.
- Senator Taryapee. Chairman Long says he regrets to miss your
testimony. He has stated that he would read your testimony in detail.

_ So, pursuant to Senator Bennett’s suggestion, we will recess at this

time and come back at 1:30 p.m.

AFTERNOON SESSION

Senator TaLyange. The committee will please come to order.

The committee is delighted to have as our next witness Dr. Russell
B. Roth, president of American Medical Association, who is accom-
panied by Dr. Robert B. Hunter, a member of the board of trustees;
and also, Dr. Edgar T. Beddingfield, Jr., vice chairman of the Council
on Legislation.

We are honored to have you with us, gentlemen. You may insert your
full statement in the record and then summarize it.

STATEMENT OF DR. RUSSELL B. ROTH, PRESIDENT, AMERICAN
MEDICAL ASSOCIATION, ACCOMPANIED BY DR. ROBERT B.
HUNTER, MEMBER, BOARD OF TRUSTEES, AND DR. EDGAR T.
BEDDINGFIELD, JR., VICE CHAIRMAN, COUNCIL ON LEGISLATION

Dr. Rora. Thank you, Mr. Chairman. )

It is our desire to discuss with you specific concerns over Public Law
92-603, with special reference to section 249F. The intent of this pro-
vision in the law is to establish a mechanism for the evaluation of the
guality of medical services, together with a determination of what

ederally financed programs may appropriately pay for, or decline to
pay for. It would provide a medium for public accountability on the
part of providers of medical services. )

Clearly, evaluation of the character of medical service with respect
to necessity, quality, and appropriateness depends heavily, if not ex-
clusively, on the judgment of medical peers. The surpassingly import-
ant question which needs to be considered here is: In a program de-
pending totally on physician understanding, physician acceptance, and
physician cooperation, how are things shaping up after more than a
year of prelimimary organization ¢

It is with a very real sense of misgiving that we need to testify to
the fact—the clearly demonstrable fact—that things have often gotten
off to an incredibly bad start.

- A significant proportion of the physician population has been
estranged. We cannot be precise in numbers, but 1t seems evident that,
as understanding of the PSRO law spreads, the resistance to it grows.
State medical societies numbering 14 have formally declared as policy
that they will work for repeal of PSRO. And 29 State medical socie-
ties support a policy of amendment and/or repeal. A formal court suit
contesting the validity of the law has been filed, although that is not

by the AMA.
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It should be fully understood that all of this has happened, not be-
cause of resisi. nce on the part of the medical profession, but in spite
of the fact that the American Medical Association, for over a year, has
dedicated to the success of the effort a major contribution in time and
talent of experts in the field plus over $200,000 of its own funds. In
other words, the best efforts of the legislators involved—the staff of
the Senate Finance Committee, the staff of the PSRO administrative
office in HEW, and physicians from AMA, from assorted State medical
societies, and specialty medical organizations—have not succeeded in
created in the profession the climate of acce].}:tance and cooperation es-
sential to success. The fault does not lie with the sincerity or intensity
of the effort to cooperate; it lies with the basic ineptitudes of the
statute.

Professional peer review has been an obligation long recognized by
physicians andpaccepted by them. Over several decades they have
worked at the task of evaluating the quality of services, adjudging
medical necessity, and determining reasonable charges. Much Rrogress
has been made, but it must be remembered that where success has been
achieved there has been a major factor of physician sponsorship and
cooperation. A diversity of approaches has been employed. No single,
generally applicable program has been devised. Experimentation
funded by private sources as well as by the Federal Government _con-
tinues. Much of the problem with PSRO lies in a premature leaping
to conclusions without waiting for experimental results,

It has been seriously proposed that because of the had start, it may
be best to fall back, regroup; and start over again. The official AMA
position is that repeal may need to be considered if amendatory patch-
work is unaoceg{txble. It should be noted, however, as Senator Ben-
nett and the A have pointed out, that the problem is not limited
to section 249F. Other provisions in law would constitute residual
problems,

Three alternatives confront this subcommittee:

First, to leave the law as it is—try it for size and shape, and set
asidlt: the judgment of many responsible physicians that it will not
work ;

Second, to delete the sections of the law which propose conflicting,
overlapping, and unacceptable controls (including sections such as
229, 213, and 249F'), and to replace them with a well-ordered, gen-
erally agreed-upor. approach which will have a better chance of work-

ing; or _
ﬁ‘hird,uto amend the law in line with suggestions which are being
offered in these hea'.'in%?.

It is our conviction that the events of the past year—the best efforts
of the AMA, of the staff of the Senate Finance Committee, of Dr.
Edwards, Dr. Bauer, Dr. Simmons, and the rest—have made it ap-
parent that the first alternative would be ill advised.

In order to deal more precisely with our AMA involvement in co-
operative efforts to make the program work, I would ask Dr. Robert

unter, chairman of our special advisory committee on PSRO, to
provide information to the subcommittee.



A

71

61

-STATEMERNT OF DR. ROBERT B. HUNTER

Dr. HonTer. Senator Talmadge, Senator Bennett, and Senator
Hansen, I am Dr. Robert B. Hunter, a practicing family physician
from Sedro-Woolley, Wash. I am a member of the American Medical
Association’s board of trustees, chairman of its Advisory Committee
on PSRO, and also serve as a member of the National Professional
Standards Review Council. I appreciate the opportunity to appear
before you and to g{rg:ent what I consider some of the more significant
activities of the AMA relative to professional standards review orga-
nizations (PSRO’s).

Within 1 month following the enactment of the PSRO law in
October 1972, the AMA house of delegates directed the association to
work toward achieving a leadership position in the implementation of
the PSRO program. This position was taken in an effort to insure
that the law would be implemented in a manner least disruptive to
the practice of good medicine, and to protect the best interests of both
the public and the medical profession.

Accordingly, an Advisory Committee on PSRO was established by
the AMA Board of Trustees to make recommendations concerning
apdpropriate association involvement in PSRO implementation. The
Advisory Committee membership was drawn from the medical pro-
fession, health care institutions;and other organizations with a valid
interest in, and relationship to, those review activities mandated by
the PSRO law. The committee includes representatives from the Amer-
ican Association of Foundations for Medical Care, American Dental
Association, American Hospital Association, American Nursing Home
Association, Blue Cross Association, Group Health Association of
America, Inc., Health Insurance Association of America, National
Association of Blue Shield Plans, and the National Medical Associa-
tion. Other professional and health care organizations including the
American Osteopathic Association have participated in committee
meetin?.

The Advisory Committee quickly turned to its task and held its or-
ganization meeting January 1973. Without exception, the members
expressed & vital concern with the PSRO legislation and agreed that
the AMA committee activities should include (1} assisting in designa-
tion of PSRO areas, (2) assisting in the development of rules and
regulations concerning PSRO, (3) coordinating development of guide-
lines for quality medical care, (4) monitoring of prototype PSRO’s,
(5) initiation of mechanisms to aid in PSRO formation, Fg) identify
data gathering, processing and storage needs, (7) develop communi-
cation mechanisms for the public and the profession, and. (8) set up
& protocol for evaluation of the program. Consequently, eight con-
sulting task forces composed of over 60 leaders and experts in their
respective fields were formed to carry out these activities.

The AMA Advisory Committee has met on eight separate occasions,
the most recent being on April 6, 1974. Each of the task forces has also
met a number of times, and as progress has warranted, meetings have
been held with the subcommittees of the National Professional Stand-
ards Review Council, and with the Office of PSR.
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The breadth and scope of the work of the AMA task forces can best
be indicated by highlighting just a few of their activities:

(@) Sponsorship of a joint meeting in May 1973, of task force rep-
resentatives and counterpart staff personnel working with DHEW'’s
task forces on PSRO to 1dentify equivalent responsibilities and to in-
itiate direct lisison in an effort to more effectively share PSRO in-

—-formation and effort.

(5) Conducted several briefings on PSRO implementation for State
and county medical society regresentatives, including a May 1978
meeting here in Washington which was attended by more than 120
representatives from 39 State medical societies.

(¢) Sponsorship of a series of eight regional conferences across the
country, held between August and November 1973, and designed to
present the latest information then available on PSRO. Over 100
speakers discussed various facets of PSRO and its possible impact
with well over 1,000 invited individuals who attended the conference
series. A representative of DHEW actively participated in at least one
segment of each conference.

(d) Joint meetings between che- AMA’s task force on rules and
regulations and DHEW representatives for the Igurpose of reviewin
the task force’s recommendations and the PSRO am manua
prepared by OPSR, in an attempt to coordinate Federal and private
efforts in the regulatory area. These important and productive meet-
ings were held on January 10 and March 14, 1974. Additional joint
meetings are anticipated.

(¢) Preparation by the task force on structure and organization
of a ‘“Handbook” setting forth various elements which might be
included in a PSRO structure such as the types of committees and
appeal mechanisms necessary and the appropriate relationship of pro-
fessional review programs to data systems. Sample bylaws and ar-
ticles of inoor;iora,tion which may be used bf Xelgsicians as possible
models in establishing a PSRO are also included in this document.

(f) Initiation by the task force on communications and education
of a program to inform gh icians, health care organizations and the
public to all aspects of PSRO. This program has included wide dis-
tribution of an audio slide l?resentation describing PSRO conoe(f)ts
and a newsletter, entitled PSRO Redmt, designed to widely dis-
seminate relevant information on PSRO.

(¢9) Formulation by the task force on data collection, processing
and storage of recommendations for a PSRO minimum data set,
definition of specific data elements, consideration of factors involved
in patient and physician identifiers, and problems of confidentiality
of medical data. On March 29, 1974, the task force reviewed its data
and recommendations with representatives of DHEW and discussed
differences and similarities between the task force data set and the
current version of the data set being formulated by DHEW for use
with medicare and medicaid ﬁrﬁgnms A similar meeting to further
discuss these subjects with D is scheduled for May 29, 1974,

(%) Initiation by the task force on guidelines of care of a p m
to coordinate development by national medical specialty societies of
medical care criteria for diagnoses accounting for 75 percent of their

- - respective inpatient practices. To date, 29 specialty societies have vol-
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untarily joined in this development project. The task force sponsored
a “how to” workshop on development of criteria in July 1973, and en-
couraged use of a standardized format by specialty societies par-
txclpatini in the pm{ect. At the AMA'’s request, representatives of
DHEW have regularly attended meetings of the task force in an ef-
fort to ensure that the criteria development project has maximum
input regarding requirements of PSRO. The task force has also held
a joint meeting with the National Council’s Subcomnittee on Data and
Norms to integrate requirements of the PSRO law into the criteria
project. Further, the AMA’s task force, the National Council’s Sub-
committee on Data and Norms and the Office of Professional Stand-
ards Review have to standardized definitions for the terms
“norms”, “standards”, “critera”, and “screening” in an effort to in-
sure that we are all speaking the same language.

I have attempted, Mr. Chairman and members of the subcommittes,
to briefly highlight what I consider to be some of the constructive ef-
forts of the American Medical Association in the implementation of
the professional standards review program.

y colleague, Dr. Beddingfield, will now present to you what the
AMA considers to be constructive amendments to the Professional
Standards Review Organization legislation.

This is Dr. Beddingfield, Senator. .

Senator TaLyapce. Proceed, Doctor.

STATEMENT OF DR. EDGAR T. BEDDINGFIELD

Dr. Beopingrrerp. Mr. Chairman, and members of the subcommittee,
I am Dr. Edgar T. Beddingfield, Jr., a practicing family physician
from Wilson, N.C.

Senator TaLaapce. I am sorry to call you down, but we have eight
more witnesses to be heard today. R

I do want you to know this. All testimony will be inserted in full
in the record.*

Our staff will prepare a summary of all testimony, and every mem-
ber of this committee will get a copy of it. And in that way your views
will be known. -

I will yield at this time to the Senator from Utah.

Senator BENNETT. Thank you. o

I would like to begin by sayingto Dr. Beddingfield again that this is
not a legislative hearing. We are not considering amendments at the
gvesent time. So all we can properly do is put your amendments in the

le against the time when the committee might be considering changes
in the law. And we hope you understand that. We certainly have no
objection to receiving the amendments. You can be sure they will be
looked at carefully to see whether there is any content in them that we
think will improve the law. But just on the off-chance that somebody
might say amendments were offered and we would not even consider
them, you should know that this is not a hearing at which amendments
will be considered.

Dr. HuNTer. If you will receive them, sir.

*Dr. Beddingfleld's prepared statement appears at p. 74.
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AMA Arraoxs oNn PSRO

Senator BennEerT. To bei'm with, I would like to make a statement,
Mr. Chairman. Since I am the author of the PSRO program which has
been under attack by the AMA very vigorously, in the last few months
particularly, I would like to begin by saying how pleased I am by the
activities that Dr. Hunter has described of the AMA Advisory -
mittee on PSRO. I might add that Dr. Hunter and I have e:lpgeared
many times on the same program discussing the PSRO. And I have
great respect for his understanding of the program.

I am fully aware that ghysicians such as Dr. Hunter and others like
him, have spent a great deal of time working toward the implementa-
tion of the program. And I congratulate him for his activities in
this respect. %ut T am extremely distressed by the tone and content of
Dr. Roth’s remarks.

In your statement, Dr, Roth, {2\; say that “A significant proportion
of the physician population has been estranged.” And iou g0 on to say
that this estrangement has occurred “not because of the resistance on
the part of the medical profession, but in spite of the fact that AMA
has, over a year, dedicated to the success of the effort a major con-
tribution in time and talent of experts plus over $200,000 in-its own
funds”. And finally you say : “The fault does not lie with the sincerity
or the intensity of our effort to cooperate.”

Frankly, Dr. Roth, I think this is demeaning of the committee for
you to come before us and broadly imply that AMA has been com-
pletely supportive of the implementation of the PSRO law. I and
other members of the committee are fully aware that you and other
officers of the AMA have been equally as vehement in describing to
those State medical societies that are opposed to PSRO your sincere
and intense effort to repeal or amend the PSRO today. It seems to
me, Dr. Roth, that you reach a point where you cannot have it both
ways. I do not see how you can honestly read page 2 of your statement
without explaining such things as the PSRO “Deleterious Effects Kit”
which I hold in my hand. This kit, and the anti-PSRO statements
that you and other officers of the AMA have made, have created far
more estrangement than any of Dr. Hunter’s efforts to cooperate
have been able to overcome.

I'must say that over the past 4 years of PSRO effort one of the thin
that has been most disappointing to me personally has been the
failure of the leaders of A to say the same thing regardless of
which side of an issue their particular audience might be on. -

I am sure you realize that PSRO was born out of PRO, which was
an AMA proposal. And it seems to me you turned against PSRO when

.we decided that it was inappropriate to allow your constitutent State

societies to administer the law. And then we moved to the concept
of voluntary local organizations of practicing physicians. And I
note that one of your amendments is an attempt to get that State
concept back into the law.

I cannot seem to make it clear enough that the Federal Govern-
ment cannot turn over to a private organization, organized for the .
benefit of its own members, and representing—I do not know whether
it is half or slightly more than half of the practicing physicians in
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the country—and able to prevent some physicians from getting mem-
bership, the operation of a law that affects all physicians. Now, it seems
to me that after your California meel:ingi,8 after your Disneyland
meeting, you have come up with three heads. Dr. Hunter represents
one head : Let us support the law and let us do what we can to make it
work. And you represent another head: Let us kill it. And Dr.
Beddingfield represents the third head: Let us amend it. But the
end of that is, let us amend it to death, because you cannot bear to
ses the control of the law pass out of your hands into the hands of
local physicians who are not completely under your control.

I may be wrong, but that is the way I have read my experiences
when I have appeared in various groups, and have been questioned by
people whose attitude has been affected by yours, and when I have tried
to defend the PSRO proposal against its detractors. I think you would
be perfectly happy to support the PSRO program if we amended it to
turn it over to your control. -

I think you should remember back to the fact that you opposed
medicare. And when we overruled your opgosition, two interesting
things happened. The American medical profession no longer had the
responsibility for charity medicine. And the Federal Government
assumed in its place a burden that has now reached something like $25

“billion a year. And we who are responsible for the oversight of that

service have an equal responsibility to see that the service rendered is
worth the $25 billion, both to the taxsayers and to the patient.

This law has been carefully worked out to leave the right to review
in the hands of the physicians themselves and in the hands of the local
physicians. And it was written to require that the local physicians
organization agply so that nobody could say the Secretary of HEW
was selectin%lt e reviewers. We have tried eyery way we can to pre-
serve the right of the local physicians to carry on their program. And
I think in total, in spite of all of the work that has been done by Dr.
Hunter and his committee, the total effect of your combined activities
has been to use your words, estrange the doctors from PSRO. And I
am glad that we have already gotten into the record this morning an
indication that you have failed, because we have had more than 100
applications from local PSRO groups. And the first State supportive
contract has been agreed to. And the first local PSRO group has been
designated from my own State of Utah. We are on the way. And I do
not think you can stop it. And I think you should get on the ball,
because I think this program is going to five. And if AMA continues
to kick against the bricks, it will be you and not the PSRO program,
or the Finance Committee, that will suffer in the contest.

Having delivered that rather emotionally charged opinion, I would
like to get down to some specific questions. I would like to ask each of
the witnesses, beginning with Dr. Beddingfield, did you know the con-
tents of this kit before it was issued §

Dr. BeopiNcFrerp. No, sir.

Senator BennNETT. Dr. Hunter, did you know the contents of this
kit before it was issued {

Dr. HuNTER. No, sir.

Senator BENNETT. Dr. Roth, did you know the contents of this kit
before it was issued ? -

Dr. Rora. No, sir.
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Senator BENNETT. In other words, the AMA is not master in its
own house. Are you prepared to say that you disown it, you wish it
had never been issued, that the claims and statements made in it are
false and the AMA disowns it {

Dr. Beddingfield. .

Dr. BeppiNorierp. I would not be prepared to accept that state-
ment in total. I think there are some ill-advised contributions to it.
But I think there is some potential and inflammatory language.
Some of the language is certainly ill chosen. But there is a copy of the
law in there, for example, and we could not disown that. And there
is an analysis of the law, which is a clear objective analysis of the
law. There are certain things in there which I wish had not gone
out in there, yes, sir.

Senator BENNETT. Are you proud of the fact that the proposed
sample speech issued to be delivered by AMA members bears the
title “Exorcising the Devil”? Have we reached the point where our
scientific organizations are reduced to exorcism in order to get their
point over?

Dr. Beopincgrrerp. I think that the title of the speech was ill chosen.
Perhaps it was in keeping with things that are currently of interest
in the world, in the Nation. But I think it was ill chosen. ~

Senator BenNETT. Dr. Hunter, do you think the AMA should
repudiate this document ¢

r. HunTer. I believe that the speech entitled, “Exorcising the
Devil” is needlessly inflammatory. It has been withdrawn from any
further issuance of the kit. However, you and I can sit here and agree
that the pages of history cannot be expunged. And that speech has
been delivered.

Senator BENNETT. But it still bears the imprimatur of the AMA.
I am glad to hear that you are not distributing any more copies of it.
But there are plenty out there. -

Dr. Roth, what do you think about it? I realize that you were not
in your present position when it was distributed.

Dr. RotH. Yes. sir. I have been president sinee last June. _

But I would like to point out, Senator, if T may in this connection,
that my role is that of a responsible representative of and spokesman
for my constituency, and that what I do is inevitably determined by
the policy positions taken by our house of delegates, which is the
supreme, really the only policy-establishing part of our organization.
And because of one of their pronouncements this kit was prepared.
And I would read to you from the action section of their PSRO
pronouncement :

That this House of Delegates as individual physicians and through the Board
of Trustees and its Council on Legislation work to inform the public and legis-
lators as to the potential deleterlous effects of this law on the quality, con-
fidentiality and cost of medical care. .

This was a directive to us, and. therefore, the staff put this together.

I think all of us are distressed in that it has perhars intensified an
adversary atmosphere in which we should discuss the supremely im-
portant issue of the application of successful peer review, which I as-
sure you we are as interested in. as is the committee. In fact, the tech-
niques of peer review were invented by our profession. And I think
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responsible accomplishments of a successful program is the objective
of all of us. And what we are giving you is the opinion, matured after
perhaps a relatively short time. In 1 year we had hoped to line up
enthusiasm and cooperation and willingness of far more organizations
to apply for an active role in PSRO. It has not happened, and it is
going the other way at an alarming rate, sir. In the distributed text
of my statement it states that 13 State medical societies have come out
against PSRO for repeal. I had to change that in my oral delivery to
14, because within the last 2 days another one has gone on this route.
We have a number of associations going, and this is distressing to us
as I am sure it is to the committee. Our suggestion is that you need
the troops to win this war. And we are losing the troops.

Senator BEnNETT. May I ask one questiont

I face you with a statement in the letter of March 13 written by Dr.
Howard to accompany the kit which says:

An editorial, “PSRO standard or substandard medicine,” has been included for
insertion in mediral journals or newsletters. We have also enclosed a suggested
speech which does an excellent job of pointing to the dangers of the present law.

And then it says:

We suggest local press contacts receive priority for the receipt of these re-
leases. In this way maximum media exposure hopefully, will result and be of
significant help to us in our fight against PSRO.

Now, you cannot have it both ways, Dr. Roth.
[The March 13, 1974, letter follows:]

AMERIOAN MEDICAL ABSOCIATION,
Chioago, TW., March 13, 1914.
To: AMA Delegates and Alternate Delegates; State Medical Assoclations; Metro-

politan County Medical Socleties; and National Specialty Societies.
Subject : Deleterious Effects of PSRO.

The enclosed kit details some of the deleterious effects of the PSRO law. The
contents of the kit are designed for internal communication purposes within your
medical soclety and to provide resource materials on the subject to the news
media within the area served by your society.

The resource materials that deal with AMA policy on PSRO are self-explana.
tory. An editorial, “PSRO: Standard or Substandard Medicine"”, has been in-
cluded for insertion in medical journals and/or newsletters. We have also in-
cluded a suggested speech which does an excellent job of pointing to the dangers
of the present PSRO law.

Three statements outline primary PSRO pitfalls, l.e. “Confidentiality” . . .
“PSRO Norms—or Guidelines?” . . . and “Showboating and Scapegoating.” They
may be used internally for the membership, of course. But we suggest local press
contacts receive priority for the receipt of these releases.

Each of the three statements may be retyped with the name of your soclety
inserted as indicated in the texts. They might also be presented to local mem-
bers of the media by appropriate representatives of your soclety. In this way,
maximum media exposure hopéfully will résult and be of significant help to us in
our fight against PSRO.

Your American Medical Association believes that it is vitally important to
develop an effective informational campaign to apprise the physclan member-
ship and the general public on the concerns that surround the PSRO program.
The AMA has asked each state to survey members of Congress to determine the
potential of repealing the law. At the same time, we have drafted specific amend-
ments for presentation to Congress.

Finally, we suggest that you may wish to share the contents of this kit with
each mse!mber 1oi.' your state’s congressional delegation.

ncerely,

- EanesT B. Howard, M.D.
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Dr. Rorn. No, sir. We obviously have been forced to switch. After
having honorably failed in our effort to have the House language ac-
cepted rather than the Senate language in H.R. 1, we took the same
route that we did after the passage of medicare when we cooperated
and set up a special advisory committee which worked long and hard
-in the wniting of the regulations. We have tried to do this here, but it
has not gained acceptance. At Anaheim, as gart of our deliberations
fianantasylanq, wIe came ong. wglh 8 ﬁlrm dgcklanmtion by ou(ll' l;house of

elegates. Again, I report that the policymaking group said, the con-
sidered opinion of this house of dele is that the best interests of the
American people, our patients, would be served by repeal of the present
PSRO legislation. That is reasonably loud and clear. But the board of
trustees still insisted that because this might be impossible to achieve,
there should be a policy position which would prevail so long as the
law remains in force, and recommended a continuation to exert its
leadership and to support constructive amendments, conpled with a
continuation of the efforts to develop appropriate rules and a-
tions. And this, sir, is what we are trying to do in consonance with the
dictates of our constituency.

Senator BenNErT. If the law were amended to allow your constitu-
ent State societies to become the PSRO’s, and we repeal that section
of t{l:hlalw wzxich sets up the local agencies, would you then move to re-
pealthe law \

Dr. Rora. I do not happen to think this is the key issue. I think that
one of the problems, and one of the major differences in thrust between
our earlier PRO proposal and the modification that now stands in
PSRO, that the thrust of our bill would have been to take advantage
of physician development, physician enthusiasm, and physician spon-
sorship and cnoperation in peer review in the many w?s it was being
developed, and to support those, to extend them and gradually to
achieve a successful operation. '

Now, what hap]pened under PSRO was that the very first agrroach
to this kind of enlistment of enthusiastic effort ran into a roadblock in
the districting, where we had States that wanted to take the responsi-

the terms of the law they found that it was an arbitrary
decision that they had to be divided up into multiple PRO’s. Not ail
States wanted single State PSRO, as you well know, sir. There are
many that are happy with the deei?ations. There are many that are
unhtg)sy. And I am sure you know by now that at least one State has
suit on this subject, and we have at least one more consider-

ing such action. : ~

So here where the physician wanted to do the job on the general
terms of the rest of the law’s provisions, they immediately ran into a
frustration and an estrangement. And I think that there are States
that are now standing for repeal that would not be for repeal had they
not run into this obstacle. Tt 18 one of the ineptitudes that I referred to.

Senator BENNETT. I have overstayed my time. I will come back

again later. ‘
Rore or Docrors 1IN PSRO

Senator TaLmapce. I supported the original PSRO legislation be-
cause I thought doctors were better qualified to monitor it themselves
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than Government bureaucrats and insurance company clerks. Do you
not agree with that? '

Dr. Rora. Totally, sir.

Senator TALMADGE. Are "iou not aware also that before the PSRO
amendment was a%:eed to that insurance company clerks and Govern-
ment bureaucrats had far greater delegations of authority than the

PSRO hasright now? ,
e]g;'. Rorm.d .gYes, sir. We have been living with that in medicare and
medicaid.

Senator TALMADGE. Are G)fr,ou not further aware that that authority
is still in the act where a Government clerk can come in your office or
an insurance clerk can come in your office and get your records and look
at them and virtually anythjrg elsehe wantstodot? - -

Dr. RorH. Yes, sir. I would point out in our suggested amendments
we would change that. :

Senator TaLuanae. What is so objectionable about letting local doc-
tors do in the future what Government clerks and insurance clerks have
been able to do now for years?

Dr. Rota. Actually, it would be done much better. And that is pre-

cisely our objective. 3
Nz ror PSRO’s

Senator TaLymance. On another subjeeta I will be very brief. In the
absence of cost controls on health care, do we not need professional
stangiar(;s review to assure appropriate usaga of costly health care
services

Dr. Rora. Dr. Hunter, would you like to react to that ¢

Dr. HuNTER. Yes, sir, I would say so.

Mepicar, Socrery PSRO-Tyre ReviEws

Senator TaLmApGE. There have been some complaints about confi-
dentiality and cookbook medicine and cost of review relative to saving,
and so forth. The medical societies in Sacramento, Calif., New
Mexico, Utah, and Colorado have been doing PSRO-type reviews for
the Government. I assume that the AMA evaluated the activities of
those medical organizations. What were your specific findings with
respect to those operations?

Dr. HunTer. We viewed them with interest. And we applauded
their efforts. And we felt that their accomplishments were worthy of
documentation. )

Senator TaLMapce. I will reserve the balance of my time and yield
later to the Senator from Utah if he desires.

And now Senator Hansen is recognized.

Senator HanseN. Thank you, Mr. Chairman. .

I will direct my questions to the panel, and who you feel might best
respond, it would be up to your determination.

PSRO anD NatioNaL HEALTH INSURANCE

‘What do you envision the results to be when PSRO’s are extended
to all health care, including ambulatory and office care under a national
health insurance program? -

33-013 0«14 «pt.1 -8
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Dr. Roru. That, Senator Hansen, is one of our greatest concerns.
It is being widely alleged that one of the important things in connec-
tion with PSRO is to have it accomplished now, because it will be
incorporated into any kind of national health insurance that may be
soon enacted. And it is also envisioned, particularly as one listens to
discussions about the impact of the PSIgO on the prescribing habits
of physicians, with regard to antibiotics, and things of that sort, that
this must inevitably imply that this get carried on into office practice
in the out-of-hospital setting where a substantial part of that kind of
medical practice 1s carried on.

This falls in the general area reported on by Dr. Saward this morn-
ing, when he said methodologies ofp handling this kind of review simply
do not exist. Virtually all of the review has been applied either to
institutional care or in some limited cases, as in the New Mexico experi-
ence, to a statewide medicaid, title 19, program. And the techniques
of doing quality care are fragmentary. So that we are fearful of a
mandatory governmentally %L:cribe program for industrywide
application.

TiMiNg oF AMA SUGGESTED AMENDMENTS

Senator Hansen. My second question deals with a subject that has
already been discussed with some degree, more than perhags just
normal interest. But nevertheless, let me ask, Why do you say that the
law needs to be amended now rather than after an initial period of
implementation and experimentation § .

r. Rorn. I would like to ask Dr. Beddingfield to reply to that, sir.

Dr. BeppInerIELD. Senator Hansen, many of the apprehensions and
concerns that were expressed by the Secretary this morning were
addressed by the amendments which I did not have time to present in
my presentation. And I would hope that they would receive the careful
attention of the committee. )

Senator Hansen. Dr. Beddingfield, let me say by way of partial
response to your expressed hope that I certainly will be glad to consider
those. That may not mean anything, but it seems to me that any
organization, or any professional group, anyone who comes under the
purview of a particular law, may be at some disadvantage. And it does
not offend me that you might have some suggestions to make as to
ways in which the law can be improved.

I am very lowdown on the totem pole, and I would not want to hold
out any false hope that you might take undue encouragement from
what I have said.

Dr. Rotr. May I add to this, Senator, that one of our amendments
which I think is more important, is to give more time for implementa-
tion if this law is to be continued, because it seems obvious that when
the law was passed in 1972, that there was a recognition on the part
of the Congress that the profession was being asked to do an extraordi-
nary job, and that they gave us 3 years. January 1, 1976, may have
seemed far off at that time, but here we have spent half of it, and now
the remaining 18 months seems to be a very short time, when we recog-
nize that it was just yesterday that we got the first authorization to
begin one PSRO. And so if we are to live with this, to improve it, to
improve its chances to be a success, we feel that it requires more time.
We have a dual purpose proposed amendment in that respect.
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DEevELOPMENT OF NorMs FOR CARE

Senator HANSEN. One final question. Specifically, how could the
norms as designated in the law cause what you call cookbook medicine!
Dr. Rorn. Senator, I think it comes from an experience in working
with Federal Frograms, medicare, and medicaid. Cookbook medicine
would occur if there are indeed for each diagnosis a set of norias, and
the understanding grows among all physicians that as long as their
ggactice conforms to these norms that fees will be paid and there will
no problem about peer review. This is what we are eternally told. It
seems to me that there will be a compulsion toward doing everything
that the norm authorizes; the physician will feel if he does so he is
secure, he is playing accoréing to tﬁ,e Federal rules, and he will be paid,
there will be no problems about it, and it may even improve his legal
status if anybody ever wanted to bring up any question as to the pro-
riety of his treatment. This is certainly not in tune with the use of the
judgment and the experience of the physician who certainly does not
normally carrxl out his management of a case according to cookhook
recipes. I think this is what we are talking about because it could be a
msgor contributor to escalation of the expenses of the whole program.
enator HaNsEN. I might just observe, Doctor, that judging by the
experience some people have had who were engaged in what 1s some-
times referred to as good Samaritan acts, and have found themselves
before the courts answering charges that have been made, I must say,
as one who comes from that part of the country where there are not
all that many people, and having seen firsthand more than one occa- .
sion where intentions paid off very well, I am glad that everyone
has not been instilled with the fear that I think you rightly anticlfpate
could discourage some doctors from deviating from it. Because from
personal observation I can say that there are a few people alive today
Iknow of that would not have been alive if the person had been able
to view the full spectrum of court action and had been made aware
of the dangers of picking up somebody that is badly hurt, is unable to
sgeak, and you do not know what is wrong with them. And thank God
there are still people who are willing to take the chance and do what
they believe is right, despite the fact that they could obviously find
themselves in a legal situation where they would be confronted by
somebody saying that they are contributing to their total paralysis or
even their death. _

Dr. Rora. Thank you,

Senator HanseN. Thank you. .

Senator TaLMApGe. The Chair yields such time as he has remaining
to the Senator from Utah.

Senator BENNETT. I am interested in this discussion of norms be-
cause I hold in my hand again Resolution No. 56, Specifications for
the Development of Norms for Care, Diagnosis, and Treatment,
adopted by your clinical convention in 1972. And every one of these
re%lirements is met as far as I can tell by the situation set up in the law.

r. Rorn. Except one, sir. .

Senator BENNETT. What isthat

Dr. Roru. That is our stress—I will have it in a moment.

This is the resolution that has the three sections.

- Senator BENNETT. I can supply it to you if no one else can.
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¢ RotH. I am sure we have it here. But at any rate, I am familiar
with it enough to point out the single exception. And that is the stress
that these be used as guides. This is the thrust of the amendment which
we propose. And the specifics of the language that raise some concern
are In section 1156-A of the act, which says that these norms shall be
used as principal points of evaluation and review. It is interesting to
us that the PSRO manual, as it has just been distributed, departs
from this language too and points out that it would be more appro-

riate for an Initial point of evaluation that is not the principal point

y which the appropriateness of the treatment shall be judged. We
think there is a profound difference in the actual facts of the practice
of medicine between these two stages.

Senator BENNETT. I think this is an exercise in semantics. I think
you will find that when you come to consider the way the norms are
used as instruments and have been used by those who have actually
used them, the law is quite adequate.

Dr. Rorn. We will be very happy to see that the PSRO manual
makes this switch in apFroach. So we would interpret this action as
hopefully being eventual support.

enator BENNETT. I think the amendment is superfluous. The com-
mittee report refers to them as checkpoints, and all the way t‘hrouil‘}
we who have worked on the program considered them simply to
trigger points, points of comparison.

IssUE oF CONFIDENTIALITY

I would like to move before my time runs out back to this kit. On
page 10 of the speech in the kit you devote the entire page to the issue
of confidentiality, and say—you end by saying: '

Lest anyone think I am being melodramatic on this point, I remind you of the
growing abuse of privacy by government, by industry, by credit rating bureaus,
and by unwitting computers.

Based on your knowledge of millions of millions of medicare patients
and their treatment, how many have complained to you that their pri-
vacy hasbeen violated ¢

Dr. HoNTER. As an individual practitioner # None. '

Senator BEnNETT. None. How many have complained to the Ameri-
can Medical Society or to their constituent societies and been referred
to the American Medical Society ¢

Dr. HunTer. I know of none, sir.

. Se;\ator BeNNETT. In other words, are you not tilting at a windmill
ere

Dr. HunTer. No, sir. We are trying to act on behalf of our patients.
This is not a matter of concern to us, it is a matter of concern for our

" patients.

Senator BENNETT. The chairman has pointed out that the law has
made it possible for clerks and bureaucrats to have access to these
records for a long, long time.

Dr. HUNTER. Yes, sir. We do not approve of that either:

Senator BENNETT. And after all of this experience you cannot in-
dicate the existence of any complaints, Now, we think we have strength-
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ened the provision against the release, the unauthorized release of con-
fidential material in the bill, But you know that no review process
can ogerabe if you can deny the reviewer access to the records he needs
to study the review. This seems to me axiomatic.

So I just want to make the point that this issue of confidentiality
which was blown up in your kit, has in my mind been blown up out of
all proportion to the actual facts as they exist. And the facts as they
exist are a pretty good measurement of the risk that exists. I do not
know of any better one. - -

Of course, if you want to approach this problem as some people are
approaching the question of nuclear power, if the ultimate situation
existed and every patient’s files were automatically revealed to the
public—maybe that is possible under the law, but following this line
of reasoning you reach the point where you cannot legislate against
every concelivable situation. And I hope to develop during these hear-
ings the fact that this concern about norms is really a red herring rather
than a fundamental problem, because there is no data to support it.

I have no further questions, Mr. Chairman. _

Senator TaLmapce. Thank you very much, Dr. Roth, and your
associates, We appreciate the contribution you have made to our
deliberations.

DEeveLoPMENT OF NorMS FOR CARE

Senator Bennerr. We had a discussion during the last exchan
about Resolution No. 56. And I think for the sake of the clarity of the
record the resolution should appear as part of that discussion.

Senator TaLmapoe. Without objection, it is so ordered.

{The resolution and Dr. Beddingfield’s prepared statement, with an
appendix containing the AMA’s suggested amendments, follows.
Hearing continues on p. 82.] -

No. 58 SPECIFICATIONS FOR DEVELOPMENT OF NORMS YOR CARE, DIAGNOSES, AND
TREATMENT '

HOUBE ACTION: ADOPTED

Resolved, That the American Medical Association supports the development
of “norms” for medical care-as stated in Public Law 92-608 calling for the estab-
lishment of “professionally developed norms of care, dlagnoses and treatment,
based upon typical patterns of practice in its regions,” provided such “norms”:

1. Have a content which:

a. Recognizes the separate concern for cost and quality.

b~ Recognizes that medical care often deals with patient problems rather

‘than specific diagnoses.

¢. Recognizes the frequent occurrence of multiple problems in a single patient.

d. Recognizes the uniqueness of individual patients.

e. Recognizes the fact of reglonal variations in medical care patterns, e.g., dif-
ferences in availability of facilities and services.

2. Have a structure which:

a. Is developed by organized medicine.

b. Has major input from national and regional speclalty socleties.

¢. Is acceptable to the practicing physictan at the regional level.

8. Are applied soas to:

a. Be useful for assessment of professional performance,

b. Recognize deficiencies in medical care in order to identify appropriate areas
for continuing education.

¢. Assure continuing evaluation and amendment of the “‘norms” by the medical
profession, . R
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PREPARED STATEMENT OF DB, EpcAR T. BEDDINGFIELD, JR.

Mr. Chairman and members of the subcommittee, I am Doctor Edgar T. Bed-
dingfield, Jr.,, a practicing family physician from Wilson, North Carolina.

Mr. Chairman, section 249F of P.L. 92-608 introduced into the Social Security
Act an extensive program for the review of health services provided or reim-
bursc' under the Act. The legislation is intricate, with complicated interrela-
tionships. In some respects it sets forth broad policy statements as to the direc-
tion of the legislation, in other parts it is quite specific and detailed, while in
still others it {8 ambiguous, It is important to note, also, that the PSRO law is
an additional review mechanism which in many cases overlaps previously enacted
utilization review requirements as well as similar review procedures which were
mandated in other sections of P.L. 92-603. It is not surprising, then, that the
law has created a great deal of confusion and misunderstanding. In an effort to
resolve some of these conflicts and ambiguities, the American Medical Associa-
tion has developed amendatory language which is intended to bring the pro-
gram closer toward its stated zoal of professional medical review. At this time I
wo&xld like to describe some of the problem areas which our proposed legisiation
addresses.

An area of particular concern has been the nature and development of the
‘“‘norms of health care services” which would be developed pursuant to Section
1156. It is unclear in the law where the responsibility lies for the development
of these norms. Accordingly, the AMA in Section 4 of its proposed amendments
would clearly state that criteria of health care shall be identified or developed
by each Professional Standards Review Organization giving due consideration
to such criterla of care identified or developed by national medical specialty
organizations. -

There are further confiicts within the present law regarding the application
of the “norms.” Section 1156 states that the norms would be used as ‘“prineipal
points of evaluation and review.” Nevertheless, Section 1187(c) tends to institu-
tionalize the norms of care by purporting to insulate providers and practitioners
from civil liability when they adhere to the norms of care. These sections are
patently contradictory, and we would anticipate that the net result would be
that the norms of care would be viewed as rigid federal minimum requirements.
Moreover, the provisions imposing refund penalties on providers and practi-
tioners could also contribute to the rigidity of the norms. Patients and the
profession alike are legitimately concerned with the prospect of cookbook
medicine. These concerns will continue until the law is clarified. With this _
object, the Association has recommended that the “norms” should be guides for
care and should be clearly understood-to be initial points of evaluation and
review. Furthermore such guldes must not be substituted for the medical judg-
ment of individual physicians in the delivery of health care services. Moreover,
the Association I8 calling for the repeal of Section 1167(c) which seeks to give
statutory recognition to the norms as providing immunity from civil suit. In our
opinion that provision is not in the best interest of the public or the profession.
There should be no compulsion on physicians toward strict adherence to fixed
treatment norms. -

Another issue of extreme importance relates to the confidentiality of informa-
tion accumulated and stored by PSRO’s, Section 1155(a)(4), for example,
requires the development and regular review of patient profiles of care. In other
words, the system would have to maintain records of all of the care provided
or reimbursed on behalf of some 86 million medicare and medicaid beneficiaries
and recipients. Aside from the enormous expense and questionable value of
compiling and regularly reviewing this data there is a clear potential for
.mischief in the very existence of such exhaustive computerized records. We
recognize that Section 1168 of the Social Security Act sets forth criminal pen-
alties for the unauthorized disclosure of such information, but statutory prohibi-
tion does not assure confidentiality. The American Medical Association urges
maximum protection of the public from the very real danger of invasions of
privacy. The amendments which are attached to this statemsnt provide appro-
priate discretionary authority in the PSRO to maintain 1ecessary profiles,
while eliminating mandatory universal -patient profiles.

Confidentislity is also an essential element of candid peer review. If quality
assurance programs are to be effective in promoting- discussions within the
medfcal profession and in operating as an effective means of continuing medical

.
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education and of improving patient care, the deliberations and the records of the
review committees must be held in the strictest confidence. For these reasons
our amendments seek to protect these medical records from discovery in civil

litigation.

Proceeding to another.point, Doctor Roth has observed that several sections
of the law relate to utilization review and quality assurance programs. An un-
fortunate fact of the last year or so is that conflictiug regulatory schemes have
been offered under these various and sometimes contradictory provisions. It
seems clear that Congress intended for section 249F to be the principal avenue
for review of services. Nonetheless, numerous bureaus and agencies have ad-
vanced utilization review procedures on the basis of tenuous authority. Inter-
mediary Letters, including requirements for pre-admission approval, have been
proposed under the aegls of Section 213. Preadmission approval systems have been
proposed under the purported authority of Sections 207, 237 and 239 of P.L.
02-603. These efforts have created confusion that have tended to predetermine
the structure and form of the PSRO system and they have alienated large num-
bers of the profession and the public. The Association therefore submits that
overlapping and redundant review authorities be deleted and the amendments so
provide.

Consistent with organized medicine's longstanding support of peer review
as an effective method of continuing medical education, the AMA recommends
that the sanctions and penaities applicable to health care providers and practi-
tioners be made more flexible so that any such sanctions will be related to the
gravity of the violation.

As written, the PSRO law (sec. 1157) requires that a violation of any obliga-
tion must be reported by the PSRO to the Statewide Professional Standards
Review Council and forwarded to the Secretary. It is possible, therefore, that
all deviations, however minor, would have to be reported to the Statewide Pro-
fessional Standards Review Council as violations of the Act. We would suggest
that a more responsible approach would be to permit the local PSRO to forward
only those actions of the provider or practitioner where they show an inap-
propriate practice pattern or when such actions constitute gross and flagrant
violations of the Act. :

The Association has also considered the question whether federaily provided
institutional care (such as care provided or reimbursed through the Veteran's
Administration or the Public Health Service) should be within the purview of
PSRO review. It was concluded that if improved patient care is to be achieved
through-this program such improvements should be achieved within the federal
system, Our amendment, which {s in accord with the substance of a recommenda-
tion of the National Professional Standards Review Council, ealls for the in-
clugion of VA and Public Health Service programs within the gambit of PSRO
reivew.

Another of our amendments relates to the formation of organizations within
the state to provide technical and other assistance to local PSROs. While we are
aware that recognition is currently belng given to the development of statewide
PSRO Support Centers, we are of the opinion that specific authorization should
be provided in the law for the creation and recognition of appropriate organiza-
tions performing such functions. .

The final point that I would make in the limited time available relates to
the overall implementation tlmetable. It is clear that Congress intended that
practicing physicians develop the PSRO program. The program could be com-
promised beyond redemption if the medical profession were expected to meet a
deadline which i1s unrealistic. It is evident that if the intention of the Congress
is to be carried out, that is to say, if the medical profession is to be given a
meaningful opportunity to establish utilization review and quality assurance
programs an extension of time beyond January 1, 1976 must be granted, as the
Association recommends in its amendment. Moreover, in the period of time dur-
ing which fledgling PSROs are formed a study should be conducted to determine
when, if ever, organizations other than professional associations should be per-
mitted to conduct the review function.

Mr. Chairman, I have reviewed only a portion of our amendments. Attached to
this statement, as Appendix A, is an itemization of all of our recommended
amendments. We have also attached, as Appendix B, a draft bill containing rec-
ommended text to accomplish these changes.
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We thank you for the opportunity of discussing the specifics of the AMA’s
proposed amendments. I realize this presentation is somewhat lengthy, but as
you know this is 2 most complex issue which requires careful attention and

study.
We will now respond to questions which this Committee may have.

‘Appendix A
May 1, 1974.
PSRO AMENDMENRTS

The following is a list of amendmants to the PSRO law that has been recom-
mended by the AMA Council on Legislation and approved by the Board of
Trustees, The policy recommendations set forth below are not in the form of
suggested legislative language but rather reflect the substance of the amend-
ments.

(1) The definition of “‘qualified organization” under Section 1152(b) (1) (A)
should be expanded so that organizations, including foundations, designated
by medical societies will be specifically eligible for consideration as a PSRO.

(2) (A) Authority for the Secretary to enter into PSRO contracts with groups
other than professional assoclations, as provided in Section 1152(b) (1) (B),
should be postponed from January 1, 1976, to July 1, 1978.

(B) The National Professional Standards Review Council should conduct
a study to review the extent of professional participation in the implementation
of the PSRO program. Such study would be completed by January 1, 1978, and
thereupon presented to Congress, at which time Congress could determine
Wbethﬁl(-')s and under what conditions, other agencies would be allowed to serve
as PS8

(8) (A) Section 1156 should be amended to speclﬁcally direct the respective
PSROs to ascertain and develop appropriate guidelines, (referring to norms,
criteria and standards) drawing upon the expertise of national, state, and
county medical associations and specialty societies.

(B) The law should be amended to specifically state that such guldelines
(referring to norms, criteria and standards) are to be guides only and cannot
be substituted for individual professional judgment.

(4) Consistent with policy in opposition to preadmission certification of
bix;s(tli:lutti:;al care, such authority presently existing in the PSRO law should_

eted.

(5) “Regular Review” of Patient and Provider profiles should not be required
to be based upon .case-by-case analysis of care provided or received. Sectlon
1155(a) (4) should be amended to allow for the review on a sample basis,

(6) Section 1160(a) (3) providing for financial penalties in lieu of termination
or suspension should be repealed. A system of graduated sanctions, clearly
stating the maximum applicabl¢ penalty (such as, a suspension up to 30 days

-. —for the first finding by the PSRO that the provider or practitioner has estab-

lished a pattern of practice which is unacceptable) should be established.

(7) Certain reporting provisions require PSROs to submit to the Statewide
Council, for forwarding to the Secretary, all determinations made by the PSRO
that a practitioner or a provider has violated any obligations relating to neces-
sity, quality or situs of care furnished (Section 1157 and 1160(b) (1)). These
provisions should be amended to require the PSRO to report to the Statewide
Council only when it determines that a pattern of practice requires such attention
or that a provider or practitioner has grossly and flagrantly violated the
obligations Imposed under the Act. Such determinations should be made only
after a conference with the provider or practitioner in an attempt to seek
compliance, and a finding that he or it has shown an inability or lack of desire
or intention to comply with the program requirements.

(8) Section 1167 should be amended to provide that the written records of

~Professional Standards Review Organizations, Statewide Professional Standards

Review Councils, and the National Professional Standards Review Oouncil
‘shall not be subject to subpoena or discovery proceedings in any civil action;
nor ghall the identity of any member, employee, or person providing inrormatlon.
counsel or services be subject to subpoena or discovery proceedings; nor shall
the discussion or deliberations of any such organization, council member, em-
ployee, or person by subject to subpoena or discovery proceedings in any ctvil

-~ —action,

(9) Section 1187 (c) should be repealed. Section 1167 purports (in subsec-

- —ton () ), to limit the liability of an individual furnishing items or services when
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such individual has acted in compliance with the norms of care applied by a P8

provided that he exercised due care in his conduct. This ptovisitl))xx: conmyhave ﬁg

unintended and undesirable effect of pressuring practitioners to adhere to the

ﬁgﬁ?& bhl{eore:lver, lt1he %oﬂsloxéu 1& at beg:smeanlngiess because on its face it is

only when the practitioner exercised due care— 1

at the heart of the malpractice issues. ¢ care—the very lasue
¢10) The law should be amended to state the limited functions of the “norms,

;:;l:gﬁn‘.:aa;g standards” developed thereunder and to define their applicability

(11) Bection 1168, referring to the reimbursement of PSRO expenses, should
be amplified so that contract applicants will have an accurate understanding as
to which organization expenses will be reimbursable.

(12) The law should be amended to provide for the appeal of area designations.

(18) The law should be amended to provide for PSRO review of care delivered
through all federal medical programs such as the Veterans Administration and
Public Health Service,

(14) Section 1155 {b) (4) should be repealed. PSROs would be authorized
under Section 1185 (b) (4) to inspect the facilities in which care is rendered
or services are provided by practitioners or providers. Institutions are current-
ly subject to inspection by the Joint Commission on Accreditation of Hospitals,
and, moreover, facilities are generally subject to regulation under state and
local law. It has been observed that the further requirements of onsite inspec-
tions by PSROs would be an unwarranted duplication.

(15) Section 1155 (b) (8) should be repealed. Practitioners and providers are
obligated to maintain supporting documentation substantiating the necessity
and quality of care provided under Medicare and Medicald. These record-
keeping requirements (Section 1160 (a) (1) (O) are duplicated by an ambiguous
authorization under Section 11585 (b)(8) allowing PSROs to “examine the
pertinent records” of practitioners and providers. This authority is, at best,
redundant and could be the subject of abuse. It should be observed that unre-
strained examinations of medlcal records would jeopardize their confidentiality.

(168) The rola of the state medical soclety should be further augmented by
authorizing the Secretary to enter Into contracts with the state medical soclety,
or {ts designated organization, to provide technical and administrative assistance
to PSROs in the administration of the PSRO program. Under such contracts,
the organization would be relmbursed directly by DHEW.

(17) Section 218 of P.I. 92-603, which describes circumstances under which
payment may be made under Medicare for certain otherwise noncovered items
and services, and under which recovery can he made from provisions and prac-
titioners, should be led. .

(18) Provisions of Section 27 of P.L. 92-608, relating to utilization review pro-
cedures under Medicaid should be repealed. - -

(19) Section 229 of P.L. 92-608, authorising the creation of program review
teams should be repealed. .

Appendix B
Bill No. cave-- .
In the (Senate) (House)'of the United States

Date .-
93p CONGRESS -
24 Session :
M. e ———— of —eevevveee—_ introduced the following bill : which was

read twice and referred
TO the oo Committee

- ¢ the Soclal Becurity Act to provide effective
A ?gn%ﬁgr:aggdofgrtofsuﬁggf s,ilal?dudes %Pecv?ews %efu betaylth ul?ep:e‘;ﬂe:a? g:ee?sand the
Professional Standards Review Qrganisation activity to include review of ces rr-
formed by or in federally operated health care institutions, and to protect the- copfiden-
tiality of medical records : .
Be it enacted by the Senate and House of Representatives of the United Statés
0f America in Congress Assemdled, ’ -
Seorrox 1. Section 1151 of the Soclal Security Act is amended by inserting “(a)”
after the designation “Sec. 1151.” and by adding a new subsection (b) as follows:
“(b) In order to promote uniformly effective, eflicient, and economical delivéty
of health care services of proper quality in federally-owned and operated health
care institutions serving the civilian population, it is further the purpose of this
\
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part to utilize the Professional S8tandards Review Organizations established under
this part to apply suitable procedures of professional standards review to services
provided by or in health care institutions operated by the Public Health Service
axlxga the Veterans Administration, in accordance with the provisions of Sec.
1155(h).”

Seo. 2. Section 1162 of the Soclal Seeurity Act is amended—

(a) By amending subsection (a) :

(1) To insert “(1)” after the designation “Sec. 1152. (a)” and delete
“(1)” and “(2)” in the first sentence.

{2) To add a new subsection (a) (2), as follows :

“(2) (A) The Professional Standards Review Organization areas shall
be established or revised by the Secretary after consultation with ap-
propriate professional associations representative of doctors of medicine
or osteopathy who are in active practice in the areas affected, such as,
state and county medical assoclations and specialty societies, and the
Secretary shall provide an opportunity to all interested persons residing
within any state for public hearing with respect to any area within the
state in which he proposes to establish or revise a Professional Standard
Review Organization area. In establishing or revising any such area,
the Secretary shall consider, among other things, recommendations, as
provided above, of the doctors of medicine or osteopathy within a state
for the establishment of a statewide Professional Standards Review
Organization or multiple Professional Standards Review Organizations.
An area may be establiched statewide or as one of multiple areas within
a state irrespective of the number of physicians within such area., Where
the entire state has been established as a single Professional Standards
Review Organization area, the review functions shall be performed
locally by local review units approved by the designated Professional
Standards Review Organization. When an area designation ig proposed
as an appropriate area with respect to which a Professional Standards
Review Organization may be designated the Secretary shall publish such
proposal and allow ample opportunity for public comment and recom-
mendation. Moreover, upon making any such area proposal, the Secre-
tary shall release all relevant data and criterla upon which his recom-
mended area designation is based together with a statement of his
rationale for the determination.

“(B) Final determination of the Secretary in the establishment or revi-
sion of any Professional Standards Review Organization area shall be sub-
ject to review in a civil action commenced by any interested person, with-
out regard to jurisdictional amount, within 60 days following publication
of such determination in the Federal Register or within 60 days following
enactment of this subsection, whichever is later. Such action shall be brought
in the district court of the United States for any distriet in which the area
in controversy is located. If it be shown to the satisfaction of the court that
the Secretary has acted arbitrarily, or has not met the requirements in sub-
paragraph (A), the court shall have the power to reverse the determination
of the Secretary, to remand the matter to the Secretary for reconsideration
and redetermination of the Professional Standards Review Organization area
to be established, and to enter any other appropriate relief. The judgment of
the court shall be final except that it shall be subject to review in the same
manner as a judgment in other civil actions.”

{b) By redesignating subparagraphs (A) and (B) of subsection (b)(1) as
“(B)" and “(C)”, and adding a new subparagraph (A) as follows:

“(A) A private non-profit organization, including a medical foundation,
designated by a state medical soclety of any state to perform in such state
the duties, functions and activities of a Professional Standards Review
Organization required by or pursuant to this part,”.

(¢} By changing Subsection (¢) (1) to read as follows:

“(e) (1) The Secretary shall not enter into any agreement under this part
under which there is designated as the Professional Standards Review Organiza-
tion for any area any organization other than an organization referred to in
subsection (b) (1) (A) or (B) prior to July 1, 1978, nor after such date, unless,
in such ares, there is no organization referred to in subsection (b) (1) (A) or (B)
which ‘meets the conditions specified in subsection (b)(2). In any event, the
Secretary shall not enter into any contract designating an organization or entity

A\



4

- 79

referred to in section 1152(b) (1) (C) without the concurrence of the National
Professional Standards Review Council.”

(d) By changing “subsection (b) (1) (A)" in subsection (¢) (2) and subsection
(¢)(2) (A) to “subsection (b) (1) (A) or (B)".

(e) By adding a new paragraph (8) to subsection (c) as follows:

*(8) The National Professional Standards Review Council shall conduct a
study of the designation of professional assoclations as organizations in the
implementation of section 1152 during the period ending June 30, 1877. The
study shall provide information for the purpose of evaluating whether, and
under what conditions, organizations other than professional associations shall
be allowed to perform the review functions as provided in section 1152(b) (2).
The study shall be submitted to the Secretary and to the Congress on or before
January 1, 1978.”

(f) By changing “January 1, 1976,” in paragraph (f) (1) to “July 1, 1978,".

Skc. 8. Section 1155 of the Social Security Act is amended—

(a) By deleting all of subsection (a) (2) and substituting-the following:

“(2) Bach Professional Standards Review Organization shall have author-
ity for arranging for the maintenance (to the extent it deems necessary or
advisable for the effective performance of its duties) of profiles of care and
services received and provided with respect to patients, with discretion in
the organization to provide for their review on a regular, sample, or other
selective basts as determined by the organization to be necessary or advisable
in the performance of its duties, and to determine with respect to each health
care practitioner and provider whether the care and services ordered or
rendered are consistent with the citeria specifled in clauses (A), (B), and
(C) of paragraph (1). In all cases the organization shall utilize in such

-profiles, to the greatest extent practicable, methods of coding which will
provide maximum confidentially as to patient identity and assure objective
evaluation consistent with the purposes of this part.”

(b) By deleting subsection (a) (3) and redesignating paragraphs (4), () and
(6) as “(8)", “(4)” and “(5)", respectively.

(¢) By deleting all of subsection (b) and substituting the following:

“(b) To the extent necessary or appropriate for the proper performance of
its duties and functions, the Professional Standards Review Organigation serving
any area {8 authorized in accordance with regulations prescribed by the Secre-
tary to make arrangements to utilize the services of persons who are practitioners
of or specialists in the various areas of medicine (including dentistry), or other
types of health care, which persons shall, to the maximum extent practicable, be
individuals engaged in the practice of their profession within the area served by
such organization.”

(d) By adding new subsections (h), (1), (J),and (k), as follows:

“(h) Each Professional Standards Review Organization with which the Secre-
tary enters into an agreement under this part shall also, as a part of its respon-
sibllity and authority under that agreement, assume responsibility for profes-
sional standards review of health care services furnished by or in institutions
operated by the Public Health Service and the Veterans Administration in the
area which it serves. In carrying out this. review, the Professional Standards
Review Organization shall utilize the same guides for health care services which
are applied to non-federal institutions in the area, making reasonable allowance
for differences in the types of patients served and the choice of sites for care
available within those federal systems. To the fullest extent feasible, all sections
of this part shall apply equally to federal and non-federal institutions review,

~ except that sections 1158 and 1169 shall not be applicable.

“(1) In place of other reporting and review requirements of this part coatained
in sections 1158 and 1159, Professional Standards Review Organizations charged
with reviewing health care provided in such federal facllities shall develop pro-
cedures whereby deficienclies shall be brought to the attention of administrators
of the hospitals and other federal institutions concerned. At the end of each fiscal
year, each Professional Standards Review Organization which is responsible for
such review of federal institutions shall present to its Statewide Professional
Standards Review Council (or to the Secretary, if no such Council exists) a
report indicating the number of cases reviewed for each such institution, the
number and type of medically unnecessary services provided, deficiencles in the
quality of care provided, and services which could have been provided in a less
costly facility with equal medical effectiveness.
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“(3) Bach Statewide Professional Standards Review Council which receives
the reports required in subsection (i) shall review them and, if appropriate, con-
sult with the appropriate hospital administrators, and forward such reports to
the Secretary. The Council may, as it deems appropriate, indicate any improve-
ments in effective and efficient provision of services from year to year, and offer
such other comments and recommendations as it belleves to be pertinent.

“(k) The Secretary, upon receiving these reports from the Statewide Profes-
sional Standards Review Councils, shall consolidate the data contained in such
reports, separating data relevant to Veterans Administration and Public Health
Service institutions, respectively, and shall transmit the data relevant to Vet-
erans Administration institutions to the Administrator of Veterans Affairs. The
Secretary shall also make an annual report to Congress on the results of review
by professional Standards Review Organization of such federal hospitals, in
which such hospitals shall be identifled at least by branch of service, statg, apd
size,- and. shall present appropriate statistical data concerning utilization of re-
sources in such institution in comparison with non-federal institutions within
the same Professional Standards Review Organization area together with any
recommendations for appropriate changes aﬂ.’ecting utilization of services in fed-
eral hospitals.” -

20. 4. Section 11568 of the Soclal Security Act is amended—

(a) By deleting the words “Norms of” in the title thereof and substituting the
words “Guides for”. '

(b) By deleting subsection (a) and substituting the following:

‘“(a) Criteria of health care shall be identified or developed by each rota—
sional Standards Review Organization, giving due consideration to such criteria
of care identified or developed by national medical specialty organizations. Such
criteria of care shall be used by the Professional Standards Review Organization
as guldes of care. Such guides, where appropriate, shall be based upon typlcal
patterns of practice in the Professional Standards Review Organization area
(including typical lengths-of-stay for institutional care by age and diagnosis)
and used as Initlal points of evaluation and review; provided, however, such
guides shall not be substituted for the medical judgment of individual physicians
in the delivery of health care services. Moreover, such guides shall not, in any
civil litigation, be applied as evidence of the standard of proper medical care with
respect to any treatment in the absence of competent medical testimony. The Na-
tional Professional Standards Review Council and the Secretary shall make
avallable technical assistance in utilizing and applying such guides to organiza-
tions requesting such assistance.”

(b) By deleting “norms” in the first sentence of subsection (b) and substituting
“‘guides”.

(c) (1) By deleting subsection (¢) (1) and substituting the tollowing new
paragraph:

“(e) (1) The National Professional Standards Review Council shall provide
for the distribution to each Professional Standards Review Organization anad to
each other Agency or person performing review functions with respect to the
provision of health care services under this Act, or under other health care pro-
grame covered by this part, of appropriate materials indicating various guides
being utilized in other geographical areas. Such data concerning guides shall be
reviewed and revised from time to time.”

(2) In subsection (¢) (2), by changing “norms” to “guides" and by chang»
ing “a principal point” to “an initial point”.

Skc. B. Section 1157 of the Social Security Act is amended by deleting the firzc
sentence in section 1157 and substituting the following :

“1f, in discharging its duties and functions under this part, any Professional
Standarda Review Organization determines that any health care practitioner or
any hospital, or other health care facllity, agency, or organization violates obliga-
tions imposed by section 1160 ind that a pattern of violations exists from which
a finding is made by the orgaidzation that the conduct of such person or entity
constitutes a substantial violation, then such organization shall report the matter
to the Statewide Professional Standards Review Council for the state in which
such organization is located together with the recommendations of such organiza-
tion as to the action which should be taken with respect to the matter. The Pro-
fessional Standards Review Organization shalt make its determination only after
providing to the person or entity an opportunity for conférence with such organi-
zation in an attempt to'gain compliance with the obligations imposed by section
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1160 and making a finding that such person or entity has shown an inability or
iack of desire or intentlon to comply with such obligations.”

‘Skc. 6. Section 1160 of the Social Security Act is amended—

(a) By inserting in the first sentence of subsection (&) (1) atter “under
this Act,” the first time it appears in that subsection, the following:

‘“or in the provision of health care services and items by or in health care institu-
tions operated by the Public Health Service or the Veterans Administration,”.

(b) By deleting “under this Act—" immediately preceding clause (A) in sub-
section (a) (1), and substituting:

“under this Act or under the other tederal authorities to which this part is
applicable—",

{c) By inserting at the end of paragraph (b) (1) the following new sentence:
“Provided, however, That if there has been no previous imposition of sanctions
resulting in termination or suspension under this section, the Secretary’'s action
against such practitioner or provider for suspension or termination shall be
lmited to a suspension for not more than 30 days of the eligibility of such prac-
titioner or provider to provide health care services on a reimbursable basis under
this Act. Provided, further, That where sanctions are found to be appropriate
with respect to a practitioner or provider acting under the federal authorities
enumerated in section 1151, the organization shall forward its report, findings
and recommendations to the Administrator of Veterans Affairs or the Secretary
of Health, Education and Welfare, as appropriate, and the Administrator or the
Secretary shall order appropriate remedial action and notify the Professional
Standards Review Organization within 80 days as to the sanctions imposed and
remedial actions directed hereunder.”

tlSx:c(. ‘g Section 1167 ot the Social S8ecurity Act is amended by deleting sub-
section (¢).

Seo. 8 (a) Section 1862(d) of tLe Soclal Security Act is repealed.

(b) Section 1868(b) (2) of the Soclal Security Act is amended by changing
the comma at the end of clause (O) to a period, and deleting the remainder of
that paragraph ending with “grossly inferior quality.”.

(¢) Section 1903(1) of the Social Security Act is amended by deleting para-.
graph (2) and redesignating paragraphs (8) and-(4) as paragraphs “(2)" and
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(d)' Section 508(f) of the Social Security Act {s amended by deleting para-
‘g‘rapg (2) and redesignating paragraphs (8) and (4) as paragraphs “(2)” and

(&) Section 1157 of the Social Security Act is amended by deleting tbe last
sentence.

Srxo. 9. Section 1879 of the Social Security Act is repealed=—

Sxo. 10. Section 1803(g) of the Social Security Act is amended by deleting
all that follows after “utilization of such services” in paragraph (1) and pre-
cedes the last sentence of that paragraph, and substituting for such stricken
material the phrase “in accordance with the requirements of this title.”

Seo. 11. (a) Section 1168 of the Social Security Act is amended by deleting the
word “and” at the end of subsection (b), by adding “and” at the end of subsec-
tlon (¢), and by adding the following new subsection :

“(d) funds from general revenues to compensate for all expenses attributable
to the review and supervision of health care items and services reimbursed or
provided under federal authorities other than those within the Social Security
Act, such as, those enumerated in section 1151.”

(b) Section 1168 is further amended by adding at the end thereof the following :
“For the purposes of this part the Secretary shall reimburse organizations for
their ordinary and necessary expenses incurred in the performance of their
official duties and functions, including, organizational expenses, filing fees,
reasonable attorneys’ fees, and other expenses set out In regulations of the
Secretary. Any Professicngl Standards Review Organisation shall also recover
from thé Secretary, as a part of its ordinary and necessary expenses, reasonable
costs incurred in the course of litigation, as well as such amounts as may be
recovered against such organization in the course of any civil litigation, settle-
ment or other resolntion of a civil liability claim or other action lodged against
such organisation’ (including reasonable attorneys’ fees and expenses of litiga-
tion) on the BHSIY of its performance of its officlal duties and functions.”

Seo. 12. Section 1166 is amended by substituting therefor the following:

“Sec. 1166. (a) Notwithstanding the provisions of 60 Stat. 288 (5 U.8.0. 582,
as amended) or any other provision of law— -
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“(1) The written records, as well as any other data or information
acquired or evidence adduced, or working papers, reports, proceecings, find-
ings or recommendations made with respect to such data, information or evi-
dence of the Professional Standards Review Organizations or any committees
or any other agencles performing functions for the organization, of any
Statewide Professional Standards Review Council, and of the Natlonal
Professional Standards Review Council under this part shall be held in
confidence and shall not be disclosed to any person except to the extent
that may be necessary to carry out the functions and duties imposed under
this part; and )

“(2) The written words, as well as the date of information acquired or
evidence adduced, or working papers, reports, proceedings, findings or rec-
ommendations made with respect to such data, information or evidence of
the Professional Standards Review Organizatiors or any committees or
any other agencies performing functions for the organization, of any State-
wide Professional Standards Review Councils and of the National Profes-
sional Standards Review Council shall not be subject to subpoena or dis-
covery proceedings in any civil action ; nor shall the identity of any member,
or employee of a Professional Standards Review Organization, of the State-
wide Professional Standard Review Council and the National Professional
Standards Review Council, or person providing information, counsel or
services to such organigation be subject-to subpoena or discovery proceedings
for the purpose of obtaiuning information relating to the written -records
or data or information acquired or evidence adduced or working papers,
reports, proceedings, findings, or recommendations made with respect to
such data, information or evidence under this part.

(b) Nothing provided in this part shall prevent the use of the information
acquired under this part for research or statistical purposeg. However, for such
purposes, the name or identity of any patient, practitioner or provider whose
records have been studied, or of any member or employee of a Professional Stand-
ards Review organization, of the Statewide Professional Standards Review
Council and the National Professional Standards Review Council, or any person
providing information, counsel or services to such organization shall not be
disclosed.

“(c) It shall be unlawful for any person to disclose any information described
fn subsection (a) (1) other than for such purposes authorized in this part, and
any person violating the provisions of this section shall, upon conviction, be fined
not more than $1,000 and imprisoned for not more than six months, or both, to-
gether with the costs of prosecution.” -

Src. 13. Section 1169 of the Social Security Act is amended as follows: \

(a) By inserting in the title thereto before “Desiring to Be Designated” the.

‘words “Designated Or”.

(b) By redesignating clauses (a) and (b) as subparagraphs “(1)" and *(2)".

{c) By inserting “(a)” after the designation “Sec. 1169.” and adding a new
subsection (b) as follows: -

“(b) The Secretary is authorized to enter into a contract with any state medical
soclety or private non-profit organization (including medical foundations) desig-
nated by a state medical society for the provision of necessary technical and other
assistance in the creation and operation of local professional standards review
organizations. The functions of such organization may include assistance nec-
essary for conditional designation as a Professional Standards Review Organiza-
tion, the preparation of prototype plans and operations, general administration
of operational functions set forth in this part, and such other functions as the
Secretary may by regulations prescribe. Organizations providing such manage-
ment and technological assistance and otherwise coordinating and implementing
review efforts and advising Professtonal Standards Review Organizations pur-
suant to any such agreement will be reimbursed directly by the Secretary to the
amount of expenses reasonably and necessarily incurred by such organization in
preparing to carry out, and in carrying out, the duties and functions required by
such agreement.”

Senator TALMADGE. The next witness is Dr. William Campbell Feldh,

president, American Society of Internal Medicine.
Dr. Felch, you may proceed for 10 minutes. And your entire state-

ment will be inserted in the record.
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STATEMENT OF DR. WILLIAM CAMPBELL FELCH, IMMEDIATE PAST
PRESIDENT OF THE AMERICAN SOCIETY OF INTERNAL MEDI.
CINE; ACCOMPANIED BY DR. GLENN MOLYNEAUX, PRESIDENT
OF ASIM; DR. WILLIAM R. FELTS, TRUSTEE OF THE SOCIETY;
ARD WILLIAM R. RAMSEY, EXECUTIVE DIRECTOR

Dr. FeLcu. Thank you, Senator Talmadge, Senator Bennett and
Senator Hansen. I am Dr. William Campbell Felch. The list of wit-
nesses says that I am the president of the American Society of Internal
Medicine. Until 8 days ago I held that office. I am now the immediate
past president. With me are Dr. Glenn Molyneaux, the newly-elected
Kfesident of ASIM ; Dr. William R. Felts, a trustee of the society ; and

r. William R:. Ramsey, its executive director.

The American Society of Internal Medicine is a federation of 51
componant societies of internal medicine. ASTM has a membership of
over 12,000 internists, most of whom are in practice, delivering primary
care or subspecialty care, or both. We have submitted a written state-
ment which describes our credentials in detail. It also contains our
position and our concerns in some detail. I will attempt to summarize
these in the time available.

ASIM’s current position on PSRO was clearly stated just 3 days
ago, May 5, 1974, at the society’s annual meeting in San Francisco. At
that time ASIM’s House of Delegates unanimously endorsed a re-

ort of board of trustees which, while expressing certain concerns about

SRO, ended with this sentence: “Since it is law, the American So-
ciety of Internal Medicine will assist in its orderly implementatipn and
will seek to modify those portions of the law it finds objectionable.”

In addition, our house of delegates passed resolutions instructing
the board to promote review dedicated to assuring quality, to educate
the membership and the [;ublic about PSRO, to seek appropriate
amendments, and specifically to seek extension of time deadlines for
those PSRO’s which could be slow in getting started.

These position of ASIM, which, we believe to be unique for a na-
tional house of delegates structured medical organizations, represent
effort at defining and deliberating the scope and purview of peer
review. A detailed list of our activities in promoting peer review before
and after PSRO legislation appears in our written testimony. And I
will only mention here that these activities include, first, conceptual
effort at defining and deliberating the scope and purview of peer
review, :

Second, educational efforts distributed at our membership and at
larger audiences, including a peer review manual and a PSRO
guidebook. :

Third, research efforts, including a HEW contract to study meth-
odology to evaluate the quality of medical care.

I would like particularly to mention our present involvement
along with four other medical organizations, in a major deliberative
effort called private initiative in PSRO. In this program, which will
provide a neutral and objective evaluation operated in the private
sector, is supported by a 5-year grant from the W. K. Kellogg Foun-
dation in excess of $1 million. And the goal of this study is to develop,
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test and evaluate the system com{»onents of PSRO at six PSRO sites.
We anticipate that much useful information will come out of this
project, which will eventuallﬁbe helpful to all PSRO’s,

I would not wish to give the impression that we in ASIM find no .

roblems in PSRO. We have definite concerns both with the present
anguage of the legislation and with the potential impact of future
regulations. And these concerns are spelled out in detall in our writ-
ten testimony. They include certain specific recommendations about
certain portions of the law, including sections 1155(b)(3), 1156,
1187(c), and 1167 in toto. . )

One proposal I would like to em(f)hasize relates to section 1156, whichi
has to do with norms criteria and standards. Our concern is that this
section as presently written could be construed as saying that only
those criteria or standards established by the PSRO locally are proper
procedure in the practice of medicine. So we propose consideration of
the addition of the following statement :

The omission of any portion of a criterion or standard cannot be interpreted as -
a breach of good medical practice, and the addition of g service not included in
a specific criterfon or standard does not indicate that that service was inappro-
priate or unnecessary in the care of a specific patient. .

Senator BENNETT. May I interrupt you at that goint and say that
we feel that that is implicit in the law. But I would be very hap&y to
put the committee on record—put myself, that is all I will do—as being
willing to write language of that sort into the law, because it certainly
was never the intention of the law to prevent that kind of a situation.

Dr. FercH. Thank you, sir.

Our broader, less specific concerns of PSRO include reference to
such matters as: (1) The possibility that an individual PSRO might
fail if a rigid time frame were enforced to January 1, 1976.

&2) The difficulties arising in quality assessment, if chiropractors
and other substandard practitioners are included in the review process.

(3) The need for recognition of the burden of the review process,
}:)_oth in terms of dollar costs and of displacement of patient care \

ime,

(4) The maldistribution of this review process. Our belief is that
it should equalg ap&l{) to the Veterans’ Administration, the Armed
Forces, and the U.S. Public Health Service hospitals.

We would especially like to direct your attention to our two major
concerns: (1) That consideration of cost may overshadow the consid-
eration of quality. We believe that administrative responsibility for
the.implementation of these ))Jlrograms must remain in the hands of
health professionals at both the national and local level so that im-
provement in the quality of medical care remains the primary thrust of
the program. ’

(2) Our second concern is that there could result a growing invasion
of the confidentiality of the medical record because of increased in- —
volvement of third parties in a review system, particularly when there
exists poorly defined authorization for the release of medical informa-
tion, and at the same-time an increagsed capability for machines to com-
municate identifiable information about the patient without the knowl-
edge of the patient.

To summarize: (1) ASIM has an established record of continuing
support of the peer review concept.
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_ (2) ASIM has thus far viewed the PSRO legislation as an te’(:ipport:u-
nity to imfﬁment that concept—if it is properly implemented.

(3) ASIM has concern that governmental involvement in peer re-
view can lead to the development of bureaucratic mechanisms which
could interfere with the proper conduct of peer review by the profes-
sion,

(4) ASIM has a special concern that PSRO is viewed in some quar-
ters as a cost containment mechanism. When PSRO activity is reviewed
in the future, it may well be found that dollar savings are not impres-
sive,

5) ASIM believes that the ultimate evaluation of the success or
failure of PSRO should depend on how well it has served the purpose
of upgrading the quality of care for this country’s citizens.

e thank you for the opportunity to present these views, and we
would be glad to answer any questions.
Senator TaLmapce. Thank you, Dr. Felch.

. ‘QuALrTY oF CARE Drserves PrecepeNce Over Cost

In your statement, you express the concern that quality of care de-
serves precedence over consideration of cost. It is a statement that I
exl;!ii)rely agree with. I think every member of this committee would
also.

In your review of the Bennett amendment and the committee report
language, did you find any areas where cost cutting was emphasized
at the expense of the quality of caref B

Dr. Frrcn. No, sir, not in that amendment.

Senator TaLmapge. Thank you, sir.

Senator Bennett.

- Senator Bennerr. First, let me say, Dr. Felch, that I obviously
have not had a chance to study your proposed amendments. I tried to
focus on themn as they ran by me. Offhand, I can see no objection to
any of them. I think I agree with youvwitix respect to them. I think
the legislation was intended to cover most of the problems you men-
tioned. And if it is just to rewrite some words to make it more clear,

1 see no problem with that. ™ '
PAmm"Bm Frox Rgnvcnoﬁs 1~ UnnEcEssary Hosprrar Care

I have a couple of questions. Would you not agree that most patients
benefit from reductions in unnecessary prolonged hospital care in terms
-of ayoidance of infarction or embolism, and is this not & kind of qual-
ity consideration that is important in this review processt :

Dr. FeLcw, Yes, sir. : )

* Senator BenNerT. Would you not agree that the prevention of un-
service, sur%icairser;ice, is a quality consideration that also
ide effect?

necessary
has the positive cost si

Dr. FricH. Yes,sir,

Senator BexnerT. That is all I have.

Senator TALMADGE, Senator Hansen.

Senator Haxsen. I have no questions, Mr. Chairman.

Senator TaLmapce. Thank you very much, gentlemen, for your
valuable contributions to our deliberations. |

33013 O - 74pt,1 -7
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.[The prepared statement of Dr. Felch follows:]

PREPARED TESTIMONY OF THE AMERICAN SOCIETY OF INTERNAL MEDICINE, PRESENTED
BY DR, WiLLiAM G. FrLOR, PAsT PRESIDENT, ASIM

BUMMARY ~

The position of the ASIM is to assist in the orderly implementation of PSRO
and seek to modify those portions of the law it finds objectionable.

ASIM has a record of continuing support of the peer review concept including
development of manuals and sample national guidelines.

ASIM has been involved in several experimental approaches to review of
quality of care and has urged its members to become involved in local peer
review organizations and PSROs.

The major concerns of ASIM are that considerations of cost may overshadow
considerations of quality ; that unequal application of the law may affect quality
of care; and that confidentiality of patient information may not be adequately
safeguarded.

ASIM recommends development of legislation to provide “due process guar-
antees,” including security, accuracy, provision for change, knowledge of purpose
and informed consent.

Other specific concerns are listed, relating to artificial deadline requirements,
inclusion of substandard practitioners, centralization of data collection and
improper use of physicians in the review mechanism, as well as detailed recom-
mendations in Sections 1167, 1687 (¢), 1156 and 1155B(3).

7

STATEMENT

I am Dr. Willlam Campbell Felch, Immediate Past-President of the American
Soclety of Internal Medicine. With me are Dr. Glenn Molyneaux, the newly
elected President of ASIM; Dr. William R. Felts, a Trustee of the Soclety; and
Mr. William R. Ramsey, its Executive Director.

The American Soclety of Internal Medicine is a federation of 51 component
societies of internal medicine. ASIM has a membership of over 12,000 internists,
&tﬁ‘t of whom are fn practice, delivering primary care or subspecialty care, or

From its inception 18 years ago, the American Soclety of Internal Medicine
has been concerned with the overall quality of medical care and the proper
utilization of the medical care delivery system.

CURRENT ASIM POSITION ON PSRO

Three days ago, on May B, 1074, the House of Delegates of the American
Society of Internal Medicine endorsed & report of ASIM's Board of Trustee's
which reads as follows:

“The American Soclety of Internal Medicine adheres to its policy that the high
quality of medical care deserves precedence over considerations of cost. Pro
fessional review by others of similar training and practice interest (Peer Re-
view) is the most effective and most efficient way to evaluate judgments, decl-
slons and actions related to patient care.

“PSRO (Sec. 249F, PL, 92-608) appears to represent a law designed to imple-
ment an experiment in cost control and quality assurance on a nationwide basis,
and perhaps was based upon inadequate pre-enactment trials, data and cost and
outcome projections. Since it is law, the American Soclety of Internal Medicine

. will assist in its orderly implementation and will seek to modify those portions

of the law it finds objectionable.”

In addition, the House passed resolutions conceming PSRO as follows:

“Resolved, That the American Soclety of Internal Medicine continue to pro-
mote and seek to improve existing professional review procedures dedicated to
assuring quality medical care for our patients, and be it further,

‘‘Resolved, That the American Soclety of Internal Medicine continue its cam-
paign to assure public and ASIM membership awareness of all facets of PSRO
legislation, and be it further R

“Resolded, That the American Society of Internal Medicine, through its Board
of Trustees and in cooperation with other organizations, seek to amend Publie
Law 92-6808 and, in particular, Section 249F regarding PSRO, and be it further

I
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“Resolved, That ASIM seek to specifically amend Public Law 92-603, Section
249F to provide an extension of time if it should be necessary to fully develop
a functioning PSRO in all localities of 50 states, Puerto Rico and Dlstrict of

Columbia.”
PRE-PSRO ACTIVITIES

The American Society of Internal Medicine first formally declared its interest
in the review of medical care in 1966 when its House of Delegates urged its
membership to serve on utilization committees of their local medical socleties
g?gl l(l;itl)lspitals:. Then, in rapid succession, the American Soclety of Internal

e:

By _resolution instructed the ASIM to exert its leadership in the study and
develop & methodology to evaluate the quality of medical care,

Endorsed in 1969 the formation of state and local peer review committees and
encouraged its members to participate in the action of these committees,

Supported in September of 1070 the intent of PSRO legislation and its overall
thrust in the field of peer review.

Bmphasized the importance of nationwide implementation of peer review as a
means of assuring the quality of medical care for all people.

Bxpressed to the Board of AMA its bellef in the need for nationwide implemen
tation of peer review. )

Recommended to the Board of AMA the concept of a national leadership work-
shop conference to instruct and demonstrate the mechanisms of peer review to
the physicians of the country.

Appropriated $50,000 to this end.

Jointly sponsored a national peer review conference in May of 1971.

Developed and published a manual entitled “Peer Review: Background Infor-

~mation on What to Do and How to Do It,” describing peer review, its concepts,

structure, implementation and goals, and distributed this publication to its com-
ponent socteties for their use in the development-and implementation of local
peer review committees and organizations.

Reaffirmed in April 1972 its support of peer review as a mechanism. which
could maintain the quality of medical care while holding the costs of such care
within reasonable bounds.

Endorsed the principle that disciplinary action against a physician could best
be handled by his own medical soclety through its peer mechanism.

Stated that disputes between a physiclan and third parttes could best be re-
viewed by the medical society’s peer review committee.

Supported the development of sample national guidelines for medical care and
indicated that such guidelines should :

1. Have a content which:

4. recognizes the separate concerns for cost and quality

b. recognizes that medical care often deals with patient problems rather
than specific diagnoses ;-

% r:cognlm the frequent occurrence of multiple problems in a single
patient;

d. recognizes the uniqueness ¢f individual patients;

e. recognizes the fact of reglonal variation in medical care patterns, i.e,
difference in avallability of facilities and services;

2. Have a structure which:

a. 13 developed by organized medicine;

b. has major input from national and regional speclalty socleties ;

c. is acceptable to the practicing physiclan at a regional level; -

3. Beappliedsoasto:

a. be useful for assessment of professional performance ;

b. recognize deficiencies in medical care in order ta identify appropriate
areas for continuing education;

¢. assure continuing evaluation and amendment of the “norms” by the
medical profession.

EXPERIMENTATION IN QUALITY ABSESSMENT

The American Soclety of Internal Medicine has also been involved in several
experimental apprcaches to reviewing the quality of care:

In 1970, the American Soclety of Internal Medicine was awarded a contract
by the Department of Health, Education and Welfare to develop a methodology
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to assess the quality of medical care in the ambulatory setting. This study has
beefi completed and now is a matter of public record.

The ASIM has also been an active participant with the American Academy
of Pedlatrics, the American Academy of Family Physicians and the American
Medical Association in the development of a methodology to assess the quality
ot medical care during childhood and youth.

The American Society of Internal Medicine is currently tnvolved with four
other medical organizations in a major collaborative effort called Private Initia-
tive in PSRO. This program, which will provide a neutral and objective evalua-
tive effort operated in the private sector, is supported by & two-year grant from
the W.K. Kellogg Foundation for $1,018,878. The goal of this study is to develop,
test and evaluate all the elements and components of PSRO systems.

POBT-PSRO ACTIVITIES OF THE AMERIOAN SOCIETY OF INTERNAL MEDIOINE

M eSﬂi&ce the enactment of Public Law 92-803, the American Soclety of Internal
] ne:

Has encouraged its members to seek representation of internists in local, state
and reglonal groups concerned with assuring quality medical care through the
implementation of Section 249F of that law.

Organized & PSRO Task Force charged with monitoring all PSRO activities.

Resolved that ‘‘The American Society of Internal Medicine should steadfastly
maintain that the quality of medical care of patients must supersede all consid-
erations of cost; that the Peer Review Committee of ASIM provide guldelines for
PSRO activity in internal medicine, and that component societies be urged to
actively seek appointment to local PSRO’s and attempt to have ASIM guidelines
accepted as the standards for internal medicine.”

Established in November 1978 the Policy ‘‘that ASIM advocates peer review
as proper procedure to achieve quality assurance for medical care. Section 249F
of Public Law 92-603 is built upon the concept of peer review, but this law has not
yet been proven to be a adequate administrative or legal device to assure the
proper development and utilization of the peer review process. The ASIM em-
phasizes that partial or comgplete failures of individual PSRO's should not be
auntomatically interpreted as a failure of peer review.”

Reaflirmed this policy in February of 1974.

Submitted a set of sample national guidelines for medical care to the Amer-
fcan Medlical Association for use by its PSRO Task Force.

Published early in 1874 a manual entitied “PSRO : A Guide to Its Implementa-
tion Through Peer Review.” Both handbook and guidelines have been made avalil-
able to the profession.

Actively participated in PSRO activities with the Executive branch of gov-
ernment, the National Professional Standards Review Council, the American
Medical Association’s Task Forces and their parent Advisory Committee on PSRO.

Found that members of our federation throughout the country are involved in
start-up efforts for PSR0’s.

GENERAL CONCERNS OF PSRO DEVELOPMENT AND IMPLEMENTATION

The American Socliety of Internal Medicine has a number of broad concerns
about PSRO:

That considerations of cost may overshadow considerations of quality. We be-
lieve administrative responsibility for the implementation of these programs
must remain in the hands of health professionals at both a national and local
level, so that improvement in the guality of medical care becomes the primary
thrust of these programs.

That there could result a maldistribution of quality assessment, and therefore
of quality care, because of the lack of equal application of the provisions of the
law. We believe that those mechanisms of review that have been designed to as-
sure quality and contain the cost of medical care should be applied equally in the
core city as well as the VA hospital, in suburbia as well as the U.8. Public Health
Service and military hospitals.

That there could result a growing invasion of the conﬂdentlality of the medical
record by increased involvement of third parties in the review system. These
concerns are heightened by poorly defined authorization for the release of med-
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ical informatinn and by the increased capabllity of machines for communicating
interrelated identifiable patient information without the knowledge of the patient.
The ASIM recommends development of appropriate legislation to provide “due
process guarantees’ including security, accuracy, provision for change, knowledge
of purpose and Informed permission for use.

That a requirement to implement fully provisions of Section 240F in their
final form on January 1, 1976, may lead to confusion, ineficlency, excessive cost
and even possibly to the faflure of individual PSRO’s. We believe that Section
249F be implemented gradually, taking into consideration that various experi-
mental models now in development and operation and the wide variation in
professional expertise existing in various geographic areas of the country. We
believe that intelligent and effective implementation should take priority over
attempts to meet an artificial deadline that may lead to failure to fulfill the
purpose of the law.

That a lowering of the total quality of health care may occur by including
chiropractors and other substandard practitioners of the healing arts in fed-
erally financed programs. The inclusion of such practitioners in review efforts
could distort the overall statistics by which medical practitioners of medicine
and osteopathy are judged, producing an unwarranted bias in the analysis of
the overall quality and cost of medical care. We believe that, if these practition-
ers must be included in federally financed health care programs, statistics of
the quality of their practice and their utilization of the medical care de-
livery system «hould be separately identified items.

That centralization of data collection under the hureaucracy poses several
potential problems, especially unwarranted iptrusion on the privacy of the
fndividual. We belleve that data collection, source of data capture, points of
data conversion and edit, data merging, location of data storage, information
development and distribution must be the responsibility of each individual PSRO
and that such data are the sole property of each PSRO. We also believe that
only such data as are necessary to fulfill the purpose of the law should be made
available by the local PSRO to other organizations or levels of government
and this data should not have the potential for individual patient identification.

That improper utilization of physicians in the review mechanism could have
an adverse influence on an already overburdened medical care delivery system.
It has been estimated that it could take one physiclan to review every 250
physicilans in this country, which extrapolated, would require 1,200 full-time
physicians involved in the review process. We believe that adequate staffing and
electronic data processing should be made available to the physiclans involved
in the review process in order to increase the efficlency of their operation.

That the substantial total administrative and review costs of PSRO pro-
grams may be included in accounting of the direct costs of medical care. We
believe that administrative and review costs must be kept as separate and
identifiable budget items.

That the implementing regulations dealing with variations from PSRO norms
could over-emphasize punitive aspects. We believe that physician evaluative
mechanisms should lead, whenever possible, to a process of continuing medical
education so that the overall quality of medical care can be improved.

BPECIFIC CONCERNS WITH LANGQUAGE OF PSRO LEGISBLATION

In addition ot the broad concerns, ASIM has specific and detailed concerns:

That Section 1167 fails to give immunity to PSRO records in legal actions.
We recommend that the written records of a Professional Standards Review
Organization should be made not subject to subpoena or discovery proceedings
in any civil action.

That Section 1167¢, pertaining to “due care,” may have the unwarranted
effect of influencing certain practitoners to adhere over-zealously to norms of
care developed by PSRO’s rather than exercising proper clinical judgment. This
may lead to over-utilization of the medical care system and can not be inter-
preted as being “due care.” We recommend that this Section of the law be fur-
ther defined so as to separate those provisions that are specifically protective
of providers from those provisions that may tend to encourage certain providers
of medical care to practice “cook book medicine.”

That Section 1156, having to do with norms, criteria and standards, may
interfere with the quality of medical care and the utilization of the health
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care system by implying that only those criterla or standards established by
the PRRO are proper procedures in the practice of medicine. We recommend
that this Section be amended to contain the following statement:

‘“The omission of any portion of a criterion or standard cannot be interpreted
as a breach of good medical practice and the additlon of a service not included
in a specific criterion or standard does not indicate that that service was
inappropriate or unnecessary in the care of a specific patient.” —_—

That Section 1166B(8) makes the medical records of all patients cared for
by a practitioner or provider of medical services available to examination by
the PSRO without concern for the source of financing of that medical care. We
recognize that a local PSRO has an obligation to examine the medical informa-
tion as it pertains to the utilization of the medical care delivery system and
the quality of medical care rendered to a patient whose medical care has been
financed by a federal program. We recommend that this Section of the Law
be ameénded so that the medical records of patients not involved in federally
financed medical care programs will be secure from examination by PSRO's.

OCONOLUSIONS

(1) n{&SIM has established record of continuing support of the peer review
conce

(2) ASIM has thus far viewed the PSRO legislation as an opportunity to
implement that concept—if it is properly implemented.

(3) ASIM has concern that governmental involvement in peer review can
lead to the development of bureaucratic mechanisms which could interfere with
the proper conduct of peer review by the profession.

(4) ASIM has a special concern that PSRO is viewed in some quarters as a
cost contalnment mechanism. When PSRO activity is reviewed in the future,
it may well be found that dollar savings are not impressive,

(6) ASIM belleves that the ultimate evaluation of the success or failure of
PSRO should depend on how well it has served the purpose of upgrading the
quality of care for this country’s citizens.

Senator TaLymapce. The next witness is _Dr. John C. ’I:aylor,
resident of the American Osteopathic Association, accompanied by
r. Frank McDevitt, chairman of the Committee on PSRO’s,
Doctor, you may proceed, sir. Your entire statement will be inserted

in the record, and you may summarize it.

STATEMENT OF DR. JOHN C. TAYLOR, PRESIDENT, AMERICAN
OSTEOPATHIC ASSOCIATION; ACCOMPANIED BY DR. FRANK
McDEVITT, CHAIRMAN OF THE COMMITTEE ON PSRO’S

HDr. Tayror. Thank you, Senator, Senator Bennett, and Senator
ansen.

Mr. Chairman and distinguished members of the committee, I am
John C. Taylor, D.O., a practicing osteopathic physician from Kansas
City, Mo., and I am privileged to serve as president of the American
Osteopathic Association. With me is Frank McDevitt, D.O., a
practicing osteopathic physician from Livonia, Mich., and who is the
chairman of the American Osteopathic Association’s Committee on
Peer Review.

At the outset, I would like to express our gratitude for the com-
mittee’s invitation to share the views of the osteopathic profession
ondwhat is perhaps the most important medical legislation adopted
to date.

The osteopathic profession delivers high quality, efficient, and
uninterrupted medical treatment to thousands of patients each year
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through the efforts of 15,000 D.O.'s and 250 osteopathic hospitals
providing 25,000 patient beds. The eight existing schools of osteo-
pathic medicine will produce approximately 5,000 new physicians in
the next § years. .
The committee is certainly aware that there have been rumblings
within the medical community regarding uncooperative intentions and

etitions for repeal of the provision. Wﬁile we cannot speak for every
individual osteopathic physician, or every State and local osteopathic
society, we can say that “the position of the American Osteopathic
Association is now, as it has been since the inception of this legislation,
one of support and cooperation.”

We feel that the objectives of the law are commendable and we
applaud the efforts of Congress directed at affording the organiza-
tions of the health professions the opportunity to review the profes-
sional activities of their peers. We are confident that physicians can
successfully monitor their own performance is based upon our experi-
ence with peer review in the osteopathic profession; and our con-
fidence that this legislation will be fully and effectively implemented
is based on our belief that the greater number of physicians in this
country have considered peer review to be a professional responsibility
long before it became a legal obligation.

In the osteopathic profession we have had formal peer review
mechanisms for 25 years, through our State and local associations, and
since 1970, through resolution of our house of delegates, the American
Osteopathic Association has endorsed the widegt possible use of peer
review mechanisms. o

Accordingly, not only do we support the principle of peer review, as
provided for in Public Law 92-603, we insist upen our full participa-
tion thereunder.

We are prepared and have attempted to take a position of leader-
ship in the implementation of this law and our comments today are
made in that context.

While most of the recent discontent surrounding PSRO has been
precipitated by misunderstandings of the law (some of which has
stemmed from willful misrepresentations by misguided individuals
bent on impeding implementation of the law rather than seeing to its
fair application), there are some areas of the law at the implementation
stage which give rise to legitimate concern.

We would like to highlight briefly a few areas which have come to
our attention and which we believe may measurably enhance the
smooth implementation of professionals standards review.

We have received several complaints from State and local osteo-
pathic associations that a given area designation does not correspond
to logical or existing medical service regions. Some of these problem
designations were commented on prior to the adoption of the final area
designations. It can only be assumed that either physician input was
disregarded in those instances where no modification was made, or
that there were some overriding considerations for maintaining ap-
parently less than optimal review areas. If the former premise pre-
vails, it is most unfortunate; if the nonresponsiveness was predicated
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on the latter then perhaps an explanation was in order, but not forth-
coming.

To egxpand further on the point we have just raised, it is our feeling
that many of the problems in the early implementation of the pro-

ram have resulted from a failure on the part of the Department of

ealth, Education, and Welfare to promptly disseminate clear in-
formation to the practicing physician regarding his rights and re-
sponsibility under the law. In short, there has been a public relations
breakdown, which has been aggravated by the antagonists we have
referred to above.

The American Osteopathic Association has attempted within our
means to fill the void of reliable information to our membershif).
However, as the committee is aware, our association represents only
a fraction of the physicians subject to the law. .

Looking prospectively, we would ask the committee to take any
steps necessary to insure that there is no dichotomy in the administra-
tion of PSRO which will tend to establish two independent and not
necessarily consistent criteria for the program’s effectiveness, namely,

uality assurance and cost control. The promise of the legislation was
that there would be peer review and not fiscal review. Accordingly, we
are unalterably opposed to the vesting of any administrative powers
outside of PSRO. ‘

In concluding, we would urge that careful scrutiny be given to any
regulations adopted in order to safeguard the interests of both the
recipient of health care services and the provider. Further, we would
like to underscore the osteopathic profession’s concern that maximum
assurance of absolute confidentiality of patient records be preserved at
all costs and parenthetically, according to Senator Bennett’s state-
ment today we feel much better in that respect.

Mr. Chairman, this concludes our formal remarks. Again, we would
like to thank the committee for the opportunity to testify before you
this morning. We will be pleased to answer any questions which the
committee may have.

Senator TaLmapok. Thank you, Doctor.

DisTiNncTIVE AspecTs oF O8TEOPATHIC PRACTICES

Are you satisfied that the distinctive aspects of osteopathic practices
are adequately recognized at this point in PSRO ¢

Dr. Tayror. May I refer that question to Dr. McDevitt, who is our
representative on the PSRO ¢

Dr. McDevrrr. Thank you, Dr. Taylor.

To this point we have been very well satisfied. The Department of
HEW has been very receptive to our questioning, and have responded
well. And Senator Bennett made himself personally available for
questioning. And we were very appreciative of this. And to this point
we feel that we are very pleased with the response that our distine-
tiveness lead us to.

Senator TaLMADGE. Senator Bennett.

Senator BENNETT. My question dovetails with yours. Do you think
that osteopathic physicians will have any unique difficulties under the

resent structural arrangement that has been set up to put PSRO’s
Into operation ¢
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Dr. McDevrrr. We do have many concerns in this area. Very briefly,
as you know, there are only 15,000 osteopathic physicians in the coun-
try. Some States with large osteopathic populations have minimal or a
paucity of DO’s or where there may be only 7 to 10. It is our position,
of course, that only one osteopathic physician is a significant number.
And we are concerned of the possibility that these physicians, maybe
10 to 12 in one State, may not even have any type of recognition into
this PSRQ structural arrangement.

= So we do have these concerns. And at the present time, we are
expressing these concerns to proper people in the HEW. And in the
time that we have been involved it hasgxelped. B

Senator BENNETT. I hope in every State you have at least two so that
you have one man to review the other.

Dr. McDevrrr. Senator Bennett, I might also suggest that in some
of these States there could be four or five States combined together
to do that very thing.

Senator BENNETT. That is a possibility.

I have no further questions.

Senator TaLMaDGE. Senator Hansen.

Senator HANSEN. No questions.

Senator TaLMapee. Thank you very much, gentlemen. We appreci-
ate your contribution. |

(The prepared statement, with attachment, of the American Osteo-
pathic Association, follows:)

TESTIMONY BY THE AMERICAN OSTEOPATHIC ASBOCIATION PRESENTED BY JOoHN C.
TAYLoR, D.O., PRESIDENT, AND EpWARD P. CRowELL, D.0., EXECUTIVE DIRECTOR

Mr. Chairman and Distinguished Members of the Committee: I am John C.
Taylor, D.O., a practicing osteopathic physician from Kansas City, Missouri, and
I am privileged to serve as the President of the American Osteopathic Associa-
tion. With me is Edward Crowell, D.O., an osteopathic physician and Executive
Director of the American Osteopathic Association.

At the outset, I would like to express our gratitude for the Committee's invita-
tion to share the views of the osteopathic profession on what, perhaps, is the
singularly most important health issue of our time.

The osteopathic profession delivers high quality, eficient and uninterrupted
medical treatment to thousands of patients each year through the efforts of
15,000 D.0.’s and 250 osteopathlc hospitals providing 25,000 patient beds. The
elght existing schools of osteopathic medicine will produce approximately 5,000
new physicians in the next five years.

In February of this year, the Board of Trustees of the American Osteopathic
Association reafirmed the profession’s support for the concept of a National
Health Insurance program. This resolution, which you wiil find attached to the

e end of this statement, is substantially the same as the one adopted by the AOA
e House of Delegates in July 1970, and again in July 1971. i

Our remarks today will be directed toward specific provisions of 8. 2513 (Long-
Ribicof?), 8. 2970 (Administration), S. 3288 (Kennedy-Mills), and 8. 444 (Medi-
credit) as they relate to the basic principles our association has supported in its
resolution.

This assoclation is committed to the position that health care is a basic right
and that the benefits of modern medical science and of technology should be
available to all citizens. We are aware that health care services are lacking in
rural and inner city areas. We agree that a major effort must be made to reach
out to those who have been denied health care for economic, social or geographic
reasons. We would hope this would not result in and perpetuate a separate system
for the poor and underprivileged.

If an optimal, or near optimal, state of health is to be reached, the national
health care program must be comprehensive and include preventive, health main-
tenance, diagnostic and treatment, restorative and protective services. Additional

\
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public and private financing of health care services alone will not guarantee that
these will be available, acceptable and accessible to all people. We are opposed,
therefore, to some proposals for National Health Insurance heretofore introduced
which have addressed themselves merely to providing more public funding to
meet the cost of care. This kind of health insurance plan would in no way guar-
antee the quality of care rendered, which is a matter of monumental importance
to the osteopathic profession.

It appears that one of the major decislons Congress will have to make in draft-
ing a National Health Insurance law is the manner in which the program will
be administered. Whether the plan should be built within existing Federal
agencies or under the auspices of a totally new and distinct Federal entity, and
whether private insurance carriers will play an active role in the coverage
offered merits careful scrutiny.

We believe that the interest of both patient and provider will be best served by
refining and bullding upon the administrative structure which has developed
under Medicare and Medicaid. We hope that the transition to Federally under-
written health care will not be disruptive to the delivery of health services or
unduly complex and expensive to administer. For that reason, and because the
private insurance industry has demonstrated its capablility to effectively inter-
mediate, our association would support the continued reliance on the private
health insurance industry to act as the carrier for national health insurance
coverage rather than building a Federal insurance bureaucracy.

While we do not have strong feelings regarding the detailed financing of a
National Health Insurance plan, we support the approach of deductibles and co-
insurance. Nevertheless, we are concerned that these payment provisions, as
embodied in S. 2070 and S. 3286, could represent more money for health care than
the majority of American families can afford, We fear that the deductible and
co-insurance provisions may discourage the consumption of preventive and health
maintenance services.

Our profession recognizes the convenience of the health card approach, how-
ever, we would hope that any identification system developed will not be dis-
criminatory to the indigent.

A provision in the Administration’s proposal, S. 2970, which would mandate
the reimbursement rate for prescription drugs to be at the same level as that of
the lowest comparable drug is of concern to us. It is our belief that only the
practicing physician who has the knowledge of what he can expect from a given
therapeutic agent, as used in the treatment of a given iliness and with respect
to various types or classes of patients should determine the drug administered.
His clinical experience permits him to select the drug which will be most ef-
ficacious and best tolerated by a given patient. We understand that this pro-
vision would theoretically not preclude the physician from prescribing any drug
he believed to be most appropriate, but rather “only” deny reimbursement if it
was not the lowest cost drug alleged to be comparable. We believe that the
practical effect of non-reimbursement will be to discourage the prescribing of
the most efficacious drug which we insist is the patient’s right. ;

Of paramount interest to the osteopathic physician with the advent of a uni-
versal health care plan is that the following principlés must be retained: cholce
as to location and type of practice, input into the establishment of their fees and
the method of payment for services rendered and the right to set the standards
of their peers (including continuing medical education. certification, re-certifi-
cation and PSRO).

While we are certain that all of the drafters of the legislation before this Com-
mittee share our concern for the protection of these basic rights, we would note
that the language of S. 3286, comes closest to an articulation of our views in this
regard. We further note that Senator Kennedy's bill makes specific and forceful
assurance of the right of free cholce of physician, which we applaud. We firmly
believe that a national health care program should avold dehumanization of
health care delivery, the destruction of existing physician-patient relationships
or the opportunity for the patient to discriminate among prospective providers.

Our profession shares the Committee's grave concern over the devastating ef-
fects of catastrophic illnesses or accidents, which often leave the stricken tamily
in financial ruin. Therefore, we urge that the plan adopted by the Congress con-
tain a provision which will protect the American family against the prohibitive

costs of & medical disaster.
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We believe that the provisions of the Long-Ribicoff bill, 8. 2518, would most
appropriately respond to this important aspect of health insurance coverage,
whether enacted as a free-standing measure or as part of a broader NHI law.

We would note here that the Administration’s bill has placed heavy emphasis
on HMO's as an elective alternative for those covered. While we support the
concept of HMO as a possibly desirable delivery method, we would enjoin cau-
tion in_placing heavy reliance on them until they have proven their effectiveness
through utilization in a broader sense than in the past.

With respect to the scope of benefits provided by a program of National Health
Insurance, we would like to underscore our enthusiastic support for the provi-
slons in 8. 3286, S. 2070 and S. 444.relating to coverage for preventive medical
services. As we have alluded to above, the osteopathic profession is convinced
that the answer to the elevation of the Nation’s health can only be effected
through a comprehensive, systemic program of preventive medicine.

In concluding, we would be remiss in failing to observe that it seems tmplicit
in the broader extension of health insurance that there will be a corresponding
rise in the demand for health services. Accordingly, we would respectfully sug-
gest that a part of the consideration of a national health insurance plan should
be the consideration of augmented Federal support to medical education, to in-
sure that adequate numbers of competent medical practitioners will be available.

- Mr. Chairman, this concludes our formal remarks. Again, we would like to
thank the Committee for this opportunity to testify before you this morning. We
will be pleased to answer any questions which the Committee may have.

Resolved, That Memo H-July/71-83, as amended by the AOA Board of Trustees
in February 1974, (Natlonal Health Insurance Statement) be adopted:

Whereas, the American Osteopathic Association House of Delegates in 1970
supported the concept of a Program of National Health Insurance, and

Whereas, there are several bills proposing various National Health Insurance
Plans presently being considered by the United States Congress; therefore, be it

Resolved, That the American Osteopathic Association communicate with ap-
propriate governmental bodies to insure representation in the planning stages
of any Program of National Health Insurance, and be it further

Resolved, That although our Association favors a program of National Health
Insurance, we refrain from endorsing specifically any of the myriad health in-
surance proposals now before Congress and from presuming to propose a pro-
gram of our own. The expertise of this profession lies in the delivery of quality
health care, not in the fleld of legislative drafting and advocacy. Howerver, it is
our considered opinion that in planning any Program of National Health In-
surance, the following recommendations shall be incorporated :

1. To the end that the American people may enjoy the highest caliber of health
care, any Program of National Health Insurance shall vest in the various health
professions responsibility for establishment and enforcement of standards for
continuing education of health personnel, certification of medical personnel to
specialty bodles, and professional standards review ; since only the health pro-
fessions are best equipped to make enlightened decisions in those areas.

2. Recognizing that the pursuit of adequate health care is & human right, not
merely a privilege, we believe that any Program of National Health Insurance
shall assure access to comprehensive and continuous health care services of high
quality for all citizens.

3. The principles of universal coverage of all necessary health services and
free choice of physician and institution shall be central ta any plan for National
Health Insurance coverage.

4. All committees involved in planning and delivery of a Program of National
Health Insurance shall have equal representation from consumers institutional
providers and physicians (D.O., M.D,, and related health professionals) in active
practice.

5. The institutton of any Program of National Health Insurance shall be ac-
complished, insofar ag Is practical, through building upon the strengths of the
existing delivery system rather than inauguration of a new system which would
be untested and wholly foreign to patient, physician and institutional provider.

Any Program of National Health Insurance shall include a reaffirmation of
the free-enterprise system whereby a physician is free to choose his own location

and type of practice,
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6. Method of payment for services rendered shall be the decision of the indi-
vidual provider of service. Payment for services shall be for reasonable hospital
charges and for usual, customary and reasonable physician’s fees. Per capita
assumed risks, as in the Health Maintenance Organization (HMO) concept,
could be preserved if proven effective.

7. An effective system of true peer review at the local level, to insure the
highest quality of health care at reasonable cost, shall be incorporated Into the
program, :

8. Any Program of National Health Insurance shall include an efficient and
effective system of primary health care.

9. Any Program of National Health Insurance shall place major emphasis on
a comprehensive program of preventive medicine, including coverage of all diag-
nostic, therapeutic and preventive medical services.

10. Any Program of National Health Insurance shall include a plan to offset
the costs of major or catastrophic illness.

11. Any Program of National Health Insurance shall include an efficient and
effective system of emergency medical services.

12. Any Program of National Health Insurance shall encourage the fullest
participation of all of our country’s physicians. High priority must be given to
a paralleled program to assure the availability of health care manpower, and
ease of entry into the health care system.

Senator TaLmapGE. The next witness is Dr. Joseph F. Ifo':v“l'é,wspeaker

of the California Medical Association house of delegates, accompanied
by Dr. Stanley A. Moore, president.

STATEMENT OF DR. JOSEPH F. BOYLE, SPEAKER OF THE HOUSE OF
DELEGATES, CALIFORNIA MEDICAL ASSOCIATION, ACCOMPANIED
BY DR. STANLEY A. MOORE, PRESIDERT, AND PAUL BROWN

Dr. Boyre. Senator Talmadge, Senator Bennett, and Senator Han-
sen, I am Dr. Joseph Boyle, speaker of the house of delegates of the
8a¥£omia association. I practice internal medicine in Los Angeles.

alif.

With me is Dr. Stanley A. Moore, a radiologist from San Diego, who
is president, of our association. And Mr. Paul Brown of our staff.

In March of 1974, the California Medical Association house of dele-
gates adopted three resolutions which in part state that there is a
renewed dedication to voluntary peer review in California directed
toward maximum assurance of quality medical care for all of our
patients.

Second, that we expected concerted opposition to PSRO through
every legislative and legal means available to us.

Anad three, that our association actively seek repeal of the PSRO
law. It is important that you understand that these resolutions were
not adopted in hasty emotional debate but rather they were the prod-
uct of almost 114 year of discussion all over our State involving many
thousands of conscientious, sincere private practitioners in all fields
of medical specialties and almost the entire spectrum of medical prac-
tice from rural communities to urban medical centers and the staffs of
university teaching institutions. These resolutions accurately reflect
the sentiments of the overwhelming majority of our 25,000 members.
A more detailed exposition of our reasons for this is before you in our
written testimony. In the time available to us, I will briefly state some
of those reasons.

First, we believe that it is unecessary to implement this law to
accomplish its purposes. And its implementation will destroy the effect
of the existing programs.
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Second, it will subject medical practice to a stultifying recommenda-
tion in time and restriction that will seriously threaten the quality of
all medical care, beginning with medicare, medicaid, and federal
financed child health care, but ultimately involving all patients regard-

--less of how their care is financed.

And third, we do believe that it will seriously jeopardize the con-
fidentiality of private medical records.

Insofar as the need for PSRO is concerned, as Senator Bennett
has taught or has so aptly pointed out, all the means for utilization
review already exist in other statutes. Beyond this, as many members
of this comittee know. in California, as well as in other States in this
country, a very effective and steadily improving system of voluntary
peer review currently addresses itself on a daily basis. Literally thous-
ands of private practitioners at the local hospital or medical societies
level regularly scrutinize all phases of medical practice both for
%\mlity assurance and appropriateness of utilization. Statewide in

alifornia, these functions are regularly monitored by our associa-
tion’s hospital survey program. And they are now being evaluated and
integrated in a coordinated program of statewide peer review.

Our hospital medical stal{') survey program given in 1961 is now
nationally recognized as being replicated by other States and is now
in its second year the combined survey of JCAH, and its approval is
now recognized by the California State law as meeting quality of
(éare requirements for licensures of all health care facilities in our

tate.

Since 1971, the California Medical Association Peer Review Com-
mission has further refined with the integration of all local review
functions, and does provide a scientific evaluation of both medical
value to patients, differing modes of care, and appropriate levels of
utilization.

Parenthetically, it should be noted that this is all voluntary ; second,
financed out of our own resources; and third, is available to individual -
patients, physicians, hospitals, and health care institutions and gov-
ernmental agencies.

And fourth. is applied without distinction to member and nonmem-
ber physicians alike without bias as to whether or not they pay dues
or participate in association affairs.

By contrast. PSRO mandates the destruction of this voluntary re-
view process. There will be established in our State 28 new entities,
over 200 nationally, with little or no relationship to existing medical
associations, and with such sweeping authority as to destroy existing
voluntary review programs. _

I might point out in this that the authority as we see it vested in the
PSRO legislation, does allow the Secretary to waive all review by
medical society or hospital staffs, or does allow the Secretary to waive
review by the CMA-JACH survey programs once PSRO is imposed.

And while it is a fact that section 1115(e) (1) seems to require that
the PSRO accept the work products of existing review mechanisms,
the scope of this requirement is extremely limited. In no way is it
applied to preadmission certification, and in no way relates to the
review and approval of long-term care for chronologic illness or the
management of complex diagnostic and therapeutic management of
a seriously ill patient. Moreover, sufficient broad discretion is granted
the Secretary in regulations that define compliance or noncompliance
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within review process as to make local autonomy of even limited peer
review illusory at best. While we recognize the sincerity of Senator
Bennett in the manner in which he has put this law together, he

" is relying on the integrity and upon the role to be played by many

Secretaries in the future and in fact by a Senate Finance Committee
which Senator Bennett will no longer be a member to monitor.

We note also under section 1155(a) (b) a member of a local hospital
staff would not be ordinarily permitted to conduct the peer review
program of that hospital. There is no question in our mind that the
effect of 249F of Pub\ic Law 92-603 will be the destruction of existing
review programs.

We have serious concerns with respect to the “norms of care.” And
although it has been labeled as untrue that there will be a national
“cookbook” for the management of each diagnostic and therapeutic
problem, it is exactly what section 1156 of PSRO seems to demand.
While it seems that there will be professionally developed norms of
care based upon typical patterns of each region, it proceeds then to
say that in accordance with section 1156(c). the National Profes-
sional Standards Review Council shall provide materials indicating
the regional norms to be utilized, and that the approval of the National
Professional Standards Review Council of norms of care, diagnosis
and treatment, shall be based on its analysis of appropriate and
adequate data.

And section 1155(c) (2) says that each review organization, agency
or person shall utilize the norms developed under this section as prin-
cipal points of evaluation and review for any health care services
which have been or are proposed to be provided. Even the loose
application of these stringent requirements will without any question
instantly subject the use of these norms for the application of indi-
vidual physician judgment, either because of the absolute prohibition
of deviation from these norms, or because of the onerous task of
explaining variations for at least 50 percent of all of our patients for
whom care is provided or proposed to be provided. What is euphemis-
tically referred to as local review with regional norms in fact becomes
adherence to norms that have been nationally developed. When
we consider the complex variation of diagnostic and therapeutic sit-
uations that exist in a heterogenous population all over this country
in the management of a simple common cold, consider the com-
plexity of establishing standards for the management of such a diag-
nosis in the spectrum of potential patients afflicted: a healthy adult

" man or woman, working alone or working in a crowded office or in

a classroom or nursery or caring for young children at home; a six-
months-old infant otherwise healthy or afflicted with cystic fibrosis,
allergic bronchitis or other physical or mental impairment; an adult
or child with an assortment of associated chronic illnesses that run the
gamut from bronchial asthma to concomitant renal dialysis or mark-

- edly impaired immuno-suppressive mechanisms associated with drugs

used in renal transplant or in the treatment of extensive cancer, leu-
kemia or a host o? other disorders. Consider the expansion of this
normative process to the thousands of diagnostic variations and com-
binations of diseases listed in compedia of diagnostic nomenclature,
and you will recognize readily that the medical profession’s concern
about “cookbook medicine” is more than mere fantasy.
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We believe that such norms would have to be so sweepingly broad
as to have absolutely no effect, or be so sufficiently narrow as to be
indeed restrictive and stultifying.

We believe that over a period of time medical care in this country
does change, as it is evaluated in different parts of the country, and as
one mode of therapy or diagnosis becomes superior, it is adopted.
Modes of medical practice vary substantially all over the United
States, and for goodp reason. Treatment and diagnostic procedures are
constantly in a state of change and evaluation. As one mode of ther-
apy acquires clear superiority it becomes ado?ted by practitioners
generally. Practice within the constaints of “norms of care” will
cause this evolutionary change and continual evaluation to cease. It
will mandate mediocrity aimed at meeting the averages contained in
every list that is developed. Innovations in provision of care will only
be attempted by the most persistent of physicians willing to endure
countless hours of time and frustration explaining to a National
Professional Standards Review Council judgments that traditionally
have been subject to scientific evaluation by local peer review unen-
cumbered by norms that must be met regardless of the physician’s
individual competence, training, background, or experience.

We have had substantial experience with prior authorization. And
we can tell you with some authority that prior authorization, one,
does not contain costs; two, is denied needed care; and three, pro-
motes continuing frustration and irritation in everyday patient man-
agement ; and four, imposes unnecessary work on the physician and his
office staff; and five, encourages the delay of needed care beyond
the point where this can be most effectively, safely, and inexpensively
provided.

Our concerns with respect to confidentiality we also believe are
real. We believe that as the law requires, that there be developed
individual personal patients’ profiles, and that these be subject to
computerization and computer analysis. And as the examination of
the data contained in these patients’ profiles and the invasion of
physicians’ offices to examine records continues, there will be a spread-
ing, a sharing of this information regarding a specific individual
patient. And yet, Senator Bennett, I have had patients of mine,
particularly welfare patients, complain that their confidentiality has
been invaded.

It also gives the local PSRO a rather considerable authority, but
allows the Secretary to determine the degree to which this con-
fidentiality of records must be met in order to satisfy the needs of
the program.

In summary, the California Medical Association has carefully
analyzed 249F of 92-603 to determine whether it can be implemented
without interfering with the ability of California physicians to
provide the best possible care to their patients. We have concluded that
it cannot. We have concluded that this law can best be implemented
by repealing it. :

Senator TaLmapce. I hate to interrupt you at this point, but your
entire statement will be inserted in the record, and a synopsis of it
will be made available to every member of the committee.

Senator Hansen, any questions?
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MaJsoriTy oF CaLirorNia Docrors Seen Orprosine PSRO

Senator HanseN. I understood you to say as you began your testi-
mony, Dr. Boyle, that perhaps the majority of the physicians in the
State of California opposed PSRO. Did I hear you correctly ¢

Dr. Boyre. That is lutely correct, Senator.

Senator HanseN. I have no further questions.

Senator TaLMapcE. Senator Curtis?

Prer ReviEw IN CALIFORNIA

Senator Curtis. Doctor, would you distinguish, if you can, what
Iz(éli{ aos?a physician would consider peer review in what we have here,

Dr. Boyre. Yes, sir. In my written testimony submitted to the
committee, we do have an extensive description of peer review as it
is conducted in California. Basically, what is conducted is this. At
each hospital level there are review committees that regularly examine
the credentials of the physicians that staff it, and regularly evaluate
the quality of care being provided in that hospital, and regularly
review the outcome of care in that hospital. And in California we
are now developing a formalized system of a quality audit to allow
this to be put in a somewhat more formal fashion and allow each
individual hospital staff to develop criteria against which they will
measure the performance of their members.

Senator CurTis. This is prior and apart—-

Dr. BoyLe. This is a continuing review process.

Senator CurTis. Prior and apart from the PSRO law?

Dr. BoyrL.e. We have no PSRO law in California. With respect to
utilization review. in the majority of hospitals where I practice,
in the area where I practice, and in the majority of hospitals in the
State of California now, I believe, what happens is that there is
a permanent utilization review committee. The permanent utilization
review committee then is augmented each month by temporary review
committee members. These review committee members three times a
week look at the records of patients at each nursing station or each sta-
tion in the hospital to determine whether or not that patient is receiv-
ing appropriate care, whether or not he or she should receive that care
outside of the hospital, and they make these recommendations to
the individual physician. Should the physician believe that his
patients’ care is not being appropriately evaluated, he has an oppor-
tunity to either speak to the chairman of the committee or to the
committee itself.

Should the committee believe that this physician regularly thwarts
its intention or regularly does not follow its directions, they will
review his records on a daily basis and will advise him, or her if it
happens to be a woman physician, that this patient either should or
should not be in the hospital, and this patient should or should not
be receiving the mode of care he is receiving. This is on a continuing
local basis.

In California, we have medical review commissions that perform
this function. We have a State medical survey program which regu-
larly monitors the performances of these hospitals. And now we have,
as I indicated, a statewide review commission which is regularky.
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submitting excess of scientific facts to our scientific board so that we
can obtain an idea as to whether a mode of therapy is appropriate or
not, whether it has scientific medical value or not, and what is the
appropriate level of utilization of that service. This is all on a volun-
tary basis using criteria that local people have voluntarily adopted
because these believe it is for the best interests of their patients. It is
not something that they feel they must conform to that has been
placed upon them. It can be changed by the pressure of the local
phé'sician.

enator Curtis. Now, contrasted to that, how do you characterize
or describe what PSRO proposes{

Fauvrrs Skex In PSRO

Dr. Borie. PSRO will have to create a totally new organization
which in the case of hospital care will have to require that the patient’s
care be reviewed on the basis of some set of norms. This set of norms
must conform to whatever criteria are developed by the National Pro-
fessional Standards Review Council. The council from time to time
looks at these norms and sees if they vary, and may or may not approve
them. But nonetheless, if there is some variance, they must be subject
to approval. These norms will then be applied to the evaluation of care
in this hospital. Should there be something wrong with these norms,
the process of having them changed would be to go from the individual

atient to the physicians who have staff membership, and then to the

SRO, and then perhaps to a State council, and then perhaps to a na-
tional council before one could really make any serious changes in
these things. Otherwise one would be continually trying to meet what
is written down on the page. And believe me, although it may make
good sense in Washington 1n the chambers of the Senate Finance Com-
mittee, when it gets out into a community such as Los Angeles where
there are about 14,000 different doctors and 175 different hospitals all
trying to do their very best to take care of patients, it comes out in an
entirely different way.

Senator C'urris. In retrospect, it is my opinion, a personal opinion,
that it is unfortunate that we didn’t have more in-depth hearings. It is
impossible to read somebody else’s mind. But I am inclined to think
that many of these who supported PSRQO thought they were support-
ing peer review. I did not accept that. I found problems might go with
the language from the start. But as I tried to illustrate this morning
with the Secretary, it is my personal opinion that the language that
finally ended up in the law is not only not peer review, but ﬁ; the sum
total of all its provisions the ultimate authority is in the Government
bureaucracy, and not in the hands of the doctors.

Would you agree with that?

Dr. BorLE. Yes, sir.

Senator Curtis. Thank you.

Senator TaLaapce. Senator Benuett

PSRO ANp CALIFORNIA

Senator BENNETT. Doctor, you read very quickly. And I am afraid
that it has been impossible for me to take in and sort out and now
give you back——

33-013 O - T4 -pt, 1 -8
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Dr. Boywre. T apologize, Senator. Ten minutes is a short time.

Senator BENNETT [continuing]. Al you have said. So after I have
had a chance to read what you say, I may want to get in communica-
tion with you, because I think it contains many misunderstandings of
the peer review program. :

I am interested in the same question Senator Hansen raised. You
say the vast majority of the doctors in California are opposed to peer
review. But we have had applications for peer review authorizations
or organizations from nearly every area of California except Los

s there any significance to the fact that you live in Los Angeles?
Dr. Bovie. First of all, Senator Bennett, I was not among those
who went out and tried any kind of campaign to drum up support for
repeal of PSRO. That is a movement in California that arose very,
very spontaneously.

Second, 1 shouﬁi point out to you that in Los Angeles there is 40
percent of the State population, and 40 percent of the physician
population.

And third, we are aware that there are some areas of the State,
many areas of the State in which there have been af)plications made,
some of these on behalf of organizations that do truly represent prac-
ticinghphysicians, and some of which could not. We are aware of the
fact that even in many of those areas opposition to PSRO outweighs
support by a substantial majority.

I personally have been involved in discussions of PSRO all over
the State of California during this last 114 years involving, I
would say, probably at a minimum three and a half or possible 4,000
different physicians. There is not anything other than a smattering of
people who support the concei)t. There are people who have said, well,
1f we don’t do 1t, then they will give it to Blue Cross, Blue Shield, or if
we don’t do it, God knows who will get it, so maybe we had better do it,
maybe we had better be the ones to apply it. Perhaps we would be
better advised to try and see if we can’t make it work.

But I can assure you that in San Diego County and in San Francisco
County the medical elections in both of those county societies were
decided on this issue, and those who were in support of applying for
a PSRO, to become a PSRO designate lost the clection, and by sub-
stantial numbers, I mean like 4 and 5 to 1.

Senator BENNETT. I think California has still got a lot to learn. They
are a long way from understanding the program.

QuaLity oFr Care ano PSRO

You mentioned the deletery effects of PSRO on quality of care.
There are several PSRO prototypes operating in California by com-
ponent organizations of CMA. Have you ever made a study of-their
programs, have you ever personally gone to see how they operate?

Dr. Boyre. T have seen how 8 couple of these do work, Senator. And
I would say, first of all, although they may be PSRO prototypes, in
fact they are something quite different. What they are are local pro-
grams that have evolved out of conditions of local physicians in which
the directions of those programs can be changed instantly. _
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Senator BENNETT. So they can be changed under the PSRO pro-
gram. But the local physician control of the program is central to the
1dea, and it seems to me that is the point you miss.

Dr. BoyLe. Senator, I submit, 1156(c) (1) and (2) to my mind
read differently.

Senator BENNETT. I realize that you are entitled to your interpreta-
tion. And I am entitled to mine. But is it fair to say that your interpre-
tation is colored with the idea that you think PSRO should not succeed
because it will replace this program you are so proud of ¢

Dr. BoyLE. No, Senator, I think it 1s based on my ability to read what
the written records said. I realize that the committee report, and
your intent in discussions, and in some of the statements that you have
entered into the Congressional Record before the Senate, would in-
dicate what you believe it would do. But we also have had substantial
experience with what happens when a law such as this is written and
regulations begin to become massaged and massaged and massaged
over a period of time, as the Secretary finds it increasingly necessary
to make the restrictions more stringent in order to comply with this
section of the law.

Senator BENNETT. Don’t you think Congress has the power, if the
Secretary begins to move away from its congressional intent, to rewrite
the language to bring it back ¢

Dr. BoyLe. They almost never do.

Senator BENNETT. In other words, to use the words of an old, old
radio character that used to answer every argument that he couldn’t
win by saying, “Even if it was good, I still wouldn’t like it.” I wonder
if that isn’t the position you bring before us today.

Dr. BoyLe. I don’t believe so, Senator.

Senator BENNETT. In exactly how many hospitals in California does
your CMA staff survey system operate.

* Dr. Boyre. My impression is that at the present time thei)lr have sur-
veyed virtually every hospital in California, and that they have in the
majority of instances surveyed most of them several times. This is
now by California State law a requirement for licensure. So there will
be no question about the fact that this will be surveyed.

Senator BENNETT. Are you aware that the PSRQ law provides that
if adequate review mechanisms exist in a hospital—and I assume that
you would consider your review mechanisms adequate—that the PSRO
can turn over to that organization the responsibility to conduct the re-
view in that hospital ¢ -

_ Dr. BoyLe. As it is written, Senator, it relates only to one brief sec-
tion, and that has nothing whatsoever to do with preadministration
certification or operation for long-term care, or prior authorization
for care, and complex and costly diagnostic and therapeutic pro-
cedures. That applies to only one specific section of that law.

Senator BENNETT. And what section does it apply to? Does it cover
90 percent of it and not 10,1 or 2%

r. BoyLe. Actually it covers to a degree what we are already doing.
And that would not in any way interfere. The problems are, if it were
applied in that fashion, the problems are, first of all, that the PSRO
must find that the hospital is conducting basically what the PSRO
would be doing, and that is to say, using its norms of care.
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And secondly, that would require that the Secretary at his discretion
may determine what is compliance and not compliance. We would be
inclined to find that if over a period of time a PSRO had authority in
a given area, that it would begin to assume greater tendency to meddle
in the affairs of that individual hospital. And we think that the
Secretary might find that there are regulations that could be construed
to find the hospital was not complying.

Senator BeNNETT. You start on the assumption that the PSRO
norms are less sound and safer than the existing hospital norms in each
case? That would seem to be the way you have approached the problem,
that to adopt the PSRO norms would be to reduce the quality of the
medical care. ' :

Dr, Boyre. We believe that adopting these norms and attempting to
a%ply them in the management of individual patient care, particularly
when you start talking about prior authorization, will begin to inter-
pose the judgments of other people between the physician and his-
patient. We believe that it will deny the patient his right to full access:
to that physician’s knowledge, experience, and professional judgment.

— Prior AvurHORIZATION AND PSRO

Senator BENNETT. Can you point out to me in the bill where prior
authorization is required ¢ '

Dr. BoyLE. Yes,sir.

In 1155(2) (a) and (b). - -

Senator BENNETT. Read it. I don’t have the bill before me.

Dr. Boyre. It says: _ y

Each professional standard review organization shall have the authority
::c(llﬁttzgrmine in advance any elective administration to a hospital or other health

Senator BENNETT. Has the authority, but it does not say the PRSO
shall require prior authorization. Were you here this-morning when
this was discussed ¢ ‘

Dr. Boyre. I most certainly was. And I have been in California
where the Secretary of one of our State commissions was given the
authority to require prior authorization. And you can bet we have
had that for the last 214 years. And I can also assure you that it sub- -
stantially interferes with my ability to take care of my patients.

Senator BENNETT. He is not a doctor, and here it is the doctors
that would require prior authorization. And, of course, again that is
California, they have big ideas of power in California which we don’t
have elsewhere.

Dr. Boyre. It may or may not be physicians, Senator as you know.

PSRO MEMBERSHIP

Senator BENNETT. AsIknow. __

Now, let’s stop right there. No one except physicians and osteopaths
may serve on the PSRO. Aren’t you aware of that ? '

Dr. Boyre. Until after January 1,1976.

Senator BENNETT. No, from now on, under no circumstances can &
nonprofessional be appointed as a PSRO, as a member of a PSRO.
Have you missed that ?
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Dr. Boywe. If I have missed that—it may be an organization, not a
practicing %ysician, yes. :
t;h.SenatAor ENNETT. What we are talking about are two different

ings, - :

Dr. BoyrLe. We have plenty of physicians doing prior authoriza-
tion in California that don’t know anything about the practice of
medicine.

Senator BENNETT. And this is the sort of thing we are trying to get
away from. Under the law the Secretary must give priority to the
local physicians to or%:mize the PSRO. And only when they reject
that privilege has he the power to move elsewhere. And I think you
are aware of that. "

Fortunately many of the PSRO areas in California have already
indicated that they are going to apply. And it is going to be inter-
esting to me to see how the leadership in those local areas will stand
up against the kind of pressure that you represent here today. And
I think they will stand up. And I think we are going to-have 28
regional areas, regional PSRO areas in California in operation before
we i:t through with this program. : :

d you mentioned the fact that I won’t be here very long. I don’t
expect to live long enough to see the repeal of PSRO, in spite of the
fact that the California Medical Association is working for it.

Prior AprrovarL OF CARE AND SERVICE

Senator Tar.mapae. Mr. Constantine?

Mr. ConsTANTINE. Dr. Boyle, under California’s medicaid pro-
gram generally today, is there any requirement of prior approval
of care and service by the State ¢ :

Dr. Boyre. Yes.

Mr. ConsTanTINE. I8it extensive?

Dr. Boyre. Oh, yes. .
 Mr. CoNsTANTINE. Arethere areas where it isn’t required ¢

Dr. BoyLEe. There are two areas, to the best of my knowledge. One
is a pilot project in Fresno County where they have an on-going
review process of their own. And to the best of my knowledge, the only
other area is in Sacramento, where they have a certified hospital
administration program.

Mr. ConsTANTINE. And who does the prior approval ¢

Dr. BoyLe. The prior approval is usually done by State employees.

Mr. ConsTaNTINE. State employees today. )

In your statement you listed three resolutions as having been passed
at your convention.
Are there any other resolutions with respect to PSRO approved {_

Dr. BovyrE. %he three resolutions are in part contained in this.
There were other parts to these same resolutions which I think we
did provide you, Now, I am not really sure about it, but I think some-
time back either we or Dr. Monime did send you copies of our resolu-
tion, I hope, or promised to send them. .

Mr. ConsTANTINE. Wasn't it also said at your convention that each
county could choose whether it would participate in PSRO? :

Dr. Boyre. I believe that is true. Of course, we cannot dictate to our
counties societies what to do.

LT SN
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Mr. ConsTANTINE. In California did Blue Cross, Blue Shield and the
State apply norms and parameters in determining if the case is rea-
sonable for people under medicare and medicaid today? Do they
measure your claims against screenings that they have established ¢

Dr. Boyre. They have screens that they look at, yes.

Mr. ConsTANTINE. But those are parameters?

Dr. BoyLe. Those are just levels of service being provided through
this medical policy committee.

PuysiciaN AND PaTiENT PROFILES

Mr. CoNsTANTINE. Do they maintain physician and patient pro-
files? Do Blue Cross and Blue Shield do that ?

Dr. Bovre. To the best of my knowledge they do not maintain
patient profiles. They do maintain physician payments profiles.

Mr. ConsTaNTINE. Blue Shield has indicated to us that they do
maintain both patient and physician profiles. :

Dr. BoyLE.. I am unaware of that.

VIoLATIONS OF PRIVACY

Mr. ConsTANTINE. Just so we can follow it, we had not heard,
frankly, of any violations of privacy in the medicaid-medicare pro-
grams, that is, the patient complaints.

Now, that doesn’t mean that it hasn’t existed. And the staff has
been tracking it right from the beginning of the program, because
the committee has an obvious interest in legitimate privacy, that bor-
derline between confidential and coverup.

Now, where your patients complain that their privacy was
violated—— ‘

Dr. Boyre. I am not talking about my patients, I am talking about
welfare patients in medical hospitals.

Mr. ConsTANTINE. They were medical patients. Precisely how was
their privacy violated ¢ Presumably they complained to you that their
privacy-has been violated. What were the circumstances and what did
you do about it? -

Dr. Boyre. Anything I could do about it. The information we have
is from medical patients who were on medical rolls that their names
became available to people in the general community.

Mr. CoNsTANTINE. But that isn’t a patient record.

Dr. Borire. They have to have the information to begin with. There
have been people who have had apparently a diagnosis made known to
some other third party.

Mr. CoNsTANTINE. Your patients? -

Dr. BoyLe. My patients. I serve, in addition to being in private
practice, and in addition to serving as speaker of the house of dele-
gates of the California Medical Asssociation, as president of the com-
prehensive planning council of Los Angeles County. And as a con-
sequence we have many people who bring many stories to us. So——

Mr. ConsTaNTINE. Do you act on the stories?

Dr. BovrLe. We do what can be done. We advised some of the State
legislatures of our serious concern about invasion of privacy of wel-
fare patients.
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Mr. ConsTANTINE, Mr. Chairman, if you don’t mind, could we ask
Dr. Boyle to provide for the record the specific instances in which
patient privacy has been violated, spgcific cases? We think it would be
vegy helpful in perhaps changing medicaid law.

enator TaLmance. Will you provide that for the record, please.

Dr. Boyre. I will do my very best to get it for you, Senator. A lot
gf theie things are told to me in public meetings. I will try to track it

own,

Senator TaLmapge. Thank: you very much, Doctor. We appreciate
the contribution you have made.

{The pﬁepared statement of Dr. Boyle follows: Hearing continues
on p. 119.

PREPARED TESTIMONY BY JOSEPH F. BoYLE, M.D., SPEARER OF THE HOUSE OF
DELEGATES, CALIFORNIA MEDICAL ABSOCIATION

Mr. Chairman and members of the subcommittee, I am Dr. Joseph F. Boyle,
a privately practicing physician from Los Angeles, California. I am privileged
to serve as speaker of the House of Delegates of the California Medical Associa-
tion, an elected representative body which acts on behalf of over 25,000 prac-
tieing physicians in our state. Accompanying me today is Dr. Stanley A. Moore,
president of the California Medical Association and a radiologist practicing in
San Diego. We appreciate the opportunity to present the views of the California
Medical Association with respect to the present and proposed implementation of
ft)he Professional Standards Review Organizations, Section 249-F of Public Law

2-603.
CMA RESOLUTIONS ON PSRO

At its most recent meeting, the House of Delegates of the California Medical
Assoclation adopted three resolutions:

RESOLUTION NO. 7A-74

Resolved, That the California Medical Assoclation immediately undertake a
campaign to assure public awareness of the true nature of the PSRO legisia-
tion and of the significant accomplishments and consequent public benefit de-
rived from peer review efforts of the profession; and, be it further

Resolved, That the California Medical Association directly encourage and sup-
port in every possible way the expansion and improvement of voluntary peer re-
view procedures dedicated to the assurance of quality medical care for all of our
patients.

RESOLUTION NO. 64-T4 -

Resolved, That the California Medical Association manifest its opposition to
the PSRO legislation and to other objectionable provisions of P.L. 92-603 through
legal and legislative action ; and, be it further

Resolved: That the CMA Counecll, in consultation with legal counsel, direct
an appropriate Commission to implement this course of action.

RESOLUTION NO. 7-74

Resolved, That the CMA actively seek to amend Title XI of the Soclal Security
Act 80 as to repeal Section 249-F, Part B-professional Standards Review Organ-
ization; and, be it further .

Resolved : That the CMA actively seek to amend all other provisions of P.IL.
92-603 which impose-constraints upon the exercise of professional judgment, or
which interfere with the performance of peer review at the local level; and, be
it further -

Resolved : That the above actions be transmitted to the AMA for implementa-
tion.

These three resolutions express a strong and continuing commitment on the
part of California physicians to responsible peer review for quality assurance
and utilization control. They express the deep concern of our members over the

*At presstime the material requested had not been recelved by the Committee.
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' absolutely disastrous effects on patient care that they foresee will very surely

and very rapidly follow upon the heels of the implementation of PSRO. They
express the dedication of California doctors of medicine to pursue all legal and
legislative means available to protect thelr patients’ rights to access to all the
benefits  of the highest possible quality care, free of artificlal impediment and
restraint, and in an ethical climate in which the confidentiality of their records
can be guaranteed.

These resolutions were not adopted in hurried, heated, emotional, reactionary
debate. They were adopted after approximately 114 years of careful considera-
tion and prolonged discussion, in hospital staff meetings, meetings of county med-
ical socleties, meetings of the Council 6f the California Medical Assoclation and
countless special forums all over the state of California. These deliberations in-
volved not just a few highly inflamed individuals, but many thousands of con-
sclentious, sincere, practicing doctors spanning the entire spectrum of medical
practice from small community hospitals to large metropolitan medical centers
and the staffs of teaching institutions and university centers.

(We are aware that representatives from some California countles with
foundations for medical care have expressed support for PSRO. You should be
aware that: (1) these counties include fewer than 10 percent of California
physicians; ahd (2) in a poll of at least one of these foundations, of those phy-
siclans who expressed an opinion on PSRO only 27 would support PSRO, while
93 desire repeal or amendment of this law.) ‘

Our discussions of PSRO have considered all aspects of this law and all modes
of response to it, including : amendment ; participation in the law with the hope
that its direction could be guided so as to prevent interference with medical
practice; & host of similar responses; and repeal. As a result of these long de-
bates, our association has concluded that Section 249-F of Public Law 92-608,
PSRO, represents bad law that cannot be amended satisfactorily except by its
outright repeal.

A total exposition of our reasons for this determination is impossible in the
brief span allotted to us today. We will cite some of our reasons for you. We will
provide a lengthier discussion should you desire it.

DELETERIOUS EFFECTS OF PS8RO

Our most fundamental concern is the deleterious effect that we perceive the
implementation of this law will have upon the quality of patient care. We see
further in its implementation the destruction of an effective review system that
has evolved over many years and which is participated in voluntarily by thou-
sands of physiclans in our state on a daily basis. And, finally, this law contains
a grave threat to the confldentiality of patient records despite provisions and dis-
claimers to the contrary. ‘

We are absolutely certain that Senator Wallace Bennett, the author of PSRO,
wag completely sincere in his intent to place review of medical practice in the
hands of local professionals. It is our view, however, that PSRO was unneces-
sary to accomplish this purpose for two reasons. First, as Senator Bennett has
pointed out to the Senate (Congressional Record of April 1, 1974), even without
a PSRO law, the secretary of Health, Education and Welfare already has suf-
ficlent statutory authority to require professional review ; with or without PSRO,
necessary review will be accomplished, In fact, at the present time, review of
medical practice {s in the hande of local professionals in California, as well as
in every other state in this country. Secondly, peer review is heing accomplished
on a voluntary basis without the interposition of third parties' determinations
between the judgment of practicing physiclans and thelir patients, without ad-
ditional expenses to the government, the insurance industry or the paying pub-
lic. Furthermore. such review is becoming increasingly effective in both quality
assurance and utilization control, and it can be expected to become ever more
effective in the future. And it is applied to all institutional care, not simply that
which is being paid for under Title 18, Title 19 or Title § of federal 1aw.

PEER REVIEW IN CALIFORNIA

As some members of this committee are aware, there i3 a very complex quality
assurance program in effect throughout the state of California. It involves county
medical socleties, foundations, hospital medical staffs, the California Medical
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Assoclation, Insurance carriers and fiscal intermediaries. Credentials review,
medical ethics, medicai review, medical and surgical audit and utilization review
are under a constant state of surveillance. At the local level, these activities are
pursued vigorously by local physiclans under rules that have been adopted vol-
untarily. On a statewide basis, California Medical Association’s hospital medical
staff survey program, begun in 1961, is an integral part of this review and audit
process. It is perhaps our most wldely publicized and most often emulated quality
assurance activity. These surveys help assure that local review of hospital phy-
stelan practices is being pursued in an effective, conscientious fashion. Under
this program, trained physicians analyze the organization of a hospital’s medical
staff, the adequacy of its records, its medical competence. efficiency of its cre-
dentials review, its medieal and surgical review, its procedures for determining
medical and surgical privileges and other factors that are directly related to
patient care, physiclan performance and the education and disciplinary prac-
tices of each hospital staff. Utilization review and medical audit are integral
parts of this system and now are being integrated with programs of continuing
medical education, education certification and a statewide medical audit program
that is directed toward enhancing the quality of care available to individual
patients in individual hospitals and toward increasing the uniformity of this
quality throughout the state.

California Medical Association survey procedures are the most comprehensive
and systematized of any organization in this country and are being adopted by
many other states. The value of this program has been recognized by the Joint
Commission on Accreditation of Hospitals and by the state of California. We are
now in our second year of performing combined surveys with JCAH, and Cal-
ifornia state law now recognizes approval under the CMA medical staff survey
program as meeting the quality of care requirements for relicensure of all health
care facilities in our state.

In addition, we are now in the third year of operation of a statewide Peer
Review Commission of the California Medical Association. Its objectives are to
provide for the integration of peer review activities throughout the state; to
provide advice and guidance for local peer review activities; to review local peer
review functions of county medical societies, foundations and hospital staffs;
to provide scientific evaluation of the appropriateness of different modes of
medical care, from the standpoints of the medical value to patients of diagnostic
and therapeutic procedures, and of the appropriate levels of utilization. It should
be noted that although these are functions of state and county medical socleties
and foundations, the review process involved i8 now applied equally to services
and the practices of both member and non-member physicians, without distine-
tion or bias and without the requirement that a non-member physician participate
in the functions of the local or state medical association or pay dues. This is
financed entirely by our medical societies on a voluntary basis.

In this system, there is also extensive provision for mediation, grievance hear-
ings and appeal available to individual patients, physicians, hospitals, insurance
carriers and governmental agencies.

PSRO: VAST, NEW BUREAUCBRACOY

In an effort to accomplish these same purposes, PSRO will create a vast new
bureaucracy totally separate from the voluntary peer review program already in
place. It mandates the development in our state of 28 separate new organizations
(nationally more than 200 of these) with lttle or no relationship to existing
medical organizations and with such vast authority as to threaten the destruc-
tion of all review programs as they now exist. To replace it a complex, new,
completely untested system is to be imposed—individual, personal medical care
rendered to a totally heterogeneous population of sick patients is to be subjected
to compulsory, computerized review, measured against data-processing-massaged
“norms” of the “profiles” of the average care sought for and received by the
average patlent from the average doctor. Somehow, it is also envisioned that a
majority of busy, local practitioners will voluntarily immerse themselves in this
process,

While Section 1152(e) seems to permit the secretary of HEW to waive dupli-
cation of review and control by PSRO {if effective review and control already
exist, careful reading of this section clearly indicates that precisely the opposite
effect is intended by this section of the law. That is to say, at the discretion of
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the secretary, hospital staff review, CMA-CHA survey review, local medical so-
clety review, etc, may be walved upon the assumption of these responsibilities
by the PSRO. And while Section 1155(e).(1) would appear to require that Pro-
fessional Standards Review Organizations accept the work products of hospital
review committees or other organizations, this requirement applies only to the
provisions of Section 1155(a) (1) and is in no way applied to mandates of pread-
mission certification of elective admissions (Section 1155(a) (2) (A)) or of prior
authorization for complex diagnostic or therapeutic procedures (Section 1155
{a) (2) (B)) and the provision of services to the chronically ill, as mandated in
this same section. Additionally, Section 1155(e) (2) grants the secretary broad
latitude in the development of regulations which would permit even this limited
acceptance of an existing local review process and leaves to his sole discretion
the determination of compliance or non-compliance. Moreover, Section 1155(a)
(b) clearly indicates that physicians assigned responsibility for review of hos-
pital care “ordinarily should not be responsible for the review of care and services
provided in any hospital in which those physicians have active staff privileges.”
Quite clearly, what the right hand giveth, the left hand taketh away.

Among the most potentially destructive provisions of PSRO are contained in
Section 1156, “Norms of Health Care Services for Various Illnesses or Health
Conditions.” Although it is difficult for non-physicians and even for non-practicing
physicians to understand, this “normative” approach to the practice of medicine
in the management of individual patient problems poses severe_restrictions upon
each individual patient’s rights. The patient is entitled to the proper assumption
by a physician, of his or her own choosing, of the personal responsibility for
the provision of medical care and for the full application of that physician's
knowledge, skill and judgment in the provision of individualized, personal
medical care.

“NORMS OF CARE-—COOKBOOK MEDICINE”

Although it has been labelled as untrue that there will be a national *‘cook-
book” for the management of each diagnostic and therapeutic problem, that is
precisely what Section 11566 of PSRO demands. It states that there will be “pro-
fessionally developed norms of care,” etc., “based on typical patterns of practice
in each region,” but then proceeds with Section 1156(b) to require that such
norms shall include, “in accordance with regulations of the sccretary,” “differ-
ing, but acceptable, modes of treatment and methods of organizing and delivering -
care . . . consistent with professionally recognized and accepted patterns of care”
and of the type of facility “to be the type in which health care services. .. can
be most economically provided.” And (Section 1156(c)) the National Profes-
sional Standards Review Council shall provide “materials indicating the regional
norms to be utilized” and that “the approval of the National Professional
Standards Reviewo Council of norms of care, diagnosis and treatmeni shall be
based on its analysis of appropriate and adequate data.” And (Section 1158(c)
(2)) “each review organization, agency or person . . . shall utilize the norms
developed under this section as a principal point of evaluation and review
for . . . any health care services which have been or are proposed to be
provided.”

Even the loosest application of these stringent requirements will, without any
question, instantly substitute the use of these norms for the application of in-
dividual physician judgments, either because of absolute prohibition of devia-
tion from these norms or because of the onerous task of explaining variations
for at least half of all patients for whom care is provided or proposed to be
provided. What is euphemistically referred to as local review with regional norms,
in fact, becomes adherence to norms that have been nationally developed. In the
management of a simple common cold, consider the complexity of establishing
standards for the management of such a diagnosis in the spectrum of potential
patients afflicted : a healthy aduit man or woman, working alone or working in a
crowded office or in a classroom or nursery or caring for young children at home;
a six-months-old infant otherwise healthy or afflicted with cystic fibrosis, allergic
bronchitis or other physical or mental impairment; an adult or child with an
assortment of associated chronic illnesses that run the gamut from bronchial
asthma to concomitant renal dialysis or markedly impaired immuno-suppressive
mechanisms associated with drugs used in renal transplant or in the treatment of
extensive cancer, leukemia or a host of other disorders. Consider the expansion
of this normative process to the thousands of diagnostic variations and com-
binations of diseases listed in compendia of diagnostic nomenclature, and you
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will recognize readily that the medical profession’s concern about “cookbook
medicine” is more than mere fantasy.

Such norms would have to be so sweepingly broad as to have absolutely no
effect or be sufficiently narrow as to be, indeed, restrictive and stultifying. Modes
of medical practice vary substantially all over the United States, and for good
reason, Treatment and diagnostic procedures are constantly in a state of change
and evaluation. As one mode of therapy acquires clear superiority it becomes
adopted by practitioners generally. Practice within the constraints of “norms
and care” will cause this evolutionary change and continual evaluation to cease.
It will mandate mediocrity aimed at meeting the averages contained in every
list that is developed. Innovations in provision of care will only be attempted
by the most persistent of physicians willing to endure countless hours of time
and frustration explaining to a National Professional Standards Review Council
judgments that traditionally have been subject to scientific evaluation by local
peer review unencumbered by norms that must be met regardless of the physi-
clan's individual competence, training, background or experience.

And while the norms of care required under Section 1156 are intended as a
cost-contalnment measure, we believe that their application may have an op-
posite effect. First, the average physician who believes that he may be pro-
hibited from going beyond the range of diagnostic and therapeutic procedures
prescribed in these lists may withhold more extensive evaluation or treatment
in many instances in which elther more serious and more difficult-to-manage
problems may emerge or in instances in which chronie illness will develop, re-
quiring protracted and expensive therapy that could have been prevented, had
he felt freer to exercise his own judgment in each individual case. Second, since
we know from long experience that “norms"” or ‘guidelines” or “standards”
very rapidly become rules under which everyone is expected to conform, the
physician will feel compelled to utilize the entire range of diagnostic and
therapeutic modalities contained within these norms so as to avoid criticism
and to prevent his failing to apply some modality of care from being used as
evidence of incompetence or negligence in vnrofessional liability lawsuits.

Dr. Kerr L.. White, professor of medical care and hospitals at Johns Hopkins

‘University in Baltimore, writing in The Western Journal of Medicine (*‘Caveats

for PSRO,” April 1974, copy appended), has discussed the subject of norms of
care in considerable detail. One of White’s statements is of particular pertinence:
“The real test of a clinician is the extent to which his patients are returned to
work or school, kept out of bed, relieved of functional impairment or pain and
freed from the use of unnecessary or useless drugs. These are the measures
that really count as far as the patients and public are concerned—and, I would
add, as far as the bulk of the medical profession i3 concerned.” This is our con-
cern: that individual physicians be permitted to continue to exercise their
individual judgments in the application of their training and experience in
the management of individual patients’ problems, not that physicians be made to
conform to rules and regulations devised and/or approved by a committee of 11
physicians and the secretary of HEW, several thousand miles away.

PRIOR AUTHORIZATION

Several sections of 249F clearly demand prior authorization of elective ad-
missions and diagnostic and treatment procedures. The medical profession in
California has had a long experience with prior authorization under a variety
of governmental programs extending back to 1955 and before. Our experience
with this form of practice has demonstrated beyond question that prior au-
thorization (1) does not contain costs; (2) denies needed care; (3) promotes
continuing frustration and irritation in everyday patient management; (4) im-
poses unnecessary work on physician and his office staff and (5) encourages
the delay of needed care beyond the point where it can be done most efficiently,
safely and inexpensively, thus requiring ultimately more expensive and costly
care to the detriment of many patients’ health and well-being.

Some further objections of our association include:

ASSUMES PHYBICIAN ABUSE

The PSRO Manual states that admission certification “inftially will be re-
quired for all elective admissions” (PSRO Manual Section 705.14). Exceptions
will be made when physicians or specific diagnoses are clearly identified as not
requiring review.
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The clear implication of this requirement is that most physicians will abuse
the Medicare, Medicald, and@ Maternal and Child Health programs. The phy-
slclans of California believe that this type of review and control should be
required only after a pattern of abuse has been established. The PSRO provisions,
as now written, subject all physicians to an unusual form of *“second guessing”
to stop a few abusers.

AUTHORITY AND CONTROL

A physician has the legal and moral obligation to provide effective, eficient
and economical care of high quality. Traditionally, he has relied upon the full
measure of his training, skill and experience. He cannot rely upon a committee
or governmental agency’s judgment.

Through their professional assoclations and medical staff organizations, phy-
sicians have voluntarily accepted obligations to the public to assure that they
are qualified and capable of performing the services which they undertake to
provide their patients. This obligation is met through: ,

Reviewing the physician’s credentials, including his training, experience and
practice history, by the medical asociation and/or medical staff when he applies
for membership. .

Establishing staff privileges to perform medical and surgical procedures that
are commensurate with the physiclan's training and experience.

Reviewing practice problems, regardless of source of complaint.

Recomending disciplinary action to licensing boards.

BExamining and certifying speclalty qualifications.

ilAssuring the best medical training possible through medical school accredita-
tion. E
‘Organizing continuing education for physicians through conferences and re-
fresher courses, ,

This responsibility cannot—and should not—be delegated to any other body. It
is highly improper, therefore, for the secretary of HEW to presume to delegate
authority and responsibility for review to the hospital medical staff.

‘We further object to tthe PSRO law which bypasses existing professional orga- .
n;zﬁtll‘}%%s and puts ultimate control and authority in the hands of the secretary
o : ‘

He is the primary purty to all contracts for the planning and operation of
local PSRO’s, the state council and the statewide support centers. He is em-
powered to take all disciplinary actions against offending physicians. He is the
final authority in appeals. ‘

He sets regulations governing medical care without consultation with or con-
currence by the National Professional Standards Review Council of physicians.

‘He puts into effect directives, rules and manuals without benefit of regulatory
comment, thus bypassing organizations and individuals whose input is essential
for the successful implementation of a 1aw of such magnitude.

In addition, we are particularly concerned about the effect that the PSRO
legislation, and specifically the implementation contemplated by Chapter VII of
the PSRO Program Manual, has on physicians’ attitudes toward hospital staff
peer review and its educational responsibilities.

For example, the manual requires that hospitals use PSRO-developed or ap-
proved criteria. Yet the success of our medical audit program as well as the
JCAH and the QAP medical audit programs is due directly to the physicians ini-
tiative in developing their own criteria for medical care evaluation in their own
hospitals. It is a learning process for physicians. Their voluntary participation
generates an immense amount of enthusiasm. And under these programs, physi-
clans develop a commitment to their own set of procedures that could never exist
under PSROs, which impose criteria developed outside the hospital setting.

CONFIDENTIALLY

Physicians in California also are concerned with the effects of PSROs on
patients’ right to the privacy of their personal and medical histories.

The PSRO law provides for the development of patient and provider profiles
(Section 1155(a) (4) of the Law). It also requires extensive reporting to the
state and national councils as well as to the secretary of HEW. And while the
law demands confidentiality of patient identification with penalties for breaches
of this requirement, it clearly permits the HEW secretary to determine the
degree of invasion of privacy he finds necessary to implement the law.
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This reporting requirement necessarily will involve the development of central-
ized data banks capable of reporting information to the state and national coun-
cils. Once recorded, the information is avallable to a greatly expanded group
of individuals, including PSRO staff who have the authority to review this
information. With this vast expansion in the use of confldential medical record
data and with the increase in the number of persons handling this data, the
potential for misappropriating confidential information will be immeasurably
increased. -

The law also gives the local PSRO the authority to review patients’ records —
in physicians’ offices. Heretofore, these records have been considered privileged
and confldential. They should remain so.

COST

There is a complete lack of any real insight into what the administrative cost
of operating PSROs will be. There have been estimates ranging from five-million
to almost one-billion dollars per year. The major portion of the cost is the devel-
opment of new peer review structures and new federal and state agencies. Exist-
ing systems, organizations and structures—which cost the taxpayers virtually
nothing—are ignored.

‘While the PSRO law declares as one of its major purposes economical delivery
of health care services, it is doubtful that PSROs will save money. In fact, as
the law is implemented, we may very well find the reverse to be true. For exam-
ple, costs are bound to increase through the ordering of a test or other service
solely because it is listed in the established criteria for a specific diagnosis, even
though in the professional judgment of the physician the test or service is not
medically necessary. Thus, we are deeply concerned that under this law the
American people will be forced to pay an exceedingly high cost for a system of
peer review that will lower the quality of medical care in this country.

PROFESSIONAL LIABILITY

Section 1167(c), dealing with professional liability, has the appearance of
giving physicians some special protection, but in no way alters anything.

Courts will continue to hold a physician responsible for using his best medical
judgment, and that it will not be an adequate defense to argue reliance on cri-
teria, norms and standards of a PSRO. Extensive case law establishes these facts
beyond question. Indeed, inappropriate use of norms and standards could be
used to show negligence on the part of the individual physician.

SUMMARY

In summary, the California Medical Association has carefully analyzed sec-
tion 249F of Public Law 92-603 in an effort to determine whether this law can
be implemented without interfering with the ability of California physicians
to provide the best possible medical care to our patients. We have concluded that
it cannot. We have attempted to evaluate Section 249F to determine whether it
can be satisfactorily amended to allow for the continuation of effective local pro-
fessional peer review. We have concluded that PSRO is bad law . .. that it
cannot be amended except by its repeal. We believe that the application of: PSRO
to medicine as it is practiced in the state of California as well as elsewhere in the
United States will have an extremely deleterious effect upon the quality of care
available to our patients; that it will encourage a high degree of mediocrity and
stifle all advances and innovations in provision of medical care; that it will deny
needed care; that it will interfere with the physician’s ability to freely exercise
his judgment in the management of individual patients’ problems; that it will
deny the right of our patients to full access to their physicians’ scientific