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Mr., Chairman and Members of the Subcommittee, I am pleased
to appear here today to com@ent on the management of and results
obtained from demonstrations and experiments (D&E) and related
evaluations conducted by HEW's Health Care Financing Adminis-
tration (HCFA).

In May 1976, this Subcommittee held hearings on the "Adminis-
tration of Medicare Cost-Saving Experiments.” The Subcommittee
found that excessive delays had occurred in implementing experi-
ments and demonstration projects that were intended to provide
the Congfess with information on specific alternatives to present
policies and proccedures in the health care system. The Subcommittee
concluded that although the Congress had provided HEW with both
- the money and the authority to carry out a broad range of health
care experiments and demonstrations, the development and performance
of the experimental projects had seriously fallen short of the
expectations and goals of the Congress. According to the Subcommit-
tee, HEW had made no detailed recommendations with respect to imple-
menting specific methods tested.

Mr. Chairman, because you believed that this situation had
not improved since 1976, you asked us to review HCFA's D&E activ-
ities,

Today I will be discussing (1) the use of social research and

development in helping to formulate social policy, (2) the purpose
and objectives of and rescurces for HCFA's D&E activities, (3) the

expectations of the cognizant committees of the Congress from such



-

/ " activities,

(4) BCFA's perceptions of the outcomes or impacts of

its D&E activities, (5) a description of the processes in carrying

out such activities, and (6) our suggestions as to how such pro-
cesses could be improved.
SN

In summary, we found that:

--HEW D&E activities have fallen short of the expectations

and requirements of the cognizant legislative committees of the
|

Congress as expressed in their reports on bills and/or the legis-
lation 'itself., Specifically,

(1) reports to the Congress have
not been submitted at the dates specified by law,

{2) when reports
were submitted they did not meet the specifications contained in
the law and/or related committee reports,

(3) more recent mandated
demonstrations have not been undertaken due to a shortage of staff

or money, and (4) demonstrations and experiments or the related

evaluations were sometimes completed after the Congress or

its
committees had already deliberated and acted on the issue involved.

--HCFA's Office of Research, Demonstrations, and Statistics
(ORDS) could not readily determine the specific outcomes or "impacts”
of its Ds&E activities. However, a retrospective review of the pro-
jects prepared by ORDS, at our request,

jects had impact on the

indicated that these pro-

development of legislative initiatives such
as the Administration's

Hospital Cost Containment proposals in 1978
and 1979, the development of regulations to implement laws passed in

1977 and 1978, and, in one instance, a regulation change which wculd




significantly reduce Medicare payments to hospitals. On the other
hand, some of the indicated impacts on legislation involved getting
additional demonstration authority or requirements in laws passed
in 1977 and 1978 which, in one case, ORDS has not used o¢r complied
with and thus has had no effect.

--The processes for carrying out the ORDS D&E activities often
involve long periods of time which may explain pa:ct of the problem
in meeting congressional expectations. On the other hand, there is
evidence that congressionally mandated D&E activities have not been
given priority over non-mandated ORDS research projects.

~--With respect to our suggestions for improving the ORDS
processes, which should help to improve the utilization of D&E
results, we believe (1) there is a need for more involvement of
policymakers in the planning process, (2) planning should
include identification of the knowledge needed to be responsive to
the specific issues of concern to the Congress and other policy-
makers, (3) there is a need to arrange priorities to better assure
that the expectations of congressional mandates are mnet timely,

(4) ORDS should identify, obtain, and retain raw data from those
D&E activities where the data is likely to prove useful in future
:esea:cﬁu and should verify the data, on a sample basis, to Dbetter
assure tﬂe accuracy and acceptability of project resulis, (5) there
is a need for a control and tracking system which identifies the

interim D&E results of ongoing projects by subject matter, (6) ORDS




should take a formal position on the final results reported from each
project as to their validity, their policy implications, and how the
report should be used, (7) there should be a systematic on-going
assessment of the utilization of the results of D&E activities and
the outcomes of such utilization, and (8) there is a need for
management to more explicitly inform professional staff what is
expected of them and to get more information on how they spend their
time. N

USE OF SOCIAL RESEARCH AND

DEVELOPMENT 1IN BELPING TO
FORMULATE SOGIAL POLICY

The use of social research and development, of which demon-
strations, experiments, and related evaluations are a part, can help
to formulate social volicy. Theoretically, the results should help
by providing the executive and legislative b:ahches an adeguate
body of information to use in designing national pclicies for pro-
grams such as Medicare and Medicaid. When it works social research
and development can identify cause-effect relationships which are
essential for designing rational policy. Thus to measure this cause
and effect relationship the essence of any experiment is to allow
some factors to vary through intervention while others remain con-
stant. This can be accomplished either by observing chances in an
expe:imént over time or by focusing on the compariscn of research
results Qetween experimental gnd control groups, one receiving the
intervention while the other does not.

We do not wish to imply that verforming successful experiments
or demonstrations is an easy task. We recognize that it is extreme-
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ly difficult to hold some variables constant while varying others,
to plan for and measuze the impacts of unintended side-effects, and
to find contrql and expe:imgntal groups comparable except for the
one variable needed to determine causality. -

Nevertheless, there are general characteristics of successful
social research which will provide for better and more useful results.
To increase the chances of a successful experiment or demonstration
care must be taken to

--plan for evaluation in the early stages of the design,

--monitor the on-going progress of the experiment or demonstra-—

tion through an internal evaluation system, and
-~assure that policymakers can use the research results.

Planning for evaluation in
the design of research

It is important to establish a viable design for the expe:imeht.
Designing an experiment or a demonstration should invelve managers and
policymakers alike. Specific policymaker needs should be articulated
so that the managers can implement demonstrations and experiments which
w11l address these needs. At a minimum the design must be examined for

--gtatistical accuracy and the relevance of the sample,

--pertinence of the questions or hypotheses being tested,

--flexibility of its framework to handle the many complex

interactions among people who are the subjects of the
inéervention,

~~proper utilization of base-line data delineating the charsac-

ter of a situation before the experiment is started, and




--early integration of evaluation into the experiment o:r demon-
stration.

Designing evaluation into the experiment is an important aspect to

the potential success of the experiment. Evaluation is not an isclated

function to be designed after the experiment is unde:zway particularly

when, during .the research design phase, data systems can be intergratad

into the proposed experiment which will allow evaluators access to

zelevant research results on a timely basis.

The evaluations in particular and the experiment or demonstra-

tion in general must meet the following minimum criteria to achieve

the high quality necessary to make them useful.

--Relevance-~they must provide the information needed by a
variety of audiences, especially decisionsmakers, and must
answer the right questions at the zight time.
--Significance--the information must tell users something new and
important; it must go beyond what is already apparent to them.
--Validity=--they must p;ovide a reasonably balanced picture of the
real effects of the program or activity in question.
--Reliability--they must contain evidence that the conclusions
are not based on variations in the data which are due to
chance or inconsistent measurement.
~=Objectivity--results must be conveyed in a comolete and unblased

qanner.

Monizoring the demonstration or experiment

Through an lnternal evaluatlon syscem

We hold the view that program evaluation is an essential part of




psogram management. Evalﬁation, like internal audit, accounting sys-
tems, and other sources of @anagement information zepresents an impor-
tant means by which a manager can find out what is happening in the
organization he or she manages and in the program, demonst:atioﬁ, or
experiment for which he or she is responsible. At another lever eval-
uation can also measure the effectiveness of experiments and demonstra-
tions and provide useful informat;onvto policymakers. At the opera-
ring level, managing or monitoring an experiment or demonstration or
an ongoing program requires that an effective evaluation system be
established to provide management with information on the health of
the activity.

In engineering terms, evaluation systems are feedback mechanisms
telling us what the operating system is doing and, perhaps meore impor-
tantly, when it is deviating from our expectations. These feedback
mechanisms might include indicator systems which monitor readily
measurable outputs like peovle served and inputs like dollars spent.
They may also include a centralized control and tracking system which
identifies research results from a number of ongoing projects, inclu-
ding an ability to identify interim results.

whichever system or combinations of systems are used they must
support, the goal of improving Federal program administration by

--démcnst:ating, to the satisfaction of the oversight officials,

the extent to which a project is effectively administered; and

--supporting management in producing an effectively administered

project.




Assuring that policymakers
can use research results

Unfortunately, there are problems which hinder utilization
of social research results. Probably the most succinct expres-
sion of our Office's views as to some of the factors which might
improve utilization of results were contained in a speech given
by the Comptroller General of the United States in June 1979,
at the annual meeting of the Council for Applied Social Research,
Inc.

At that time he pointed out that recent evidence indicates
that policymakers believe social science can help them. A 1977
GAQC review of the use of social research (which includes demon-
strations and experiments) ty national policymakers disclosed
high expectations., Mcre than 70 percent of the respondents, con-
sisting of top management officials in Federal agencies, including
HEW, thought that social science should have a substantial or
very large effect on the formulation of national policy.

Qur 1977 review demonstrated, however, that there are proo-
lems in the utilization of social science research. In terms
of practice, our study showed that 45 percent of the policymakers
indicated that they were not satisfied with the translation of
research results into usable products cor into techniques for prob-
lem solving.

A number of explanations have been offered to account for

this gap between the expectations of golicymakers and the actual




utilization of social scienge research. One researcher suggested
that a major problem is that little attention is paid by reseaz:hers
to the nature of knowledge that will be most useful to policymakers,
prior to undertaking research projects. Additionally, the resear-
cher said that little attention is given by researchers to applying
criteria of policy relevance when they develop priorities for guid-
ing project selection.

Problems in the dissemination of social research information
also contribute to low utilization. A major concern is whether
or not the results of the research actually reach the appropriate
user in an understandable form. Frequently, there are no formal
arrangements for this phase of research and dissemination is
often haphazard.

The form in which the results of social research reaches
policymakers will affect the prospects for utilization. Research
reports are often written for academic au&iences rather than for
use in policymaking. Policy implications associated with project
results can only be ascertained by identifying, acquiring, and
reviewing project reports on topics relevant to policy issues.

It is for this reason that each research design should discuss
which groups of users the repoft is intended to serve.

We do not mean to suggest that utilization can be easily or

clearly measured. A study is usually just one input into a very




complex decisionmaking process. The cumulative impact of a series
of related studies in an issue area (e.g., hospital cost contain=-
ment) provides the real utilization value of the research.
Increasing the utilization of social research, such as in
the health care financing area, will not be simple and painless.
However, we have learned that an interactive process between policy=-
makers and policy researchers is a crucial factor in planning for
utilization of r-esearch results. Such a process can help assure
that policymakers are committed to use research results and that
the researchers will produce useful findings.
We have also learned that policy zesearch is more likely to
be utilized if planning for utilization is an integral part of
the research process from the beginning, We believe that such
vlanning should address and include the following:
-=Identification and definition of the‘policymake:s' problems
and policy issues needing research and the knowledge need-
ed to be responsive to these problems and issues.
--Information on the extent to which current and completed
research is helpful in understanding the problems and
issues and contributing to their resolution.
~-Identificarion of priorities to te placed on supporting
projects designed to help obtain the additional knowledge

needed.
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With this overview of the state-of-the-art of Federal social
research and develcpment activities,

including demonstrations,
experiments, and evaluations, and lack of satisfaction with related

mentioned at the beginning of amy statement.

PURPOSE AND OBJECTIVES CF
AND RESOURCES FOR

HCFA'S D&E ACTIVITIES

products, I will proceed with discussing the remaining five matters

In 1965 the Congress enacted legislation under titles XVIII
and XIX of the Social Security Act which established health finan-

cing programs for the aged--Medicare--and the poor--Medicaid.
Medicare is a nationwide health insurance program which provides
a uniform package of medical care benefits to most persons age 65

dialysis.

and over, to certain disabled persons under age 65, and to certain
workers and their dependents who need kidney transplantations or

Medicaid is a grant-in-aid program under which the Federal
Government pays part of the costs incurred by States in providing

medical services to low-income persons unable to pay for such care.
Responsibility for administering the Medicare and Medicaid

programs was initially given to HEW's Social Security Administra=-

tion and Social and Rehabilitation Service, respectively.
\

Under
a March 1977 HEW reorganization, HCFA was established and given
responsibility for administering both programs.

Ever increasing

costs for medical services combined with increasing numbers of
Medicare and Medicaid eligibles has rapidly driven up the costs
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of the two p:ograms--combinéd actual Federal costs of $6.3 billien
for fiscal year 1967 and estimated combined expenditures of $42.2
billion for fiscal year 1979. These increased costs and how they
can be constrained have been a major concern te the Congress and
the Nation as a whole.

HCFA's research and demonstration activities have evolved--
both organizaticnally and legislatively-—over the past 13 years.
Before HEW's March 1977 recorganization, the research and demonstra=-
tion activities were fragmented among several HEW components--
the Social Security Administration, the Social and Rehabilitation
Service, and the Public Health Service. Delegation of authority was
fuzzy at best. With the formation of what is now called CRDS with-
in BCFA, some of this fragmentation was alleviated. However, there
is still some sharing of responsibility in health services research
and demonstration activities with respect to HCFA and the Public
Heqlth Service, particularly in the area of long term care and gual-
ity of care issues.

The purpose of ORDS' research, demonstration, and evaluation
activities is as follows:

"The research, demonstration, and evaluation activi-

tias * * * of HCFA are intended to provide an empirical

basis for measuring the impact of health care financing

programs upon the beneficiaries, providers, and the

economy at large. This purpose is carried out through
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a wide variety of scientific investigations into the
causes of rising health care costs and into methodol-
ogies which show potential for decreasing costs with-
out adversely affecting quality of care. The results
of * * * gtudies, experiments, demonstrations, and
evaluations provide essential documentation to be
used by policy makers in considering the effective-
ness of proposed policy and/or legislative changes on
HCFA's primary goal: to encourage the most efficient
and effective delivery of health care services to pro-
ram beneficiafies."
More specifically, ORDS describes the objectives of its D&E
and evaluation projects as follows:

-="To provide recommendations and/or support for
changes in the Medicare and Medicaid authorizing
legislation included in Titles XVIII and XIX of
the Social Security Act to improve the operation
of the programs and to increase the capability
of the programs to meet their intended goals and
objectives. In the case of Medicaid, the demon-
Stration efforts are also directed towards recom-
méﬁding changes in State authorizing legislation.

--“To provide operational experience on a pilot basis

to the administering agencies (HCFA and the States)
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as the basis for developing regulations and program
procedures and guidelines to implement new legisla-
tion or to provide recommendations and support for
the revision of ongoing program regulations, policies
and operational procedures.

-="To identify areas requiring new policy initlatives at
the national, State and sub-state levels due to changes
in the state of the art, social and political changes,
technologcal innovations, and changing needs of bene-
ficiaries served. .

--"To develop new and innovative models to administer
and deliver services under the Medicare and Medicaid
programs through restructuring existing systems or
developing new systems that increasingly incorporate
the proven‘approaches of other disciplines, e.g.,
engineering, financial management, automation.

--"To develop new data bases that will provide infor-
mation previously unavailable to policy makers to
serve as the basis for program improvement.

--"Tg develop and test more cost-efficient methods
of administering the programs and delivering qual-
iéy services to eligibles under the programs to

maximize available Pederal and State resources.




-="To develop and disseﬁinate new knowledge in the
field of health care."

To carrzy out its objectives, ORDS had a total of 291 individ-
uals on board as of mid-October 1979. Thizty-one of these individ-
uals were clerical/administrative personnel. The 260 professional
persons were assigned to four organizational components: 52 to the
Office of Demonstrations and Evaluations, 103 to the Cffice of
Statistics and Data Management, 38 to the Cffice of Financial and
Actuarial Analysis, and 67 to the Office of Research.

Since COctober 1967 through September 30, 1978, a total of about
170 health care financing extramural D&E and related evaluation pro-
jects had been undertaken by CRDS and its predecessor agencies through
contracts and grants. Funding for the 170 projects during this per-
iod was about $60 million, which excludes (1) any benefit payments,
such as hospital and doctor bills, on mehalf of Medicare and Medicaid
beneficiaries participating in the D&E projects, and (2) CRDS personnel
and other costs to support the D&E and evaluation activities. Because
our review focused specifically on D&E and related evaluation projects,
the $60 million also excludes the cost of ORDS' and its predecessor agen-
cies' extramural research projects such as looking at the characteristics
of Medicaid ineligibles.

HCFé's cudgets for fiscai vears 1978, 1979, and 1280 included
$19.4 million, $31.4 million, and $46.8 million, respectively, for
extramural research, demonstration, and evaluation activities., In
addition, HCFA allccated for fiscal years 1978-1980 $7.2 millicn,
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$9.9 million, and $8.7 million, respectively, for salaries and
other expenses to support all of ORDS' activities. The 1980
amount does not include the increased personnel costs asso-
ciated with the October 1979 Federal pay raise.

AUTHORIZING LEGISLATION, LEGISLATIVE
COMMITTEE EXPEGTATIONS, AND HEW RESPONSE

To date, a total of 12 legislative provisions authorize
ORDS' health care financing D&E activities, which are carried
out in several major subject areas such as hospital cost con-
tainment, long-term care, and health systems. A table showing
these provisions and a statement of the authorized activities
under each is contained in enclosure 1 of our statement. Also,

a more detailed analysis of the legislative history and the gen-
eral congressional intent related to the CRDS demonstration and
experimental authorities and of HEW's response thereto, is includ-
ed as enclosure II.

Overall, we believe that ORDS has fallen short of the expec-
rations or raquirements of the cognizant legislative committees
of the Congress. For example, reports to the Congress have not
been submitted at the dates specified by law and when reports
were supmitted they did not meet all of the specifications con-
rained in the law and/or committee reports.

The Senate Finance Committee report related to the experi-
ments authorized by section 402 of the Social Security Amend-

ments of 1967 (Public Law 95-248), did include some suggestions
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for incentive reimbursement .for physicians' services. Other-
wise, before the enactment of the Social Security Amendments of
1972 (Public Law 92-603), congressional expectations with respect
to HCFA's research, demonstration, and evaluation activities were
rather broad. With the enactment of the 1972 amendments, however,
congressional expectations became more specific.

Under section 222 and 245 of that law, the statute and/or the
legislative committee reports focused on experiments and demon-
strations in six areas.

--Prospective reimbursement systems for institutional pro-

viders, such as hospitals, with a full report to the Con-
gress on the results, including recommendations, by July 1,
1974.

-~BEffects of eliminating the 3-day prior hospitalization
requirement for Medicare beneficiaries to receive covered
care in skilled nursing facilities,

-=-Utilization of lower level institutional care and home-
maker services as an alternative to the more costly post-
hospizal nursing home benefits provided under Medicare.

~--The possible desirability of adding ambulatory surzgical
cénters as providers of service under Medicare with speci-
fi; demonstrations to determine the best way for paying for

care in such facilities.
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--The most‘appzopriate,and equitable methods of compensating
for the services of physicians' assistants.

--Various methods of paying for durable medical equipment
(such as wheelchairs, canes, and walkers) under Medicare
which would avoid the unreasonable costs resulting from
prolonged rental payments for such items which often exceed
purchase price.

With respect to prospective reimbursement, the Department's
August 1974 report to the Congress was limited to observations
based on a descriptive analysis of the Nation's prospective rate
experience together.with an outline of the Department's plan for
further study and testing.

Although noc report has been issued to the Congress meeting
the specifications of Public Law 92-603, HCFA contends that the
Administration's Hospital Cost Containment proposals in 1978 and
1379 regreseﬁt a strong indication of the direction HEW believes
the Congress should go in the area of prospective reimbursement
in that such a system should be mandatory, cover all payors, and
focus on total hospital expenditures and/or revenues. As mention-
ed later, ORDS believes that its demonstrations undertaken under
Public Law 92-603 had significant impact on these conclusions.

Witﬂ respect to the other types of experiments discussed
in the 1972 amendments and related committee reports, we find

even less responsiveness to congressional expectations.
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--I1t was not until April 1977 that ORDS issued a request
for proposals for experiments on the effect of eliminating
the 3-day prior hospitalization requirement. The three
experiments will not be completed until December 1980.

--We know o0f no experiment undertaken which wculd meet all the
specifications in the Senate Finance Committee report rela-
ting to intermediate care and homemaker services, although
some have been undertaken involving homemaker services.

-=In Dacember 1977 an evaluation report was issued by a HCFA
contractor which was generally responsive to congressional
concerns relating to the desirability of adding ambulatory
surgical centers as providers of services under Medicare.
The report, however, did not recommend the best way for
Medicare to reimburse for such services as expected by
the Congress.

--The results of an evaluation of an experiment to deter-
ﬁine the best method for compensating ohysicians' assis-
tants was issued about five and one=half years after pas-
sage of the 1972 amendments and about 3 months after the
Congress had already acted on the matter with respect to
;ural health clinics.

--The problem of unreascnable expenses resulting from pro-
longed rentals of durable medical equipment--particularly

inexpensive items such as walkers, canes, and bedside com-
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modes--continues to exist. An experiment was initiated
4 years after the enactment of Public Law 92-603 and a
report was issued in March 1980.

In more recent legislation enacted in 1977 and 1978, the
Congress has tended to be specific as to its expectations'on demon~-
strations and experiments and has also established specific dates
as to when the related reports were to be submitted. For example,
the Rural Health Clinic Services Act (Public Law 95=-210), approved
December 13, 1977, mandated demonstration projects on a cost-reim-
pursement basis for physician-directed clinics in urban medically
underserved areas involving services provided by physician assis-
tants or nurse practitioners. The law requires a report to the
Congress no later than January 1, 1981. In September 1978, ORDS
awarded a contract to evaluate privately funded demonstrations
involving five cities which ORDS believes is partially responsive
to the mandate for urban cliﬁic experiments. However, as of March
1980, ORDS has not been able to implement any projects under this
demonstration authority which would be fully responsive to the
mandate because of staff and funding shortages. As discussed later,
we noted that after the enactment of Public Law 95-210, ORDS awarded
a number. of research contracts and grants that, in our copinion, were
unrelateé to the mandated issues.

Public Law 95-292, approved June 13, 1978, which was aimed

at improving Medicare's End-Stage Renal Disease program, included
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requirements for seven experiments and/or studies with a report to
the Congress by October 1, i979. The specific demonstration author-
ity delegated to ORDS under the act pertained to carrying out pilot
projects at selected locations in the country involving the pur-
chase of new or used renal dialysis equipment for home dialysis
treatment.

In January 1980, BEW did submit a report to the Congress
providing information on the status of various experiments and
studies required by Public Law 95-292, but it contained few
results and conclusions. With respect to the specific demon-
stration authority delegated to CRDS, the agency believes
that one demonstration initiated in September 1977, at only
one location, meets the thrust of the 1978 law. In our opinion,
however, it falls short of meeting all the specifications in
the statute,

ACFA PERCEPTIONS AS TC THE

QUTCOMES OR IMPACT QF ITS
D&E AND RELATED EVALUATION ACTIVITIES

One basic guestion raiéed by the Subcommittee relates to meas-
uring the outcomes or impact of the HCFA demonstrations, experi-
ments, and related evaluations in terms of legislative or policy
initiati&gs or other benefits..

This presented a difficult problem for us because ORDS and its
predecessor agencies had not maintained data on a systematic basis

which would provide this information. As a result, at our request, ORDS
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personnel for the past year have been engaged in retrospectively

developing an’"impact" statement which is designed to show the

extent that the approximately 170 extramural demonstration,

experiment, and related evaluation projects had influenced such

things as

--proposed legislation either by the Administration or con-

gressional sponsors (Legislative Impact),

-=-policy changes in such areas as provider reimbursement

(Policy Impact),

-~developing new projects or broadening the scope of the

study (R&D Impact),

~--modification to State Medicaid programs or retention of

demonstration practices by local service groups after

project termination (State or Local Impact),

--adoption by the industry or the professional community

of project methodologies (Professional/Industry Impact).

we

reviewed ORDS' impact statement which was received on

May 2, 1980, and summarized the number of the projects and the amount

of their

funding for each major issue area such as hospital cost con-

tainment and long term care. We then matched the projects and their

costs with the indicated cutcome or type of impact. Usually CRDS'

analysis
than one
erations

value of

of a project or group of projects showed an impact of more

type such as having an influence on both HCFA policy consid-

and on svecific State programs. In that case, the total

the project or projects was gosted to 2ach of the two
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indicatad impacts. The zesults of the analysis and a summary of the
indicated impacts is contained in enclosure III.

In terms of level of effort, expressed as the dollar value of the
projects, the ORDS statement indicated that about 60 percent of the
level of effort had legislative impact and 55 percent had policy impact.

We requested ORDS to provide us supporting documents s that we
could verify the described impacts of the demonstration and evaluation
projects. However, ORDS did not furnish us the final impact statement
or the listing of suppo:tihg documents until May 2, 1980. Therefore,
we have had insufficient time to independently validate the indicated
impacts eﬁcept in a few cases where (1) the supporting éocuments pTo-
vided a clear link between certain projects and agency testimony on
proposed legislation or (2) prior or ongoing GAO studies tended to
support or cast doubt on the ORDS claims.

In some cases the'iﬁdicated legislative impacts appeared to have
had no effect ot a negative effect in terms of ccongressional expecta-
vrions. For example, one indicated legislative impact invclved with=
holding any recommendation on a legislative proposal to remove the
3-day prior hospitalization requirement for s;illed nursing cace cover-
rage under Medicare until an CRDS demonstration project was completed.
This gaﬁticular demonstration, which was specifically requested in the
House and Senate Committee reports on the Social Security Amendments of
1972, was initiated 5 years later and is expected to Dbe completed in

Cecember 1980.




In another instance, the indicated legislative impact involved
getting additional mandated.demonst:ation authority in a law passed
in 1978, which ORDS has neither used nor complied with. |

In addition to the problem of not being able to validate the
indicated impacts because of a lack of supporting data, ouzr review
of final reports on 18 of the approximately 70 completed projects as
of September 30, 1978, showed that it would be difficult to direc-
tly relate most reports to the indicated impacts because:

--At least seven reports highlighted reservations as to the
conclusions to be drawn because of the limitations on the
geographic areas or populations covered in the experiment
0r bDecause the intended objective for the project-—-to be
able to apply the results elsewhere--had not been met.

-=four evaluation reports related to certain experiments seemed
to focus on weaknesses in the methodology and design of the
experiments themselves, instead of on the conclusions that
could be drawn from them.

We recognize that the cumulative knowledge gained from a series
of related experiments and their evaluatiocns could tend =c offset the
effect of the reservations and limitations in the individual reports
we :evie&gd. Nevertheless, we bellieve that the inconclusiveness of
individual reports indicates the inherent difficulty of attempting
to measure impacts without a systematic ongoing assessment of the

actual utilization and outcomes of D&E activities,
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DESCRIPTION OF THE PROCESSES
M
IN CARRYING OUT ORDS' D&E ACTIVITIES

ORDS' efforts to support health care financing demonstra-
tions and experiments involve the following processes: budget
and project planning, project design and selection, monitoring,
evaluation, and dissemination of results. I will now briefly
describe each of these processes as they functioned during our
review. A more detailed description of the processes is con-
tained in enclosure IV of our statement.

Budget and Project Planning

The planning and budget process starts about 2 years before
rhe contract and grant projects will be awarded. The work-
spending plan for ongoing projects to be continued and new-start
projects is developed about 10 to 12 months later. The work plan
is organized according to major subject matter areas, such as hos-
pital costs, physician reimbursement, and long term care, in which
ORDS feels its resource allocations should be distributed.

Project Design and Selection

This function is slightly different for grants than for con-
tracts. The grants cycle is initiated with the publication of a-
grants prochure describing the priority areas (e.g., long term
care) in:which research and development grant applications will be

considered. The contract cycle begins with publication of a request

25




for proposal (RFP), which establishes the parameters for the design
of the project. '

Review panels assess grant and contract proposals received and
prepare evaluation reports on competing proposals, including a rank-
ing of acceptable proposals. These reports are used by the ORDS
Director in deciding which grant proposals will be funded and by the
contracting office to select projects and negotiate contracts accord-
ing to competitive procurement requirements.

Monitoring

After a D&E contract or grant is awarded, a project officer
monitors the project through several means to identify and resclve
problems and assess compliance with grant or contract requirements.
Evaluation

The results of demonstrations and experiments are evaluated
through (1) an independent contract awarded to evaluate one or more
projects or (2) a separate evaluation component built into a D&E
grant whereoy the grantee may perform the evaluation itself or
through a contract with another organization.

CRDS' Cffice of Demonstration and Evaluation (ODE) administers
independent evaluations of contract D&¢E projects and receives and
approvesxplans and/or RFPs for evaluations conducted by D&E grantees.
The QODE project officer administers an evaluation of a contract D&E
project the same way as a contract D&E project--i.e., develoos and

designs the RFP, assesses the proposals received, participates on
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the contract review panel, monitors the awarded evaluation con-
tract, and reviews the interim and final reports.

Dissemination

Contractors and grantees are required to furnish ORDS final
project reports on the results of the demonstrations and/or eval-
uations they conduct. After the reports are received, informa-
tion about them is disseminated by ORDs through formal and/or
informal means. Formal means primarily consist of

--sending abstracts of the final repcrts to the National Tech-

nical Information System of the Department of Commerce; and

-=-including information about the reports in (1) HCFA's annual

report on its research and development activities, (2) HCFA
and other HEW publications (e.qg., Health-United States and
‘the HCFA Review), and (3) presentations and speeches made
by HEW and HCFA officials at various forums.
The informal means for disseminating information about final
project reports usually consist of
-~-discussions among ORDS managers and HCFA program managers
during meetings not necessarily convened solely for the
purpose of discussing these reports, |

-—él;cussions among project officers and persons they know

to have an interest in the projects and with whom a close
working relationship exists, and

-~3ctivities initiated by demonstration grantees such as 3tate

agencies.




SUGGESTIONS FOR '
IMPROVING ORDS PROCESSES . '

We believe that the following modifications to ORDS processes

should help to improve the utilization of D&E results.
l. Involvement of policymakers and program
ofticials 1in planning Process

As discussed at the beginning of our statement, an inter-

active process between policymakers (which includes program
officials) and policy researchers is z crucial facter in plan-
ning for utilization of research results.

In the early stages of this review, we concluded that there
was limited involvement of HCFA program officials in the work
planning process on a systematic basis. Because these officials
must necessarily be involved in assessing the implications of the
results of D&E activities for changes in policy and procedures
and would be responsible for putting these changes into effect,
we believed their input in the early stages was important.

In December 1979, ORDS sponsored-—for the first time--a
conference attended by ORDS managers and HCFA program officials
in headquarters. This conference provided an opportunity for
interaction concerning (l) vrojects planned for fiscal years
l9éo‘and 1981, (2) what ORDS had learned from projects completed
or underway, (3) the issues still to be studied, and.(4) the
program officials' concerns with ongoing and proposed D&E pro-

jects and their perceptions of policy issues needing study.
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Hopefully, this type of interaction initiative will facilitate
more utilization of QRDS project results by policymakers and
could be expanded to bring in Office of the Assistant Secretary
for planning and Evaluation officials, the HCFA Administfato:,
State Medicaid administ:éto:s, congressional staff, and health
care industry officials.

Planning should consider the kncwledge

needed to be responsive to speclfic

policy lssues belng examlned

Also, we believe long and short term planning should include
identification and definition of the policymakers' problems and
policy issues needing research and the knowledge needed to be
responsive to these problems and issues on a timely basis. We
further believe that the plans and related project designs should
show how each proposed project will help meet such needs.

The planning documents which we reviewed primarily
reflected short term planning and were financially orienzed
and did not specifically identify and défine the types of
knowledge that would be most useful to the Ccongress and other
policymakers. Fof example, these plans did not identify the
knowledge needed to be responsive to the specific concerns
ané‘policy issues identified in relevant legislative committee
reports and did not identify how each proposed project would
help tc attain the knowledge needed. Nor did they indicate
the extent to which current and completed zesearch could te
nelpful to understanding the protlems and issues.
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As previously discussed, we believe that designing evalua-
tion into an experiment increases the chance of a successful exper-
iment. This was not done in earlier evaluations of prospective reim-
bursement systems that had been established without Federal assistance.
However, our review of more recent work plans indicated that often
the evaluation function has been considered in the planning and
design phases.
3. Need to adjust processes

to adapt L0 congressionally

mandated demonstrations and
experiments

In recent years the Congress has tended to be more specific
on spelling out in the law as well as in committee reports its
expectations as to the demonstrations it wanted to ote done
and also established specific dates for HEW to submit reports
on the projects. HEW has fallen short in meeting congressiocnal
expectations for such mandated demonstrations and we beliave
that ORDS needs to adjust its processes to adopt to the realities
of such mandates. For example, Public Law 95-210, approved in
December 1977, required demonstration projects for physiclan-
directed clinics in urban medically underserved areas with
a report to the Congress no later than January 1, 1981. We
we:é told that CRDS has not been able oo implement projects
that meet all congressional specifications because of statf

and funding shortages.
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Similarly, as previously stated, we believe that none
of the ongoing demonstZaticns meet the specifications of the
experiments required by section 1881l(f)(l) of the Social
Security Act (added by section 2 of Public Law 95-292) which
had a reporting date by October 1, 1979. According to HCF3,
when Public Law 95-292 became effective, it was too late to
request funds for the mandated studies as part of the Depart-
ment's fiscal year 1979 budget, and additicnal funds for the
1979 supolemental and the fiscal year 1980 appropriations
were denied. Also, HCFA felt that the October 1, 1978, report
date in the bill was unrealistic.

While we are not sure at which stage in the ORDS process
adjustments should be made to adjust its priorities to recog-
nize such mandated demonstrations or experiments con a timely
basis, we noted that after the enactment of Public Law 95-210
in December 1977, CRDS awarded a number of research contracts
and grants that, in our opinion, were unrelated to the mandatad
issues. For examgle, in Januarzy 1978, CRDS awarded a $139,000
research contract to the Blue Shield Asscciation to analyze
Medicare and private business claims data.

Similarly, after the enactment of Public Law 95-292, CRES
awaéded a $121,000 grant to support (1) the completion of a ook,
suitable to medical schocl curziculum committees and to indi-

vidual faculty members, on the subject of comprehensive guality
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assurance and cost-containment in the health field and (2) a
$115,000 grant to study the process, effectiveness, and costs
of the Medicaid Early and Periodic Screening, Diagnosis and Treat-
ment program in Southeastern Pennsylvania.

Although we are not in a position to make value judgments as
to the relative significance or importance of such research as
compared with the reguired demonstrations and experiments, it seems
to us that activities specifically mandated by law should receive
top priority somewhere in the glanning and project design processes.

Data Retention and Validation

Of the 18 completed reports we reviewed, 14 were based
in whole or in part on raw data developed by the contractor
Oz grantee. ORDS does not ordinarily obtain and retain such
raw data--although the Federal Government has helped pay for
it. We pelieve that on a selective basis, data generated by
contractors or grantees under one demeonstration or evaluation
project could prove to be useful in other reseazxch.

For example, cne report we reviewed involved a pilot pro-
ject designed to test the feasibility of furnishing ocut~of-
hespital prescription drugs to an elderly povulaticn. Although
the- study was very limited in scope, the data developed by the
coné:acto: could be used in any further studies planning a drug
benefit for the elderly or for naticnal health insurance. There-

fore, we believe that ORDS should review the project results
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with the view towa:zd i&entifying, obtaining, and retaining the
raw data from those demonstraticns and experiments where the data
is likely to prove useful in future reseacch.

We were also told that ORDS generally accepts the analy-
ses of the data developed during a demonstration or experiment
without verifying or validating it to better assure the accur-
acy and -celiability of the results. In our ceview of completed
project reports, we noted at least three evaluation reports--
including one evaluation of an ORDS experiment--where the con-
tractor or grantee highlighted deficiencies in the data used.
In the latter instance, the contracter recommended:

"Experimental designs should include specified data

validation procedures that ensure equity to sponsors

and participants, Moreover, data validation activ;—

ties should be conducted by an independent third

party * * * "

We believe that to better assure the utilization and
acceptability of project results, some verification of data
on a sample basis should be undertaken by CRDS.

Need for contzol and tracking system.

Section 402 of the Social Security Amendments of 1967,
as amended, reguires that new proposed projects be evaluated
by competent specialists with respect to the proposed vroject's

celationships with other completed and ongoing orojects. We
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believe this concept has applicability to cther D&E projects
carried ¢ut under other authorities as well and CRDS officials
told us they ofﬁen do this. In order to better establish such
relationships, we believe ORDS needs a centralized contzrol and
tracking system which would monitor the demonstration or experi-
ment thzough an internal evaluation system and which would iden-

tify the interim D&E research results of ongoing projects by sub-

ject matter. Such a tracking system, in turn, would Zequire better

information from the ORDS monitering function as to the interi
resules.

We understand that ORDS is considering an automated cen-
tralized tracking system for its contracts and grants; however,
this proposed system apéea:s to focus on procurement and finan-
cial matters and not on interim results of ongoing projects by
subject matter.

We believe that ORDS, in designing such a system, should
provide for identification of interim D&E results and should
prepare periodically and make available a report showing all
ongoing projects and any interim results identified. Such a
system shoﬁld also be used to provide the Congress with current
information on HCFA's D&E activities.

CRDS assessment or reaction
to ¢ompleteq projeces,

Qur review of a sample of 18 final reports showed that ORDS

did not follow the practice of preparing a position paper con-
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Laining some reaction or advice to management as to the con-
tents oz'apprcpriate use to be made of the final report. We
believe that to facilitate the utilization and acceptability
of ORDS D&E results, ORDS should take a formal position on
the results reported from each project. As a minimum, we
believe that ORDS should develop a statement as to the valid-
ity of the results of every feport, what the policy implica-

tions are, how the report should be used, and the potential

users of the report. 1In our opinion, such a formal assessment

of completed projects would also help to (1) identify on a time-
ly basis project results worthy of disseminating to appropriate
and interested congressional parties and (2) identify, over a
period of time, those contractors and grantees that tend to
produce the most satisfactory results.

Systematic assessment
of outcomes.

As discussed previously, ORDS has been attempting to
retrospectively identify and assess the outcomes or impacts
of its D&E activities and has had some difficulty doing so
as well as in supporting the indicated impacts. We believe
that there should be a systematic ongoing assessment ¢f the
utilization and outcomes of DsE activitiss. In addition to
the basic questions of accountability and of justifying the
funds requested and spent on such activities, a systematic

assessment could alsoc provide important opportunities for
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learning why p:oducts Qere used or not used.

For example, if products were not used because

--the results were not obtained from a nationally :epte-

sentative sample,

--quality of care was not considereé, or

-—the cost of broader implementation was not estimated,
theﬁ strategies could be developed to ensure that these prob=-
lems do not occur in future projects. Such learning could
provide opportunities to improve the design and performance
of ongoing or future projects.

Management of staff resources

ORDS management told us that project cfficers spend less
time on their projects than they should because of other requir
ments placed on their time--e.g., responding to requests for
information from the Congress and others, writing speeches,
and general administrative matters. We we:; unable to verify
the amount of time project officers devote to these activities
unzelated to their projects because ORDS does not have quanti-
fiable information on how they spend their time.

We believe that ORDS should establish procedures to
accpunt fo: rhe amount of time its staff, particularly gro-
ject officers, spend in carrying out their varicus tasks.

Such procedures should benefit management in that it would

be better able to assess staff resource needs.




Prior to our teviéw, the Office of Demonstrations and
Evaluations requested é contractor to identify and assess
its management problems and then develop a training course
to address the problems identified. Some of the problems
which the contractor identified in his February 1979 rceport
were (1) project officers felt that, while they are given
the responsibility for a project, they did not have the
necessary authority %o manage the project properly and (2)
they perceived a lack of uniformity among superiors in stan-
dards by which project management is evaluated and thus they
were not sure what management expected of them in performing
their work.

Likewise, during our interviews with ORDS staff, we were
told that project officers had no guidelines which identified
ORDS management's expectations of them in terms of their speci-
fic technical, non~procurement related responsibilities in
carrying out D&E activities. Without a common understanding
of project officer responsibilities and supervisors' expecta-
tions regarding project management performance, there is no
assurance that projects are being managed on a consistent and
sati;factory basis. Because nearly all of ORDS' D&E projects
are multi-year projects and because of high personnel turnover,
no one person has generally been responsible fer a project

from its beginning to its end.




An ORDS division manager also told us that every CORDS
manager does not apply. the same performance standards when
looking at project mandgement. For example, this manager
said she allowed project officers to work independently
and correspond with contractors and grantees without the
correspondence having to be reviewed and approved by her;
whereas, some other managers exercise more control,

According to ORDS, it plans to develop a project officer's
handboock to provide guidelines on what management's sexpecta-
tions are regarding their technical and procurement respon-
sibilities in carrying out D&E activities. We believe this
would be a good step forward toward improving consistency in
management. However, we believe that ORDS should also estab-
lish standards of performance by which project officers and
managers can be evaluated for project management. In our opin-
ion, the handbook and performance standards would be toocls that
ORDS could use to better assure control over consistency in
project management, to improve communication between managers
and project officers, to help assure consistency in feedback tc
project officers' and managers on their individual performance,
and to assist ORDS management in assessing ﬁroject managemant

o

problems and staff resource neads.
Mr. Chairman, this concludes our statement. We will be happy to
answer any questions that you or other Members of the Subcommittee might

have,




ENCLOSURE I

ENCLOSURE 1I

LEGISLATIVE AUTHQRITIES FCR

THE QFFICE OF RESEARCH,

DEMCNSTRATIONS, AND STATISTICS'

RESEARCH, DEMCNSTRATIONS, AND EVALUATION ACTIVITIES

Legislative authority

Social Security Act:

Section 1110

Section 1115

Section 1875

Section 1881(f)(1l),
added by section 2
of Public Law 95-292

Social Security Amendments
of 1967 (Public Law 50-248):

Sec&ion 402(a)

Authorized activity

Support research and demonstra-
tion projects to promote the
objectives of the programs under
the act.

Support experimental, pilort,
and demonstration vrojects and
waivers to promote the objec-
tives of the programs under the
act in the States.

Conduct szudies and develop
recommendations to increase the
efficiency and economy of the
Medicare program.

-Initiate and carry out pilot pro-

jects involving financial assis-
tance for the purchase of new

or used durable medical ecuiop-
ment for renal dialysis. Report
required Cctoter 1, 1979.

Suppcrt exceriments and demon-
stration croiects dealing with
alternative methods of preovider
reimbursement-=-sgecifically,
incentive reimpursement.
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Legislative authority

Soecial Security Amendments
of 1967 (Public Law 90~248):
{cont.)

Section 402(a}), as
amended by section
222(b) of Public
Law 92-603

Section 402(a), as
amended by section
17(d) of Public
Law 95-142

Social Securizvy Amendments
of 1972 (Public Law 92-6Q3):

Section 222(a)

(%]

ENCLOSURE I

Aurthorized activity

Supvort a broad range of experi-
ments and demonstration projects
encompassing certain complex
areas, including negotiated rates
and other alternative reimburse-
ment methods for physicians;
State ratesetting for institu-
tional providers; fixed-price

or performance incentive con-
tracting with intermediaries
and/or carriers; and resimburse-
ment for clinical psychelogists,
physician extenders, intermediate
care and homemaker services, and
other noncovered services such
as ambulatory surgical centers.

Develop or demonstrate improved
methods for the investigation
of fraud in the provision of
care or services under the
health programs established by
the Social Security Act.

Support experiments and demon-
strations to determine the rela-
tive advantages and disadvan-
rages of various alternative
me+hods of making payment on a
prospective basis to providers
of health care services under
the Medicare, Medicaid, and
Maternal and Child Health and
Crippled Children's Services
orograms authorized under the
Social Security Act. Report to
the Congress reqguired by July 1,
1274,
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Legislative authority : Authorized activity

Social Security Amendments
of 1972 (Public Law 92-603):
(cont.)

Section 245 Conduct research designed to
' eliminate unreasonable expen=-
ses resulting from prolonged
rentals of durable medical

equipment.
National Health Planning
and Resources Development
Act of 1974
(Public Law 93-641):
Section 1526 Make grants to State health

planning and development agen-
cies to demonstrate the effec-
tiveness of those agencies in
requlating rates for the pro-
vision of health services.

Section 1533(4) Develcp uniform systems for
classifying and setting rates
for health care providers and
to establish uniform accoun-
ting and reporting systems to
facilitate the calculation of
volume, costs, and reimburse-
ment rates for services.

Public Law 95-2140, Conduct demonstration projects
Section 3 to reimburse on a cost basis

for services provided by phys-

ician-directed clinics in urban

. medically underserved areas and

: } for services orcvided by a phys-

- ician assistant or nurse prac-

titicner employed by such clin-
ics. Report to the Congress
required by January 1, 1981l.




ENCLOSURE II ENCLOSURE II

AUTHORIZING LEGISLATION,

LEGISLATIVE COMMITTEE EXPECTATIONS, AND

HEW RESPONSE

To date, a total of 12 legislative provisions authorize ORDS'
health care financing D&E activities, which are carried out in sev-
eral major subject areas such as hospital cost containment, long-
term care, and health systems.

Before enactment of the Social Security Amendments of 1972
(Public Law 92-603), congressional guidance with respect to HCFA's
research, demonstration, and evaluation activities was rather broad.
For example, the original 1965 Medicare law provided authority "to
carry on studies and develop recommendations" to increase the effi-
ciency and economy of that program.

Section 402 of the Social Security Amerndments of 1967 (Public
Law 90-248) authorized HEW to develop and engage in experiments
with respect to Medicare and Medicaid under which physicians who
would otherwise be paid Sn the basis of reascnable charges and
institutional providers which would otherwise te paid on the basis
of reasonable costs could be paid on an incentive basis in any
manner agreed upon by HEW and the provider. The objectives of
such inééntives would be to increase ﬁhe efficisncy and eccnomy
of healtg services without adversely affecting the quality of
such services.

The porticn of the related Senate Finance Committee report per-
taining to section 402 contained some suggestions for experiments

4




ENCLOSURE II ENCLOSURE 1II

such as
--a combined system of Medicare reimbursement for group
practice prepayment plans (the predecessors to Health
Maintenance Organizations) to cover beth physician and
hospital service, and
-=payments for physician services under Medicare on the
basis of fee schedules.
HEW undertook to carry out the first suggested experiment, but
to the the best of our knowledge, not the other.

The 1967 Senate ceport also called for the develooment of
appropriate and effective measures of the efficiency and gquality
of health services with which to measure the success of the experi-
ments.

Wwith the enactment of the Social Security Amendments of 1972,
congressional expectations in the area of experiments or demon-
trations became more specific. ’

Under section 222 of the law, the legislative Committee reports
focused on the following five areas:

1. Prosvective reimbursement systems for institutional
providers

Although the Committees recognized that the existing retro-
spective- reasonable cost method of reimbursing providefs under
Medicare provided no incentives for efficiency, they guestioned
whether any rates set under a prospective reimbursement system

would result in Federal reimbursement at levels lower than--or
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as low as--that which would result under the existing system.

The Committees also were concerned with possible cutbacks in
quality of care and expected that the development of adegquate,
widely agreed upon measures of quality of care would be needed
and should be developed by the Department, The Committees further
expected that the prospective reimbursement experiments or demcn-
strations would be carried out in sufficient scope to give assurance
that the results would apply generally.

Under the law, the Department was to submit to the Congress
no later than July 1, 1974, a full report of the results of its
experiments and demonstration projects as well as an evaluation
of other programs with respect to prospective reimbursement.

Also, the HEW report was to include detailed recommendations with
respect to the specific methods that might be used in the full
implementation of a prospective reimbursement system.

The law also authorized experiments, demonstrations, and eval-
uations involving negotiated rates and various payment arrangements
for health services under State laws.

Although the Department's May 1973, implementation plan for the
section 222 demonstrations did not anticipate a complete report invol-
ving anf new experiments by July 1, 1974, it did anticipate issuing
a reportvbased on'carrying out "a comprehensive evaluation and anal-
yéis of existing, pending and past prospective payment systems."

The August 1974, report to the Congress on orospective reim-
sursement fell short of even the Department's expectations, however,

8
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because it was generally limited to observations based on a
descriptive analysis of the Nation's prospective rate experience
together with an cutline of the Depaztment's plan for further
study and testing.

A widely distributed July 1977, HCFA report entitled "Research
on Bealth Care Financing” updated the results of its studies on pro-
spective reimbuzsement and presented the following elements which
HCFA believed to be essential to an efficient system:

1. All hospitals within a given system should submit accounting

and reporting data based on uniform systems.

2. Health planning and ratesetting should be closely coordinated.

3. Prospective ratesetting systems should focus on total

hospital expenditures including utilization factors.

4. Prospective ratesetting systems should cover all payors.

5. Hospital participation in prospective ratesetting systems

should be mandatory.

6. Statistical screens should be established to determine

what hospital costs are reascnable.

~J

. An appeals or exceotions process should be creatsd to
allow hospitals the opportunity to rectify what they
. believe to have been an inappropriate decision.
Similarx info:mation was also provided in congressional testimony in
June 1977.
Although no repcrt has been issued to the Congress meeting
the precise specifications of section 222, HCFA contands

7
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that the Administration's Hospital Cost Containment Proposals in

1978 and 1979 represent a strong indication of the direction HEW
believes the Congress should go in the area of prospective reim-
bursement. For example, prospective ratesetting should be manda-
tory and cover all payors and should focus on total hospital expen-
ditures and/or revenues. On the other hand, congressional expectations
for the development of adequate, widely agreed upon measures of
quality of care have not been realized, and we are aware of nc spec-
ific experiment or demonstration to develop such measures. According
to the Director of HCFA's Health Quality andé Standards Bureau, the
term "quality of care" has not been defined.

2. Effects of eliminating the 3-day prior hospitalization
requicement tor Medlcare skilled nursing racilities

Although not specifically mentioned in section 222 of Public Law
92-603, the related reports of both the House Ways and Means and the
Senate Finance Committees expressed concern about the difficulties
rhe 3-day prior hospitalization requirement presented to some benefi-
ciaries needing skilled nursing care. The reports stated that the
Committees expected HEW tc undertake experiments to determine the
effects of eliminating or reducing this regquirement. The Department’s
May 1973, implementation plan included no specific reference to this
issue. ‘Et was not until April 1977, that HCFA issued a request for
proposals on this subject. According to ORDS, the three experiments
will not be completed until December 1980. In this regard, we

noted that HCFA's indicated legislative impact for this study
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was to withhold any recommendation for congressional action
on the 3-day prior hospitalization requirement until the study
was completed.

3. Intermediate care and homemaker services

Public Law 92-603 and the related Senate Finance Committee
report, pertaining to section 222, specifically expressed interest
with the use of lower level institutional and homemaker services
as an alternative to the more costly post-hospitals benefits then
and now provided under Medicare.

Although the Department's May 1973, implementation plan char-
acterized this as a "higher priority" activity and there have been
demonstrations involving homemaker services for Medicare patients,
as of January 1980, we could identify no project undertaken which
would meet all the specifications in the Committee report.

4. Ambulatory surgical centers

Section 222 and the related Senate Finance Committee report
specifically discussed the possible desirability of adding ambula-
tory surgical centers as providers of service under Medicare.
According 'to the report, the Committee expectad HEW to conduct a
study of various types of facilities providing surgery to ambulatory
patients and then enter into a demonstration project to determine
the best‘way of paying for care in such facilities under Medicare.

In December 1977, an evaluation report generally resgonsive

to the Committee's concerns was issued by a HCFA contractor, except
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that the report d4id not recommend the best way for Medicare to
reimbuzrse for such services. In any event, bills zeported to the
Senate on August 11, 1978, (H.R. 5285) and on December 10, 1979,
(B.R. 934) contained provisicons authorizing Medicare payment for
surgical procedures on an ambulatorzy basis which the findings in

the HCFA evaluation report would tend to support. However, since
neither Pinance Committee zeport mentioned the study and the con-
gressional sponsor declined to confirm its influence on the proposed
legislation, we are unable to comment on 1lts responsiveness.

5. Physicians' assistants

According to the Senate Finance Committee revmort on section
222, a purpose of this provision was to authorize demonstration
orojects to determine the most appropriate and eguitable methods
of compensating for the services of physiclians' assistants (some-
times called para-medics or primary care practitioners). The objec-
tives were the development of non-inflationary alternatives which,
if acceptaed, would not impede the continuing efforts to expand the
supply of gqualified physicians' assistants.

BEW's Mav 1373, implementation olan gave this project a "higher”
priorizy and a contract was awarded in 1974 to determine uncder what
circumstances payment for physicians' assistants sezvices would
be app:oé:iate. '

In Cecember 1977, the Congress passed Public Law 95-210 which

set forth the methods of compensating physicians' assistants unde:
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Medicare and Medicaid in rural health clinics on a cost-related
basis. According to CRDS, the final report on the evaluation of
the section 222 project was issued sometime in March 1978--or
about 3 months after the Congress had acted cn the matter.
However, ORDS was able to provide some interim information %o
the Congzess in 1977 on how physicians' assistants were distri-
buted around the country.

Duzable Medical Equipment

In addition to the specific areas of interest for demcnst:a-
tions and experiments expressed in the Committees' reports relating
to section 222 of.Public Law 92-603, section 245 of the bill autho:-
ized HEW to undertake experiments in various methods of paying for
durable medical equipment, such as wheel chairs and hospital beds,
used in a patient's home under part B of Medicare. According to
the Senate Finance Committee revort on this section, the specific
congressional concern related to a May 1972 GAC study which showed
that prolonged rental pavyments for such items often exceeded the
gurchase price.

An experiment to implement section 245 was initiated in October
1376, and the final report was issued in Mazrch 1980. In the meantime,
howevef; in October 1977 the Congress, apparently dissatisfied with
HEW progress in this area, included section 16 in Public Law 95-142--
"The Medicare-Medicaid Anti=-Fraud and Abuse Amendments." This section

modified the method of payment for durable medical eguipment effactive

11




ENCLOSURE II ' ENCLOSURE II

Qctober 1, 1977, by requiring HEW to determine on the basis of
medical evidence, whether the expected duration of need warrants

a presumption that purchase'would be less costly or more practical
than rental. Where such a presumption can be made, HEW should A
require the purchase and should provide reimbursement on the basis
of a lump-sum payment or a lease-purchase arrangement. According to
ORDS, final regulations incorporating the results of the demonstra-
tion project have been developed but not yet issued.

Cur ongoing survey of the implementation of section 16 of Pub-
lic Law 95-142, in HEW's Region I (Boston)}, clearly indicates :hat
congressional expectations with respect to solving the problem of
unreasonable expenses to Medicare resulting from prolonged rentals
of durable medical equipment have not been met.

Although the reimbursement issues now are more diverse, complex,
ana controversial than they were at the time of our prior study in
1972, the Medicare carriers, equipment suppliers, and researchers
seem to agree that relatively inexpensive items--say less than §75
and $100--should always be purchased rather than rented. Nevertheless,
cur survey at Medicare carriers serving Rhode Island, Vermont, and
New Hampshire showed that, because HEW had not ilssued regulations
implementing section 16, as late as December 1379

--Qalkers costing $20, with a monthly rental of $4, had accumulated

monthly rental charges under Medicare ranging from $36 to $90;
~--=canes costing $21, with a monthly rental of $4, had accumulated
vrental charges ranging from $32 to $38; and

--gedside commodes costing $40, with a monthly rental of $b6

12
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had accumulated rentdal charges ranging from §41 to $96.

Since it costs the Medicare carriers on the average about $3
to process and pay a monthly rental claim, we do not believe that
the continued rentals of low cost items such as walkers, canes,’
and commodes makes much sense in light of the congressional intent.

Demonstration and evaluation authorities enacted after the
Social Security Amendment of 1972 for which ORDS has been delegated
some responsibility are summarized as follows:
The National Health Planning and

Resources Development Act Ot
1974 (Publlic Law 93-64l)

On January 4, 1975, Public Law 93-641 became law. Although the
Health Planning Act coveted more than the Medicare and Medicaid pro-
grams, HCFA's predecessor agencies--and presently ORDS--were given
two demonstration authorities under this law.

--Section 1526 gave HEW autherity to make grants to six

State health planning agencies for the purpose of demon-
strating the effectiveness of such agencies in regulating
rates for providing health services.

--Section 1533(d) directed HEW to establish within 1 year of
enactment uniform systems for classifying and setting rates
for nealth care providers and to establish uniform accounting
aﬁd reporting systems to facilitate the calculation of volume,

costs, and reimbursements for institutional providers. This
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was essentially a technical assistance amendment imposing no

specific regquirements on the health care industry to use the

uniform systems.

According to HCFA, no awards have been made under sectich 1526
because no State planning aéencies have met thé requirement that they
have the authority to carry out rate regulation functions.

According to HCFA, two contracts have been awarded under section
1533(d). However, because this section did not require the use of uni-
form systems, the application of the project results was focused on
implementation of section 19 of Public Law 95-142 which zequires (1)

HEW to establish, among other things, uniform cost reporting systems for
different types of institutions such as hospitals and (2) Medicare and
Medicaid providers to submit cost-related information to HEW in accor-
dance with the uniform reporting system.

In any event, due to circumstances beyond HCFA's contzol or due to
the thrust of subsequent legislation, congressional expectations at the
time of the enactment of Public Law 93-641 have not been met.

In mozre recent legislation, the Congress has tended to be specific
as to its expectations in the area of studies and demonstrations and has
also established specific dates or time frames as to when the related
renorts ;e:e to pe submitted. The following three laws, enacted Detween
Cctober 1977 and June 1978, contained various demonstration authorities

and/or regorting requirements some of which have oeen delegated to ORDS.

14
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The Mgdica:e—Medicaid
Anti-Fraud and Abuse
Amendments (Public Law 95-142)

Section 17 of Public Law 95-142, approved Cctober 25, 1977,
provided for the funding of State Medicaid Fraud Control Units.
Included as a Senate amendment to the bill was specific authority
to arrange for demodstration projects designed to develop improved
programs for the detection, investigation, and prosecution of fraud
and abusa. .

According 0 the related Senate Finance Committee report, the
Committee believed that States, such as New York, which have demon-
strated their ability to conduct vigorous and innovative anti-fraud
activities with respect to one class of providers (i.e., nursing
homes) should be encouraged to develop and implement such programs
with respect to other classes of providers. ORDS has been delegated
this demonstration authority.

Consistent with the legislative intent, HEW has provided a
demonstration grant to the Special Prosecutor in New York to look
into oossible fraud and abuse in hospitals.

Rural Healgh Clinic
Services {(Public Law 95-21Q)

Public Law 95-210, aporoved December 13, 1977, contained three
provisiohs invelving studies, demonstration projects, or evaluations
which were assigned to HCFA--of which only cne specifically involved
demonstration projects and has been delegated te ORDS. The three

requirements pertained to:
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-3 studf as to the feasibility of imposing a copayment for
each visit to a rural health clinic instead of the normal
$60 deductible and 20 percent coinsurance imposed under
part A of Medicare. A report on this study was due to
the appropriate committees of the Congress by December
1378. This study was assigned to HCFA and a report was
submitted in November 1979 which discussed several alter-
natives but made no recommendations concerning substitution
of copayments for reqular Medicare cost sharing in rural
health clinics.

--Demonstration projects on a cost-reimbursement basis for
physician-directed clinics in urban medically underserved
areas involving services provided by physician assistants
or nurse practicners. ORDS Qas delegated this demcnstration
authority under section 3 of the law which requires a report
to the Congress no later than January 1, 1981.

--Evaluation and related report on the advantages and disad-
vantages of extending coverage under Medicare to mental
nealth centers and to centers for the treatment of alcohol-
ism or drug abuse. HCFA was assigned this responsibility
ind a report was due the Congress by June 1973. A report
wag submitted in October 1978 but contained no recommenda-
tions on whether Medicare coverage should or should not

be extended.
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With respect to the demonstration authority for urban clinics
in medically underserved areas, which was delegated to ORDS, the
reports of the House Ways and Means and Senate Finance House Commit-
tees indicated concezn about the costs of providing for such an
untested urban program since the clinics' budgets were several times
larger than those of rural clinics. Thé Committees were also concerned
about the potential for uncontrolled proliferation of such clinics in
urban areas and the possible abuse of program funds. Therefore, the
Committees' reports and the law spelled out in considerable detail
what issues the demonstration projects should cover.

In addition, the report of the House Committee on Interstate
and Foreign Commezce expressed the intent that the demonstration
projects inclqde the various types of providers (private physicians,
small clinics with part-time physicians, and public health clinics)
that use nurse practioners and physicians' assistants.

In September 1978, ORDS awarded a contract to evaluate crivate-
ly funged demonstrations involving five cities, The basic purpcses
of these demonstrations are to (1) assist municipalities in pro-
viding health care services to medically underserved areas by expan-
ding existing programs of health departments and hospitals with a
limited increase in the city's budget and (2) foster the delivery of
preventive health care services.

Qur review of project documents indicates that the guestion of how
Lo gay for the services of zhysicians' assistants or nurse p:actione:s 
was only incidental to the basic purcoses of the demonstraticns.

17
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According to HCPA officials, as of March 1980, ORDS has not
been able to implement any é:ojects under the authority of section
3 of Public Law 95-210 which would be fully responsive to the man-
date because cf staff and funding shortages.

Impzoving the End-Stage

——

Renal Disease Progzam
(Public Law 95=2927)

Public Law 95~292, approved June 13, 1978, included require-
ments for seven experiments and/or studies with a report to the
Congress by October 1, 1979, Of the seven, three involved experi-
ments, with one being delegated %o ORDS. This experimental require-
ment is included in section 1881(f)(1l) of the Social Security Act.
This section requires HEW to carzy our pilot projects at selected
locations in the country under which financial assistance in the
purchase of new or used durable medical equipment for renal dialysis
is provided to individuals suffering from end=-stage renal disease
at the time nome dialysis is bequn with the provisicn for a trial
adaptation to home dialysis before the actual purchase of such
aquipment.

According to the Senate Finance Committee report, there was
a need for further study and experimentation relating to more cost-
effectivé_measu:es for providing treatment under this $1 billion
program. In January 19840, HEw'submitted a status repgort to the

Congress on the experiments and studies which contained relatively
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few results or conclusions. The reason stated by HEW was that' Public
Law 95-292 was not enacted until June 13, 1978, which left slightly
over a year to develop the projects. <Consequently, the studies had
not been ongoing long encugh to yield significant results., Accbrding
to HEW, final study results will be incorporated in future annual
reports on the End-Stage Renal Disease program.

With respect to the specific experimental authority delegated
CRDS, we were advised of at least three demonstration projects which
deal with home dialysis. However, none of these demonstration pro=
jects were being done under the authority of secticn 188l(£)(1l) and,
in our opinien, none meet all the specifications of that section of
the law. However, ORDS believes that one of the demonstrations which
was initiated in September 1977, at only one location, meets the thrust
of section 1881(f)(1l).

In summary, we believe that the D&E activities undertaken
by ORDS have fallen short of the expectations and requirements

of the cognizant legislative Committees of the Congress.
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HCFA PERCEPTIONS AS TO THE

OUTCOMES OR IMPACT OF ITS

D&E AND RELATED EVALUATION ACTIVITIES

One basic question raised by the Subcommittee relates to meas-
uring the outcomes or impact of the HCFA demonstrations, experi-
ments, and related evaluations in terms of legislative or policy
initiatives or other benefits. Simply stated, the Subcommittee
wanted to know what the Congress and others were getting for the
$60 million spent by ORDS and its predecessor agencies for =this
activity between October 1967 and September 30, 1978.
This presented a difficul: problem for us because ORDS and its
oredecessor agencies had not maintained data on a systematic basis
which would provide this information. Aas a result, at our request,
ORDS personnel for the-past year have feen engaged in retrospectively
developing an "impact" statement which is designed to show the
extent that the approximately 170 extramural demonstration, experi-
ment, and celated evaluation projects had influenced such things
as
-~propesed legislation either by the Administration or con-
Jressional sponsors (Legislative Impact),

--policy changes in such areas as provider reimbursement
{Policy Impact),

--developing new orojects or broadening the scope of the

study (R&L Impact},
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--modification to State Medicaid programs or retention of
demonstration practitgs by local service gzoups after pro-
ject termination (State of Local Impact),

--adaoption by the industry or the professional community of
project methodologies (Professional/Industry Impact).

We reviewed CRDS' impact statement which was received on

May 2, 1980, and summarized the number of the projects and the

amount of their funding for each major issue area such as hospital
cost containment and long term care. We then matched the prcjects

and their costs with the indicated cutcome or type of impact. .
Usually ORDS' analysis of a project or group of projects showed

an impact of more than one t?pe such as having an influence on both
HCFA policy considerations and on specific State programs. In that
case, the total value of the project or projects was posted to each

of the two indicated impacts. The results of the analysis are summaz-

izeé in the following table.
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Projects Type of impact
ORDS
Major ’ funding State Profes-
issue ' thru Legis~- or sional/  None
area Number FY 1978 lative Policy R&D local Industzy shown
millions =-- -

Hospital cost

containment 38 $19.7 §11.3 $ 1.6 $ 5.9 $16.8 $0.1 -
Long term

care 33 6.5 2.6 4.7 2.3 2.6 2.3 §1.3
Ambulatory

care 22 7.0 8.1 6.1 1.7 2.7 4.3 -
Quality and

effective-

ness 37 3.0 S.9 7.2 0.5 5.0 1.3 0.4
dealth

systems

organiza- .

tions 23 900 6-4 6.3 704 4:]. - -
Improved

management

reporting

systems 5 4.2 0.2 3.7 - - - -
Improved

program

adminis-

tration 8 4.7 3.0 4.2 - 4,4 g.1 -

Total 166 §60.2 $34.5 $§33.8 $17.8 $35.6 $8.1 §2.0

- e ant v - — - e - -y s - — - v - o
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We had requested CRDS to provide us supporting documents so that
we could verify the described impacts of the demonstration and evalu-
ation projects. However, ORDS did not furnish us the final impact
statement or the listing of supporting documents until May 2, 1980.
Therefore, we have had insufficient time to independently validate the
indicated impacts except in a few cases where (1) the supporting docu-
ments provided a clear link between certain projects and agency testi=
mony on proposed legislation or (2) prior or ongoing GAO studiss tended
Lo support or cast doubt on the CRDS claims.

In terms of level of effort expressed as the dollar value of the
projects, the ORDS statement did not show any impacts for about 3 pez-
cent, or about $2 million, of the total value of the zrojects. On the
other hand, it indicated that about 60 percent of the level of effort
had legislative impact, 55 percent had policy impact, about 60 percent
had impact on State or local programs, about 30 percent had impact on
follow=-on research or development activities, and about 15 zercent had
professional/ industry impact.

For each majcr issue area the CRDS' perceptions of the majer
impacts are briefly described as follows.

dospital Cost Containment

In'this issue areza, the indicated emphasis was on the impact
of the demonstrations and evaluation results on the Administration's
legislative cost containment proposals in 1378 and 1979. The ozro-
jects principally involved those undertaken pursuant to the incentive .

reimbursement authority contained in section 402 of the Soccial Secur-
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ity Amendmgnts of 1967 and the prospective reimbursement experiments

undertaken pursuant to section 222 of the Social Security Amendments

of 1972. The other major indicated outcome of the projects invélved

benefits to States thiough the suppvort of State hospital rate setting
programs such as have been established in New York, New Jersey, Wash-
ington, and Maryland.

Long Term Care

In this issue area, the indicated legislative impact of ORDS
experiments pertained to the so-called swing-bed proposals in
various pending bills (i.e., using surplus hospital beds for nur-
sing home type patients in areas where there is a need for nursing
home beds). The ORDS projects provided support for HCFA testimony
on the proposals. Another indicated legislative impact involved with-
holding any recommendations on a legislative proposal to remove the
3-day prior hospitalization requirement for skilled nursing care
coverage under Medicare until an ORDS demonstrzation project was com-
tleted. This demonstration, which was svecifically reguested in
the House and Senate Coﬁmittee reports on the Social Security Amend-
ments of 1972, was initiated 5 years later and is expected to be com-
pleted in Decemter 1980. We believe that such delays in responding
£o cong:égsional expectations represent a negative impact.

The indicated policy impact involved the incorporation of the
results of projects into internal issue papers, the develooment of new
demonstrations, and the dissemination of prospective reimbursement
informacion on nursing homes to Faderal and State policymakers.
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Ambulatory Care

In this issue area, the indicated legislative impacts
focused on (1) the proposed Senate changes in the Medicare
law pertaining to the methods for paying for ambulatory surgeryl
and (2) the physicians' assistant reimbursement provision in
Public Law 95-210, enacted in December 1977. As indicated in
more detail in enclosure II, we believe these impacts are gues-
tionable. The other indicated legislative impact mentioned for
this activity involved the inclusion of additional and more speci-
fic demonstration authority in the End Stage Renal Disease bill
(Public Law 95-292) that passed in June 13978. As previously men-
tioned, the specific authority delegated to ORDS has not been
used and a status report issued to the Congress in January 1980
contained relatively few results and conclusions.

With respect to policy input, the ORDS impact statement
indicated that the experience from these demonstrations was
used in developing regulations to implement (1) the renal disease
bill--regulations were issued in Cctcber 1978 and 1979--and
(2) section 16 of Public Law 95-142 (durable medical eguipment)--
requlations have been developed incorporating the results of the
demonst&ations but they have not been issued.

Quality and Effectiveness

The indicated legislative and peolicy impacts in this issue

area focused on (1) legislative and program policy initiatives
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for obtaining "second opinions™ prior to surgery and (2) demon-
strations and evaluations of Medicaid's Early and Periodic Screen-
ing, Diagnosis and Treatment (EPSDT) program which helped formu-
late the proposed Child Health Assessment Program legislation
which passed the House on ﬁecembe: 11, 1979, and various policy
changes in the EPSDT program. DCocumentation furnished us by ORLS
on May 2, 1980, provided a link netween the EPSDT demeonstrations

and evaluations and the development of this legislation.

dealth Systems Organizations

Virtually all of the $9 million 2ffort in this issue area
was devoted to demonstratons to stimulate Medicare and Medicaid
contracting with Health Maintenance Organizations (HMCs) and to
develop improved reimbursement arrangements with such organiza-
rions. The indicated legislative and policy impacts were consis-
tent with these purposes.

However, we Question the usefulness of some of these pro-
jects to the Congress. For example, we neted that in September
1978 HEW announced the award of two demonstration projects fsa-
turing the -eimbursement of HMOs on the basis of 95 percent of
the per capita amount that would be paid bty Medicare for sexvices
p:ovidéd to an enrolled beneficiary by other providers in the
area. The projects were scheduled to be completed in 1382. 1In
November 1979, the House Ways and Means Commictee Ieported Qut a
bill (4.R. 4000) which would authorize such a reimbursement mechan-

ism to EMCs across the toard. Aalthough such demonstration projeces
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should be useful in implementing the provision of the bill, if
enacted, it raised the guestion in ouz minds as to how such pro-
jects could have assisted the Committee in its decision-making
rocess.

Impzroved Management
Reporting Systems

The level of effort in this issue area involved the devel-
opment of a uniform cost reporting system for hospitals. The
indicated legislation and policy impacts involved (1) HEW support
for section 19 of Public Law 95-142, enacted in Octobez 1977,
which reguired the uniform reporting of costs and (2) policy
development for implementing such a uniform system.

The System of Hospital Uniform Reporting, called SHUR, was
presented as a proposed regulation in January 197¢%. The prooosal
ran into difficulty with the hespital industzy and the Congrass
and it has peen revised and renamed. A proposed, revised version
was published in March 1980.

Improved Program Administrzation

Cne of the eight projectis in this issue aresa was a $3 million
grant to the New York State Special Prosecutor to develop an improved
capability for this investigation and prosecution of fraud and abuse in
Medica:e;ﬁedicaid payments to hosoitals. The other projects related to

looking at medical malpractice insurance and State Medicaid gualit

control systems. The indicated legislative impact was the inclusion of
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additional demonstration authority in the October 1977 Medicare-

Medicaid anti-Fraud and abuse Amendments.

As previously discussed, we have been unable to indevendently
verify or validate the indicated impacts except in a few instances
where the supporting data provided a clear link between certain pro-
jects and such things as agency testimony before congressional com=-
mittees. ©On the other hand, based on other ongoing or prieor worzk,
we are satisfied that one project in the "Impzoved Management Report-
ing Systems" issue area did contribiute to policy developments for
the revised version of SHUR. Also, one project in the "Improved
Program Administration™ area did contribute to a policy change in
June 1979 involving how malpractice insurance premiums paid by hos-
pitals will be allocated to Medicare. According to HEW, this new
rule could save $310 million per year--$40 million under Medicald

and $270 million under Medicare.
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DESCRIPTION OF THE PROCESSES

IN CARRYING QUT THE QFFICE OF RESEARCH,

DEMONSTRATIONS, AND STATISTICS DEMONSTRATION,

EXPERIMENT, AND RELATED EVALUATICON ACTIVITIES

The Cffice of Research, Demonstration, and Statiétics' (ORDS)
efforts to support health care financing demonstrations and exper-
iments involve the following processes: budget and project planning,
project design and selection, monitoring, evaluation, and digsemin-
ation of results. A description of each of these processes as they
functioned during our review follows.

Budget and Project Planning

ORDS' budget planning is initiated by HCFA's budget process
and is a continuing administrative activity undertakean 2 ys=ars in
advance of the spending year. This activity estimates the funds
required to cover expenditure activity for extramural projects,
personnel, and other expenses. The major amounts of requested funds
consist of: estimates of the costs of ongoing multi-year projects
being performed under grants and contracts, and estimates of the
costs of new-start projects selected from an inventory of previously
oroposed projects which were not startsd because of a lack of funds

or from ‘new project ideas. Each procosed new=-start oroject is iden-
tified by title which is descriptive enough to avoid uniatentional
duplicaticn of effort, but information is not provided on what might

be %ne content of the project.
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ORDS prepares a work-séending plan approximately 10 to 12 months
after it has prepared its budget. For example, the 1980 CRDS budget
was developed in the second gquarter of fiscal year 1978 and the 1980
work plan {(which also contains the 1979 spending priorities which
were initially conceived during fiscal year 1977) was prepared during
the first guarter of fiscal year 1979.

We reviewed ORDS' work plan containing the 1979 and 1980 prior-
‘ities wnich generally was developed in accordance with instructions
from HCFA's Office of Management and 3udget and in accordance with
ORDS' internal instructions. The work plan was organized accoerding
to 11 major subject matter areas (e.g. hospital costs, physician
reimbursement, etc.) which cut across ORDS' functional organizational
lines. These areas were also the areas in which ORDS felt its resource
allocations should be distributed. The plan contained for each sub-
ject matter area about a three-page descriptiecn about what‘function
the area served for ORDS nlanning, some asvects of the current Xnowledge
CRDS has in the area, and the objectives of the work planned in terms
of izs pucpose. Additionally, the description contained a brief explana-
tion of the opportunity that the projects will orovide for testing alter-
natives cn a small scale and related funding and resource allocation
informaticn.

The ;ork olan specifically identified the ongeing vrojects (2y
title) to be continued during the budget year and their costs as well

as the new svecific projects (by title) that ORDS wanted to start
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that year and théir estimated costs. The ideas for new-start pro-
jects were generated from ORDS project officers and managers==-the
ideas flowed from project officers up to the managers and from

the managers.down to the project officers. The ideas were based
on the project officers' or manaéers' understanding of the state-
of-the-art knowledge in the subject area and on information
received from ad-hoc, informal contacts with researchers, adminis-
trators, or providers of services in the subject area.

For the 1979/1980 work plan, ORDS management appointad subject
matter managers from one of its four organizational components.
Each manager was responsible for coordinating the ideas for the
new projects which were included in the budgetary sutmissions.

At the beginning of the spending year, ORDS compared the work
glan with the funds appropriated, examined the need for re-priori-
tizing projects, and gave organizational compenents approval for
developing a project-specific spending plan in accordance with the
agproved QCRDS work plan. The spending plan was revised rthroughout
the spending year based on actual costs of grant and contract awards
for projects contained in the work plan. Continuation decisions
for ongoing projects were based on their expiration dates. For new
projecté; grant decisions were made in March and September and con-
tract declsions wera made in the timeframe it was estimated to take
L0 start the procurement process and complete it with the contract

award.
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award.
To improve its budget and project planning activity, ORDS

sponsored, for the first time, a conference in December 1979,

which was attended by ORDS managers and HCFA program officials in
headgua:te:s. This conference provided an invaluable opportunity

for interaction concerning: projects planned for fiscal years 1980
and 1981, what ORDS believed it had learned from completed and ongoing
orojects in each subject area, and the questions yet to be researched
in each subject area during 198C and 1981, ORDS plans to hold a con-
ference for such a purvose annually. It is also working on a plan

to specifically involve HCFA program officials in project planning,
budgeting, awarding, and monitoring of performances at sveciflied

months throughout the year.

Project Design and Selection

The project design efforts of ORDS' Cffice of Demonstrations
and Zvaluations (ODE} fall primarily into two catagories: (1) prep-
aration of a grant's brochure and grant solicitation notices and
(2) oreparation of request for proposals (RFPs) £for contracts.

DZ's grants cycle is initiated with the publication of the

O

grants orochure. This brochure contains information on the contant
of the current opriority areas.(e.g., long term care) in which researcch
and development grant apvlications will be considered. The priority

areas are established through the ORDS planning orocess. Solicitation

notices for grant apulications are published in the Federal Register

L
=
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ysually semi-annually. Thése notices contain ORDS' general criteria
for funding new projects as well as project requirements the appli-
cation must meet.

The general framework for a demonstration is initially develoved
at the HEW and/or HCFA management levels. The RFP for the contract
project is usually developed at the project officer level and may
be initiated during or after the work plan has been developed. The
RFP, establishing the parameters for the design of the project, is
issued as soon as its development, review, and clearance process
is completed and availability of funds is assured. The spending glan
and the contract administration reﬁui:ements srovide the guidelines

for the RFP.

(81

Although no systematic procedure has been established for seeking
input into the design of an RFP, the project cfficer has a varciety
of venicles available to him or her for seeking input when developing
the RFP--e.g., discussion meetings =hat may be held with the CDEI
oroject officer's and division manager and other interested garties
from ORDS and/or HEW; and solicitation of outside experts, with no
interest in bidding on the contract, to review the RFP. Addicionally,
the design of the RFP reoresents the project officers' and/or the

1

CDE manager's understanding of the state-of-the-art knowledge whnich
may ce aéqui:ed through thei:':eading of reports from other 2rojects;
occasionally conferences on specific issues soonsored by CRDS/CLE;
and informal, ad-hoc, day-to-day contacts with crogram staff and

nealth and/o: health research esxperts.

e

[¥8)
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Review panels (composed of CRDS staff who for grants are non-
voting members; HCFA operating program officials; staff from varying
components within HEW such as Public Health Service, Office of the
Assistant Secretary for Planning and EZvaluation, QOffice of the
Secratary, and Office of Human Development Services; and cutside
experts) assess contract and grant proposals that are submitted
by public and private organizations to determine their individual
capabilities for carrying out specific demonstration and esvaluation
projects in accordance with grant and contract administration require-
ments. The staff from the other components within HEW on these panels
help to prevent unintentional duplication of research efforts. The
individual panel members' review of the proposals and the re7iew panel's
first meeting initiates the project selection process.

Once the panel has assessed the provosals, it prepares an eval-
uation report on the competing propcsals. The report contains a
guantitative and gualitative assessment of each potential oropeosal
and a ranking c¢f the acceptable provosals. For grants, the report
is then submitted to the ORDS Director who makes the decision on
which proposals will be funded. For contracts, the manel report
is submirted to the contracting office and projects are selected
accordisq to negotiated competetive procurement requirements.
Monitoriég

The implementation of a oroject is iniriated &y the award of

a D&E contrac= or grant. The ODE project officer monizors the project:
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in accordance with grant or contract administration requirements.
From our review of a sample of 40 D&E projects, we noted that opro-
ject officers use several means to monitor work tasks and their
timeliness. These means are: ‘
--formal letters between the contractor/grantee and the pro-
ject ocfficer that indicate specific problems in prcject per-
formance and CRDS' or HCFA's determinations for overcoming
those problems;
--periodic on-site visits to the contractor/grantee and/or
the place where the project is being undertaken;
-~numerous formal ané informal telephone conversations with
the centracter/grantes;
~-=-interim status or progress reports submitted by the con-

¢

tractor/grantee, as require

0,

--interim deliverables such as technical manuals, models,  and
covies of files from the demonstration (e.g., a State rate
setting commision's files on its review of individual hos-
pitals reguired to participate in the States rate setting
agreement); and

-=review of drafts of £inal :epotts by the oroject officer.

In additicn to the above monizoring activities, we notzd thaz

one branch chief, since April 1979, has been veriodically sending

[

the ODE director status reports which identify some information

on the orogress of projects and problems encounterad in those prejects:
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These reports are returned to the branch chief with the director's
comments.

With regard to a tracking system for grants and contracts,

ORDS has a process for tracking the flow of procurement action on
an individual project basis. However, ORDS has no accumulative,
consolidated inventory of all D&E projects.,

Evaluation

ODE's process for evaluating the results of demonstrations and
experiments consist of: (1) a separate evaluation component built
into a D&E grant whereby the grantee may perform rhe evaluation itself
or through contract with another rganization or (2} an independent
contract funded by QODE teo evaluate one or more projects.

In the past, ODE's contracted avaluations focusaed more on D&E
contracts than on D&E grants due to CDE's control over work performed
and data collected. Most of these evaluation contracts evaluated D&E
contracts that originated from one RFP. At the time of the organiza-
tion and establishment of HCFA, CDE Segan to move toward cross-cutting
svaluations that involved both D&E grants ané contracts.

LS grants or contracts,

[N

ODE does not support, either through
an independent evaluation of all demonstrations or experiments.
According to CDE, an independent avaluation is made of (1) orojects

invelving Medicare or Medicaid walvers, (2) section 1115 D&E
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grants, and (3) D&E projec;s which CDE management believes might
have the largest pcayoff.

OCE has an Evaluation Studies Staff (ESS). Project officers in
ESS administer evaluations contracts. The evaluations that are con-
ducted of grant D&E projects are not directly administered by ESS.
However, ESS and D&E project officers are responsible for receiving
and approving evaluation plans and RFPs for evaluations conducted by
D&E granteaes,

A member of the ESS is assigned to be a project officer for
2ach independent evaluation contract funded by ODE. The ESS project
officer administers the evaluation project the same way that the
ODE project officer administers the D&E project--i.e., develops and
designs the RFP, assesses the prcposals received, participates on the
contract review panel, monitors the awarded evaluation contracet,
and reviews the interim and final reports.

The implementation of the evaluaticn may start 6 months or
more after the CD&E project has been running.

CDE cotains information on the rasults of its D&Z projects
from noth the D&E final repor=s and the evaluation final reports.
The project officer usually receives cne or more drafts of the final

revort pefore receiving the final oroducrt.

(€8]
[6)
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Dissemination

Contractors and grantees are required to furnish ODE £final pro-
ject reports on the results of the demonstrations and/or evaluations
they conduct. When CDE receives final project reports, information
is disseminated through formal and informal means. Formal means
consist of: (1) participation in HCFA and Department legislative
and budgetary planning work groups, (2) sponsorship of conferences
on selected projects whereby users are informed of project results,
(3) a published annual report con HCFA's D&E activities, and (4)
abstracts ptepa:ed by the project officer and sent to the National
Technical Information System of the Department of Commerce. Infor-
mation about health care financing demonstrations and experiments
has also been reported in the annual Medicare reports issued to
the Congress and in other HEW reports (2.9., Health--United States).
Information on the orojects has further been disseminated, accerding
to project officers, through ctresentations and speeches made by
HEwW and HCFA officials at various forums.

HCFA/ORDS has established additional formal means for dissem-
inating information on project results--i.e., the putlication of
the HCFA Review, HCFA Grants and Contracts Peport, HCFA Trends, and
2CFA Nofes. In June 1979, ORDS began establishing several pudblica-
tions seéies.

The informal means primarily included: (1) discussions among

D&E managers and HCFA program managers during meetings not necessarily
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convened solely for the purpose of discussing the final reports on
projects and (2) activities 'initiated by project officers, wnich may
have included the distribution of copies of final‘repo:ts to or dis-
cussions with persons known to have an interest in the projects and
with whém a close working relationship exists.

Additionally, an CDE official said that grantees often dissemi-
nate the results of their demonstrations. During our audit, we did
not try to determine the extent to which this dissemination took
place. However, oﬁr interviews with five State agencies which had
demonstrations indicated that their projects were designed to satisfy
specific State needs and, thus, they did not widely disseminate the
results from them. Further, the five State agencies were not clear
about how the results from their projects had been disseminated by
HCFA/QODE or how Medicaid operations had been affected at the Federal
level.

Furthermora, regarding ORDCS' preparation of abstracts from final
project reports for tﬁe National Technical Information 3Syvstem, we were
told that ORDS had a S-year backlog. To reduce this backlog, ORDS
has hired a consultant to prepare the abstracts because, according
to ORDS, it did not have adegquate staff resources to devote to this

task,






