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Control Peer Review Organizations (PROs) as a means of monitoring the
medical necessity and quality of in-hospital care provided to
Medicare beneficiaries. Findings from a HCFA survey of PROs in
California, Florida, and Georgia are used to_illustrate the need for

PROS_to profile data on hospital and physician quality-of-care .

problems and to monitor inappropriate discharges of beneficiaries
- needing skilled nursing care. It is recommended that PROs be required

to _include quality-of-care review data available from the 1984-1986

contract period in their profiling of hospitals and physicians. It is
also recommended that, as part of their discharge reviews, PROs be _
required to include an assessment of the appropriateness of discharge

destinations to better assure that patients needing skilled nursing

care are allowed to remain in the hospital while awaiting placement

in a nursing home. (NB)
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General Aceolmting Otnce

Washingﬁom D.C. 20548

B-206588

September 15, 1986

Wllham Roper, M.D.

Admmlstrator, Health Care Financing
inistration -

Department of Health and Human Services

Dear Dr. Roper:

Asits prtma:ry means of momtoring the medical necessxty and quahty of
in-hospital « care prowded to Medicare beneficiaries, the Health Care--
Financing Administration (HCFA) contracts with Utilization and Quahty
Control Peer Review Organizations (PRos). During the first 2 years of the
PRO program (1984-86); HCFA contracts emphasized monitoring the med-
ical necessity of admissions: Tl's was partly HCFA's response to the

expectation that Medicare’s Prospective Payment System (pps), vwhich
became effective October 1983, would encourage hospitals to increase

admissions in order to ir -rease revenue. Since then, the quality of med-
ical care provided to in-hospital Medicare beneficiaries has become an
issue of increasing concern.

HACFA’S. seope of work fer the seeond contract penod (1986-88) expands

requirements for Pros to monitor the quality of care provided. But,
hased on our survey of the California, Florida, and Georgia PRos, we

have identified two areas related to quality issues in which HcFa should

make PRO responsibilities more explicit:
1 Ffafi,;,, T 6ﬁ B,,,,;,,, I ,:-,y,&,,,,,,: _ ZZI:;L, - I T

prov1ded to benefictanes dunng the first contract period (1984-86), the

three PROS we surveyed did not profile the data— that i is, compile and

may warrant further rev1ew Although profiling is teqmred for data co)-
lected under the new contracts; the PROs we visited did not believe that
the new contract provisions called for wrofiling 1984-86 data. We believe

HCFA should require PROS tO proﬁlethe earher data because our analysis

vxdere that the PROS found to have recumng cases w1th quahty prob-

‘mmeuxmtofPROwnﬂcaqunﬁtyprDbMGﬁfetsany’”
cian determines that some aspect of the medical eare provided was substar

ten hat 50 i 7'1'tuseeninvolve
maﬂmsm@uﬁmpmrdmnmﬁmofmmwphymdmpmﬁeesmxwwsem
HCFAhasleftmﬂielestt\edeusionmtnwmmyandwhatldndofqualitypmblemsconsﬁ-
tute a pattern of poor care requiring corrective action.
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this quahty momtanng techmque sooner than if they used only data

under the new contracts.

2 Momtormg mpp_pnate dlschar i€ skillet
nursing care. Medicare requires hospitals to allow beneficiaries who no

longer need acute care but do need skilled nursing facility care to remain

in the hospital while awaiting placement in a nursing home. Hospital

payment rates include an allowance for the costs hospitals incur in pro-

viding this care. PROs, however, review discharges only to detsrmine -

that inpatient hospital care was no longer necessary. Thus; if a hDSpitaiI

discharges a patient to an inappropriate destination (e.g:, home instead
of a skilled nursing facility), this would not be identified. Becatise PPs
creates incentives for hospitals to discharge patients as quickly as pos-

sible, we believe Hcra should require PrRos to monitor hospitals to assure

that Medicare patients are allowed to remain in the hespital when their

conditions warrant placement in a skiiled nursing facility but no bed is
available.

care, monitoring provider activities, and assessing the quality of ser-

vices has changed substantially. Before October 1983, Medicare gener-

Béif - ]’— fg'—]—., ound Over the past several years, Medicare's program for paying hospxtal

ally reimbursed hospitals retrospectively for medical services provxded

to program beneficiaries based on the reasonable costs of such servi

In October 1983 HCFA began implementing changes enacted by theSoeiai
Security A1 ments of 1983 (Public Law 98-21, Apr. 20, 1983), which
required that Medicare pay hospitals a predetermined amount based on

diagnosis related groups (bRGs) for each Medicare discharge irrespective

of the costs for individual patients.

Net dlrectly rehted to this payment sysbem cﬁange, but occumng at

about the same time, was the passage of the Tax Equity and Fiscal
Responsibility Act of 1982 (Public Law 97-248), which created Pros to

serve as the primary organizations for monitoring Medicare hospital
utilization and quéhty of care.

care became pnnclpal concerns when FPS was tmp

the incentives it created. Compared with the former cost reimbursement
system, PPs gave hospitals much stronger incentives to increase Medi-
care payments by increasing their number of admissions and to reduce

Ic Pages 4 Ca0/HRD® 180 Motices sty seCars Bviews
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costs by limiting services or discharging patients earlier. Unless moni-

tored, these incentives could lead to such abusiv:: hospital practices as
unnecessary admissions or substandard care.

PROS are charged by HCFa with monitoring hospital performance and, if it
is inappropriate; initiating corrective action. Usually private organiza-

tions composed of physicians, PROs have 2-year contracts with HCFa to
monitor hospital performance in statewide aeas. The first contracts
became effective over 2 5-month period from July to November 1984.

To. pa,mclpate in Nredxcare, hespxtals must agee to aiiow the state S PRO

to conduct utilization and quality-of-care reviews. PROs use two primary
tools to correct hospital and physician abuse of Medicare services or

provision of substandard care identified through these reviews:

mnymg Medlcare payment o hospttais fer medica;lly unnecessary

admissions or substandard care.
 Recommending suspension, removal, or monetaxy penaltxes agamst hos-

pitals and physicians participating in Medicare who are repeatedly asso-

ciated with cases found to have quality-of-care prcblems.

- Quality-of-care profiling involves analyzing the results of PRoOs’ medical
EXIStng Q&aht}Fﬂf reviews to identify hospitals and physicians that may be providing sub-
Care Data Should Be standard care to their Medicare patients. Profiling can be as simple as_
Used to Profile arraying the number of quality problem cases by physician, hospital, or
P!‘ OVl d ers DRG s0 as to identify patterns of questionable care, focus investigations,
and implerent corrective action.

Dunng the ﬁrst contract penod PROS Were requlred to review the med-
ical se:viees given beneficiaries to identify cases of substandard care. At

the three PROs we reviewed, data on these cases were available in either
manual records or computer-based files: Depending on the PRo; such

data are obtainable with varying degrees of difficulty for use in pro-
filing hospitals and physicians. However, PROs were not required to pro-

file the information collected during the first contract period, and the

PROS we reviewed had not done so as of July 1986.

Profiling of 1984-86 HCFA did not require PROS to profile the results of thetr quality-of-care

Quality-of-Care Data Not reviews performed under the scope of work for their 1984-86 contracts;
“Required in fact, HCFA originally did not ~equire quality-of-care reviews on all
cases selected for review. In Sepvember 1985, however, HCFA acted to
Page3 } = GAO/HRI*86136 Moiicars Quality-otCare Beviews
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strengthen quahty—ot?care momtom;g dttnng the 1984-86 contract

period. It issued a memorandum requiring that every case a FRO

reviewed for medical necessity; DRG validation, or any other r reason be

evaluated for the quality of care provided as well. In October 1985, HCFA

also issued a new sanction procedure informing pros that they should

investigate the quality of care provided by hospitals and physicians as a

basis for possible sanction activity (e.g., suspension or removal from the

Medicare program).
The éoiitractsifif for 1986-88 a]so require that a PRO review for quality

every case it selects for review and develop physician and hospital

quality-of-care profiles as a means of identifying potentially poor per-

formers. The scope of work incorporated by HCFa into PR® contracts
states, in part that:

“Analysxs of nll data received and/or developed by the PRO including proﬁling, is

to be performed on at least a quarterly basis to identify at»i'rant providers, practi-

tioners, DRGs, etc. The purpose of this profiling activity is to identify areas for
focused review and/or other corrective. action.”

The scope-of-work statement does not however smclfically requlre

that PROs include in their profiles the results of quality-of-care reviews
from the 1984-86 contract period.

expected from some PROS before February or March 1987 Moreover, if

only the review data from the new contract period are analyzed, the

data base for profiling initially will be more limited than necessary.

Effective dates for second period PRO contracts are planned to range
from J uly to November 1986 dependmg on the PRos’ contract renewal

E:astmg Data Show
Potential Quality Problems
Needing PRO Attention

We profiled data on quality problems 1dent1fied by the Georgla and

Florida PRos during the first contract period to identify patterns of sub-
standard care for certain hospitals and physicians (similar data for the
California PRO were not computerized at the time of our visit). The = -
results showed that the PROs identified providers with a relatively. hlgh

number of cases involving substandard care: But because the PROS hazd

viders’ records of performance.

Page 4 6 Gao/muDos 130 Meticare Quatityofare Reviews |
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At the Georgxa FRO, we obtained the results of hospltal and physmlan
quality-of-care reviews for cases admitted during the 16-month period
from August 1984 to November 1985, the most recent data available
when we visited this PRO in March 1986 (see table 1 for a summary of
our profiling restlts). During that period, the PrO identified 7 hospitals

that provided substandard treatment for 30 or more Medicare benefi-
ciaries and 44 physicians who provided substandard treatment to 5 or

more beneficiaries.

Tabie 1: Results of Profiling Physician

and Hospital Quality Problems
Identified by the Georgia PRO

I Hospitals Physicians
Number of Numberin Numberof Numberin
problems category probiems category
Over 39 . _ __ 4  Over0  ___ _2
30-3 3 15-19 2
20-29 7 10- 14 _ 12
10-18 I 27 05-09 28
05-09 34 02-04 161
01-04 o 73 1 - 417
0o 48 0 8.810
Total 19 2 Total 9,432

A more detaﬁed anaiysxs of the seven hosplta;ls with the most problems

is shown in table 2. Of the 44 physicians identified in table 1 as having
five or more quahty problems, 18 practiced at six of the seven hospitals,

éiii 5 ] 7 mﬁ, R j§§ L ;,,,:,.;i,, D TIITIlT ;j
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Teblo 2: Results of Prafling Quality
Problems Identified by ths Georgia
PRO

Provider®

problems :
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*These PROfindings represent patients admitted curing the
November 1985, 7

16-month period from August 1984 to

bOnly-physicians ‘with five or more identified quality probler cases &a listed. Ths A, B, C, etc. designa-

tors for the providers are ours.
°Number of months betwesn the adrissions for the first and

last quality problems identified.

Table 2 shows that profiling can identify hospitals and physicians with

the most Medicare cases identified by the PRO as receiving substandard

care. For example, the table shows that in one 123-bed hospital (pro-

vider A), the PRO identified 82 cases with quality problems that occurred

within the 16-month period reviewed and that one physician was

responsible for more than half of these cases.

Since the scope of our survey did not include colle

lems in table 2

f ow ting data onthe
e of the deficiencies reported, the seriousness of the quality prob-

cannot be determined. However, we believe our profiling

of existing data shows the value of using such data to identify potential

problem providers who should receive more detailed PRO review. As of

June 3; 1986, when we presented our findings to HCFA regional and

Georgia PRO officials, the PRO had neither profiled these data nor
targeted any of the 7 hospitals or 44 physicians for more detailed -

review. Also, there were no plans to profile these data, we were told,

because profiling was not required and pricrity was given to meetir

Pize 6 . 8
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PROs Should Assess

the Appropriateness of

We also proﬁled quahty—of-care review data for Flonda hosplt:als for an
18-month period from July 1984 to December 1985. Only hospitals’ data
were analyzed because physicians’ data were not readily available: We
identified 8 hospitals for which the PRO had identified 10 or more -
quality problems and another 17 with 5 to 9 problems. The PRO. had
mvesttgated only one of tﬁese hospmais, aitﬁough in. four others it was

talsthat it ha:d previously found to. mvolve substandard care in addition
to those associated with the physicians under investigation. For
example, in one hospital the PRo had identified 13 quality problems
occurring over a 2-month period not associated with the physician under
investigation.

Medicare pattents who n no longer need acute hospltal care but do need.
skilled nursing facility care can be appropriately discharged to 2 nursing
home when a bed is available. The computation of Medicare’s PPs rates

included an allowance for costs incurred in continuing to provide care to
beneficiaries who are awaiting placement in a skilled nursing home bed;

thus, the rates provide an allowance for hospitals to continue such care.
While this care should be provided until a iiursing home bed is available,
HCFA doces not require PROs to assess whether hospitals provide it.

Since the implementation of PPs; hospitals have had a financtal iiicentive

to discharge patients as soon as their need for acute care ends. However,

no data exist to assess whether hospitals are prowdmg skilled nursing
facility care for patients awaiting a bed in such a facility or discharging

patients to inappropriate settings.

Changed Inoentwes Raise
Concerns

Before Pps, Medicare generally ;géid hospitals for brovidinfi sidiied

acute care days Hospltals therefore, had finanmal incentives to keep
patients needing skilled nursing facility care because they required less
resources than patients who needed acute care and were less costly to

the hospital.

Inthe Ommbus Reconcmatlon Act of 1980 (Pubhc Law 962199 lkc. 5
1980), the Congre red HCFA to pay hospitals for care of patients

awa:tmgnursmgﬁomepléwnentatthe lower skilled nursmg facility
per diem rate; however, HCFA did not implement this provision. The his-

torical costs on which PPS rates are based, therefore, include days

Page? ;- - mumlwnammac-mm
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awaiting placement that were pa1das acute care days Each pps rate

includes, to some extent, a payment for these days whether or riot the

hospital incurs the cost. Hospitals are therefore expected to provide

these days when appropriate.

HOSpltals no longer have fmanciai incentives to keep patlents hcspltal-

ized when acute care is not needed because, under pps’s fixed payments,
additional days generally resiilt in added costs for which hospitals

receive no additional payment. Faced with this, hospitals have an incen-

tive to discharge patients as quickly as poesnble and to eliminate =
nonacute days of care that a patient may ne=d while awaiting placement

in a2 nursing home.

Hospitals are generally dlscharging Mechcare patlents earher in thelr

recovery period than before pps. From fiscal year 1983, the last year
before Pps; through April 1986, the average length of stay in all short-

stay hospitals decreased 19 percent (from 10.0 to 8.1 days).

}n a June 1986 report 2 we noted that under PPS some patlents wﬂl prob-

ably have a greater need for posthospital care than they would have

had in the pre-PPs environment. Thus, patients who might not have
needed skilied nursing facility care in the past may need it now during

their recovery from acute illness.

PROs Do Not Assess
Appropriateness of
Discharge Destination

Neither HCEA’S 19@:1:@@' PRO contracts nor its 1986-88 proposed contracts
require PROS to assess the appropriateness of the destination to which a
hospital discharges a Medicare beneficiary: There are two related

review activities that HCFA requires PROS to undertake in the 1986-88

contract period, but neither activity requires siich an assessment.

Fll‘st PROS are requlref to 3 assess the hospital’s dlscharge plaxmmg actlv-
ities as a part of their quality screens applied to each case they review.

This activity is directed at establishing whether the hospital engaged in

discharge planning and developed a plan for follow-up care; but not spe-

cifically in determining the appropriateness of the discharge destination.

Nor is the PRO required to ensure that patients who need skilled nursing
facility care are either discharged to a nursing home or kept in the hos-

pital until an appropriate nursing home bed is available.

®Post Haspital Care—Efforts to Evaluate Medicars Prispective Payment Effects Are Insaffciont

(GAO/PEMD-86-10).

Pages . 10 uomamm«mm 3



Second, the 1986-88 scope of work requires PROs to assess each case they
review to determine if the patient was discharged prematurely. The
scope of work defines premature discharges as ]

discharges (other than those where the patient left agamst medical advice)
where, in the opinion of the PRO reviewing physician; the patient was not medically
stable-or where discharge was not consistent with the patient’s need for continued
acute inpatient hospital care.” (Underlining added.)

Hnder th:s defimtlon, the appropnateness of the dlscharge destmatlon
need not be a factor in determining the appropriateness of a patient’s
arge. Thus; PROS are not required to, and therefore might not,
rev1ew 7 the appropriateness of the discharge location (i.e., to a skilled
nursing facility bed; if necessary) when deter whether the dis-

charge was premature.

Data Not Available on
Patient Days Awaiting

No data exist on the extent to which hospitals either before or after
PPS’s inception have kept patients who needed skilled nursing facility

care when no nursing home bed was available. In June 1983, before Pps,
we reported that reliable data on this issiie were not available.?

Under Prs; data still are not available because hospitais éeneraiiy are
not required to report information on these days to fiscal intermediaries.
The only reporting requirement applies when a hospital requests an

additional payment for cases with extremely long stays that include
these days.

o
Conclusmns

Burmg the 1984—86 contract perlod the three PrRos we surveyed had
accumulated quzhty-oﬁcare review data but were not prefihngsuch

data. HCFA's contract provisions for 1986-88 do not require PROs to
inc’ude 1984-86 data in their profiles. In the absence of any specific_
HCFA direction; it is uniikely that the PROs we visited will use the data
collected from the 1984-86 contract period for identifying problem pro-

viders. Because these data are available and can be used for such pur-

poses; we believe HCFA should direct PRos to profile the data to identify

providers with potential quality problems. Furthermore, because _
delaying such profiling may allow additional Medicare beneﬁctanes to
be unnecessarily exposed to substandard care, we believe that HCFA'S
du'ectlve  regarding this profi!mg should be issuied as soon as possible.

al-‘ederal Funding of Long-Term Care for the Elderly (GAO/HRD-83-60, June 15; 1983).




PPS gives hospltals an mcenhve to lnmt days of care at the nonacute.

skilled nursing facility level, and PRos do not monitor whether hospitals

are providing them or discharging patients to inappropriate settings..

HCFA should require PROs to assess the appropriateness of discharge des-
tinations and assure that hospitals provide the skilled nursing facility
level of care when appropriate and a bed is not available in such a

facility.

Recommendations We recommend that you require PROS

gg}geitgge quahty -of-care review data available from the 1984-86 con-

tract period in their profilmg of hospitals and physicians and.

» as part of their ¢ 2 reviews, to include an assessment of the
appropriateness of discharge destinations to better assure that patients

needing skilled nursing care are allowed to remain in the hospital while

awaiting placement in a nursing home.

fffff We undertook a survey of PROs because of their key role in monitoring
Ob,lectlve, ScoPe’ and the quality of medical care under pps. Our objective was to evaluate the
Methodology PROS’ reviews of the quality of care provided hospitalized Medicare ben-

eficiaries under pps.

We examined (1) HCFA's PRO monitoring processes and its internal control
of those processes at the Atlanta and San Francisco regional offices and

at HCFA's headquarters in Baltimore; (2) HCFa's scope of work for the -

1984-86 and 1986-88 PRO contract periods; and (3) processes used by the
PROs for California; Florida, and Georgia to implement the initial scope-

of-work requirements.

The three PROS We visited were selected beeause of the sxgmﬁcam per-

centage of Medicare beneficiaries they cover. At each, we examined the

results of their quality-of-care reviews. We also performed computer

analyses of Florida’s and Georgia’s review results. Specifically, in
Georgia we arrayed the physicians and hespitals by the number of asso-
ciated quality problems the PrO had identified. We then compared the

results to PRO-developed information to test the extent to which the PROS
were identifying poorly performing hospitals and physicians and takmg

corrective actions. In Florida, we profiled only hospital data because
physician data were not readily available. We did not profile data from
th: California Pro

it had not computerized its data base at the
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ttme of our visit. 'Hre scope of our survey did not mélude coﬂectmg data

on the specific nature of the PrRo-reported deficiencies.

Our work was conducted from November 1985 thx‘ough July 1986 in
accordance with generally accepted government auditing standards.

Wéi&iilii iﬁﬁfé&éﬁé ﬁéann"*'fgﬁ fi’éiﬁ ibii within 36 iiis;é on iﬁiﬁéﬁéf :
action you take or plan regarding the recommendations in this report.

Sincerely yours,

Michael Zirmerman o
Senior Associate Director

13
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