
.- . .., L, 
COMF-tROI;R GENERAL OF THE UNITED STATES 
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WASHINGTON. O.C. 20548 

8-16+031(S) 

The Honorable Jennings Randolph 
United States Senate 

Dear Senator, Randolph: 

As you requested, we have reviewed the actions taken or 
proposed by the Department of Health, Education, and Welfare 
(HEW) to implement the recommendations in our report entitled 
“Study of Health Facilities Construction Costs” (B-164031(3), 
November 20, 1972). As you recall, the report is divided into 
two parts. The first part deals with the process of planning, 
design, an, A construction of health facilities, and the second 
part addresses reducing the demand for health facilities. 

The Secretary, BE:?, responded to our report in a July 19, 
1974, letter to the Ch.airman, Senate Committee on Labor and 
Public Welfare. The letter was only Fartially responsive to 
our recommendations. Information on the means by which con- 
struction costs could be reduced by decreasing the demand for 
health facilities was insufficient. Cn November 6, 1975, 
we requested that HEW provide us with additional information 
on the specific actions it wa.s taking in this regard and with 
more current information on its actions relating to the plan- 
ning, design, and construction of facilities. 

Cn Cecember 11, 1975, and February 17, 1976, EEW provided 
us with the information requested. Following is a summary 
of the steps being taken by HEW in response to our reoort 
and our evaluation. Additional details are included in the 
enclasures, 

FLAiiiNIN’G, I=ES IGN, AfjG 
CCNSTRUCTICN GF BEALTH FACILITIES 

HEW’s actions regarding the planning, design, and con- 
struction of health facilities appear for the most part to 
be responsive to the recommendations in our rer;ort. 

Construction approaches 

Ciur report recommended that BEW require that the fast- 
track and total-concept as_croaches be considered for health 

HRD-76-157 



. 
“. b 

i3-164031(5) 

facility projects assisted under the Public Health Service 
Act as means of reducing project delivery time and cost. 
Fast-track involves overlapping programing, design, and 
construction so that one activity begins before the other 
is completed. Under the total-concept approach, a developer 
may undertake the entire responsibility--planning (including 
predesign needs and budget considerations), programing, de- 
sign.ing, financing, construction, and equipping--for a 
project under one contract with the owner. 

HEW did not adopt our recommendations as stated but is 
of the view that its actions are responsive to our recom- 
mendat ions. Rather than adopting the fast-track concept, 
ilE:Es guidelines for grantees stipulate that there may be no 
obligation of Federal funds for a project until a guarantee 
is obtained by a specific date that the cost of the total work 
will not exceed a stipulated sum --a guaranteed maximum price, 
HEN suggests that before a guarantee is submitted the con- 
struction manager should prepare an itemized guaranteed 
maximum price for the entire project based on preliminary 
working’ drawings which summarize the costs for each component 
of the work as it will be packaged and bid. In addition to 
requiring a guaranteed itemized price, the construction 
manager and architect mignt also be required to designate 
that “design development” must be at a certain percent of 
completion before a guaranteed price may be submitted. 
Further, in lieu of the total-concept approach, HEW suggests 
that a construction project be managed by a team consisting 
of an architect and construction manager, each under separate 
contract to the owner. 

The guaranteed maximum price, according to HEW officials, 
provides a grantee with the assurance that the cost of the 
project will not exceed a stipulated sum and avoids spending 
Federal funds in financing a project which might not be com- 
pleted. In view of these factors, we do not object to the 
approach taken by H3I to implement our recommendations. 

Other aspects of planning, 
design, and construction 

In response to our recommendations concerning matters 
such as a data base of construction requirements, safety, and 
life-cycle cost data, BEW initiated three projects. Under 
an agreement negotiated in November 1974 with HEW, the Na- 
tional Bureau of Standards is to study fire and smoke 
detection systems, alarm and communication devices, smoke 
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control in buildings, behavior in fire emergencies, and 
automatic extinguishment systems. The output of these studies 
will serve as a guide for (1) analyzing the level of fire 
protection in current codes, (2) developing alternate design 
systems, and (3) evaluating fire risk at a given level of 
fire protection costs. 

In June 1975, HEW awarded contracts to two private firms 
to study facility planning and develop techniques for deter- 
mining the life-cycle costs of construction innovations. If 
the expected results of the agreement and contracts are 
achieved, HEW will have complied with our recommendations. 

Also, HEW is managing two projects sponsored by other 
Federal agencies which deal with utility systems and solar 
en$rgy . The data obtained from these projects should provide 
HEW with useful information relating to the planning, design, 
and construction of facilities. 

REDUCING DEMAND FOR 
HEALTH FACILITIES 

HEW’s efforts to reduce the demand for health facility 
construction are less easily identifiable than its attempts 
to improve facility planning, design, and construction. HEW 
has informed us that many of the programs it administers 
emphasize prevention, either by promoting public health ser- 
vices or as part of its medical service delivery programs. 
In addition, several pieces of major legislation which could 
have an important impact on .reducing the need for health 
facilities have been enacted since the issuance of our report. 

Such legislation includes 

--the Social Security Amendments of 1972 (P.L. 920603), 
which authorized the creation of Professional Standards 
Review Organizations; 

--the Health Maintenance Organization Act of 1973 (P.L. 
93-222); and 

--the National Health Planning and Resources Development 
Act of 1974 (P.L. 93-641). 

The ultimate impact of these acts on reducing the demand 
for health facilities is not yet known because the implement- 
ing programs have not been in operation long enough to deter- 
mine their effectiveness. 
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Further , we believe it will be difficult to measure the 
extent to which HEW’s emphasis on prevention has reduced the 
demand for health facilities because adequate baseline data 
which could be used to make comparative studies is lacking. 
The problem is further complicated by many variables such as 
public attitude and the availability of health manpower and 
financial resources, which affect the delivery of health care. 

We believe that the public attitude toward preventive 
medicine and the amount of health insurance coverage available 
for preventive care are among the most important variables 
relating to decreasing the demand for health facility con- 
struction, Education programs and increased accessibility 
to primary care seem to offer consideraole potential for 
reducing the demand. 

He are enclosing for your information (1) a summary of 
8EW’s response to the recommendations in our report, (2) a 
list of selected reports we have issued during the gast 3 
years which may be of interest to you, and (3) copies of 
HEW’s July 19, 1974, December 11, 1975, and February 17, 1976, 
responses to the reconunendations in our report. 

If w@ can be of any further service, please let us know. 

Comptroller General 
of the United States 

Enclosures - 3 
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SUMMARY OF HEN RESPCNSE TO GAO R&PORT 

ENTITLED “STUDY OF HEALTH FA’CILITIES 

CONSTRUCTION COSTS“ 

OUR RECOMMENDATIONS 

To help health facility planners avoid some of the 
deficiencies noted in our study, we recommended that the 
Secretary, assisted by the American Institute of Architects 
and the American Association of Hospital Consultants, compile 
and publish information on the essential factors to consider 
in performing the functional planning process, particularly 
in the needs-determination phase of that process, and on the 
suggested methodology to be used. Determination of needs for 
individual hospitals should, of course, be coordinated with 
areawide plans. (See the report, p. 20.) 

F7e also recommended that the Secretary 

--adopt a common set of requirements for new construc- 
tion under the Hill-Burton, Medicarz, and Medicaid 
programs; 

--direct the Facilities Engineering and Construction 
Agency (FECA) to extend its efforts to “other” areas 
involving construction requirements for health facili- 
ties; to make the data available to the model code 
groups, States, and such other organizations as appro- 
pr iatc ; and to make r2visions when necessary to the 
Hill-Burton construction requirements, based on the 
FECA and National Bureau of Standards (NBS) findings. 
(See the report, p. 24.) 

HEW RESPONSE 

fn June 1975, Chi Systems, Inc., a multidisciplinary 
consulting firm in Ann Arbor, Michigan, and Stone, Marraccini 
and Patterson, architects and planners in San Francisco, 
California, were awarded as a joint venture a l-yzar contract 
for $184,000; the contract contained. four l-year renewal 
options. As of January 30, 1975, total estimated completion 
cost was $742,503. Both firms are reported to be experienced 
in the planning and design of health facilities. 

The overall goal cited in the contractor’s work statement 
is to develop (1) a generic health facilities planning process 
that All be responsive to regional community needs and to 
changing health care practices and (2) criteria for planning, 
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design, and construction expressed in terms of intended per- 
formance of the nealth facility. The plannning process and 
criteria would serve as flexible planning, programing, designing, 
and construction guides for health facility planners, users, 
designers, Federal, State, and local agencies, and others. 
Innovations would be incorporated into department-wide pro- 
cedures as appropriate. 

According to HEW, this contract will provide only a limited 
information base for “other” areas of construction requirements 
for healtn facilities as recommended in our report. Additional 
funding would be required to obtain the depth of research in 
performance standards and criteria that they desire. 

A technical guidance group was formed in July 1975 to 
monitor the contract and provide related assistance. The 
group was to consist of representatives from 16 organizations 
of health planners, administrators, architects, providers, 
consumers, financial experts, and public agencies, including 
the American Association for Comprehensive Health Planning, 
the American Association of Architects, and the American 
Hospital Association. Tiio meetings, attended by representa- 
tives from 7 of the 16 organizations, have been held. 

OUR RECOMrV%DA%IONS 

tie recommended that the Secretary explore the feasibility 
of reusing designs in hospital construction and, if appro- 
priate, establish the criteria under which designs or elements 
of designs could be reused. (See the report, p. 20.) 

We recommended that the Secretary establish within FECA 
the capacity to: 

1. Establish a state-of-the-art data base on innovative 
construction techniques, materials, designs, and 
operating systems. 

2. Develop the methodology for life-cycle analyses, 
including data collection methods and techniques. 

3. Establish and maintain a central repository of life- 
cycle data which would show health care facility 
planners, by the proposed health care facility size 
and geographic location, the innovations which have 
a potential to reduce life-cycle operating costs. 

We recommended also that until BEW establishes a central 
repository of life-cycle operating data it should encourage 
health facility planners 
in our study, 

to consider the information presented 
along with local operating conditions and costs, 

in identifying tne alternatives for life-cycle analyses 
2 
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that are likely to be most appropriate for inclusion in the 
facility. . 

We recommended further that health care facilities 
applying for funding under the Public Health Service Act be . 
required to justify the use of construction techniques, 
materials, designs, and operating systems which differ from 
those identified by FECA as having a potential to provide 
significantly lower life-cycle costs. (See the report, p. 91.) 

HEW RESPONSE 

In June 1975, tiaramore, Bain, Brady, and Johnson, a 
Seattle, Washington, firm of architects, planners, and econo- 
mists, was awarded a l-year, $147,500 contract for development 
of life-cycle costing techniques. The agreement contains four 
l-year renewal- options with a total estimated completion cost 
of $666,600. Major objectives cited in the contract descrip- 
tion are to (1) build and expand on current knowledge; (2) 
integrate cost analysis into the planning process; (3) relate 
cost consideraitons not expressible in monetary terms to de- 
cision parameters (i.e., energy use, operational effective- 
ness, and user appeal) ; and (4) provide methodologies, data 
collection, and utilization procedures for applying cost 
techniques in health care decisions. 

Energy considerations are emphasized in the contract 
description. In this regard, the Federal Energy Administra- 
tion has provided $30,000 to include an energy component in 
the contract. 

HEW also acts as a manager for two projects sponsored by 
other Federal agencies. 

--An integrated utility systems application project 
sponsored by NBS. 

--A solar energy application project at the Shiprock 
Indian Health Service Hospital sponsored by the Energy 
Research and Development Administration. 

BEW has not implemented procedures requiring health care 
facilities applying for funding under the Public Health Service 
Act to justify variance with HEX construction techniques having 
potential for lower life cycle costs. Four volumes of life 
cycle concepts, procedures, and methods resulting from the first 
year of the contract have been distributed to interested organ- 
izations for their comments. The volumes pertain to processes . 
and concepts, energy, data base requirements-format and sources, 
and life cycle costing procedure. 
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-Office of Management and Sudget Circular No. A-109, April 
5, 1976, (subject: major system acquisitions) requires all 
executive departments and establishments to provide contractors 
for the acquisition of major systems (e.g.1 Federal hospitals) 
with life cycle cost factors that will be used by the agency 
in evaluating and selecting the system. The circular states 
that each agency should tailor an acquisition strategy for each 
program which could typically include methods for projecting 
life cycle costs and that they should maintain a capability 
to estimate life cycle costs. 

OUR RECOMMENDATION 

The Secretary should direct FECA to resume its efforts 
with NBS toward developing a scientific base of knowledge 
on fire safety. (See the report, p, 24.) 

HEW RESPONSE 

In November 1974, HEX entered into a cost-reimbursable 
services agreement with NBS for a “Life Safety/Fire Safety 
Project.” Estimated cost of completion over the S-year 
agreement period is $2,510,000. HE’! is sponsoring the expan- 
sion of the ongoing NBS “Program for Design Concepts” which 
is compiling a scientific base of knowledge of fire safety 
for a rational approach to life safety in institutional 
occupancies. NBS is to develop a comprehensive life/fire 
safety model of health care facilities for HEW. In addition, 
a portion of a former NIHE missile site has been acquired 
and will be arranged to conduct fire research related to 
health facilities. 

OUR RECO+lMENDATIONS 

tie recommended that the Secretary require the Director, 
Health Care Facilities Service, in cooperation with the 
Director, FECA, to issue policy guidance (1) setting forth 
the advantages and disadvantages of using fast-track (over- 
lapping of programing, design, and construction) and total- 
concept (single project manager) approaches on different 
types and sizes of health facilities and (2) requiring that 
the fast-track .and total-concept approaches, along with the 
conventional approach, be considered on all health facility 
projects assisted under the Public Health Service Act. (See 
the report, p, 37.) 

HEW RESPONSE 

According to HEX, the phased construction and construc- 
tion management process described in its Technical Handbook , 
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for Facilities Engineering and Construction Manual, published 
in July 1972 and revised in June 1975, is responsive to our 
recommendation. 

Our report defined fast-track as the overlapping of 
programing, design, and construction so that one begins before 
the other is completed and total-concept as the undertaking 
of the entire responsibility for a project under one contract 
with the owner. 

The procedures described in HEW’s Technical Handbook 
stipulate that there may be no obligation of Federal funds 
to a project until a guarantee is obtained by a specific 
date that the cost of the total work will not exceed a de- 
clar ed sum-- a guaranteed maximum price. XZW suggests that 
before a guarantee is submitted the construction manager 
should prepare an itemized guaranteed maximum price for the 
entire project based on preliminary working drawings which 
summarize the costs for each component of the work as it will 
be packaged and bid. In addition to requiring a quaranteed 
itemized price, the construction manager and architect might 
also be required to designate that “design development” must 
be at a certain percent of completion before a guaranteed 
price may be submitted. 

HEW has also taken the position that, in lieu of the 
total-concept approach, a construction project be managed by 
a team consisting of an architect and construction manager, 
each under separate contract to the owner. Each member would 
exercise leadershis in his own field. The construction 
manager would advise the arcnitect in the design phase and be 
responsible for cost control of the entire project. 

OUR RECOtiMENDATION 

The Secretary should place more emphasis on preventive 
medicine and public health, giving particular emphasis to 
education for health professionals and paraprofessionals and 
to further reduction of the incidence of hospital-contracted 
infections. (See the report, p. 115.) 

HEW RESPONSE 

HEW’s February 17, 1976, memorandum of actions taken on 
our recomlmendations makes reference to a variety of programs 
which nave been developed relating to preventive medicine. 
Included among these grograms are: 

--Community Bealth Centers. 

--Family p lanni 
ng l 
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--Health Maintenance Organizations. 

--National Health Service Corps. ’ 

--Migrant health. 

--Maternal and child health and crippled children. 

--Physician assistants. 

--Area Health Education Centers. 

--Alcohol and drug abuse treatment. , 

--Mental Health Centers, 

In addition, the Public Health S2rvice’s “Forward Plan 
for Health, Fiscal Years 1977-1981” discusses “primary pre- 
vention strategy” that focuses attention on the underlying 
causes of preventable diseases and potential remedies. Ac- 
cording to the plan, many causes are not susceptible to 
direct medical solution but stem from social, economic, and 
environmental fat tars. In this regard, a national conference 
was conducted in 1975 with the American Collegs of Preventive 
Medicine to review the state-of-the-art of prevention. 

HEW’s February 17, 1976, memorandum also stated that the 
Health Resources Administration (BRA) conducts a variety of 
activities that support the development of primary care, 
including assistance for manpower development and training 
facilities. The concept of health maintenance as a principal 
component of primary care, according to HEX, strongly empha- 
sizes preventive care services. In this rzgard HRA is pro- 
viding support for 

--residency training of physicians in family practice, 

--training of physician assistants, and 

--training in public health. 

In addition, HEW’s Center for Diseas2 Control has launched 
an national study to describe current hospital infection 
control programs and determine their cost-effectiveness, 
HRA’s Bureau of Healtn Planning and Resources Development 
held seminars in 1975 on preventive medicine related to hos- 
pital-contracted infection. 
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OUR RECOMMENDATIONS 

The Secretary should develop for uqe by physicians, 
hospitals, and patients and their families specific current 
information about the availability of alternative health care 
services and facilities and the types of care provided by 
them and publicize (1) the kinds of care that can be obtained 
other than as a hospital inpatient and (2) the effect the use 
of different types of facilities would have on reducing medi- 
cal costs and insurance premiums. (See the report, p. 115. ) 

HEW RESPONSE 

HEW’s February 17, 1976, memorandum indicates that ac- 
tions regarding these recommendations a’re being taken through 
the provision of outreach services and the development of 
alternative modes of care, such as Health Maintenance Organi- ’ 
zations. HETvJ noted that implementation of the National Health 
Planning and Resources Development Act of 1974 will result 
in plans being developed to improve access to care and provide 
alternatives to inpatient care. 

OUR RECOMMENDATION 

The Secretary should study the geographic variations in 
lengths of stay for those types of diagnoses, such as normal 
delivery of the newborn, whose variances are less explicable 
for medical reasons and more likely to be attributable to 
physician customs and traditions followed in different local- 
ities, and, as applicatile and consistent with good medical 
practice, encourage physicians, through utilization review 
committees, to adopt those practices which will result in 
reducing patient lengths of stay. (See the report, p. 115.) 

HEW RESPONSg 

HEIii referred to several programs which are addressing 
utilization review, including Professional Standards Review 
Organizations ( PSROs) , Health Maintenance Organizations, and 
Community Health Centers. 

PSROs, according to HEWl are part of a broader quality- 
assurance program mandated to assure the medical necessity 
of services through concurrent review, medical care evaluation 
studies, and their review of patient and physician profiles. 
tiorms, criteria, and standards are to be developed and applied 
in each of these review activities. Health Maintenance Organ- 
izations and Community Health Centers advance the concept of 
utilization review through the internal group review of the 
services provided. 
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OUR RECCKQiENDATIONS . 
tie recommended that the Secretary: 

--Work with local and areawide health planners to es- 
tablish minimum standards of use for obstetric and 
pediatric services with a view toward eliminating 
unnecessary duplication of those services and to en- 
courage public and private third-party payers not to 
reimburse hospitals that consistently fail to adhere 
to such standards. (See the report, p. 115.) 

--Nork with local and areawide health planners to reor- 
ganize 2mergency services in communities served by two 
or more hospitals to eliminate duplicate facilities 
and services excessive to the needs of communities. 

--Assess the financial and personnel resources of area- 
wide health planning agencies and take appropriate 
actions, as necessary, to assist the agencies to 
increase these resources, particularly to improve their 
capability to determine health services and facility 
needs and develop and promote plans to fulfill those 
needs. (See the report, p. 116.) 

HEW RESPONSE 

HEW stated that these recommendations are being addressed 
primarily through implementation of th2 National H2alth Plan- 
ning and Rtsourc2s Development Act of 1974 and the Emergency 
Medical Services Systems Act of 1973. 

The National Health Planning and Resources Dev2lopment 
Act is designed to promot2 development of improved planning 
capability at state and regional levels and is aimed at 
improving access to care and containing costs. Priorities 
include increased provision of primary care services to the 
medically underserved population, devalopment of multiinstitu- 
tional arrangements for shared institutional and support 
services, the training and use of physician assistants, the 
promotion of group practices, 
care and health sducation. 

and improved m2thods of preventive 

The Emergency i+ledical Services Syst2ms Act of 1973 is 
designed to achieve optimal arrangements of em2rgency services, 
including the elimination of duplication. Recently, Emerg2ncy 
lqedical Services grantees have been required to categoriz2 
all emergency services and facilities with a view towards 
identifying potential duplication. 
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REPORTS ISSUED SINCE NOVEMBER 1972 
1 

Title Reference no. 

Observation On The Implementation B-164031(3) 
Of Title VI Of The Civil Rights Act 
Of 1964 In The Hill-Burton Program 
For The Construction And Moderniza- 
tion Of Health Facilities 

Issue 
date 

12-13-72 

Letter Report-- Review Of Certain B-164031(4) 
Complaints Concerning The Mountain- 
eer Family Health Plan, Inc., And 
The Beckley Appalachian Regional 
Hospital 

i-lo-73 

Progress And Problems In Providing B-154031(2) 
Health Services To Indians 

3-11-74 

Comprehensive Health Planning As B-164031(23 
Carried Out By State And Areawide 
Agencies In Three States 

4-18-74 

Review Of Certain Aspects Of The B-164031(2) 
Hill-Burton Health Facilitias 
Construction And tiodetnization 
Program 

5-3-74 

Review Of Grants To Health Mainten- B-164031(2) 
ante Organization Of South Carolina, 
Inc. 

5-17-74 

Review Of Selected Communicable 
Disease Control Efforts 

B-164031(2) G-10-74 

Need For Xore Effective Qnagement B-164031(5) 
Of Community Mental Health Centers 
Program 

8-27-74 

Letter Report --Review of Hill- s-164031(5) 
Burton Program Compliance With 
Certain Legislative Requirements I 
Letter Report --Request For Further B-164031(2) 
Information On Health Maintenance 
Organization Of South Carolina, Inc. 

9-25-74 

11-5-74 

Progress And Problems In 'Training MWD-75-35 
And Use Of Assistants To Primary 
Care Physicians 

9 

4-8-75 
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Title 

Improving Federally Assisted Family 
Planning Programs 

The Urban Rat Control Program is in 
Trouble 

Grants For Development Of Health 
Maintenance Organizations In Region 
IV 

Circumstances Surrounding Approval 
Of Mortgage Insurance For Cedars 
Of Lebanon Hospital 

How States Plan For And Use Federal 
Formula Grant Funds To Provide 
Health Services 

ENCLOSURE II 

IssLe 
Reference no. date 

MWD-75-25 4-15-75 

MWD-75-90 

MWD-76-41 

X5?D-76-17 

MWD-75-8s 

g-29-75 

10-21-75 

10-31-75 

12-9-75 
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COPY 

JULY 19, 1974 

Honorable Harrison A. Williams, Jr. 
Chairman, Committee on Labor 

and Public Welfare 
United States Senate 
Washington, D. C. 20510 

Dear Mr. Chairman: 

In response to a Resolution of the Senate Committee on Labor 
and Public Welfare, this Department has conducted a review 
of the General Accounting Office Report entitled “Study of 
Health Facilities Construction Costs,” and I am pleased now 
to transmit our report. Specifically, the Committee asked 
for a report on our findings, conclusions, recommendations 
and actions concerning its Resolution. Staff from the Of- 
fice of the Assistant Secretary for Legislation have at 
various times communicated with Committee staff on the 
progress of this activity, and we appreciate the Committee’s 
forbearance while we completed our report. I am particularly 
pleased to call your attention to the planned Departmental 
actions in the enclosed report, the implementation of which 
will result in approximately $750,000 being obligated within 
the next six months. 

As you know, there are two related but separate parts to the 
GAO study and its recommendations. The first part concerns 
itself with the process of planning, design and construction 
of health facilities; the second part addresses itself to 
the health services delivery issues. 

Although the cost of health facility construction is 
significant, national health expenditures for services and 
supplies are of far greater import, almost $70 billion in 
fiscal year 1971 versus $3.5 billion for health facility 
construction, a ratio of 20 to 1, This fact is the under- 
lying’ theme of much of the GAO report which stresses the 
concept of life-cycle costing and points out that the 
cumulative operating costs of a hospital facility usually 
egu’al or exceed initial construction costs in 1 to 3 years. 

Our response to the first six recommendations of the report, 
therefore I is directed not only to controlling initial costs. 
More importantly it also deals with achieving significant 
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Page 2 - Honorable Harrison A. Williams, Jr. 

savings in the life-cycle costs of both the facility and the 
activities conducted within it while determining how the 
facility can best b.e planned and designed to help health 
professionals improve the quality of services. 

The magnitude of health services delivery issues outlined 
by GAO is so great they cannot be addressed completely and 
fairly within the context of health facility construction 
costs alone. Therefore, we have addressed them in a more 
general manner. In addition, this Department will continue 
its efforts to control health financing costs, improve the 
organization and delivery of health services, explore new 
modes of health care delivery such as Health Maintenance 
Organizations and strengthen health planning activities. 

With respect to the implementation of the Department’s 
action plan, we would be pleased to provide whatever brief- 
ings or further information you or the Committee may wish. 

Sincerely, 

Secretary 

Enclosure 
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STUDY OF HEALTH FACILITIES CONSTRUCTION COSTS 

BACKGROUND 

The Study of Bealth Facilities Construction Costs was 
undertaken by the General Accounting Office (GAO) pursuant to 
Section 204 of the Comprehensive Health Manpower Training Act 
of 1971 (85 Stat. 462) enacted in November 1971. 

The GAO staff, assisted by Westinghouse Health Systems 
of Pittsburgh under contract, conducted its study of those 
health facility construction projects assisted under authori- 
ties of the Public Health Services Act. The completed study 
was submitted to Congress on November 20, 1972. 

On April 4, 1973, the Senate Committee on Labor and 
Public Welfare adopted a resolution relative to the GAO 
Study stating that the Department of HEW should assume a 
position of national leadership in the assessment and dis- 
semination of information about, and guidance with respect 
to, the use of innovative methods of health facility planning 
and construction. 
Education, 

It also requested the Secretary of Health, 
and Welfare to (1) compile and publish informa- 

tion on the essential factors to be considered in project 
planning, (2) explore the feasibility of reusing hospital 
designs, (3) study the feasibility of adopting a common set 
of construction requirements for HEW-administered programs, 
(4) develop and disseminate a scientific base of knowledge 
on construction requirements, and (5) require that the fast- 
truck and total concept approaches be considered for health 
facility projects assisted under the Public Health Service 
Act. It further requested the Secretary to solicit the 
cooperation of interested groups and individuals and to 
assume leadership in an effort to place greater emphasis on 
preventive medicine practice, make more appropriate use of 
health care facilities, employ more effective utilization 
review techniques, change health insurance incentives that 
emphasize in-patient care, share hospital services, and in- 
crease the capabilities of area-wide health planning agen- 
ties. 

FINDINGS 

The concept of new Federalism encourages the decentrali- 
zation of Federal activities and the assignment to State and 
local governments those functions that can best be carried 
out at that level. Iiowever I DHEW is the Federal Department 
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with primary responsibilities for health’affairs and has a 
national leadership role: no other governmental or private 
entity has the responsibilities or resources comparable to 
the Department. Further, the recommendations contained in 
the GAO Study have nationwide application rather than being 
regional or local in nature. Finally, any results of DHEW 
actions taken with respect to the GAO recommendations will 
apply only to Federal or Federally assisted construction; 
the results can be made available to other governmental 
levels and the construction industry for their uses as they 
deem appropriate. In this way, the proposed actions by the 
Department would be consistent with its responsibilities 
without usurping the prerogatives of State and local govern- 
merits. 

The first six recommendations of the Study are related 
to planning, design, and construction of health facilities 
with special emphasis on life-cycle costing, These recom- 
mendations properly reflect the title of the Study. The 
second set of recommendations contained in Chapter 4, en- 
titled, “i-leans By Which Construction Costs Could Be Reduced 
By Reducing Demand For Bealth Facilities,” relate to other 
aspects of the health care delivery system, On the surface, 
the chapter appears to deal with ancillary actions to reduce 
the demand for health facilities when in fact it deals with 
the larger issues in the health care delivery system. 
Stated in other terms, health facilities construction costs 
are an important but subordinate aspect of the larger prob- 
lem outlined in Chapter 4. The scope of the issues outlined 
is so great it is not possible to adequately address each 
of the points within the context of health facilities con- 
struction. Therefore, the thrust of this report will deal 
with the construction recommendations specifically but must 
restrain itself to addressing the Chapter 4 issues in a 
more general manner. 

Upon receipt of the GAO Study, the Department of Health, 
Education, and Welfare made analyses of the recommendations 
and developed a program. That program established eight 
projects considered to be responsive to the recommendations 
of the GAO Study and the Resolution of the Senate Committee 
on Labor and Public Welfare. The projects are: 

1. Publish Functional Guidelines for Use in Project 
Planning; 

2. Explore Feasibility of Reuse of Existing Designs; 
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3. Develop Common Set of Requirements for New Construc- 
tion Under “Hill-Burton,” Medicare, Medicaid; 

4. Develop Scientific Base of Knowledge on Fire Safety; 

5. Publish Policy Guidance on Use of Fast-Track and 
Total Concept Procedures; 

6. Establish a State of the Art Data Base of Innovative 
Construction Techniques; 

7. Develop the Methodology for Life-Cycle Cost Analysis; 
and 

8. Establish and Maintain a Repository of Life-Cycle 
Data. 

In health care facilities, protection against fire is of 
paramount importance due to the number of occupants who are 
bedridden or minimally ambulatory. This groupt more than 
the general public, needs maximum protection incorporated in 
the building design and construction. 

The need for initiation of work is self-evident for those 
areas related to functional planning guidelines, evaluation of 
reuse of designs, use of fast-track and total concept construc- 
tion, innovative construction techniques, and life-cycle cost 
analyses. Much of the raw data necessary for these studies 
comes from projects funded under the authorities of the Public 
Health Service Act. The long term Federal role in assisting 
health facilities construction may change and limit the 
availability of these data but there is sufficient existing 
information to at least establish basic project results, 

One of the GAO recommendations related to developing 
construction requirements, but not reflected in the RE:U’ 
project list, is important to health facilities construction, 
However, it also has the same or greater application to the 
entire building construction industry. There are other 
responsible Federal agencies with a greater involvement in 
facilities construction who must share our concern in this 
problem area. 

As a standard operating procedure the Department has a 
history of soliciting the cooperation and support of other 
agencies, private health organizations, and medical profes- 
sionals in all endeavors to improve the quality of health 
care services. The practice of enlisting the cooperation 
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of others in the health field is a widely recognized, if 
unstated, requirement of any Secretary if he is to provide 
national leadership. Therefpre, the GAO recommendation in 
this area must be viewed as a reinforcing statement of a 
long standing practice rather than proposing a new course 
of action, The GAO concerns relative to preventive medi- 
tine, use of health facilities, utilization review, in- 
surance incentives, shared hospital services, and area-wide 
health planning agencies are shared by this Department. 
In two of the areas, Health Maintenance Organization and 
comprehensive health planning including our new proposal 
for Health Resources Planning, steps are being taken to 
strengthen these facets of health care delivery, Planning 
of a health strategy for the coming 5 years, contingent 
upon legislative action in some cases, also reflects an 
increasing emphasis on the remaining four areas enumerated 
above. 

CONCLUSIONS 

The role of national leadership by DHEW in health 
facilities construction, implied in the GAO Study and re- 
quested in the Senate Committee resolution, is a valid posi- 
tion. Those recommendations by GAG related to the overall 
delivery of health care services are tied to an evolving 
health strategy comprised of many elements that are now 
under consideration in the Department or are being evaluated 
by the Congress for possible legislative action. Until the 
executive and legislative branches jointly define the role 
of the Federal Government in critical areas such as health 
insurance incentives and preventive medicine, definitive 
conclusions cannot be precisely drawn. 

In the specialized area of health facilities construc- 
tion I the task can be more clearly defined. Although an 
attempt should be made to enlist the aid of other Federal 
agencies, the hazard of fires associated with life and 
safety in health facilities is so serious that this Depart- 
ment should fund and proceed with the proposed project 
during this fiscal year. In the area of developing and 
disseminating a scientific base of construction require- 
ments as recommended by the Study, there are other Federal 
agencies with greater volumes of construction, e.g. Public 
Buildings Service, or with authorities to investigate these 
issues, e.g. National Bureau of Standards, Further , the 
Study noted the number of past efforts to resolve this prob- 
lem. Therefore, this Department will encourage the renewal 
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of work in this area but it.should not attempt to place it- 
self in the position of being.the lead agency in the resolu- 
tion of the problem. 

RECOMMENDATIONS AND ACTIONS 

We are taking the following actions: 

1. The Department will solicit support and funding, 
through an interagency agreement, of other Federal agen- 
cies who share our concern for improving knowledge of 
fire safety, but unilateral action will be taken by us 
this fiscal year to initiate the work. First year costs 
for the eight projects will be supported by $750,000 
to be made available from health appropriations. 
Monetary support for the projects will be furnished 
within available funds from applicable appropriations 
for the succeeding 4 years in the following estimated 
amounts: $930,000; 3845,000; $725,000; and $555,000. 

2. Health program planning and evaluation functions, 
in considering area-wide planning for health services 
or any of the other issues outlined in Chapter 4 of the 
GAO Study, will take full cognizance of and incorporate 
in its planning, the impact of health facilities upon 
the delivery of health care services. 

3. The support contemplated for this program will not 
exceed S years. Annual reviews will be conducted of 
the ongoing project s to determine their efficacy. As 
a result of the evaluations, recommendations will be 
made to the Assistant Secretaries concerned that a 
project be continued at its present level, that it be 
modified, or that it be terminated. 
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,lSANDU,M IIEPART~~&NT OF HEALTH, EDCCATI~N, 
OffICF. oi TW .s&CRE’r,LjlRY 

Arrimtrat Setrtto& for 
Administratioe end Xlaag*atet 

A8ristaut Sgeretsry For Horlth 
Tlmugh: Diractor, 8erlth Facilities 

Plallniag DiVil iae, aisn 

Director 
Office of Pactlitier Eagiaeering mud Proparty Maagt*zit 

Status Rapart au the HEW frogram Plaa Ralrtad to the GAO &port: 
%alch Plciritirr coertructim COIts” 

The attached Statum Report fs fazaiahed to rcqurfot you vith the 
progremr being cade oa the subject Rogram Plan. 
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Decmuber 9, 1975 ’ 
. 

STATUS REPORT of the 

lim PROC;BAH PLAN for: 

I HEW-NBS LIFE/FIR& SAFETY PRGJECTS 

SI LUE CYCLE BUDGE’IZNG AND CGSTWG AS AN AID ‘CLH b%XSfON HAKIHC 

III FACILITY PUNXTXG AND DEVELQPNEXT 

Plan dated - August 6, 1974 

Apgroved for Icglementatiaa: 

Assistant Secretary for Administration and 

Management - August 15, 1974 

Assistant Secretary for Health - August 30, 1974 

The Camp troller General of the United States issued cm November 20, 
1972, a Report to the Congress entitled “Study of Health Pacilities 

-cons talc tion co3 ts . ” The Report contained six facility related and 
8ix health care delivery recorrrmendations or suggestions. The REY 
Program Plan of August 6, 1974 seeks to be responsive to the facflity 
related recoamenda ciona . With the approval of the Secretary cn 
July 19, 1974, the Assistant Secretaries for Administration and Kanage- 
merit, and Health, then approved the Plan for inglemantatton with con- 
tract funds to be provided from the Public Health Service (PHS) , Health 
Resources Adninistration (HFA) R&D program as follows: FY-7S $750,000, 
m-76 $980,000, E’Y-77 $845,000, FY-78 $725,000, and E-79 $555,000, 
FY-76 funds have been provided to date. 

In November 1974 an inter*Departmntal agreement with tha National 
Bureau of Standards was negotiated, and in June 1975 contracts were 
awarded for the facility planning project and the life cycle costing 
project. The contracts are five year agreements in order to preserve 
continuity and tOCTISlentum, and are tied tc actual contractor performance 
and availability of HEW program ft-mds, It should be noted that the 
contracts were awarded shortly after the advent of the “National Health 
Planning and Resources Developxm~t Act of 1974,” Public L.aw 93-041, and 
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are supportive of that act. In addition, active and effective collab-* 
oration between HfU elements and their contractors for related vork has 
been accamplfsh~d. Day to day mnagership of th4 Program Plan is main- 
tained in the project office within the Office of Facilities Engineering 
and Property Management (OFEPK), Office of the Secretary, with monftor- 
ship and surveillance maintained by the DFvisfon of Health Facilftles 
Planning, Off ice of the Assistant ‘Secretary for Health, 

while support for the Program fs mostly from HEWPHS, the Federal Energy 
Administration has provided $30,000 in FY-75 funds to expand the life 
cycle costing project to include an energy component in the contract work 
statement, Negotiatf.ons are nw underway for FEA participation at a Level 
af $162,000 in FY-76 funds to expand their energy-costing interests ia 
facilities design. 

The attachments provide infotrnatian on project autpute and scheduLe: 

Attachent 1: W-NBS Firc/Lffe Safety (now in month 12) 

Artecbent 2: Life Cycle Costing (now in month 6) 

. . ‘. 
Attachment 3 : Facility Planning and Development (now in month 6) 

The coatractors are essentially on schedule. j 

Of particular interest has been the development and promulgation of 
policy gufdanca and procedures for implementation fn the HEU grant and 
lam progtama of accelerated delivery of health facilities through 
phasing and overlapping of the destgn phase and construction phaae - 
‘Fast Tracking,” The HEU approach utilizes “Cons true tion Hanagerren t vi th 
a Guaranteed Haximm Price (CM-CXP)“; this competitively bid procedure 
provides the advantages of the widely. practiced “Construction Hanage- 
merit (a>“, plus the additional advantage that the grantee-coumunicy 
owner has tha assurance that he has the financial capability to ccxpltte 
the project. (Attachment 4 is a recent HEU C&W publication guide .) 

Ufth regard to “Total Concept” or the **design-construct” type single 
contract approach, it is out belief that the grantee-community wrier 
utilizing a building team consisting of an architect-engineer and 
cw-w - each under sepsrate contract to the owner - achieves Gt, if 
nut all, of the asserted advantages of the single contract for dssign- 
cona true t . Furthemrt, the A-E CM (C2Q) team provides the cast- 
qwdfty protection the owner needs within the raquirez!nc fur publi: 
ccizpttitfvs bidding, It should be borne in mind that the mdsrn 

. horpitil ia an extra=ly cor;;pltx facility in technological term, and 
that procurement optform such as darign-construct have not been succeua- 
fully dermnstratcd in hospitals except under very special circumstances. 

&!d 
Diroc tor , office of iihties Wdn+=rFw 

and Property HaMge~rtt, os/Gw 20 
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TO : Dir&tot 
DATE 1 7 fEC Y.-S 

Off ice of Administrative Mzmagenmtt 

FROM : Director 
’ Office of Policy Development and Planning f 

SUBJzcn GAO “Study cf Health Facility ConstrucfAon Costs”: 
PUS Response co Health Service Delivery Issuss in Chapter 4 

In response to your memorandum of December 8, 1975, I am enclosing 
a report of PHS activities that relate to the areas of concern cited 
in chapter 4 of the GAO study. 

As you knov, members of our staff met with GAO on December 17, 1975 
to ascertain the nature af the new follow-up requesr. Subsequently, 
we requested HRA, CDC, HSA and ADAMHA to report ou ongoing activities 
related to the health care delivery issues raised in the GAO recom- 
mendations on pages 115 and 116 of the GAO 

t 
tudy. If you would like 

to review the actual responses that we rece ved, 
/ 

please let me knov. 
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Report on PHS activities re,lating to health service.delivery concerns 
cited in GAO Study of Health Facilities Construction Costs (November 20, i972) 

As the Department’s July 19, 1974 response to the GAO study indicated, 
the issues raised by chapter 4 are related only generally to health 
facilities construction. The Department concurs with GAO’s concern 
on the need to emphasize preventive medicine, utilization review, 
insurance incentives , shared hospital services, and health planning 
now as it did then. From a policy perspective, the PHS 
Forward Plan for Heaith, FY 77-81 outlines a wide vazty of activities 
which address a majority of the chapter 4 recommendations; the present 
report specifies those activities. It is hoped that this will clarify 
the scope of PHS programs that deal with the specific issues raised by 
the Study’s recommendations. 

GAO’s General Recommendation 

AS our original response indicated; working with numerous public and private 

“In view of the probable continuing high demand for health care 
services and the increased demand which may result from proposed 
Government programs such as national health insurance, implementation 
of the changes cited above could be instrumental in offsetting 
a surge in demand for hospital facilities and increased construction 
and medical care costs. Responsibility for implementing thsse 
changes rests with many governmental agencies, private health 
organizations, and medical personnel. Accordingly, ue recommend 
that the Secretary. of HFW seek their cooperation and take the 
leadership in the following areas.” 

sector groups on a variety of issues is an implicit responsibility of the 
Secretary. This leadership role has been strengthened and augmented 
by the solicitation from a wide range of groups, of cements on 
the PHS Forward Plan for Health, FY 77-81. The follot;ing is a descrip- 
tive listing of activities, underway and planned, that support 
specific areas mentioned in the GAO recommendations (pp. 11%1lG of the study-): 

Item 1: “Placing more emphasis on preventive medicine and public 
health, giving particular emphasis to education for health 

professionals and paraprofessionals and to further reduction 
of, the .incidence of hospital-contracted infections. ” 

A variety of service programs administered by the Uealth,Services 
Administration (HS.4) emphasize prevention, either through promoting effective 
public health semices, or operationally through current programs. This 
emphasis is central to the following %A programs: 
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o Comprehensive Health Centers 
o Family Planning 
o Health pkintenance Organizations 
o National Health Service Corps 
a Migrant. Health 
o Maternal and Child Health an;i Crippled Children Programs 

Another HSA program, the Indian Health Service, includes 
an active preventive health component that consists of sanitation 
and dental care, health education, and field medical programs, 
such as mental health, eye care, public health nutrition 
and soci’al services, 

The Health Kesources Administration (H&4) conducts a variety of activities 
that support the development of primary care, including manpower 
and training facilities, The concept of health maintenance as a 
principal component cf primary care strongly emphasizes preventive 
care services; hence, the support of primary care is an important 
component of any prevention policy. 

o Bureau of Health ‘I?(anpocier grants for residency training in 
family practice have been successful in attracting and training 
physicians in this primary care specialty. There are lGO0 
physicians enrolled in the first year of the three-year 
residency programs, more than 1200 in the second year, and over 
800 in the third. FY 1975 expenditures amounted to $15 million. 

o Under the Health Professions Construction Assistance Program, 
funds have been targeted to support primary health care 
facilities for teaching health manpower in a primary/preventive 

. medicine role, To date, 28 manpocxz projects costing 
$64.8 million for teaching facilities have been funded. 

Other ‘rIRA. programs emphasize primary care, prevention and health 
education in the education of professionals and paraprofessionals. 

o Thirty-six contract programs to train physician assistants Save 
been supported; 

o Family medicine will be emphasized under the Health Professions 
Capitation grant; 

o Project grants for training in public health emphasize 
community health education, public health nutrition, environmental 
health, and preventive health service programs in schools 
of medicine and osteopathy, dentistry, optometry, and podiatry; 

0 

o Kany Area Xealth Educ-+ a-ion Center programs include a preventive 
medicine and/or public health componect in the training of 
health professionals and paraprofessionals, These grograms 
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are chiefly educational, and are designed to address the 
problem of maldistribution as well, The t’aining of 
paraprofessionals reduces, to some degree, the need 
for professional services and lowers th$ cost of care; 

The Alcohol, Drug Abuse and Wental Health Administration (ADAKW) 
services address the issue of how to prevent the onset and 
progression of alcoholism, drug abuse, and mental illness. Community 
Mental Health Centers initiated by legislation in 1963, must 
provide five basic services of which “consultation and education” 
is one, Each of the ADAMA Institutes has developed informational 
materials in the form of posters, pamphlets, booklets, films, and 
TV spot ads, the goal of which is to disseminate information about 
the proper uses of alcohol; the dangers of alcohol abuse and 
drug abuse; the early warning signals of alcoholism, drug 
abuse, and mental disorder; and treatment’resources 
that exist. In addition, a variety of studies have been supported 
to review the effectiveness of some of these efforts - e.g., a 
1% evaluation study of consultation and education programs in school 
systems. Through these efforts, it is hoped that the incidence of 
new cases of alcoholism, drug abuse, and mental illness may be 
somewhat reduced, If. such a reduction were to occur, there would 
be a concomitant reduction in the need and demand for health facilities, 
and thereby a reduction in the total costs of constructing such 
facilities. 

Regarding the reduction of the incidence of hospital-contracted infection, 
the Center for Disease Control (CDC) has launched a national study to describe 
the current prevalence of various approaches to hospital infection 
control (study of the efficacy of nosocomial infection control - 
SENIC Project) and to determine the relative cost-effectiveness 
of the various approaches. In cooperation with the Xational Center 
for Health Statistics (HIW), CDC is conducting a mailed 
questionnaire survey of infection control activities 
among all U.S. hospitals, A representative sample of hospitals 
will be visited by CCC field staff to document the various approaches 
in detail. Later, teams of CDC medical chart reviewers will 
visit the same group of hospitals to determine to what extent the 
incidence rates of hospital-acquired infections have been diminished 
by the different hospitals’ programs. In this’ way, the most effective 
program components can be identified and can subsequently be stressed 
in a national. effort to reduce the demand for health facilities through 
further prevention of hospital-acquired infections. 

In addition, .the Bureau of Health Planning and Resources Cevelopnent 
(HM) held s eminars in 1975 on.preventiv 
contracted infections. 

e medicine related to hospital- 
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Finally, the PHS has been actively in-,?olved in.developing a primary 
prevention strategy , as outlined in the PHS Forward Plan for Health, 
FY 1977-61, focusing attention on the.underlying conditions or 

‘antecedent causes of preventable diseases, outlining a range of medical, 
legislative , regu:‘atory and economic alternatives that may not fit into 
the traditional medical model of health care. 

A relatively small number of underlying factors are judged to be 
primarily’responsible for much of the morbidity and mortality, including 
smoking, alcohol, poor nutrition, dangerous driving practices, environ- 
mental pollution, occupational hazards, infectious agents, and genetics. 
The Public Health Service is calling national attention to these 
problems, redirecting its priorities and resources, and suggesting 
alternative ways of overcoming them, 

The GXC Study, for example, addresses measures which may be taken to 
prevent heart disease. To attack this problem, the Public Health 
Service is promoting dietary changes in order to prevent or control 
high cholesterol, hypertension, and other risk factors through the 
training of health professionals; monitoring; identification of the 
nutritional content of food products; the development of new knowledge 
to increase our understanding of the relationship between specific 
dietary components and heart disease; and through the widespread 
transfer of nutritional knowledge by a number oE agencies of the 
Department. In addition, the Public Health Service has called 
national attention to the relationsXp betyceen smoking and heart 
disease; developed monitoring systems; emphasized cigarette smoking 
in health education efforts; and has suggested in the Forward Plan 
alternate trays of overcoming this problem including restricting the 
sale of high-tar and nicotine cigarettes, phasing out ,tobacco price 
suppor,ts, and banning advertisements. 

While a higher priority is being given by ‘the Public Health Service 
to the development of primary prevention programs, in many instances 
our capacity to affect these probiems is limited or unknot;n. In an 
effort to assess the efficacy and costs of various preventive approaches, 
NIB co-sponsored a national conference in 1975 with the American College 
of Preventive Medicine to review the state-of-the-art of prevention, 

Many prevention objectives depend on individuals deci.diRg to change 
their style of living. A primary PBS responsibility is to equip 
the public with the infortiation and skills necessary to enable them 
to make wise decisions about Vtheir health. The Bureau of Health 
Education (CDC) is emphasizing the development of new health education 
techniques so that effective programs to promote and improve health 
can be established throughout the Public Health Service, , 
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- Iitem 2: “Developing for use by physicians, hospitals and patients 
and their families specif.ic current information about the 
availability of alternative health care services and 
facilities and the type of care provided by them,” 

“Publicizing (1). the kinds of care that can be obtained 
other than as a hospital inpatient and (2) the effect the 
use of different types of facilities would have on reducing 
medical costs and insurance premiums.” 

An increasingly important alternative to’ inpatient care is surgery 
performed on an ambulatory basis in freestanding or hospital-affiliated 
surgical centers, In the broad substantive area of ambulatory surgery 
there appears to be little by way of literature; no complete 

.list of such surgical centers; limited consultation with and among 
experts in the field; Limited comparative,cost and charge data among 
facility types (hospitals, freestanding centers, doctors’ offices); 
poor definition and characterization of facility-types; conflicting 
perceptions of the merits and demerits of the ambulatory surgical 
approach to cost-saving; non-comparability between procedures by facility 
trpe ; and the absence of indicators to assess the comparative quality 
of surgical services. In response to these issues, among others, the 
Office of the Assistant Secretary for Health, in association with the 
National Center for Health Services Research (HRA), conducted a 
working conference in >Iay 1975 invoiving some 80 experts in the fields of 
health research, systems planning, quality assurance, economics and health 
seruices delivery. Tine outcomes of this discussion are being 
analyzed and will be published to provide guidance to the health community and 
the Department as overall research needs and priorities are established 
pursuant to the Social Security Amendments of 1972 (Public Law 92-603, 
Section 222) , 

fn addition, several ongoing programs serve the general purpose intended 
by providing outreach services or fostering the development of 
alternative modes of care. 

o The Bureau of Quality Assurance (HSA) is involved in the 
development, review and revision of health and safety standards 
for providers of home health agencies. The Bureau is on an 
interagency task force that is considering ways to augment 
and improve home health services, 

o The Health Maintenance Organization program (%A), by 
fostering the development of I-PlOs, is a key element in focusing 
attention on alternative methods 05 delivering health care 
services. For esample, current statistics indicate that the 
average.length of stay in acute inpatient facilities nationally 
was 900 days per 1000 people. INO data show that for programs 
of prepaid group care, actual rates are running from 380 days 
per thousand to 530 days per thousand, 
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o Many Indian Health Service (MA) activities.bring health services 
directly into Indian homes and communities. * Koreover, infcrztior; 
concerning the availability of these services and facilitits 
is distributed to potential recipients. 

o A major goal of the Community Hental Health Center (ADAX&1) prcgran is 
to reduce inappropriate utilization of mental hospitals, and to provide 
short-term care in the couznunity in which the patient lives. The 
combination of the increased availability of community-based 
services together with the increased use of therapeutic drugs 
has enabled State and county mental hospitals to reduce their 
resident patient populations annually since 1955. It is felt 
that the lotrg-term costs of providing care will be reduced, and 
the long-term ability of the system to provide appropriate care 
will be increased, Recent court decisions have required that 
less restrictive forms of care must be provided to patients 
outside of mental hospitals. These decisions will add further 
impetus to the movement toward community-based care, 

o ADAHXA has worked with the HZ40 program to assure appropriate inclusion 
of alcoholism, drug abuse, and mental health services 
in this program. Current legislation requires coverage 
for these services. Includions of coverage for 
these services can save H?P:Os money, by reducing 
the inappropriate use of other ‘health services by persons who 
are suffering primarily from alcoholism, drug abuse, and mental 
disorder *’ 

o Services.for the treatment of alcoholism, drug abuse, and mental 
illness have traditionally not been adequately covered by 
private insurance companies and by Yedicare and !!edicaid. The 

‘barriers to full reimbursement remain substantial, It has been 
an especially important goal of AD-tiW to reduce and remove these 
barriers, and to assure coverage that encourages the most 
appropriate form of care. Incentives for the provision oE 
outpatient care and for care provided in organized care settings 
have been part of the recent discussions on flational Health 
Insurance. Such coverage might be expected to increase the 
demand for outpatient services and for services in organized’ 
care settings which provide a range of services, while decreasing 
demand for long-term care facilities, 
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o Under P .L. 93-641, the Xational Realth Planning and Resources 
Development Act of 1974, Health Systems Agencies and Statewide 
Health Cbordinating Councils will be developing plans ‘aimed 
at improving access to care and containing costs. It is 
expected that these plans will emphasize alternatives to 
inpatient care as a strategy to achieve both of these aims. 
Moreover, strong consumer participation at both areawide 
and State levels may heighten awareness of the costs of’ 
hospital care. 

Item 3: 

. - 

I 

- “Studying the geographic variations in lengths of 
stay for those types of diagnoses, such as normal 
delivery of newborns, whose variances are less 
explicable for medical reasons and more likely to 
be attributable to physician customs and traditions 
followed in different localities, and, as applicable 
and consistent with good medical practice, encouraging 
physicians, through utilization review committees, to 
adopt those practices which will result in reducing 
patient lengths of stay.” 

Several PH.5 programs address utilization review (in addition to the 
review of care under the lledicaid and $fedicare programs) : 

o Professional Standards Review Organizations, as part of a 
broader quality assurance program, are mandated to assure the 
medical necessiry of services through concurrent review, 
medical care evaluation studies, and the review of patient 
and physician profiles.’ Norms, criteria and standards are to 
be developed and applied in each of these review activities. 

o ADAMHA has been working with both the health insurance program 
for military dependents (CXAXWS> and the Federal Employees 
Health Eenefits Program (FEHSP) to institute utilization review 
procedures that would reduce abuses of these systems, and ensure 
that appropriate forms of care are provided for and reimbursed. 
An important incentive for instituting these utilization review 
efforts was the concern that there might be increasing costs 
for the coverage of alcoholism, drug abuse, and, especially, 
mental health services. The experiences with the utilizarion 
review efforts to date, however, give reason for optimism about 
the ability of these programs to reduce abuses and hold costs 
within acceptable bounds. 

o Health Maintenance Organizations, Community Health Centers, and 
a the Yational Health Service Corps, (all administered by liS:i) , 

in establishing “group practices“ of various kinds, advance the 
concept of utilization review through the internal group 
review ‘of the services provided, 
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Item 4: - “Working with local and areawide health planners to 
establish minimum standards of use ‘for obstetric and 
pediatric ,services with ;i view toward eliminating 
unnecessary duplication of those services and to 
encourage public and private third-party payors not 
to reimburse hospitals that consistently fail to adhere 
to such standards. 

‘“Working with local and areawide health planners to 
reorganize emergency services in communities served 
by two or more hospitals to eliminate duplicative 
facilities and services excessive to the needs of 
communities. 

“Assessing the financial and personnel resources of 
areawide health planning agencies and taking appropriate 
actions; as necessclry, to assist the agencies to increase 
these resources, particularly to improve their capability 
to determine health services and facility needs and 
develop and promote plans to fulfill those needs .” 

These recommendations are being addressed through both the National health 
Planning and Resources Development Act of 1974 (PI L. 95641)) and the 
Emergency Xedical Services Act of 1973 (P.L. 93-45). 

The Emergency bledical Services Act of 1973 is designed to achieve optinal 
arrangements of emergency services, which includes the elimination of 
duplication , A recent requirement has been made of EXS grantees that 
all emergency services and facilities be categorized, with a view to 
identify potential duplication. 

The Department is currently in the process of implementing P.L. 93-641. This 
Act is designed to promote development of inproved planning capability at 
State and regional levels, aimed at improving access to care and containing 
costs. Among priorities in the development of health plans are increased 
provisions of primary care services, development of multi-institutional. 
arrangements for shared institutional and support services, the training 
and increased utilization of physician assistants, the promotion of 
group practices, and .improved methods of preventive care and health 
education. Attachment 1 surxnarizes the progress being made in implementing 
the Act. 

In addition to implementation activities, the Bureau of Xealth Tlanning 
and Resources Development (I-M) has undertaken a wide variety of projects 
which address directly or indirectly many oE the areas in the GAO 
r ecommcnda t ion. These are listed in Attachment 2. 
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Other Research Activities 

The National Center for Realth Services Research (HRA) establishes 
research priorities through intensive interaction with decision makers 
in the executive and legislative branches of the Federal Government, 
representatives of State and local governments, providers, and the 
research community. Although it is difficult to attribute specific 
programs or research initiatives to any particular report, the issues 

_ raised by GAO are among those that NCIISR. has identified as most pressing 
and current. For example, five major areas identified by NCBSR are: 

o inflation and procductivity (cost containment) 
o health insurance (financing) 
o planning and regulation 
0 emergency medical services 
o long term care (including the assessment of alternative 

assistance strategies) 

Attachment 3 contains a list of current studies supported by the 
Xational Center which address each of these areas. (This includes 
studies which attempt to measure or monitor quality of care.) 
Attachment 3 also contains recent testimony by the Director of 
NCHSX before the Subcommittee on Public Eealth and Environment 
(Committee on Interstate and Foreign Commerce) in the House of 
Representatives. 
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ATTACI&IZNT I. 

ProgreSs Kcprt on Irn;,lcmenta:ion’ October 24, 1375 

Of P,L. 93-641, The Hational Health Planning and Resources 

. . Development Act of 1974 

A. Area Designation 

. Section 1511 of P.L. 93-641 requires the Secretary, DHE\‘!, in cooperation with 

State Governors to designate health planning districts wit.%n all States and 

Territories I to be known. as Xea!:h Service Areas, These azcas :::ust meet 

criteria specified in Section 1511, unless waived by the Secretary, %‘ith tCle 

exceptions of Hawaii, Vermont, and Delaware, this Process is’now complete, 

Two hundred and +o Health Service Areas have been designated in 47 States. 

Both Vermont and Delaware have been requested to submit area designation 

plans as their requests for Section 1536 exemption have been denied. Hawaii’s 

. l . 
Section 1536 &in is still under study in the Department. 

B. Designation of Iiealth Systems Accncies 

Section 1512 requires the Secretary, DHEW, to designate a Health Systems 

Agency (HSA) for each of the designated Health Service Areas, Proposed 

regulations for this purpose were published in +&e Federal Recistcr on : 

October 17, (See attached summary of proposed rules ,) Applications will be 

accepted on the basis of the proposed rules, For further information con’&ct 

. 

the DHW Regional Health Adminis cator. 

The Departmen 

* 
. 

,t expects to designate the great bulk of the HSAs during 
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C, Centers for Health P!anninq 

Section 1534 requires the Secretary to establish a minimum of 5 center5 for 

health planning to provide multidisciplinary health planning and development 

assistinco. Proposals have been invited from organizations seeking to become 

a Center for Health Planning, Up to 10 centers wiIl be selected, one for each 

DHEW region, by December 31, 1975, For further information contact the 

Contracts Office, H&4. 

. 

D. State Health P!anninq and Dcveloprnent l 4gencies 

Section 1521 requires each State to designate a State Health Planning and 

Development .4gency. The Department expects to issue proposed regulations 
E . 

.by November 1975 I This will include minimum requirements for State 
. 

certificate of need programs, 
. . . L 

. 
4 

A consortium of States has begun preparation of a model State Administrative 

. 

Program under contract to the Department. For further information contact 

BHPRD t 

E. National Guidelines for Health Planning 

Section 1501 of P,L. 93-M requires the establishmenr by the Secretary of 

national guidelines for heal& planning within 18 months of enactment of thit; 

act. Over 90 national organizations have been invited to participate in the 
. 

development of guidelines, 4 genera! invitation was also published in the 

Federal Register, Fo: further information contact H-?.J., OFEL, 
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F, National Council an Health Planning and Devc!coment 

Section 1503 requires DHEW to establish a Natiord Gouncil on Health Planning . 

and Development, to be composed of 15 members representative’of providers, 

consumers, and government, Many nominees have been submitted, and the 

Deparbent is in the process of sclcction. For further information contact 

NRA, OPEL. 

G. Rate Regulation Demonstrations 

Section 1526 provides for rate regulation demonstration programs in up to six 

States, Twelve to 15 States have indicated varying degrees of interest in a 

rate regulation demcnstration program. For further information contact SSA, ORS. 
# 

H. 

I. 

Budget L 
,’ 

The FY 1976 appropriations have gone to the House-Senate conference. The 

health plain g and resource development program will probably be funded 

somewhere betieen the $186 million (high) and $180 million (low) figures 

suggested in the conference, 

0rg:anitation 

ENCLOSURE I I I ENCLQSURE I II 

The former Comprehensive Health Planning, Hill-Burton, and Regional Medical 
. 

Program Federal staffs have been reorganized into a new Bureau of Health 

Planning and Resources Developmen,t within the Hca:+ih Resources Administration, 
* 

DHEW, In addition, a Deparknental’committee chaired jointiy by the Assistant 
l 

Secretary for Heal’& and the Assistant Secretary for Planning and Evaluaticn 
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(Health) has been formed to overSee the program development in several areas 

(e.g., National Guidelines, rate regulation, Kational Council, and unilzrm 

‘SyStC!lllS). . 
c 

J, Other 

Proposed regulations concerning other aspects of the program are being 

developed according to the attached schedule. Outside input is being sought 

concerning ‘the direction proposed regulations ought to take. For further 

information contact BHPRD, OPC, 
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Summary Statement J 

ENCLOSURE III 

‘HEALTtl SYSTIIMS ACE.i;CIES 
(Notice of Proposed ‘Rulemaking) 

PUKTOSE: 
W.-e ee 

To propose requirements and procedures Eor designation and funding of 
health systems agencies (ZXs), as authorized by the flational Health 
PLnnnfng and Resources Development Act of 1974 (P.L. 93-641). 

SIGNIFICANT PROVISIONS: 

The IJW i.s so spec’ific on most matters that additional requirements have 
generally been proposed only where necessary for clarification or vhere 
mandated by the statute itself. This sutz~ry outlines the ?~for provisicns 
propt’sed to be added by regulation. References arc co the relev;nc sccticas 
of the proposed new Part 122 of Title 42 of the Codz of iederal RegulaLicns 
and to the preamble which accompanies it in the Federal Rcr.Lstcr, dated 
,lc:w 

if* Governots’ Role in Dcsigation of EISAs 

. The Secretary inccnds acti!Jely to consult with Governors and to give 
considerable weight to their recorzendations. EligibI e applicants 
are encouraged to contact Governors for a description of any issues 
or procedures which the Governors consider necessary fur applicants 

to address. The Governors must be given thirty days,co review app!i- 
cat ions. Should the Secretary not accept a Governor’s recommendacian, 
he must provide the Governor with a detailed statemcnc of the reasons 
for the decision. (See sec. 122.105 and the preamble.) 

w 

11, Governance of Public IISc’\s 

The Secretary has concluded, as a matter of lau, that the relationship 
between the regular public governing board of a public HSX and its 

separate governing body for health planning is governed by the pto- 
visions of section 1512(b)(3) of the Public Hi?al:h Service Xct. This 
permits (but dots no: mandate) the regular public governing board to 
exorcise considerable authority, Including authority to: 

1.. Select and remove members of the separate governing body for 
health planning; 

2. Estilblish personnel policies and review the appointncnt of the 
E.xecutfve Director and staff; 
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3. fkt ah1 

4. Set ru 

5. Review 
govern 

sh, mecure, and revise that agency’s budget; 
1 

es and regulations for the functioning of the agency; 

and comment on any proposed acti.on of the separate 
ng body. 

(See sec. l.22.109(d) and the preamble.) 

C. CovcrninyW.l\ody, --- . Comp_os it ion 

Not more than l/3 of the total membership of the governing body of a 
prlvnte HSA (or the separate governing body for health planning OE ;1 
public II!%\) may be puh!ic officials. (See sec. 122.109(bJ.) This 
rcquiremcnc has been atidcd co insure that a private agency not ‘0~: w 
dominated by pubiic members chat it becomes, in effect, a puSLic 
ogcncy . Put thcrmore~ even public agencies are required by the L.w 
to have a separate governing body for ‘neal:h planning, ~\nd the 
lfmittition in this case insures that the private sector wiil be 
i1dcquatel.y represented in public agencies. 

I!. Conditional Designation . .-- -- 

All WAS must operate under a Conditional D&ignation Agrecccnt for at 
lcast one year before the;* may be fully designa:ed. (See sec. 
.122.1r)5(b) (1) .) During the period of conditional designst:on, an 
MA must perform a cinic:ura set of functions concerning data an%lllysis, 
planning, coordination, and the review of new institucFonal hea!ch 
s~rvtccs proposed for its area; and it must maintain a governi,nz ’ 
body which meets all legal requirements. During the first yea: cf 
conditional designation, an HSA may not perform the review and 3ppr~- 

val function or the review of existing institutional health services 
w described in sections 1513(e) and (g), rcspcst~vel~, of the Act. 
An HSX must have developed its Heal:h Systers Plan and Annual 
lmplcmentation Plan before it may perform these review functions. 
(See sec. 122.106.) 

E. Designation Criteria 1 

The Scccctary ) aftcr consultation with the appropriate Covetnor z~d 
other appropriate State and local oeficials and consideration of his 
(their) recommendation(s), may enter into a Conditional Designation 
hgrecmrnt with an ent,ity whose designaticn vi11 best promote the 
]xlrposes of the Act. Selection criteria include consideration of 
tlic nppl icant’s: 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

F. 

I:. 

H. 

ENCLOSURE III 

I’roposcad work program, . 

/ 

C;ovcrn i.ng body select ion procedures, 

fnvolvcment of area rosidcnts in development of t.ht? application, 

Knowledge of area needs and resources, 

Plans for developing necessary relationships with other 
appropriate agencies, and 

Response to unique circumstances within a Stare. 

Applicants are required to describe rhe manner in which area residents 
rind local officials have been involved in devclopaenc of the applica- 
tion. Furthermore, the applicant must have sponsored a public t;ea:ing 
for Lhc purpose of obtaining views on its qualifications. (See sec. 
122,104 and sec. 122.105.) 

Cootdinal; ion with Other HSAs .-- --- - 

IGAs designated ;rithin areas which include parts of the same stlandard 
metropolitan statistical arca must enter into agreements which ~~OXOCC 
coordinated planning and resource development i (See sec. 122.107(b) (12) .> 

j”~u~~ltc Access and Involvement 
. 

An flSA must adopt by-laws which describe the marine: in whic.h ti7e public 
will b6 given adequate notice of its business neet’ings, -Jhich must be 
conducted in public. (See sec. 122.104(b)(l) and sec. 122.109(e) .) 
IL must make its data and records availabLe to the public, and it must 
provide for widespread dissemination of its plans &id its annual repor:. 
(Sea sec. 122.107(c)(Z), sec. 122.114, and set, 122.115.) 

Cant ractinrZ for services 

An HSA may conrracr with other entities to provide it with assistance 
in the performance of its functions; but it may not contract for the 
pecformilncc of an cntirc function specified in Its dcsignaeion agree- 
ment ; and it may not contract for the performance of routine planning 
fuclct ions. (See 6ec. 122.111(c).) 
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1. 

.I. 

K. 

lht3 2s t ms .*u- . --- ..-- 

Wltcrc ;In MA wish&s to undertake the 
or n now data system, it must obtain 
(See sec. 122.107(C)(l).)~ 

Arid i t s . . m-1. 

IlShs Uhich 3re not loc3l governments 

ENCLOSURE III 

design, hcvelopmcnt , and npr r;Itinn 
prior approval frost the Sccrctsry. 

shall arrange for ;Innual incicpen- 
Jcnt financial audits. (See sec. 122.211(d).) 

bj>pl&ation Materials and information -. .-d-*-e 

Applications may bc submitted prior to the publication ci final 
rtlguln t ions. Application materials and Eurtber information may be 
ohcsinctl from the Regional Heslth Administrator in ezch (if the 
ikpilrtmcnt’s ten regional oflices. Should the final regulations 
dirTor from the proposed regulations, applications filed on the 
has i 5 of t.lw proposed regulations will be rec.uired to be revised or 
~~m~wl~~rl as mny be necessary co conEorm to the final rct:ulatinus. 
(SC<! prcmblc. > 

‘I’i.tl~* 42 is proposed to be amended by adding a ncv SuSchapcer K, entitled 
*‘!I~~:11 t h I’ I nnning and Resources TIDcvelopmcnt” and by adding cl ‘neu Part 122, 
cnt it i.cd “health Systems Agencies,” to such Subchapter K;. (See preamble.) 
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Contracts Under Development by tb bureau of Health Planning ATTAC~NT 2 

and Resources Dwelopment - 
HRA 106-74-36 "Development of‘Approaches to Determining and 

Projecting the Need and @enand for Health Services" 

X&A 230-75-72' 

230-75-71 

HRA 230-75-70' 

HRA 230-76-0060 

HFL4 230-76-0058 

HRA 230-75-63 

HRA 106-74-56 

HRA 230-75-60 

HRA 230-75-0130 

HM 230-75-0110 

HRA 230-75-0129 

HRA 230-76-0064 

"Requirements for Program development in Health 
Resources Planning" 

"Issues Affecting Comprehensive Health Planning" 

"Impact of Health Care System Component Interactiqn" 

"Development of a Model State Health Plan" 

"Methodology for Determining Area-Wide Inpatient 
Bed Service Requirements: A proposal for the 
Development of a Kodel and Procedures iof: Us2 by 
Hqalth Systems Agencies" 

"Relation of Technological Advance in Sealth Services 
to Health Planning" 

"Analysis of Alternatives To 1ieet Deficiencies in 
Rural Ambulatory Care Services'l 

"Study For'Comparing Nethods For Determining 
Ambulatory Care bleeds, Using a Common Data Ease" 

"Estimatinq The Need For Inpatient Psychiatric 
Facilities-and Alternatives" 

"Development of Criteria and Standards for Hea 
Services" 

It/-i 

"Planning Approaches, Criteria and Standards for 
Specialized Services" 

"Development of Criteria and Standards to be Utilized 
by State and Local tiealth Planning Agencies in 
Reviewing Specific Project Proposals in the Area of 
Specialized Treatment and Generalized Inpatient Services" 

"Development of Criteria and Guidelines fcr Reviewing 
the Appropriateness of Institutional health Services" 

"Development cf Criteria and Standards to be 
Utilized by State and Local Health Planning Agencies 
in Reviewing Specific Project Proposals in the Area 
of Diagnost,ic Services" 

"Life Cycle.Costing Analysis" 
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293-75-0008 - "Economic Analysis and Critical Cost Analysis of 
Health Issues" 

HRA 230-75-69 "Models to Pr'oject the rleed for and Accessibility to 
Health Semi ces and Facilities." 

HR.4 230-75-0006 "Health Care Institution Node1 Long-Range Plan" 

HRA 230-75-62 "Development of Methodologies for the Health Planner 
to Evaluate Ser\lices Shared by Health Care Delivery 
Organizations" 

40 



ENCLOSURE III 

ATTACW9’T 3 . 
NATlONAL CENTER FOR HEA;J'uiSERYICES RESEARCH - . . ; : I3:I:.lIcc:uY ?rel!lCAL’ SIXVTCES (l2l.s) _’ . 

,. . . 

b 

ENCLOSURE III 

GldW NO. 

a.0 iis 01056 

RI8 HS 01665 

~18 HS- 01767 
* 

‘to1 1s 0178’1 

:or 11s 01957 

‘01 HS 00714 

:01 11s 01474 

.18 11s 01756 

18 HS OUOl 

. 

01 ES, 01923 

18 fIS 0170-s 

31 HS 02079 

TLTLE 

D _*.. _- - -_-y--a___=,=--- --- 

‘roficfcncy Teat Dcvclopmcnt 

bsk Aceivieies Analysis of Emcrp.ency Hcdicnl 
Services 

h,?luation of the Role of Police in the EI+s 
SysteQ * 

lclivcry oC lhxgcncy Hadic31 .Scrviccs in 
Disasters 

rhe Delivery of Rural E.N.S. - A Special Analysis 

, 

miltdical Dccisioti System: Emergency and Critical 
Care 

DIS Evaluation: Index of Injury/Illness _ 
Severity * - 

$fcct of nurn Education of Quality OF 
biergency Cart 

reacment and OuCcomes far CriticaS Patients 

clophone Protocols for Erxcgency Room Services 
. . . . 

.- 

Study of t&e Impscr of ‘Elobile Cotonary Care 
Units . 

. 

, -.. . ._ ._ - - ._ _ -..-_--.-- 

I’ROJ, l’l:1:IOI~ 

--- .--- .- -.-- 

, 
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. . . , 

1IRA 3.06-74-122 

HZM 104-74-357 

HFu 106-74-188 

:;'&'a 2X-75-176 

iP.4 230-75-214 

ENCLOSURE III 

TITLE 

Zonditions Under Mrlch Corrcctton 
Cm J3c Hndc h’illch k’ill Give 
Unbiased Jktimtes of rho 
Effects OS Emrjiency I;crrlrh 
Services Variables 

Study of Xcssn~cs Rcccivcd at 
an JXS Dispatching Center 

Evaluation of Emrgency kledicai 1 
Devises and Syerms 

hcqcncy Efcdical Scrricc in 
Hul ’ s * 

. 

Strategies for Developa~ent of 
Pteccss Pfcasurcs in LXS 

Effectiveness of Encrpxlcy Care 

. 

l’J;OJ OFJ:J” . . . 

. 

. 
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. . . 

RGl 1I.S 00469 

ROf 11s 01029 

. 

. . 

. 

ENCLOSURE III 

. 
xsstrlc: )IEALTIl IlISURXNCE (lW!AKCI:;C) 

. 

ffcccs of PIedicsrc on Phyoiclan Utilization 

eald Iasurancc and the Ucmsntl for 1ledi.A. ciarc 

tudy of Per-Case Rcimturscncnt for Eledical. Care 

. 

,. -. 
. . 

. 

. 
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CONTlUCT X0. 

_. 

HSM 110-70-416 

HAM 110-72-271 
. 

!U?? 230-75-141 

:illh m-75-156 

:lRA 230-75-L&l 

%I 230-75-166 
, . 

IRA 230-75-167 

ENCLOSURE III 

- --- -z...r 

TITLE 

?cdsral hployeos 1lcaltAi Ccncflts 
Pro&ram Uciliratfon Study 

4 Survey of Fcdcral Wployea 
llealth Bcncfits Progran 
Utilization Study 

:trsracceristics of Catastrophic 
Illneis in the United States -. 
National Profile 

:haracteristics of Catastrophic 
Illness in the t’nitcd States - 
Tim+frri CT bzalclysi$. 

*. 

rargztcd Study of Catastrophic 
Iilncss Addressing Spinal 
Injury 

Tareetcd Str;dy of Catastrophic 
Illness Addressing !!yocardial 
Infarction , 

Studies of Canadian Physicians ’ 
Supply Response: Location 
and Practice Xode nistribution 

Studies of Canadian Pliysicians’ 
Supply Response: Practice 
Organization and Hanagcmnt 

:. 
.. 

1 

. 

. 

. 
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L ’ 

CGANT KOO. 

I:21 NS 0123C 

.:.Ol ES 00903 

. 

TITLE 

w-.-m- _ -Y,~--~-- 

Mfusion oE Innovation in the Hoopirnl 
InduG try 

bmlyncs of Ilor;pital Charges nnd Length oE 
S&Q 

ozqital Cost Functions, Shared Services and 
Zlcr gcrs 

, Study of the Effects of blcdkolly Oriented 
Xousing 

. 

I 
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IISN '110-73-467 

1fRA 106-74-24 

: 

Iliu 106-74-119 

IWA 23a-75-159, 

!Rh 230-75-179 

f 

*. 

ENCLOSURE III 

hc Itqlact of the Economfc 
StnLilization l’rogran on 
Ilospicals and flospical Care 

nalysls of Dnta from the, 
National Survey--Trcn:ls in, 
Hcal~h Scrviccs Utlliz;tlon 
and bzpcndicurcs as a Dasis 
for Social Policy Formulation 

. . 
,naJysfs of Group Practice 

Efficiency 

a 
ic,-dice cl: :fic CCtCiZihi.llarlLS Of 

Scrvicc Intensity in the 
Medical Care Sector 

. 

It. Sinai Hospital Quality of 
Work Ilemons tratian Pro j est 

:: . 

. 
. . . 

, 
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. . . 
. 

. . 

l;Ol ES 01529 

. IQ01 11s 01539 

:Ol HS 00786 

2 A-276 
‘Formerly 11s 1454) 

l 

01 IiS 01495 

x3 HS 01531 
. . 

01 IIS 01849 

. 

h Study of the lnpoct of Federal iienlth Policy 

ENCLOSURE III 

h Systems !-lodcl of Ilealth Cacc D&cry 

I 
Legal Issues in bxlth Care . . . 

.’ 
. 

Fcdcral Program Inrplcmencatioa in Selected . 
State9 

Hospital Regulatory Reporting System: k - 
Demonstration 

Public Chollcn~e of IY’rixary Care Physicicn 
Authority 

. 

PI;OJ . I’l:I:lOl) 

, 
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. ’ 

CONTRACT NO. 

WI-. 

IisN 110-71-229 

llfL1'1OG-74-11 

IIRn 106-74-53 

IiM 106-74-57 

ti1i.A ix-74-133 

. 

t&106-74-186 

II?&, 230-75-142 

ENCLOSURE III 

p-e- - - -  - - .  
s-. .  -  

TIlLE 

-v- 

Expcriscntal Hcalch Sersiccs 
Delivery System 

Detomination of Planning 
Methodology Approprlaccnfss 

. for CUP Utility 

Uealth Data Systcri Rcsourcc 
Dcvelopacnc 

:cxpact of. State Certifimtc of 
Kecd Las on licalch Care 
Costs .and Utilization 

Lnvnntory and Asscssnek of 
IIcalth A:;cncy Planning and 
EvaLuation Studies 

. 

Systems of Reimbursenent for 
Lang-Term Care Services 

health Care Utilization in 
VCl.Ollt 

. 

. . 

: 

PROJ . OFFI<. 

. 
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GXANT NO. 

. es- 

Ru 11s 00733 

R18 1lS 00808 

Rl8 IIS 01222 

Pa 11s 01437 

R01 HS 01568 

RN. HS 01577 . 

X01 HS 01563 
l 

ROl Hs 01590 

KO1 HS 03.596 

ROl HS 01611 

x01 HS 01623 

ROl IiS 01649 

ROl HS 01710 
. 

. 
R2I IIS 01722 

ENCLOSURE III 

TlTLE 

-.-.d--.---~--“--~--- 

CampuUx-Eased On-Line Therapy llonitortng Sj-stem 

Fzpctime.nt~l blcdical Care Rcvicw Orp-d.tacion * 

Decision hnnlysis for Concurrcnl; bhdical lk?icw 

. 
Resolving Ilcclth Disputes: Analysis and 

Dcluonstration 

Ikalth Care Evaluatiw frojact - 

Quality of Grc and,an HXO Autoa:ated ?fedFcaL 4 
Record . 

Npehod of Evaluating and Improving Ambulatory 
* Medical Care 

. 
Evaluating an Outcome-Based Quality Assurance 

System - .- 
-. 

;Quality hsscssmcnt t!cthods in Primary Care 

b Study of Preventable Zosyital. Admissions 

Fancily Lwcstncnt iu C!lild Health 
. 

. 
Developing Cri:cri.on ksurcs of, Nursing Care- . .’ . 

Ongoing Study of Effects of Galth Care on 
Outcomes . 

i 

. 

tescribing Quality Assurance in sn HXO 

, 
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CwbNT HO. 
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Mr. Chairman and Members of the Committee: 

. I am pleased to have the opportunity to appear before this Subconnnittcc 

today. ‘. 

As you know, the National Center for Health Services Research, llealth 

Resources Administration, was established in accordance with the pro- 

visions of Public Law 93-353, the Health Services Research, Health 

Statistics, and Medical Libraries Act of 1974. It is the mission of 

the National Center to underta!ce and support research, ‘evaluation 

and demonstration projects respecting virtually all aspects of health 

semices delivery in this country. 

The entire research agenda of the National Center for Ilcalth Services 

Research is directed at understanding and influencing the vay health 

care is organized, financed, and delivered in this country. All of 

the research, therefore, is germane to any discussion of national 

health insurance. . 

A number of issues of public policy cons titutc the point of Jeparturc 

for the Center’s research program. These include: quality of cart- 
, 

inflation, productivity, and cost; health care for the disadvantaged; 

health manpower ; planning and regulation; . ambulatory ;tncl cmorgcncy 
. 

medical services; long term care; and health insur~ncc. 

As you have already heard, important experimentation and demonstration 

activities are being undertaken by the Social Security Administration 
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which will contribute significantly to OUT understanding of specific 

. 
. 

reimbursement and related financing and managomcnt issues. 

. 
With regard to health insurance, the researcll s~~p\wrt~ci hy the 

National Center for Health Sezvic;es Research over the past several 

years has done much to clarify some of the uncertainty around 

several issues of particular importance. 

Studies examining the price eLas ticity or respons ivencss of demand 

for health services, ,the distributional aspe.cCs of national health 

insurance benefits and ‘finance, the efficacy of regulatory activities 

to control inflation, and the impact of insurance on provider price 

and output decisions have added to our understanding of the implica- 

tions of various proposals, 

What we are presenting here taday is a synthesis of the findings of 

research undertaken or supported by the National’Ccntcr for IleaLtlr 

Services Res earth . While this research reprcscnts h .substontinl. pnrt 

of all. research carved out in this area, the information itself does 

not represent the totality of what is known. In addition, it must be 

emphasized that the findings described relate specifically to the 

particular setting in which the study was undertaken, the characteris tics 

of the date available for analysis, and the analytic structure of the 

research itself. Investigations that are likely to confi n or rmtfi f’y 

some of these conclusions are currently underday. Of ten clori f ic2C:iorl 

of the issues and questions associated with a major 1lt:al th p01 icy 
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decision depends entirely on hi.ndsig!lt or cx post evaluation OC a 

policy already in effect. What is necricd in addition is analysis 

based upon conceptual and emTjirica1 arguments *which can help to 

array the possible alternative outcomes of a policy IIIC~SII~C bcforc 

its enactment. This is the primary concern underlying the rcscarc[1. 

It is from the accumulation of consis tent results in a varic ty of 

research settings that reliable guidance for policy can be obtained. 

One major subset of Center supported research has focused on what. 

might be called the Demand Response to MI. Several s tudics have 

empirically addressed the factors which can differentially affect the 

consumption of, and ability to pay for, various hc al th services. 

Some of the important issues which are part of this subset are: 

(a) the impact of a reduction in net money price on tllc demand 

for selected sertices, by socioeconomic class and medical 

problem. 

(b) the effect of coinsurance and deductibles on demand for 

health care. 

(c) the impact of changes in scope of coverage on demand. 

(d) the effect of time costs, such as travel ancl waiting time. 

(e) the impact of other non-financial barriers to access , sue!1 

as race, social class, education, etc. 

(f) the impact of, and ‘on, alternative sourcc:~ 01’ supply 

(e.g. j outpatient clinics vs. inpatient IIC~C of f~onpl.Lfll:~). 

To date, Center supported research has documcntcd the: followfn~; :‘indin,;r;: 

(1) Any new ,dernand arising from PM1 should not lead to major price 

increases or rationing mechanisms in the hospital sector, 
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This is because insurance coverage Ear I~ospitnls is already 

quite extensive and hospi.tals are operating at I?i.storicaLI.y 
. 

low capacity levels. A fu! I. coverage insurance plan would --a 

lead to a 5% to 15% increase in demand for hospital care 

@helps ; Newhous e) . 

. . (2) Tn contrast to its anticipated effect on demand for inpatient 

hospital care, ~31 will have a dramatic inpact on the demand 

for ambulatory sewices ‘@helps ; Hewhouse; Scitovsky; S Loan). 

A full coverage health insurance plan would add at least 7% 

to the existing demands for physicians s erliccs outside of 

the hospital. A plan with 2X coinsurance would add at 

least 30% to the existing demand for phys icisll scrviccs 

outside of hospitals (Phelps; Newhouse; ScFtovsky). 

(3) Coinsurance, as already indicated will, aLEcct all medical 

care expenditures but will be pa?ticularly effective in 

dampening increased demand for ambulatory semices (Newhouse). 

(4) Insurance plans with a deductible are not likely to cause 

a major increase in the demand for ambulator-f care, so Ions 
, 

as the deductible is above the amount most individuals spend 

on medical care. Rccause tlhc individual. tiocs not c:c;xxt to 

contcmplsting the use of routinc, Lowcr 11r I or-tl 13orv I.l*(:f~ 

(Newhous e) . 

(5) The cost of travel time and waiting time arc nomcuilot rnorc 

important than money prices in rationing or deterring 

utilization of ambulatory care (Lal/e; HoLtman). !4aiting 

time in the physician’s office is more Lmportant, in this 
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. 
respect, than travel time (Lave) . b(otLvation to enter the 

medical s.ys tern for prevent ivc care may, IlotJcvcr, be loss 
. * 

dependent on time or money prices than on cowumcr education 

(S alkever) . 

(6) It is still, empirically, unclear whether NtII would benefit 

those dresumably willing to wait (low-income persons) more 

than persons with a high time cost (Holtman; Phelps), and 

whether higher time costs can significantly moderate 

inflationary demand pressures on ambulatory physician services 

(Lave; IIoltman) . 

(7) Under rather restrictive assumptions (a I~ooulation similar 

to that using the FEIIBA high option plan), the provision of . 

catastrophic health insurance on a national basis, with 

unlimited ceiling and very high deductible, wouid not lead 

to a suhs tantial increase in demand for medical care, Since ’ ’ 

annual expenses of $3,000 0; more were relatively infrequent 

for the group of Federal employees s tudled, there was a 97% 

reduction in the number of claimants when the annual dc- 

Juctiblc was raised from $50 to $3,000; Claim C:?pCllSCS 

fell by two-thirds by increasing the annun 1. clcd~~ct j 1) to to 

$1,000 (ADL). 

(8) Coverage of persons with large medical cxpenscs incrcuscd 

sharply between 1963,-1970. Over 7X of “catastrophic 

expense” (i.e., expenditures of $5,000 or more as rccordcd 

in the CFAS-NQRC survey) was covered by insurance i.n 1370 

compared to 50% in 1953 (Phelps). 
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(9) Federal tax deductions for private contributions to Ilcalt[l 

insurance premiums subs tantial1y rcducc the net prlco Ilaid 

by ccmsumers for such insurance. These tnx sutsidics 

average 18% of total premiums, are greater for higher income 

families in the higher tax brackets, and reduce the private 

cost of medical care since these subsidies more than outweigh 

loading fees of insurance companies. (X premium costs in 

. excess of benefits) (Phelps ; M. Felds tein) . 

(10) Tha effect of a major increase in the consumption of 

ambulatory services due to NH1 is likely to be qualitative, 

not quantitative. Objective indices of health status, such 

as life expectancy, are not likely to show any change. 

Rather, the benefits-of additional Itcaltil scrviccs arc 

likely to be subjective including rglicf of xtxicry, 

symptomatic relief, and provision 6f prognos tic information . 

(Newhous e ; Lave ; Anderson) a 

A second subset of issues dealt with by Center supported research 

can be categorized as Supply Response to NHI. These issues essentially 

reflect the impact of health insurance on provider behavior wit11 respect 

to production and pricing decisions. 

The following conclusions have heon provided In ;:~QI~L’ ~HV/ c:~r,[ rflr:~+ 

research funded by WIISR: 

(1) A l.oZ increase in the proportion 01: tflc poI)ulatfon XI.L~I 

major medical insurance, which is very similar to many 

proposed ?MI. plans, would increase fees by .19 to .30 
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percent. Thus, even an NH1 with coinsurance and dcduc tiblc 

features would likely lead to fee inflation (Sloan; 
1 . 

M. Feldstein) . 

(2) Major medical insurance coverage has a stronger effect 

on physicians ’ average revenues per visit than on fees 

charged. This suggests that either the number of services 

per visit has increased and/or physicians resort to more 

extensive itemized billing (Sloan). 

(3) Another measure of the effect of insurance is given by 

the relationship between PIedicare Supplemental Insurance 

Benefits per capita and average revenue per visit. 11 

1.0% increase in benefits per capita is as.sociatcd with 

a .60 to ,75% increase in average revcnltc, This increase 

may reflect a short run, once -for-all increase’ in collcc tipn 

ratios and/or decrease in free care to the elderly (Sloan), 

(4) Existing insurance is heavily biased in favor of surgical 

and in-hospital procedures . An AHA physician survey 

revealed that 65% of surgical specialists ’ biLlinS were 

covered by insurance , as compared to 45X of medical 

specialists ’ billings and even less of (:1’s ’ and pcdf atr Lcj;lrl:;! 

billings, This suggcs ts tflctt u. CXJ~ll~~l-~!hc?tl~j f VC: ;Jil i W 1 ! i !l;l.V~’ 

a much more drmatfc cffcct (JKI C’~IC! ~CWIIUI f.(~r of I I~.l~ ~1.1 1191 

relative to hospital visits (Sloan). . 

(5) The supply of physician effort (hours per week and weeks 

per year) does not appear to be veq scrsitivc to short- 

run changes in eunings (Sloan), 
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(6) A camparison of the usual-cus tomary-rcasonahlc (UCR) 

and traditional fee schctlule methods of reimbursing 

physicians indicates that UCR results in bbtlh higher fee 

leyels and faster rates of fee inflation. On the other 

hand, UCR is usually associated with more thorough and 

comprehensive coverage (Sloan) . 
(7) Foreign medical graduates are more likely ,to participate 

in Blue Shield plans which prohibit direct patient billing, 

thereby providing an important source of oarc for many 

low-income pcoplc. On tflc other hand, board ccrti Ciccl nrltl/or 

medical school affiliated physicians arc less Iikcly to 

participate. Holding physician characteris tics constant, 

the higher the fee schedule, the greater the 1ikeLihood 

of participation. These results indicate that cost-quantity- 

quality tradeoffs must be faced in the design of an NH1 

plan (Sloan), 

63) From an analysis, of the Plcdicare system it was found 

that a) expanding physician supply reduces hospital 

admissions and the cost of cart per cpinoclc, but tlrcso 

savings arc offset by incrcascd in the cosl:s 41 out-uJ:- 

hospital care, and b) extended care fat ilf tics arc 

complements rather than substitutes for short-term 

hospitals, and their coverage increases per episode cos ts 
l 

(hi. Felds tein) . 

(9) The quantity of services provided per physician appears 

to decline as prices increase, suggesting that the supply 

CUIVC of phys icians ’ services my be baoIa;ar(i benti irll; 
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(10) Lncreascd use of psramcdical aides artd supplies increases . - 

the prices and costs of physicians’ scrviccs (31. Feldstein) . 

(11) Increased demand for hospital care has led to the offering 

of a more technologically sophisticated, and more expensive, 

hospital product. Another source of historical increases 

in hospital costs has been rising hospital wages . In 

(W 

large part, the increases in wages and technological 

sophistication may bc due to biases in the cxtcnt and type 

of existing insurance covcragc (M. lTc1dstci.n). 

In response to the introduction of a compulsory, universal 

health services insurance program (Wedicare) in Quebec, 

Canadian physicians s tudied reduced the length of their 

work-week by an average of 8.5 hours., increased vacation 

time and days off, reduced patient contacts, and hired 

more ancillary personnel in response to a sudden increase 

in demand for their :jervi.ccs, Average waitin): time to 

uppoilltmcnt ilu-ronsod fIXI 6 .U tl0 11.0 llUy:i, illid wai tiilj; 

tfmc i,n phy:~ i c inns 0 i fl ccs a t:ir) fncrcil:icd. A 1 L ol’ LIIc!:L’ 

factors suggcs t that the number and mix of proccdurcs per 

visit may have changed quite substantially in response to 

the increAsed demand pressure. (Enterline). 

. 
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to increase in the short run (say, for five years or,morc> 

sufficient to meet anticipated,demand. This will lead to 

rationing through a variety of mechanisms such. as delays 

to appointment , waits in offices, a reduction in time 

spent per, patient, reducing the “revisit!’ rate, and/or 

handling more cases over the telephone. The degree to 

which each of these mechanisms will be called into pI.ay 

is unknown (Newhouse), 

(14) Changes in trcntment of otitis media in childron, appendi- 

citis, maternity care, cancer of the breast, forearm 

factures in children, pneumonia, duodenal ulcer, snd myocardia! 

infarction were, in general, cost-raising during 196C;- - 

1971, i.e., costs rose more than they would have if prices 

only had changed. Total cost of treatment for myocardial 

infarction rose 126X during 1964-1971 with price increases 

accounting for an increase of 70% and net additional inputs 

for an increase of 33%. Changes in trcatmcnt were, howc!vcr, 
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Average treatment costs of thcsc conditions cwc 13X and 

17% respectively, but would have risen 32% and 33% if it had 

not been for cost-saving changes in i.nputs. of medical 

services CScitody) . 

(15) A 1973 survey of physician attitudes towards MfI revealed 

that 56% of .the doctors were in favor .oE some form of 

’ WI, more than 80% viewed it as inevitable, and 75% were in 

favor of peer reviews under WI. The level oE support for 

NH1 ‘is apparently underestimated by physicians themselves’. 

Almost 75% of the respondents believed that most doctors 

they knew personally were opposed (Colombotos). 

(16) It is. extremely difficult to generalize about what types 

of factors cause shorter or longer lengths of stay or 

higher or lower bills, because the significant patterns ;lre 

often dllferent from one di.ngnosis to nnothcr. Cenl>rally 

the attending physician have a Ear greater impact on Zcn~ch 

of stay and charges than do the patient’s income and insurance 

’ characteristics. It seems to be generally true that, within 

a diagnosis category, patients who are either in intensive 

care or are operated on have significantly higher lengths 

of stay and higher service costs than other patients. It 

also appears to, be true that regardless of the diagnost ir 
d 

catego+, older, more experienced phys ici,T?ns tc~cl LO 
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1 hospitalize their patients for longer periods oE but, but 

order fewer hospitnl services for their p;iti.cnts, th:~n 

be hospitalized for longer periuds cl: time ;rnJ ~(1. l’ccluirc 

. more services (i.e., art charged higher bills) t11;1n 

younger persons and whites. Higher income patients have 

consistently shorter lengths of stay (Nathan). 

A fina subset of Center sdpparted research has focused on what 

might be termed Regulatory Response. 

effectiveness of programs designed to 

and cost inflation. The findings are 

0) The Economic Stabilization 

reducing’wage increases of 

These issues deal with the 

control heaLth service price 

not encouraging : 

Program was very cf fee rive in 

hospital employees. This was 

not the case, however, with regard tu costs; ‘input intcns ity 

did not decline as a result of controls, Scvera 1 reasons 

for ESP’s minimal impact on costs ere perverse disinccntivcs 

and incentives which were part of Phase IT, ambiguity OE 

the regulations , and the expectation that the controls 

would be short-lived and, therefore, not ncceTsi.tctc . . 

cost-saving managerial changes (Ginsburl;). 

(2) The time pattern of cost increases show r:tpid lncrc:lsc!; 

in, the inflation rate at the time of ttlt’ i 11: r~Jdll( L i ~JII TV I 

Medicare and >!edicaid, the rate appc::lrin;.: t I) 1~1 1 I ~III. I ttr 
. 

rest of the period, Although hospitz COYI ‘; 1 nr rr,:l!~crl 
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faster than the Consumer Price Index during cllr period 

studies (1964-1973)) inflation did s row agl-rrtici;Ib Ly ciurin,~ 

the period of Cost of Living Council (Co1.C) rcgul,?tions. 

The extent to which this can be ascribed Lo COLC is not 

entirely clearj however, since the decline in the’ hospital 

inflation rate Started in 1970 before COLC was established. 

Future cost regulations must take into account outpatient 

activity, . st;iffing and expansion policies, rind the 

importance of Focal rather than state d;l;l <l,:~vc) . 

(3) Preliminary cvidencc obtained from an c~c~tlc~r~cCf ii* ;III;I I ysis 

of aggregate state data suggest that cr?rti Ti c:tl.c-o I’-ncc>ti 

laws have encouraged Q change in the ctJrnposit ivn of IIoapi tal 

investment . Al though success fully curbing bed exp;lns ion, 

such laws have prompted hospitals to accelerate their 

investment in services, Eacilities, and equipment. Aside 

from the programmatic restrictiveness of the ccttificste- 

of-need review process, possible reasons for thi? change in 

hospital investment mix’ in.c;ude.prestigc-mnximizinS beh.~vi.or 

on the part of hospitals and reducctl cl~‘:l (71’ f)ort-(Iwif1~;. 

Policy implications such as c:<p:Ind Inv, L!W rr.:vi(w pr~(~r..y!: ~0 

include a review of changes in servi ccs, f’;lc i I itlc!;, ;IWI 

0 equipment would have eo be evaluated in liqhr of thi: 

potential increases in administrative COST of such a review. 

Finally, certificate-of-need progracs mclv tend to incre,zsc 

hospital inpatient costs per day while ci:~ys ,ztt- capita end 
. 

admissions per capita have been reduced (S.-~lkcver, nice). 

67 



ENCLOSURE III ENCLOSURE I I b 

. 

. 

insurance, will still have an inflationary impact on LIIC flc?;,l tfl 

services system. This will be particularly evident in rhe CJSQ 

of ambulatory care. Inflation will evolve not only from 3 

sharp increase in demand for pfiysicisn services but a supplier’s 

response in which phvsicians trade off incrwsed rcs’enue for 

greater leisure time and institutions invest in costly cquinment 

and facilities at the institutional level. licsul;ltury mechanisms 

{in the pa,st) have not been successful in curil;ns this in’flntion. 

The ‘research findings which I have described for you do not 

exhaust the Center’s portfolio of active grants and conti-acts which 

deal with NHI; In the near-term, findings will be avniiabie from B 

series of contracts which are entitled “Impact of Mtional Economic 

Conditions on the Health Care of the Poor.ft These contracts 

empiricaLly address the effects of adverse economic concfi tions =tnd 

reduced ability-to-pay.on the use of public vs. voluntary lacilirries 

(Policy Analysis), provider rationing (Rhode IS~YIIV.~ Ji(?;~lth ~cr~icc.~ 

Research, health status (Pieharry), use of emergency and rlIILp::I;icnt 

facilidies (Columbia’ University), access (~olfcy I\rl;lL~:;i.:;), r;C:i’t(! 

and .local financing in heai:h services (Urh:ln ln::t:i t.lJISr.:j, :,II~I I~,:IJ: 

of insurance coverage (Abt; BatteLle). The latter qb0(11~] /JC 
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c 

Another series of contracts aims at clarifying vasipus issues 

pertaining to catastrophic insurance (Abt ; Jefferson ?icdiL*riL College ; 

Research Triangle Institute; Trapnell). Research effprt is also 

continuing in an examination of the effects of alternative physician 

and patient payment mechanism on prices charged to conwmers, the cosc 

and supply of physician scrviccs, and physician productivity 

(Mathematics). Finally, MI analysis of the determin;lnts CIC service 

fntcnsity in hospitals (Stanford University) and ;I COSL-~I:~C~~C~~C~~~~:;S 

analysis of periodic health screening procedures (Schwi rzcr) ;lrc 

underway. 

The National Cenrer is also conducting research relcv;tnt to the 

possible scope of benefits under WI. In collaboration wit b’ tf12 

Social Security Administration, the National Center is current Ly 

sponsoring seven demonstration programs in adult day cqre and/or 

homemaker services and comprehensive care as alternatives tcj 

institutionalization for sclcc ted I.tedicnrc: ~1x1 ~cfl i(.:i i 4 I~c~n~!l 

The evaluation of these projects (/~lccli.c:~In r;ysl;tira:: (:~~rllr~r .II 1 Iron 

provide valuable infomation concerning the types (11. 1tro;:! :IIW: 

) WLll 

rr11rl 

program reI.ated costs likely to be associated ;srirh these patcnti.;lI 

benefits, 
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several attachments which abstrclct the rcscarch findinGs which 1 

have discussed and wish to put into the record. , 
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