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GAO

Accountability * Integrity * Reliability

United States General Accounting Office

Washington, DC 20548

June 15, 2001

The Honorable Fred Thompson
Ranking Minority Member
Committee on Governmental Affairs
United States Senate

Dear Senator Thompson:

To assess the progress of the Department of Health and Human Services
(HHS) in achieving selected key outcomes that you identified as important
mission areas, we reviewed HHS’ fiscal year 2000 performance reports and
fiscal year 2002 performance plans required by the Government
Performance and Results Act of 1993 (GPRA).' For HHS, these documents
consist of an overall departmental summary and a combined report and
plan from each of 17 operating components and staff offices.” Our review
generally covered the same outcomes we addressed in our June 2000
review of HHS’ fiscal year 1999 performance reports and fiscal year 2001
performance plans to provide a baseline by which to measure HHS’
performance from year to year.” These selected key outcomes are

less fraud, waste, and error in Medicare and Medicaid,

beneficiaries receive high-quality nursing home services;

poor and disadvantaged families and individuals become self-sufficient;
improved prevention of infectious diseases, including vaccine-preventable
diseases;

reduced use of illegal drugs; and

public has prompt access to safe and effective medical drugs and devices.

"This report is one of a series of reports on the 24 Chief Financial Officers Act agencies’
fiscal year 2000 performance reports and fiscal year 2002 performance plans.

%Our review focused on the reports and plans of the following HHS components:
Administration on Aging, Administration for Children and Families, Centers for Disease
Control and Prevention, Food and Drug Administration, Health Care Financing
Administration, Health Resources and Services Administration, Indian Health Service,
National Institutes of Health, Office for Civil Rights, and Substance Abuse and Mental
Health Services Administration.

3Observations on the Department of Health and Human Services’ Fiscal Year 1999
Performance Report and Fiscal Year 2001 Performance Plan (GAO/HEHS-00-127R, June 30,
2000).
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Results in Brief

As agreed, using the selected key outcomes for HHS as a framework, we
(1) assessed the progress HHS has made in achieving these outcomes and
the strategies it has in place to achieve them and (2) compared HHS'’ fiscal
year 2000 performance reports and fiscal year 2002 performance plans
with its prior-year performance reports and plans for these outcomes. We
also agreed to analyze how HHS addressed major management challenges
that we and HHS’ Office of Inspector General (OIG) identified, including
the governmentwide high-risk areas of strategic human capital
management and information security. (App. I provides detailed
information on how HHS addressed these challenges. App. II contains
HHS’ comments on a draft of this report.)

Progress and Strategies

Overall, the reports and plans of HHS components indicated that they had
made mixed progress in achieving their key outcomes. In general, the
components’ strategies for achieving these outcomes appeared to be clear
and reasonable. The following paragraphs summarize our findings:

Planned outcome: Less fraud, waste, and error in Medicare and Medicaid.
While the Health Care Financing Administration’s (HCFA) performance
report and plan indicate that it is making some progress toward achieving
its Medicare program integrity outcome, tracking progress was difficult
because of continual changes in its goals. HCFA had no program integrity
goal for Medicaid for fiscal year 2000 but has since added a developmental
goal. A major HCFA strategy to tackle the problem of fraud—the addition
of new goals—appears to be reasonable. However, a number of the new
goals outlined the need to establish a process to address problems, and in
some cases, targets to measure progress had not yet been developed.
Planned outcome: Beneficiaries receive high-quality nursing home
services. HCFA’s performance report and plan indicate that it continues to
make progress toward ensuring that nursing home residents receive high-
quality care, but its three goals under this outcome are surprisingly narrow
in light of its broader agenda, embodied in about 30 ongoing initiatives to
improve the quality of care in America’s nursing homes. The lack of
recognition of the initiatives is even more surprising in light of
congressional direction that HCFA establish benchmarks and track
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progress in implementing each of the initiatives. HCFA’s strategies for
achieving this outcome appear to be clear and reasonable.

Planned outcome: Poor and disadvantaged families and individuals
become self-sufficient. Similar to last year’s review, we could not fully
assess the Administration for Children and Families’ progress in achieving
this outcome because the agency again was unable to provide timely
performance data for many of the related measures. The little data that
were available for fiscal year 2000 portray mixed success, and newly
available fiscal year 1999 data generally indicated a similar picture. Few
Administration for Children and Families’ strategies for achieving this
outcome are directly linked to specific performances that fell below fiscal
year 2000 or 1999 target levels, and the strategies do not address in detail
reporting delays from program partners, as we urged in last year’s review.
Planned outcome: Improved prevention of infectious diseases, including
vaccine-preventable diseases. The performance reports and plans of HHS
components indicate that they have made mixed progress toward
achieving the 15 infectious disease prevention goals associated with this
outcome, but in some cases data to measure progress were unavailable.
Several agencies acknowledged their problems with data time lags, and
some pointed to trend data to suggest that they are getting closer to their
targets. While the components’ strategies for achieving some goals are
clear and reasonable, they do not always discuss how they plan to attain
unmet goals, and some strategies are not directly tied to goal attainment.
Planned outcome: Reduced use of illegal drugs. The Substance Abuse and
Mental Health Services Administration’s (SAMHSA) performance report
and plan indicate that it has made some progress in achieving this
outcome. While it continues to have problems collecting data for about
half of its 80 goals, SAMHSA reported that it met or exceeded its target for
nearly 90 percent of the goals for which it had data. Delays in reporting
performance data were attributed to time lags in data collection, analysis,
and reporting by states. It plans to have final data for most performance
goals later in 2001. SAMHSA did not report strategies for achieving several
planned goals. Thus, while it cited measurable targets and time frames for
achieving its prevention and treatment programs, it omitted details about
how these programs will attain their targets.

Planned outcome: Public has prompt access to safe and effective medical
drugs and devices. The Food and Drug Administration’s (FDA)
performance report and plan indicate that it has made significant progress

*HCFA now refers to the nursing home initiatives as the Nursing Home Oversight
Improvement Program.
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in achieving this outcome. In last year’s assessment, we reported that
performance data were unavailable for the majority of FDA’s goals. In
contrast, the fiscal year 2000 performance report provides outcome data
on nearly all goals, and FDA reported that it met or exceeded most of its
targets. FDA'’s strategies for achieving this outcome are clear and
reasonable. When FDA did not meet a goal, it generally provided an
explanation and discussed strategies for improving future performance,
including human capital strategies.

Comparison of Reports
and Plans

Although the current reports and plans of HHS components were generally
similar to last year’s, some changes have improved their usefulness and
readability. For example, the Centers for Disease Control and Prevention
(CDC) made extensive revisions to more effectively communicate and link
its goals, measures, and targets with the strategies for achieving them. The
Administration for Children and Families and FDA added summaries that
provide a helpful overview, and HCFA generally made its narrative
discussion more concise. Finally, FDA made strong use of graphics this
year, and HCFA introduced graphics into its report and plan. However,
several key weaknesses that we noted last year remain. For example, time
lags in the availability of performance data continue to be a major problem
for the Administration for Children and Families and SAMHSA and affect
some goals for other HHS components such as HCFA, CDC, and FDA.
Although the Administration for Children and Families did not present
specific strategies to overcome these delays, SAMHSA said it is working
with states to improve its performance reporting, as directed by the
Congress. It may not always be realistic to expect the availability of
complete data at the same time annual performance reports and plans are
issued, but trends will become apparent as the number of performance
reports and plans grows with each passing year. CDC and the Health
Resources and Services Administration have made progress in addressing
our past concerns about data verification. However, this issue remains an
unaddressed problem for HCFA’s nursing home-related goals and for
SAMHSA. Finally, tracking HCFA’s reporting of program integrity issues
continues to be problematic, making it difficult to fully report on progress.

Management Challenges

HHS does not have departmental performance goals related to two of the
governmentwide management challenges we have identified—human
capital and information security. However, several HHS components have
included these goals and measures in their plans, and some cite progress.
For example, HCFA’s performance report and plan indicated that it is
making progress both in its workforce planning effort and its initiative to
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Background

update information security policies. In general, HHS could do a better job
of illustrating how it is using human capital strategies to improve
performance. We have identified five other major management challenges
facing HHS, four of which were encompassed in key outcomes discussed
earlier—Medicare program integrity, nursing home quality of care,
economic independence for families, and medical product safety.’
Regarding the fifth challenge—ensuring a well-designed and administered
Medicare program—HCFA is taking steps to reduce the gap between the
current and targeted skill levels of its employees.

HHS reviewed a draft of this report and found it to be an accurate and
complete assessment of the key outcomes and major management
challenges contained in the GPRA reports of its components. We have
addressed its specific comments in the corresponding sections of the
report.

GPRA is intended to shift the focus of government decisionmaking,
management, and accountability from activities and processes to the
results and outcomes achieved by federal programs. New and valuable
information on the plans, goals, and strategies of federal agencies has been
provided since federal agencies began implementing GPRA. Under GPRA,
annual performance plans are to clearly inform the Congress and the
public of (1) the annual performance goals for agencies’ major programs
and activities, (2) the measures that will be used to gauge performance, (3)
the strategies and resources required to achieve the performance goals,
and (4) the procedures that will be used to verify and validate
performance information. These annual plans, issued soon after
transmittal of the president’s budget, provide a direct link between an
agency’s longer-term goals and mission and its day-to-day activities.’
Annual performance reports are to report subsequently on the degree to
which performance goals were met. The issuance of the agencies’
performance reports, due by March 31, represents a new and potentially
more substantive phase in the implementation of GPRA—the opportunity
to assess federal agencies’ actual performance for the prior fiscal year and

5Major Management Challenges and Program Risks: Department of Health and Human
Services (GAO-01-247, Jan. 2001).

The fiscal year 2002 performance plan is the fourth of these annual plans under GPRA.
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to consider what steps are needed to improve performance and reduce
costs in the future.”

HHS has a broad and challenging mission that touches the lives of
Americans from every economic stratum: enhancing the health and well-
being of all Americans by

providing for effective health and human services, and
fostering strong, sustained advances in the sciences underlying medicine,
public health, and social services.

With a budget of $376 billion and a direct workforce of 59,000, HHS
administers some 300 health and social programs, including Medicare,
Medicaid, the State Children’s Health Insurance Program, Temporary
Assistance for Needy Families, and food and drug safety. HHS’ programs
often require operating components to coordinate with partners such as
state, local, and tribal governments; grantees; and contractors. For
example, HCFA shares responsibility with states for administering
Medicaid—a program that provides health care to certain low-income
persons. HCFA also monitors the approximately 50 Medicare contractors
that pay claims for the program’s elderly and disabled beneficiaries and
that establish local medical coverage policies. SAMHSA administers a
grant program to states for treatment and prevention services for persons
at risk of or actually abusing alcohol or other drugs. Finally, the
Administration for Children and Families partners with states to provide
support to needy children and transition their parents to work.

"The fiscal year 2000 performance report is the second of these annual reports under
GPRA.
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Assessment of HHS’
Progress and
Strategies in
Accomplishing
Selected Key
Outcomes

This section discusses our analysis of HHS’ performance in achieving its
selected key outcomes and the strategies it has in place—including human
capital and information technology—for accomplishing these outcomes.®
We also provide information drawn from our prior work about the
credibility of the agency’s performance information.

Fraud, Waste, and Error in
Medicare and Medicaid

While HCFA'’s performance report and plan indicate that it is making some
progress toward achieving its Medicare program integrity outcome,
progress is difficult to measure because of continual goal changes that are
sometimes hard to track or that are made with insufficient explanation. Of
the five fiscal year 2000 program integrity goals it discussed, HCFA
reported that three were met, a fourth unmet goal was revised to reflect a
new focus, and performance data for the fifth will not be available until
mid-2001. HCFA plans to discontinue three of these goals. Although the
federal share of Medicaid is projected to be $124 billion in fiscal year 2001,
HCFA had no program integrity goal for Medicaid for fiscal year 2000.
HCFA has since added a developmental goal concerning Medicaid
payment accuracy.

One of HCFA’s key Medicare program integrity goals is to pay claims
properly the first time. Therefore, HCFA has set the performance goal of
reducing improper payments as a priority for Medicare. The central
measure of progress for this goal is the rate of improper fee-for-service
payments, which is now estimated by the HHS OIG. HCFA will assume
responsibility for measuring this error rate in fiscal year 2002. HCFA
reported meeting its fiscal year 2000 error rate target of 7 percent with a
rate of 6.8 percent.

HCFA reported that it did not meet its fiscal year 2000 goal to perform
medical reviews of 100 million claims, and it is difficult to determine
whether its revised goal is being continued.’ In its narrative, HCFA

8Key elements of modern human capital management include strategic human capital
planning and organizational alignment; leadership continuity and succession planning;
acquiring and developing staffs whose size, skills, and deployment meet agency needs; and
creating results-oriented organizational cultures.

°In fiscal year 2000, its contractors processed about 900 million claims.
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explained that it revised its goal to focus on improving the accuracy and
appropriateness of medical reviews rather than simply to increase the
number of reviews conducted. But later, in a chart describing changes in
GPRA goals, HCFA noted that this goal was subsumed in a fiscal year 2001
goal to improve the effectiveness of program integrity activities through
successful implementation of this and nine other initiatives contained in
the Comprehensive Plan for Program Integrity. The current performance
report and plan only cursorily mention the Comprehensive Plan initiatives
but indicate that the goal will be reached in fiscal year 2001 and therefore
will not be continued.

HCFA discontinued two of its fiscal year 2000 performance goals for
which it reported making progress. Although data will not be available
until mid-2001 on its discontinued goal to decrease the improper payment
rate for home health services, HCFA reported “expected achievement” of
its 10-percent target as justification for dropping the goal. Nevertheless,
this area remains on the HHS OIG’s list of major management challenges.
HCFA also discontinued, with little explanation, the goal of increasing the
ratio of dollars recovered through the audit process to dollars spent on
auditing activities. It reported it dropped the goal because of data source
concerns (which it did not discuss) but also said it is examining other
ways to measure progress on this issue. HCFA nevertheless reported that
it exceeded its fiscal year 2000 target for this goal. In commenting on a
draft of this report, HHS noted that HCFA has discontinued certain goals
because they are ultimately part of the overall error rate measure and do
not reflect the accomplishments of HCFA’s overall program integrity
efforts.

We have previously reported on two general weaknesses that hinder
HCFA'’s efforts to ensure proper payments of Medicare claims: outmoded
information systems and weak financial management procedures."
Without effective systems, HCFA is not well positioned for sound financial
or programmatic management. HCFA has taken steps to modernize its
systems and strengthen its financial management but many challenges
remain. For example, HCFA'’s fiscal year 2000 performance report notes
progress made in addressing weaknesses related to its financial
information, such as improvements in controls over Medicare contractor

GA0-01-247, Jan 2001.
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data." However, HCFA is still not in compliance with the Federal Financial
Management Improvement Act (FFMIA) and continues to have material
weaknesses related to reliability and documentation of its financial
information.” HCFA acknowledges that its ability to fully address
underlying financial weaknesses remains impaired because it lacks a fully
integrated financial management system.

Despite repeated instances of noncompliance and the need for an
integrated general ledger system to address major financial management
weaknesses, HCFA’s performance report does not include specific goals
and targets for achieving compliance with FFMIA, a situation we also
noted in prior performance plan reviews. While HCFA’s Chief Financial
Officer Comprehensive Plan for Financial Management includes goals for
developing an integrated general ledger system, this document and the
related costs and resources for implementing the system are not referred
to in HCFA’ s performance report or plan.

HCFA'’s strategies for achieving many goals related to minimizing fraud,
waste, and error appear to be clear and reasonable. One important HCFA
strategy is to establish new goals and revise existing goals that will
enhance program integrity efforts. Recognizing limitations in the
usefulness of the national Medicare error rate as a management tool,
HCFA'’s strategy is to develop a subnational error rate. Thus, it established
a fiscal year 2001 goal of developing a separate error rate for each
Medicare claims contractor and of implementing a provider compliance
rate. It is also developing a method for estimating a fraud rate among
providers within its contractors’ service areas. Finally, HCFA introduced a
fiscal year 2002 goal intended to improve the provider enrollment process
by ensuring that only qualified and legitimate providers are permitted to
participate in Medicare.”

Because many of the baselines and measures for these new and revised
goals are under development, HCFA'’s intended performance regarding
them is unclear. For example, HCFA's fiscal year 2002 plan contains a

YHCFA did achieve a “clean” opinion on its fiscal year 2000 financial statement, a Medicare
contractor performance goal.

“Medicare Financial Management: Further Improvements Needed to Establish Adequate
Financial Control and Accountability (GAO/AIMD-00-66, Mar. 15, 2000).

“Medicare: HCFA to Strengthen Medicare Provider Enrollment Significantly, but
Implementation Behind Schedule (GAO-01-114R, Nov. 2, 2000).
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developmental goal to improve its oversight of Medicare fee-for-service
contractors." Its fiscal year 2002 target is to build on progress achieved in
fiscal years 1999, 2000, and 2001. Similarly, HCFA'’s fiscal year 2001 and
2002 plans include a developmental goal to help states conduct Medicaid
payment accuracy studies in order to measure and ultimately reduce
Medicaid payment error rates. The fiscal year 2001 target is to establish
the feasibility of conducting pilot projects within states and, for fiscal year
2002, to assess the pilots initiated by two states.”

With respect to one fiscal year 2001 goal, HCFA notes human capital and
information technology limitations but does not discuss strategies for
addressing them. Thus, HCFA reports that because of limited resources
and funding, it only audits a small percentage of providers regarding credit
balance recoveries and that it lacks the database needed to track provider
activity in this area."

In prior reviews of this key outcome, we noted that HCFA did not
adequately address the need for coordination with other organizations.
While HCFA includes a brief coordination section in the individual goal
narratives, it does not consistently provide details about planned
coordination strategies. For example, one coordination strategy reads:
“We will continue to work with our partners in conducting our everyday
business of ensuring Medicare claims are paid properly.”

High-Quality Nursing
Home Services

HCFA’s performance report and plan indicate that it continues to make
progress toward its outcome of ensuring that nursing home residents
receive high-quality care but its focus on just 3 goals under this outcome is

YRor years, HCFA’s contractor evaluation process lacked the consistency that agency
reviewers needed to make comparable assessments of contractor performance. HCFA
reviewers had few measurable performance standards and little agencywide direction on
monitoring contractors’ payment safeguard activities. HCFA now is refocusing contractor
performance evaluation to achieve a risk-based, consistent national approach to contractor
review. See Medicare Contractors: Despite Its Efforts, HCFA Cannot Ensure Their
Effectiveness or Integrity (GAO/HEHS-99-115, July 14, 1999) and Medicare Contractors:
Further Improvement Needed in Headquarters and Regional Office Oversight
(GAO/HEHS-00-46, Mar. 23, 2000).

PHCFA plans to work with two states to conduct payment accuracy studies to help refine
methodologies and to assess the feasibility of constructing a single methodology that could
be used by all states.

%See Medicare: HCFA Could Do More to Identify and Collect Overpayments
(GAO/HEHS/AIMD-00-304, Sept. 7, 2000).

Page 10 GAO-01-748 HHS' Status of Achieving Key Outcomes


http://www.gao.gov/cgi-bin/getrpt?GAO-99-115
http://www.gao.gov/cgi-bin/getrpt?GAO-00-46
http://www.gao.gov/cgi-bin/getrpt?GAO-00-304

surprisingly narrow, given the broad range of its approximately 30
initiatives to improve the quality of care in America’s nursing homes. The
lack of recognition of the Nursing Home Oversight Improvement Program
initiatives is even more notable because the Senate Committee on Aging
requested that HCFA establish benchmarks and track progress in
implementing each of these initiatives. In commenting on a draft of this
report, HCFA noted that its performance goals are not intended to be a
comprehensive list of its performance measures.

On the basis of interim data, HCFA reported that the prevalence of
restraints used in nursing homes decreased during fiscal year 2000. This
decrease represents the second consecutive year in which the goal of
reducing the use of restraints was surpassed. Final data were expected
after the publication of HCFA’s performance report. Regarding its second
goal, HCFA reported, for the first time, the prevalence of nursing home
residents suffering from pressure sores (bedsores) and established future-
year performance targets for reducing their prevalence.

HCFA reported making progress toward its third goal of modifying the
survey and certification budgeting process to develop national standard
measures and costs. Once developed, these standards can be used to more
effectively price each state’s survey workload and to develop workload
expectations for each state. However, when we compared HCFA’s current
and prior-year plans for implementing this new budget methodology, we
determined that the modification will likely take HCFA longer to
implement than it planned. For instance, although its earlier plan indicated
that its price-based methodology would be complete in fiscal year 2001, its
current-year plan shows that future-year targets for this goal are yet to be
determined. Nevertheless, in fiscal year 2001, HCFA said it will allocate
budget increases to states with unit survey hours that do not exceed 15
percent above the combined national average for nursing home surveys.

HCFA also eventually plans to use the standards for setting state
performance measures to assess the quality of nursing home surveys
performed by each state. As we noted in last year’s report, the critical step
of assessing states’ performance could begin sooner if HCFA used existing
data. For instance, one of HCFA’s regional offices has analyzed data for
several years to help evaluate the performance of state survey agencies in
its region in areas such as whether states vary the timing of surveys to
ensure that nursing homes are unable to predict the date of their next
survey. In a report issued in September 2000, we highlighted HCFA’s
commitment to begin using data currently available to compile periodic

Page 11 GAO-01-748 HHS' Status of Achieving Key Outcomes



reports on state performance and to supplement these reports with on-site
work to assess state performance."”

Data inconsistencies we and the HHS OIG identified raise questions about
the accuracy of HCFA’s information on the prevalence of restraint use and
pressure sores. However, HCFA did not note any concerns about the
reliability of the On-Line Survey and Certification Reporting (OSCAR)
System database, nor did it discuss the concerns about minimum data set
accuracy raised by the HHS OIG. Our prior reports on nursing home
quality have noted the considerable variation across states in the reporting
of nursing home deficiencies in OSCAR—a situation that suggests some
states may be better than others at identifying problems." The HHS OIG
recently found several problems related to the use of the minimum data
set, including differences between information on residents contained in
the data set and data maintained in the residents’ medical records.” We
also noted last year that HCFA recognized the need to be cautious with its
use of data in the minimum data set until it assesses the data set’s
accuracy and completeness.” HCFA intends to award a contract this year
to begin minimum data set validation work in 2002. In commenting on a
draft of this report, HCFA said it found our discussion of this proposed
validation contract inconsistent with our finding that it had not discussed
concerns about minimum data set accuracy in its GPRA report. We believe
that HCFA’s GPRA report should have acknowledged the proposed
validation contract since it is directly relevant to a discussion of the
reliability of data used to measure progress in achieving goals under the
nursing home quality outcome. HCFA also expressed concern about the
reliability of the HHS OIG’s findings on minimum data set accuracy. The
fact that HCFA has a proposed validation contract suggests that it, too, has
concerns about minimum data set accuracy.

Despite its narrow focus on only three goals, HCFA’s strategies to achieve
them are generally clear and reasonable. For example, to decrease the

YAreas to be measured include survey timing, deficiency documentation, and complaint
investigations. Nursing Homes: Sustained Efforts Are Essential to Realize Potential of the
Quality Initiatives (GAO/HEHS-00-197, Sept. 28, 2000).

BN ursing Home Care: Enhanced HCFA Oversight of State Programs Would Better Ensure
Quality (GAO/HEHS-00-6, Nov. 4, 1999).

HHS OIG, Nursing Home Resident Assessment: Resource Utilization Groups, OEI-02-99-
00041 (Washington, D.C.: HHS, Dec. 2000).

YGAO/HEHS-00-127R, June 30, 2000.
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prevalence of pressure sores, HCFA is working to improve surveyors’
ability to assess residents’ conditions by conducting educational seminars
for surveyors and adding a new investigative protocol to help surveyors
detect pressure sores during a survey. It is also strengthening enforcement
activities against homes that fail to prevent avoidable pressure sores.
However, HCFA’s discussion of its strategy to ensure that nursing home
residents are not unnecessarily restrained is incomplete. It notes that it
relies on the state survey and certification process but does not discuss
the role of outside groups,