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'fl’gzl/The level within DoD at which decisions should be made is addressed as is the
( scope of analysis for various potential decisions.

A key factor which is pointed out in this project is the difference which exists
between the civilian health care sector and the military health care system. These
differences, especially the wartime mission of the military, make applications of
proposed civilian techniques such as appropriateness review in its pure form somewhat
unacceptable to the military health care settings.) Unlike the civilian hospital which
can be addressed and analyzed as an isolat ement or an element of a community
health care scheme, the military hospital, its programs and services, must be viewed
as an integral part of the larger military health care system. A proposal to curtail
services at a single installation or to close a facility must be evaluated for its
effect on the larger system.

2 A holistic, system approach is evisioned and proposed which analyzes the capabilities
of the various hospitals, the needs of the larger military health care system and the
situation at the specific hospital(s) in question. An overview to this proposed
approach to decision making is provided in a conceptual model. &—




TABLE OF CONTENTS
CHAPTER PAGE
I. INTRODUCTION

: A. What is Needed 2-3
: B. Problem Statement 4
C. Limitations of Project 5
D. Assumptions 6
E. Criteria 7
F. Plan of Analysis 8
II. DISCUSSION
A. The Existing Situation
1. Existing Situation in the Army 9
a. Physician Shortage 9-14
b. Demand Influenced Curtailments 14
2. Existing Situation in the Civilian Sector 14-17
3. Summary 17-18
. B. Comparing the Civilian and Military Health 19-21
¢ Care Sectors
Lt
' C. The Real Problem 22
) D. Future Environments 23
i 1. Government Controls and Influences 23-26
| 2. The GAO Sizing Model 26-28
3. Case Studies: New Orleans and San Francisco 29-31
4. Sharing 32
5. Competition for Resources 32-33
: 6. Summary 33
) E. What the Future System Should Do 34
) F. What Should the Decision Approach Take Into 35-38
' Account (Survey Analysis)
' G. Design 39
\ 1. Alternatives 39-40
; 2. Technique 40-41
3. Factors to Report and Consider 41-43
. 4., Capability Planning 43-45
5. Who Should Make the Decisions 45-46
6. Selecting the Scope of Analysis 46
7. Analysis Process 47-48
8. Cost and Benefits of Alternative Approaches 48-49
9. The Ootimal Feasible Solution 49-50




I1I. 1lmplementation and Recommendations

A. Actions Indicated

B. Measuring Performance
C. Corrective Actions

D. Recommendations

FOOTNOTES
APPENDIX

Chart of Service Reductions by Locations

Model of Army Physician Assignment System

Chart of National Guidelines for Health Planning

Conceptual Model of Appropriateness Review

Draft Legislation on Hospital Service Curtailments
Digest of GAQ Study on Sharing

Accreditation Status of Army Hospitals

Survey Form

Survey Results

Graduate Medical Education Program Requirements
of the AMA-Matrix

Worst Potential Decision Results

Levels of Decision Making

Selecting Decision Levels

Selecting Scope of Analysis

Overview of Approach Model to Decision Making

SELECTED BIBLIOGRAPHY

OZXrx QI OMMOO®>P

ya i P —————
iCCColOH For “’
NTIS  CRAg a

DIIC 148

Urannnunged l[]]

Jusitbeahian




ABSTRACT

"How Do We Turn This Thing Off" is a problem solving project to
determine an approach for making curtailment of service and closure decisions
for Department of Defense hospitals. The need for curtailing services or
closing hospitals has been precipitated in both the civilian and military
health care setting by numerous factors. These factors are reviewed
and it is detetermined that in the future it is probable that fewer military

resources will be available to meet increasing demands for services.

The future environments for conditions associated with and precipitating
this problem are considered and discussion is provided concerning govern-
mental controls of health care planning, sizing of hospitals, sharing
services, and competition for resources. In analysis, it is decided
that the above factors, together with the ongoing problems of physician
shortages and base realignments, combine to dictate that in the future
there will be a need to consider curtailing hospital services or possibly
closing hospitals. Because of this, it would appear that an approach
to decision making for curtailing or closing hospitals should be developed.
This project accomplishes exactly this requirement.

The level within DoD at which decisions should be made is addressed
as is the scope of analysis for various potential decisions.

A key factor which is pointed out in this project is the differences 4~
which exist between the civilian health care sector and the military
health care system. These differences, especially the wartime mission

of the military, make applications of proposed civilian techniques such

as appropriateness review in its pure form somewhat unacceptable to the
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jig military health care setting. Unlike the civilian hospital which can be

addressed and analyzed as an isolated element or an element of a community

health care scheme, the military hospital, its programs and services,
must be viewed as an integral part of the larger military health care
system. A proposal to curtail services at a single installation or to

close a facility must be evaluated for its effect on the larger system.

it A holistic, systems approach is envisioned and proposed which

analyzes the capabilities of the various hospitals, the needs of the

:Eﬁh larger military health .are system and the situation at the specific

*éﬁ hospital(s) in question. An overview to this proposed approach to decision

making is provided in a conceptual model.
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% INTRODUCTION
-‘ SYMPTOMS OF NEED

W Dear Colleague,
o The finite fiscal resources of the state have resulted in chronic

underfunding of our existing hospital system. After careful study of the
options available, the Hospital Association is convinced that in order

i to maintain quality in light of the current fiscal realities, a shrinkage
ESQ of our hospital system is necessary. Through such a shrinkage our limited
ﬁ?ﬁj funds can more effectively be utilized to produce the best patient care
S possible.... _1/

ﬁ%? The quotation above from Irvin G. Wilmot, Chairman of the Board of

e

?ﬁﬁf Trustees of the Hospital Association of New York State (HANYS), is indica-

tive of a problem faced within numerous hospital associations and even

5&%' on the national level. The public and various advocates representing
7?:% the public's interest have become alarmed at the growth in the cost of
R health care. In 1960, 5.2 percent of the gross national product went to
égﬁ- health care expenditures.“g/ In 1976, 8.64 percent or $139.3 billion,
%“. of the gross national product went to health care expenditures. By

. fiscal year 1980, HEW estimates, expenditures will total $227.5 billion,

,éSZ or 8.9 percent of the gross national product. 3/

o

. g'.

‘n..'t

K The concerns for the cost of health care have crossed numerous

@;3. boundaries, exhibiting themselves in both the private and public sector
) g.b'

ﬂﬁﬁ and at local, state and national levels. Concern is also felt at Department
,"7%"‘

f{de of Defense. Within the Department of the Army, a headquarters level
Lo

R
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jf study is presently being undertaken to project the long term cost of
the Army's . ealth care programs. Concern has been expressed that the

v, R Army may not be able to afford its Medical Department in the future. y

R Given the clear concern for the existing and future cost of health

" care, the thrust toward cost containment are almost inevitable. As

[ Edmund D. Pellegrino points out;
300
Qﬁ The phrase 'cost containment' now seasons the exhortations

) of health planners, economists, legislators, and physicians.

- Both friend and foe of the present system use these words
*QS to cajole, threaten, warn, or promise. Can anything so well
R intentioned, and so enshrined with the aura of 'good' economics,
S be anything but enthusiastically supported? 2
i
._Q‘a

"] The problem of cost containment may appear simple to the layman,

R
‘%& however the impact of decisions made under the auspices of containing
R

G‘
@3{ health care cost may reach much further than a balance sheet. By there
o very nature reductions, or the capping of expenditures, may necessitate
e

) changes in the existing patterns of health care.
:

L

WHAT IS NEEDED

4:‘ To facilitate these changes there will be a very real need for
.f;‘:
:&; effective planning. This planning will be somewhat unique to the

: health care area because its thrust is in a direction opposite that
QT historically traveled by health care planners. As W. Henry Lambright

o points out;

LR PR A T . - ROA0GON0SO000 oy g, A B ST et L s le Ty
“§. '7"‘%:.‘?%‘1:4‘}’. f‘)‘e:’ﬁ‘!"At‘nﬂ"“"izn‘.&‘\‘,"’t‘%;.?I:.. " “6’.‘!%‘..“':"“;",""a'.' ".:‘:':ﬂ“.v'-;;!!a“i.r‘g*k‘t-‘ L “3 "\'.' et *e.»‘i',“i‘?’h' nt
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. In many ways, termination strategies are innovative,
untested means for policy makers. Extensive research
on processes of innovation has been conducted. However,
much of this research has been oriented to more 'positive’
forms of innovation, e.g., the adoption of new practices
and the expansion of programs. 6/

Lambright's statement is substantiated by a review of publications
on the subject of hospital planning. As is the case with Allen and Von

Karolyi's Hospital Planning Handbook, the pattern of the planning effort

leads to the hiring of an architect and the development of a construction

program.

While in some underserved areas there may be a need for more health
resources, this is the exception as indicated by the finding of an excess

of more than 100,000 hospital beds nationwide.Z/

Health planners for

the foreseeable future must make an about-face and tighten the belt of the
health care industry. Colonel Jack 0. Lanier, the Director of the US Army-
Baylor University Graduate Program in Health Care Administration, in a
speech to the 35th Annual Meeting of the Association of Military Surgeons

of the United States, noted that the successful health care administrator

of the future would be the one who was able to make decisions which would
reduce our health care system.g/ What appears to be needed is a methodology
for coming to grips the very difficult problems of deciding how to bear

down without doing irreparable damage.

RN
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o PROBLEM STATEMENT

N The problem addressed in this project is to determine an

iTg optimal, feasible approach to be used by the Department of Defense

% in making and implementing decisions to curtail the services of a health
care institution, or to close a hospital. A key term in this problem

) statement is the word "approach." In this project, approach will define
L a logical sequence of steps based on factors which must be considered
e to make a decision, the appropriate scope of analysis and identification
el of the appropriate level for decision making within the Department of

2l Defense.
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b LIMITATIONS

OF THE PROJECT

?::::' The scope of this project must be acknowledged to be extremely
§§'.:' broad. The project could be viewed in part as the complement to

el a 1977 study titled "Comparative Health Facility Acquisition Methodology
%Ei;. Study." The acquisition study was accomplished by an association of
§:'::§' four health facility planning, consulting firms under contract to the
"‘ Department of Defense. The project scope of this paper will not, by
“'* necessity, be nearly as comprehensive as the acquisition study. The
N',".E recommendations of this project are to be taken as recommendations

'}: limited to health facility planning within Department of Defense.

-;‘ It must be recognized that discussions of curtailments of services
‘{' or closure of facilities touch on extremely sensitive issues. This
i project will not address itself to any specific DoD health care facility,
_' but will instead view the generic problem of curtailments of health
E care services or closures of health care facilities.

';_)'
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g4 ASSUMPTIONS

%,‘,‘

' While it is understood that any decision to curtail services at
ig any specific DoD health care facility can be overridden in the

)

é‘ political arena of the Executive Branch or the Congress, the influences
)

. from these political spheres is difficult to quantify or control and
:Q do not lend themselves to the framework of rational decision making
Q)

:: at the operator/manager level. These political influencing factors
5,

E will be assumed as beyond the purview of this project, and while it is
:g understood that these influencing factors are key to the success of
ﬁ any specific recommendation to close a facility, they will not enter
fi into the design of the decision making approach.

g? A second assumption of this project is that the existing Army

]

a’ framework for the management of reduction and realignment actions

¢

N will not significantly change and therefore proposals for management
$ of health facility reductions and realignments must be compatable.

D)

,{ This project will not change the requirements for actions as described
he

N in Army Regulation 5-10, titled Reduction and Realignment Actions.

g It is hoped that this project will augment the existing reduction and
i; realignment technique with medical specific considerations.
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CRITERIA

< e
a e e  w

The term “"optima) feasible approach” as used in the problem
. statement is defined in this project as the approach which maximizes
i the following:
1. Number of cogent factors which should influence any decision
W to curtail a health care service or to close a health care
.5 facility.

;QQ 2. The feasibility for implementation of any decision by maximizing
Wy the acceptance of parties involved and affected.

o 3. The appropriateness of the decision making level.
e 4. The appropriateness of the scope of analysis.
5. The feasibility of implementation of any decision given the

, resources available and the constraints which exist for DoD
o operation.
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. : PLAN OF ANALYSIS
. The following areas have been researched and analyzed to develop
o
%ﬁ? potentially viable recommendations applicable to the problem addressed:
X
sy . . .
;ddt 1. A search for and review of articles, studies, books and
. other publications germane to the problem as stated. A
o bibliography is attached.
Rty
jfﬁ 2. A review of hospital sizing models presently applicable
ﬁqq or being discussed within DoD and a review of any sizing
e guidance produced by external (to DoD) health planning
bodies.
&Sﬁ 3. A review of publications, articles, and HEW working papers
s ‘!‘ . . o . .
oo on the subject of appropriateness review. Interviews with
N0 Department of Health, Education and Welfare personnel who
SO are working or are knowledgeable in the area of appropriateness
review.
ﬁ{' 4. An analysis of actions by DoD to consolidate health care
R facilities in the San Francisco Bay Area, paying particular
;“;‘ attention to the factors being considered in decision making.
A' Q"i
5. A review of DoD directives concerning health service curtailments,
;?q base closure and associated analyses, necessary for such closures.
)
)
fgh 6. A review of service curtailments within Health Services Command
gt (HSC) facilities.
af= 7. An analysis of the circumstances surrounding the closure and
) leasing of the United States Navy Hospital in New Orleans.
. ‘g"l’
};&; 8. A review and analysis of curtailments and closures within the
s public sector, the causes of these actions, the impacts of these
e actions and the future of civilian hospital closures.
|
45{ 9. Review of public laws dealing with health facility planning |
:33' and proposal which may change the law in this area. :
tr
)
i
6 ;(»
s

OO0
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e THE EXISTING SITUATION

qan

s In the past ten years a number of factors have brought about actual

<

j.ls‘.

f-:}:gt curtailments in the medical services provided by US Army health care treatment
Ay

‘ﬁf?,,'_ facilities. In a few cases actual closure of a hospital (cessation of

inpatient care) has occurred. The single factors which has historically

'E::é?; brought about most of the reductions of services offered is a shortage of

::E:?:} physicians with specialty training to staff a particular service. Other

';2.‘:; factors which have precipitated curtailments or closures includes

5‘:521? regionalization of military medical facilities and base realignments within
:'fizj the Army.

s'%"' PHYSICIAN SHORTAGE

.&f; In 1969 there were over 15,500 physicians on active duty in DOD. By

A?‘ 1977 this number has reduced to below 11,000 physicians .2/ Within the Army

‘E%' actual Medical Corps end strength has gradually declined from 4,3‘]908 at the
::3:.32,: end of fiscal year 1976 to 4,140 at the end of fiscal year 1978. —/Before
ety the Subcommittee on Personnel of the Committee on Armed Services, Lieutenant
“;:-::: General Charles C. Pixley, The Surgeon General, stated on February 16, 1979,
éﬁﬁa that approximately 5,856 military physicians are required to staff the Army's
.3;'_:" tactical medical units as well as the Army's fixed medical treatment faciliies
;:“ and research activities with the requisite number of physicians. It is recog-
i;% nized that many physicians in tactical units would have little patient care
'f;ﬁ',, responsibility that is professionally satisfying. Therefore, it has been

‘ determined, that during peacetime, the Ar]'r]qy can, with acceptable risk, set its
:EEEE‘ military physician requirement at 5,273._£or fiscal year 1979 and 1980,

;i::' Physician end strength authorizations are projected to be 4,173 and 4,349

,;._;E;, respectively. 12/

v ) Iy
O s AN A0

) { L AR A QOO . ) A6 30 g R OMGROSOUALOONONGRONM
.:..341‘!"-‘89;\ & .!l‘-‘i -'I.:'l.w' i.n"'.“"?: »'i‘.s'l.- t 8“.‘.. ;'“’!‘xrft-‘l«‘nh('- Y N : AR ‘v ;0'} TR ot

Yo



-10-

The problem of specialty shortages is a subportion of the larger physician
shortage issue and is causing the majority of military hospital service cur-

tailments. The manifestations of the problem in the past two years have

té exhibited themselves predominately in the Army's community hospitals (MEDDACs).
‘gi Between January 1977 and October 1978, twenty-three MEDDACs reduced or curtailed
o completely some service to their authorized beneficiaries%ng chart depicting

ég services reductions is provided at appendix A. The Army's graduate medical

iy education program has been expanded to address this problem and if this

together with other physician procurement and retention action, is allowed to

W stand, then the specialty problem should be alleviated. Additionally, if the
R
ﬁ actions outlined by The Army Surgeon General to the Subcommittee on Personnel
e of the Committee on Armed Services are pursued, there is hope for resolving
Wty
.% the Army's physician shortage problem.
o,
§5 The planning which results in curtailments of services because of physician
Ky shortages appears on the surface to be haphazard. According to Lieutenant
b
::’: General Pixley:
{3
\
o “The problem as to which specialty services may have
: to be curtailed and to whom, has been addressed on
" a specialty by specialty basis at each medical treat-
gﬁ ment facility." 14/
¢ Q'
ﬁﬂ Therefore, the medical treatment facility commander must make the decision tol

exclude some portion of his consumer population, normally the retired or depen-

8 dents of retired. Of course the local commander may not have control of his

Atk

b .

ﬁg most needed resource, physicians. Because of the separation or permanent change

of station of an orthopedic surgeon the medical treatment facility commander

%
:ge may have little choice but to reduce services. The efforts at higher head-

e h AT A AN Fi { (] ‘Wi
B R R S OO DD
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quarters to identify the departures of physicians and decide which physicians
to replace based on the demand for health care at the various locations is not
apparent. The ability of a commander to get a replacement is often a func-
tion of timing, or the assignment desires of potential replacements.
There is a method to the distribution of physician resources, although this
methodology does not seem to be centrally published nor widely understood,
especially outside of the Army. When documented this process of resource
allocation could demonstrate to the private health sector and to governmental
overview agencies that Amy health resources planning occurs in considerable
detail and with a thoroughness that in most cases surpasses that which is only
now proposed for the civilian sector.

The services to be provided at a specific Army hospital are detailed in
what is known as the mission template. This forms the basis of determining the
types of resources which should be provided to the medical treatment facility
and also establishes boundries for health care services. The local hospital
cannot assume missions outside of its mission template without the approval
of its higher headquarters, Health Services Command, and a change in the mission
template. This is an important concept of resources control which does not have
an effective counterpart in the civilian community. The approval for the add-
ition of a new service must also be approved by The Office of The Surgeon
General and the Department of Defense Health Counci].lﬁ/It should be recognized
that the mission template shoyld be arrived at based on careful consid-
eration of local health care requirements, Army resources available to meet
these requirements, teaching or training needs of the Army Medical Department

and the specific location needs for field medical support.
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.3bc While the need and the mission may exist the resources to support the

mission may be scarce. The process which results in the assignment of an

2;& adequate number of physician specialists to meet the specific demand for a

ﬁ%ﬁ particular type of health care is complex and often unresponsive. Each

s hospital is surveyed every two to four years by what is known as a manpower
gﬁ? survey team. This team reviews the workload which exists and through the

§s§ application of staffing yardsticks published in a staffing guide or through
R individuals studies of nontypical situations, makes recommendation concerning
;&? the number of individuals which should be provided to accomplish the mission
€§§ at the workload level historically experienced with some recognition of

E projections.

:ﬁ: This survey identifies what is referred to as recognized requirements in every
iaé area of the hospital from the number of physicians in the surgery clinic to
e the number of housekeepers on the first floor of the facility. At Health

%ﬁg Services Command the survey is reviewed, changed as required and a specific
iig number of positions are identified as authorized staffing positions.

.?' This is the number of positions which the hospital should be able to fill.

égﬁ Funds will be provided for the civilian employees authorized.

3:; The military personnel assignment system will place people on orders to

~?‘ fill the military authorized positions. The positions which are filled result in
:aé what is known as the actual manpower. Naturally some difference can be

%?& expected between the authorized and actual strength figures. This difference is
”i\ reflected in Tower actual numbers than authorized due to hiring lags in

?if the civilian positions. On the military position side the shortages of

k#ﬁ physicians has resulted in sometimes marked differences between authorized and
f?. actual figures. Because of the shortages in various specialties and the

g

i
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Qﬁﬁi criticality of the physician resource to the Army, yet another level of
’.'.:"(v‘,t.

ﬁﬁﬁ personnel resource review is superimposed. Annually The Surgeon General of

the Army sponsors and chairs a conference which reviews the physician
e requirements of each hospital by specialty taking into account the needs of
the Army at each installation, the needs of the Army Medical Department for
such things as staff, residents, and fellows in graduate medical education
RO programs and the desires of the individual physician who is available for
ey assignment. A major issue in this balancing of resources is the long-

term impact of decisions on the future physician specialty requirements of

«Q_%‘ the Army and the ability of the Army to retain physicians on active duty.

§§§§ Short-term problems may go unresolved in hopes of developing sound long-

f: term solutions.

.7§5 The system described above is modeled at appendix B. There are deficiencies
3;:' with the approach that has been described. The mission template has historicall
- reflected little more than the existing situation concerning services of the
§§§§ Army hospitals. It does not reflect a comparison of the needs of various

iigﬁ hospitals nor has it reflected the true needs of the various communities for

ﬁjﬁ health care resources.

f%ga The system of physician allocation is extremely aggravated by the

:%ég physician shortage. The demand driven manpower survey system is heavily

?*fi dependent on historical workload to document the need for personnel resources.
'ﬁkﬁ If the physician does not exist in a clinic to accomplish the workload then the
,Eési physician's position theoretically may never be filled.

o Finally the overall system which establishes available physician aggregate
;g?y numbers is not clearly related to the character of the existing peacetime

§u§~ demand for physicians. This is because the total number of physicians on active

;kég duty is in part dictated by the wartime physician needs of the Army.
1
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DEMAND INFLUENCED CURTAILMENTS

Clear incidences of curtailments or closures of medical services
associated with a drop in the need for services are not numerous. Examples
of such occurrence exist at Aberdeen Proving Grounds and Carlisle Barracks
were hospitals have been reduced in services to clinics because of reductions
in the active duty population supported.

EXISTING DECISION MAKING FOR
CLOSURE OR CURTAILMENTS

As previosuly indicated, the local medical treatment facility

commander is responsible within the Army for making a decision to curtail
medical services within his hospital. All decision of this nature to date
have been labeled as temporary. For consideration of closure of a hospital
(cessation of inpatient services) individual studies have occurred normally
centering at the major command level, Health Services Command. There is

a requirement that Department of Defense, Office of the Secretary of Defense
(Health Affairs), be advised in advance of any curtailment or closure action.
This requirement has been generally ignored. There is a study underway concerniw
Letterman Army Medical Center which will be discussed later.

THE EXISTING SITUATION
IN THE CIVILIAN SECTOR

During 1975, 1976 and 1977, 231 American Hospital Association (AHA)
17/
registered U.S. Hospitals closed. A survey conducted by the AHA reveals

that there were twenty-six reasons for these closures. There are seven

reasons which are most frequently cited for closing.




- W w bk ek el adiand o TEW VYW VT VL YT T . memee—l

o -15-

A -

o A

‘{§ Financial- Twenty-seven percent of the hospital} surveyed encountered
pe,t

troubles of an economic nature. In several of these situations these
N hospitals had to file for bankruptcy.
?ﬁ New Facility Built - Twenty three percent of the hospitals surveyed
indicated that closure was caused through replacement by a new facility. In
oy part of these cases the new hospital was specifically built to replace the
R old facility. In other cases a new hospital was built in the area of the

old hospital and the older hospital could not compete for physician staff

g&: or patients.
L)
ES‘ Low Census - Fourteen percent of the hospitals surveyed indicated

N that their census had dropped because they were unable to provide the

services needed.

%: Qutdated Facility - Thirteen percent of the hospitals surveyed indisited
?T that they closed because of outdated facilities which resulted in licenééqzé
i%} problems, health and safety codes violations or lack of modern faci]itieé-"‘
2&5 conducive to good patient care.

i} Lack of Medical Staff - Ten percent of the hospitals surveyed stated
3& that they had been forced to close because of a lack of physicians to

§§ staff the hospital.

.fi Policy Changes - Six percent of the hospitals surveyed indicated

§£ that some state policy change resulted in their closure. This applies

gi typically to specialty hospitals 1ike mental hospitals. When the states

- decides that mental patients should be returned to the community then the

fg state mental hospital closes.

g: Mergers - Four percent of the hospitals surveyed stated that they

’?_ had closed because of mergers.

i

i
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?2; It is interesting to note that the facilities of 8.7 percent of the
?i: hospitals which closed are now being used for outpatient clinics. i

Much has been written in recent months about shrinking the number

;*ﬁ of hospital beds. It would appear that excess hospital beds do exist. On

gg; the national level Walter McClure, Ph.D. prepared a document for HEW in

o 1976 that recommends a cut of 5 to 10 percent in U.S. bed capacitylnghe

égg Hospital Association of New York State regards a 5,000 bed shrinkage as |
%%i; necessarygg/The Blue Cross and Blue Shield estimate that the Washington j
thv metropolitan area will have an excess of 1,700 beds by the end of 1980.21/ |
é;ﬁ THE LOCAL IMPACTS OF

&: HOSPITAL CLOSURES

?ﬁ? The effects of a civilian hospital closure or other civilian hospitals

:vi in close geographic proximity to the hospital which is closed has not been ‘
%ag studied in much depth. The only published study of this nature was i
by accomplished by the American Hospital Association in 1978 and studied

@f{ hospitals which closed in 1975%g/A total of 46 hospitals were identified as

?‘ﬁ having closed in such a fashion as to generate potential impacts, that is ‘
'&@ to say they closed and did not relocate or consolidate with other hospitals.

The study identified 89 hospitals which were effected by the closures.

R

:ﬁf‘ A control group of 51 hospita1sbwere identified to provide a comparison with

a the affected hospitals.

;ﬁ: A total of ten indicators were identified to measure any shifts in

iy

§§§ utilization. These indicators included surgical operations, emergency visits,
X

2 outpatient visits, births, full-time equivalent employees, inpatient days, averag

:§f1 daily census, admissions, number of beds and occupancy rates. Although there

e

:g y were some irregular variations, the data showed that the affected hospitals

i} ( .

e experienced a relative increase in demand following a nearby hospital closure.
'.‘

:gf The authors of this study conditioned their findings by stating that the

:f%

:,::\
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magnitude of the increases varied widely and that the permanence of any
increase has not been estab]ished?3 It was further noted that the effects

of a hospital closure depend to a great extent on the characteristics of the
surrounding hospitals and on the features of the surrounding area. 8/

A finding of some interest, given the nature of many Army post

locations, was that small hospitals in rural areas absorb the greatest
proportional impact of a nearby closure. &/

Within the military services the impact of curtailments or hospital
closures on civilian hospitals have not been evaluated. Data would appear
to be available on the economic impacts of such actions through Civilian
Health and Medical Program of the Uniform Services (CHAMPUS).

This is an area which is recommended for further study. It is recommended
that data available through CHAMPUS be augmented with other information

from the sites of military medical service curtailments.

SUMMARY OF THE
EXISTING SITUATION

Historically within the civilian sector, closure or curtailment of
hospital services have been traced to causes which, for the most part, are
local to the affected hospital and usually deal with the competition, supply
and demand for health care at the specific hospital site. In many situations
the local problem can be traced to a generating factor of national impact.

For example, a lack of physicians in underserved rural areas or inadequate

facilities in the light of stricter Joint Commission on Accreditation of
Hospitals (JCAH) standards may have been the precipitating factors in causing
a closure. The underlying factor which would appear to be common to almost

all of these causal elements is a lack of monetary resources to purchase

services, correct facility deficiencies or attract specialty skills.
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Within the Army, present and past curtailments or closures of medical
services have been generated, for the most part, by the shortage of physicians

or by base/post realignment actions.
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2 COMPARING THE CIVILIAN

e AND MILITARY HEALTH CARE SYSTEMS

‘ﬁ§ It must be recognized that there are inherent differences in the civilian
)
W,; health care system and the military health care system which must be
N highlighted to place any comparisons into prospective. A very basic
* h\
&js difference between the military health system and the civilian health
I
s care sector is the basic mission of the military and its health care
Lt providers;
X
iis The primary mission of the Army Medical Department is
Q’g to plan, prepare for and provide medical, dental, and
N veterinary support for military operations in accordance
i with approved planning scenarios. During peacetime,
Rf' the military health care system, supplemented by
o CHAMPUS will provide health care to the solider and
Yal other eligible beneficiaries. 26/
A
o
) The requirement to maintain an ability to provide wartime health
L
‘:: care capability is a fact that must never be overlooked or underplayed
o
o in any comparison of the military and civilian health care systems
tfy ¥
J or any attempt to apply civilian sector management or control techniques
‘ -
- to the military.
i%} Numerous other significant differences exist. It is the character
nirl
| of the civilian hospital to be responsive to the local needs of Tocal
o . ,
L physicians and patients. The military hospital responds to local health
=
; care needs within the constraints of mission statements and resources
(AN
. provided. Typically the medical staff of a civilian hospital is not
.'“'
A salaried by the hospital but is a stable user of the hospital. The
[}
32' physician practicing in a military hospital is salaried or contracted
i
o and is typically moved between hospitals on a three year cycle. The typical
‘I
' x:
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iéﬁ civilian hospital is not centrally controlled as one of
?&3 a group of hospitals, but is instead locally managed and operated.
fgs The military hospital is a military unit within a larger organization
gz: which centrally establishes policies and provides resources. Civilian
géif hospitals are reimbursed for services to individual patients. Military
-fp hospitals are funded to accomplish a mission which includes providing
§%§ health care services. In the civilian sector physicians can influence
Egg where their patients will be hospitalized. Military physicians are usually
;;: not provided with choices of hospitals. There is generally freedom
é&; of entry and exit between various hospitals for civilian patients and
é%; physicians. This freedom does not exist in the military. Although
;} it may be changing, typically the civilian hospital is not a location
§;§ for both inpatient and outpatient care. The military hospital is
%:‘ designed to provide both inpatient and outpatient care. Finally the
" patient in the civilian hospital must have some method of reimbursing
js': the hospital, either from his own resources or through some third party ,/
%gé Also the civilian patient is not typically enrolied as a potential pat1e6t
ig. who is authorized care in a specific hospital. The military health care
%ig beneficiary is enrolled or specifically authorized care which he does
%gi not pay for.

y The military organization of health care does resemble somewhat
hé’ a health maintenance organization (HMO), however the typical HMO often
;kﬁf does not operate its own hospitals and rarely is an HMO an element
Jr} of a larger health care organization with many hospitals and personnel
gi who are routinely transferred between hospitals. Additionally there is
3& no HMO with a wartime preparedness mission. Civilian HMOs are generally
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R contracted with to provide services to a group and no known HMO is
a subordinate element of a larger non-health care organization which

?nf it supports.
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THE REAL PROBLEM

The single problem which underlies the issue of curtailments and
closures in both the civilian and military health care system is
the issue of resources' cost for health care. Most of the civilian
closures which were noted could have been avoided if the hospitals
had had the dollars to pay debts, attract physicians or rebuild
facilities. Similiarly the Army could have avoided curtailing services
at many locations if the funds were made available to attract and -
retain adequate numbers of physicians. The increasing cost of health
care to both the nation and the individual has caused a stretching of

available resources and an unwillingness to provide continued increases

in resources.
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FUTURE ENVIRONMENT

Governmental Controls Influence National Health Care Planning

At the national level concern about the increasing cost of health
care has grown and various alternatives have been proposed to control
the growth of this cost. Hospital associations have embarked on what
is known as a voluntary effort at cost control while the Department
of Health, Education, and Welfare, various Congressmen and White House
policy makers have proposed numerous measures aimed at controlling health
care cost. Many of these measures have been aimed at the hospitals and
often they are targetted to get rid of excess hospital bed capability.

HEW published National Guidelines for Health Planning in the Federal
Register, March 28, 1978. Those guidelines include national health
planning goals and standards respecting the supply, distribution and
organization of health resources. A chart reflecting the specific
standards is provided at Appendix C. These standards are to be used
by local and state health planning agencies in the development of
plans and in review of proposals by health care institutions. Included
in these standards are such goals as four beds per 1,000 people supported,
and 80 percent average annual occupancy rates for all short-stay
hospital beds. Standards are also provided for obstetrical services,
neonatal special care units, pediatric inpatient services, open heart
surgery services, cardiac catheterization, radiation therapy, computer
tomographic scanners and end-stage renal disease.

The application of the national guidelines to federal health care

facilities is unclear. As it presently stands, federal facilities

"
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would appear to be outside of the application of these guidelines.
The military hospital is also outside of the jurisdiction of state
health planning mechanisms established under Public Law 93-641. There
is however a requirement to provide state and local governments with
information on projected Federal development so as to facilitate
coordination. This requirement was published by the Office of Management
and Budget in the Federal Register on January 13, 1976. Specifically,
Federal agencies having responsibility for the planning and construction
of Federal buildings will establish procedures for:

Providing, through the appropriate clearinghouses,

Health Systems Agencies and State Health Planning

and Development Agencies designated pursuant to

the National Health Planning and Resources Development

Act of 1974 with adequate opportunity to review

Federal projects for construction and/or equipment

involving capital expenditures exceeding $200,000 for

modernization, conversion and expansion of Federal

inpatient care facilities, which alter the bed

capacity or modify the primary function of the facility

as well as p1an3 for provision of major new medical

care services. <8/

The question which arises is one of authority to influence. There is no
clear understanding of what is meant by OMB's requirement to "coordinate."
It can be anticipated that the local and state health planning
agencies will incorporate the national guidelines into their plans
and reviews. Where the Army's hospital services exceed the standards
of the national guidelines, this will likely be pointed out, and will,
in all likelihood, have to be explained to approving authorities.

A comparing of the controls imposed by the government on civilian

health care institutions with those controls imposed on federally
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operated facility is natural. Mr. Sam Styles of HEW, in a recent
interview, commented that much of the public correspondence recently
received on standards and appropriateness review questions the exclusion
of the federal hospitals. 2/
APPROPRIATENESS REVIEW

The National Health Planning and Resources Development Act
of 1974 requires that health systems agencies (HSAs) and State Agencies
(SHPDA's) review the appropriateness of existing institutional health

services. This review process is required by Section 1513(g), 1523(a)

(b) and 1523(b)(3). One of the DHEW's publications, Health Planning

Information Series; Guide to the Collection and Use of Health Expenditures

and Utilization Data for Health Planning Agencies states that appropriate-

ness reviews help indicate gross inefficiencies on the part of service
providers by focusing attention on total expenditures in relation to the
number of patients served and/or service units delivered. 3 Appropriate-
ness reviews can be conducted on two different levels: areawide and
institution-specific. Areawide reviews results in findings or rec-
ommendations regarding the appropriateness of a specific service in

the aggregate, as it is provided by all institutions in the area or

State. Institution-specific reviews result in findings or recommendations
regarding the appropriateness of that service in a particular institution.él/

The DHEW contracted with the Orkand Corporation to study the problems

'zs' of conducting appropriateness reviews. This corporation produced a
453

13;' three volume report with a conceptual overview of appropriateness
&

N

o review (Appendix D).
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Local and state health planning agencies will not perform institution-
specific appropriateness reviews of federal hospitals, however the
area reviews may have some impact on Army hospitals. It is probable
that the results of appropriateness review will be reflected in the
area health plan and in the coordination review comments when project
proposals are submitted. It is also possible that OMB or DoD guidance
will require The Surgeon General to compare hospital services with
the appropriateness standards in the community where the hospital exist.
The future potential impact of appropriateness review on the
private and public sector is as yet unclear. Presently the only sanction
associated with inappropriate finding is public disclosure. The effect
of this disclosure is unknown. This situation may change. A bill to
encourage service curtailments and closure of inappropriate services
has been drafted (Appendix E). If passed this bill could result in

popularity for hospital service curtailments.
GAQ Sizing Model

As in the civilian sector, the closest scrutiny of a hospital
occurs when major construction is proposed. Because of the high
dollar cost associated with hospiial construction, careful analysis
of the requirements for services is undergone. If any of the
construction funding is tied to the inpatient area then the hospital
is sized. Presently the General Accounting Office (GAQ) sizing model
is used to determine the number of beds which should be built into a

military hospital. Very briefly the model works this way. Data is
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accumulated nationally by the Commission on Professional and Hospital
Activities in a Professional Activity Survey which reflects the
average length of stay in the civilian sector by individual diagnosis
(IPDS). The Biostatistics Agency of the Army Medical Department
gathers similar data for each Army hospital including the total numbers
of patients treated per year and the diagnosis of each patient at
each Army hospital. Through a computer program the Army hospital's
specific data on incidences of cases is adjusted by the civilian length
of stay to produce a requirement for beds in the hospital. This is
accomplished by types of beneficiary and the hospital is sized based
on the beds required to support the health care needs of the active
duty population and the dependents of the active duty. For a teaching
hospital this base number of beds can be increased by ten percent
to support retired military and their dependents. For non-teaching
hospitals an increase of only five percent is allowed to provide
beds for retired military and their dependents. A factor of 1.25 is
applied to final bed figures to allow for dispersion (80% occupancy).
The model also adjusts in the Army's favor for length of stays where
the patient dies, is transferred or stays in the hospital for more
than 100 days. Where the bed requirements of the active duty military
based on the Army experienced length of stay exceed the PAS dictated
beds, the Army can program 1ight care beds.

In cases where the GAQ sizing model has been applied it shows
the need for a hospital significantly smaller than is presently being
operated. This can generally be attributed to the lack of beds

provided for retired military and dependents of retired military.
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The Army can recapture the retired and their dependents' beds if

it can be proven that it is more economical to build for and provide

health care to this beneficiary within the Army hospital than it is

to send this group out to CHAMPUS. This entails an extensive justification
process.

The GAQ sizing model has never been applied to an Army medical center
construction project which has been built and no curtailments have
occurred to date as a result of its application. In criticism of this
sizing model it should be pointed out that it assumes: (1) the civilian
length of stay is appropriate, (2) that the Army hospital can be planned
in isolation and without affecting other Army hospitals and (3) that
historical workload on incidences of health care need can reflect
future health care needs of a community.

The future application of the GAO sizing model can result in
service curtailments, especially for the retired community. Recently
GAO has decided to make certain improvements to its model which will
enable DoD to calculate the appropriate size of each medical specialty
service within the hospital %g/This constitutes a new threat to
the management of military hospitals. The future application of an
improved GAO model may dictate specialty curtailments in yet to be
constructed, replaced or modified Army hospitals.

Office of the Assistant Secretary of Defense (Health Affairs)
has also developed a sizing model for hospitals which basically
applies a straight line regression analysis to the historical workload
data for active duty personnel and their dependents. This model
has never been applied outside of the testing situation and it is doubt-

ful that it will replace the GAO model. The GAO model has gained

Congressional interest and approval.
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el HOSPITAL CLOSURE AT THE

e NAVY HOSPITAL, NEW ORLEANS

5: The circumstances surrounding the closure and leasing of the Navy
A

$§3 hospital in New Orleans are unique and serve rather poorly as an

example of planning. The Navy originally requested a twenty-five

bed facility, but due to the influence of a Congressman from Louisiana,

;3% built a facility with over 200 beds.3§/ It was anticipated that certain
e Navy units would be restationed into the New Orleans area and would bolster
ﬁ;f the demand for health care at this hospital. This restationing never
fﬁ: occurred and the hospital became a public issue of excessive construction
ff‘ and under utilization. The planning that went into the Navy's phase

:i}j down to an outpatient clinic is not an example of forward thinking and
?;j; planning but a study in reaction to public exposure. The decision

) was made to lease the hospital to a hospital service chain but a

:b' question concerning the certificate of need arose. The administrators
}v' of civilian hospitals in the New Orleans area wrote to the local

h?! Heaith System Agency, the state, HEW and DoD complaining that the

:ﬁ? need for more civilian beds was not evident and in fact the HSA had

g{, determined that New Orleans is an over-bedded area. The director

": of the HSA took up the issue and made a trip to Washington, DC, in early
;é: 1979 to discuss the question at HEW and with some members of Congress.35/
i : The lTeasing hospital corporation, Westbank Medical Center, rallied

o political support and when the HEW appropriation biil came before

ggs Congress the issue was resolved rather quickly with the HSA voicing

‘gi: no further objection to the lease agreement.35/ The Navy now operates
‘w a health clinic in a portion of the new building and Westbank Medical

e

AR of \ ) O 5 R Sata ¥ I Po ¥, . K
B K ORI KB SR it T A R ST VR STt ST,



. -30-

;c’,",

4

o
ih Center operates a hospital in the remainder of the building. A review
"

'" of the Congressional records shows very little discussion of the original
:Qéi need for the hospital and no discussion of leasing it out. It is curious
Yy
sg‘ however that from beginning to end the fate of this facility was decided
\'.’t

N at the Congressional level.

BRI
A SAN FRANCISCO BAY AREA STUDY

g

f%i In the San Francisco Bay area a study is ongoing to determine whether
o the Department of Defense needs to operate three hospitals within a

ey
Q%: forty mile radius. The item which originally generated the study was

!‘0"

&ﬁ; a change in the seismic criteria in California and the realization

e that neither Letterman Army Medical Center nor Oakland Navy Regional

RN

$f; Medical Center meet the new requirements for earthquake resistance.

gl

ﬂq The need for seismic upgrade at both locations and the cost of such

a2\ construction gained the interest of personnel at the Department

[}

k) of Defense level and the San Francisco Bay Area Study was begun. It

P L .

Al should be noted that the requirement for construction served as the

;ﬁ# leverage which allowed DoD to begin study of the Bay Area needs for

)

ﬁg military health care facilities. The study is being accomplished

»

%ﬁ by a team of individuals headed by personnel from the US Army Health

T Services Command. The Navy and the Air Force provides data to

wl,

%‘; this team. At the Surgeons General level there exist an ad hoc inter-
b.ﬁ service working group to oversee the study. At DoD level there is i
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an 0SD Steering Group composed of the three Surgeons General, and
representatives of the Offices of the Assistant Secretaries of Defense

for Health Affairs, Manpower, Reserve Affairs and Logistics and Comptroller.
The principle Deputy Assistant Secretary of Defense for Health Affairs

chairs the steering group.

To date no conclusions have been reached or released from the study.
The issue of seismic upgrade has ceased to be of much importance.
Presently it appears that distrust and inter-service rivalry mark the
tenor of the ongoing study. The alternatives which exist include:
(a) maintaining the status quo and seismic upgrading both facilities,
(b) closing Letterman and shifting workload to the Navy operated Oakland
facility (c) closing Oakland and shifting workload to the Army operated
Letterman facility, (d) closing Oakland, shifting the workload to
Letterman and letting the Navy operate Letterman as a Navy facility.

It is estimated that this study will be completed in the summer of
36/

1979.

The problem with making closure or curtailment decisions as they
are being made in the San Francisco Bay Area Study are:

(1) the study lacks a holistic approach in that it ignores the
effects which alternatives have on the overall military system of

hospitals (2) the vested interests of the services are allowed

to overly influence the study group.
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s’ SHARING
£ The concept of sharing services has gained considerable press in

3; the civilian sector with hospitals joining in group purchasing and sharing

Q. such elements as medical maintenance or ambulance services. Sharing

- within the network of federal health care facilities may become a greater

l? issue in the future. The General Accounting Office published on June

;5 14, 1978, a report to Congress titled "Legislation Needed to Encourage

Better Use of Federal Medical Resources and Remove Obstacles to

:3 Interagency Sharing." A digest of this report is provided at appendix

§; F. If the recommendations of the report are acted upon by the Congress

'i‘ and if the Congress does have the stated desire for greater sharing of

§ the nation's medical resources then it is possible that some health

) care facilities will curtail and shift their workloads to other facilities

> to meet sharing obligations. |
N
N COMPETITION FOR RESOURCES }
s; The continued national inflation and the desire to contain cost
;2 and government spending have made budgeting an exercise of greater

o challenge. At the root of almost all of the future challenges which |

&

can potentially result in closure or curtailments is the pressure to

w
a8 2 x

,
spend less and within the government to budget less. These pressures
have resulted in greater competition for available dollars for

operation, maintenance, and construction. At the Headquarters level

of the Army there is a perception that the dollars for medical activities

» r] - 3 7 :
must be fought for and justified more strongly tnan ever before. 3/
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In the past the Medical Department has been able to justify its requirements
based on the uniqueness and life-saving nature of its mission. The need

to maintain JCAH accreditation has been used liberally in the past to
Justify construction requirements with very little questioning from the

rest of the Army Staff. These days may well have past. The Army Staff
appears to be growing weary of the accreditation failure threat and the

high price tag associated with medical facility construction. If medical
facility construction funding does become extremely austere the probability
of non-accreditation of an Army hospital is very real given present
accreditation status, Appendix G. Accreditation failure could bring

about service curtailment, especially if it occurs at a teaching hospital.
THE FUTURE IN SUMMARY

A number of factors have been identified which potentially can act
alone or in unison to result in curtailment or closure pressure at a
DoD hospital. These factors may vary from government actions in the
civilian sector to control hospital cost to action within the Department
of Defense which would result in fewer resources for the medical departments
of the Services. The probability of one or more of these factors resulting

in serious impact to close a hospital or curtail health care services

is considered high.
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FUTURE SYSTEM, WHAT SHOULD IT DOQ?

Given that there will be a future need to make decisions, there
are three basic questions which must be resolved to properly address
the issue of military medical facility service curtailment or facility
closure. These questions are:

1. Who should make the decisions?

2. What scope of analysis is desirable?

3. What factors should be considered and what importance should
be attached to these factors?

More specifically the optimal approach for decisions making will:

a. Maintain decision making at the lowest level which is practical
and effective.

b. Be effective and not easly subverted.
C. Minimize inter-service rivalry.

d. Consider.military health care system as a whole and not inappropriately
address facilitiés in an isolated fashion.

e. Appropriately consideagé/a maximum number of germane factors
which influence the decision ing process.

f. Reflect DoD health care system comparability to the civilian
sector health care system.
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WHAT SHOULD THE DECISION APPROACH TAKE INTO ACCOUNT

A survey of commanders and executive officers of both Army and
Air Force medical treatment facilities was conducted to provide background
information for this paper. A copy of the survey questionnaire is
provided at Appendix H.

In part this survey attempted to identify the importance of various
factors which potentially should be considered in any proposed decision
making approach. Interestingly, the respondents did not seem to feel
that factors which are required to be considered under provisions of AR 5-10,
"Reduction and Realignment Actions" are important for making decisions in the
health care area. One notable exception to this is the status of
the active duty population, which is of highest importance to both
the AR 5-10 proponents and the health care providers. Issues such as
community economic impact and community employment impact were not deemed

important by the people surveyed.

The health care providers placed emphasis on maintaining graduate
medical education programs, providing varied patient populations
and treating the dependents of active duty personnel. There is generally

high recognition for the importance of resources availability.

While there appears to be a fairly strong perception that a moral
obligation exist to provide medical care to the retired military member
and his dependents or survivors, the demand for health care by the same j

group was rated lower as a factors to be considered in decision making.

N N )
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Ef? The physical conditions of the facility which is considered for closure
B was given fair weight as a factor to consider in decision making, however
": the conditions of facilities or facility associated JCAH problems were
3;% not judged to be a serious problem for the future by any hospital commander
K or executive officer. In a related response, the DoD facilities were
gig judged, by most respondents, to be better than civilian health care
ig&; facilities.
Factors which appear to have relatively less importance for decision
ég{ making include: the reputation of the medical treatment facility;
gg‘ ties to local institutions; community impact; and comparability
f‘f with the civilian community medical facilities under provisions of
{%ﬁ Public Law 93-641 and service appropriateness review.
s:*? The majority of respondents placed graduate medical education on
A the same level of importance as providing health care to the peacetime
fi}_ active duty Army. The respondents also expressed a strong desire to
Eff; maintain or expand medical education programs and resist any resource
“?’ reductions. There is a fairly strong perception that DoD's thrust to
:i; curtail or close health care facilities is predominantly motivated by
%%; reasons of budget economies, without regard to the needs of the services.
‘%A No respondent felt that DoD personnel should initiate closure or curtailment
gig initiatives. Respondents indicated that final decision making authority
ﬁ&ﬂ should rest at either the Surgeon General level or at DoD level.
4;; This is interesting since it is perceived that DoD personnel do not
ﬁtt possess a good grasp of the problems faced by the medical departments
;'f of the services. The personnel in The Surgeon General's Office are
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judged to possess an adequate appreciation for the needs of the hospitals
and their problems, in most areas.

It is perceived that resources for health care will decrease in the
next five years. The most important factor causing curtailments or
closure of the future is judged to be decreases in the number of health

care providers in the military. Budget reductions are judged to be

the second most important single factor causing curtailments and closures.

Overwhelmingly the respondents seemed to think that there is
a need for the existing number of medical centers.

Some interesting differences appeared between the groups surveyed.
The medical center commander generally scored everything as more
important a factor of consideration than the other groups. This may
reflect a greater appreciation for the complexity of the problem.

Both groups of physicians placed higher emphasis on graduate medical
education, varied patient populations and providing care to the retired
military and their dependents.

The administrative groups, executive officers, scored questions
concerning resource limitations as more important than the physician
groups did. MEDDAC executive officers gave greater important to the
physical conditions of hospitals and the productivity of the hospitals
in question.

Medical center commanders give DoD personnel more credit for
problem understanding than the other groups surveyed. MEDDAC Commanders
prefer to see closure or curtailment initiatives start at the hospital

level while the other groups favor initiatives starting at the Surgeon

2 3¢
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General level. Medical Center commanders and executive officers

desire that final decisions on closure or curtailment occur at the Surgeon
General level while MEDDAC groups prefer to see decision made at the DoD
level. MEDDAC commanders where the only group that seem to believe

that resources for military health care will increase over the next

five years.
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DESIGN
ALTERNATIVES
Given the questions which must be resolved of who should make the
decision for curtailment or closure and what approach should be used to arrive
at a decision, two series of alternatives exist, each of which must be analyzed.
The alternative decision levels include:

1. A Department of Defense Steering Committee overseeing the analysis
work of a consultant firm and/or the analysis work of the three
services.

2. A tri-service panel composed of non-medical representatives of each
of the services. This pane! would oversee and steer the analysis
of subordinate working groups.

3. A tri-service panel composed of the three Surgeons General. This
panel would oversee and steer the analysis of subordinate working

groups.

-

5
A single servige panel composed of predominately non-medical /
g .

i

<
representative’from the department.— ;v 4+ 7 2« ° 7 -

(3, ]

A single service panel composed of personnel from'the medical -~
department and chaired by The Surgeon General or his represéﬁtative.
6. The major command of several hospitals (Health Services Command).

7. The medical treatment facility.

The alternatives which exist for scope of analysis of decision making are:
1. Holistic to the DOD health care system. Analysis under this
alternative must encompass the impact of any proposed action at a

specific location on the other elements of the DOD

health care system.
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2. Holistic to the military services (Army, Navy or Air Force) health
care system. Analysis under this alternative must encompass the impact
of any proposed action at a specific location to the impact on the other
element of that services health care system.
3. Isolated to the geographic area of the specific medical treatment
facility in question and those other medical treatment facilities in
geographic proximity which may be affected by a curtailment or
closure.
4. Isolated to the specific medical treatment facility in question. The
impact of proposed actions will not be evaluated by the reactions of
other elements of the health care system.
ALTERNATIVE ANALYSIS AS A TECHNIQUE

Aside from the questions of who and by what overall conceptual
approach, some method of developing and evaluating alternatives using
reasonable criteria must be developed. The approach of an economic analysis
is most reasonable and increasingly required to justify any major initiatives
at the Department of the Army level. If major construction requirements
become a by-product of the curtailment/closure decision making process,
then an economic analysis is required. This approach requires a
minimum of three alternative proposals for problem solution and a clear
quantification and comparison of the costs, brought to the same point in
time. Experience with economic analysis to date applied to the military
health care system indicates that the application of this technique generally
ignores the larger questions of individual alternative impacts on the broader

health care system, but instead dwells on the narrower cost identified at a

specific location. Additionally there appears to be a seductive rigor associated
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§§§ with the quantified dollar figures of an economic analysis. The attempt is
LEE too ofte .i.ade to bring every variable of each alternative to a dollar figure
st - and to make decisions based on cost comparisons. Non-cost data needs to be
ﬁﬁ} brought into the decision making arena. This data needs to be appropriately
éii weighted and balanced against the quantifiable cost data. For these

44? reasons and approach of alternative analysis as opposed to economic analysis
ﬁkz is preferred. An alternative analysis would by nature have the same trappings
3? of an economic analysis, that is a minimum of three alternatives, but would
;is bring non-quantifiable factors into the decision making process. The

jﬁs‘ weighting of these factors, as oppose to cost factors, should be decided in
ggi advance of data quantification.

35’ FACTORS TO REPORT AND CONSIDER

i%él For the final decision makers, the present and future status of the

Eﬁ% following factors should be enumerated for each alternative solution:

q$* 1. Beneficiary Numbers

&EE a. Active Duty

:gﬁ b. Dependents of Active Duty

i} c. Retired

;%E d. Dependents and survivors of retired

f?ﬁ 2. Location specific and service system (AMEDD) impact on graduate

g: medical education (GME). Curtailment of a single residency can have |
§§$ system impact (Appendix J). |
e

- 3. Location specific and service system impact on education and
Eg?. training programs outside of GME programs.
lggf 4. Existing and resultant patient population mixes.

;; 5. Location specific and service system impact on unique services of

‘33 the facility in question (burn units, etc.)

h
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?%g 6. Location specific to the Dogzhealth care facilities in geographic

i proxcimity and system wide impacts which result in a necessary shift |
ig:; of workload, programs or resources. i
Eﬁé: 7. The ability of the civilian sector at the specific location in question %
» to absorb workload which would be transferred under any proposed %
éﬁ%l alternatives. |
:E:%‘; 8. The health care cost of transferring workload either within the ‘
o DOD system or to the civilian sector.

é?f 9. The cost to beneficiaries of each alternative.

:g% 10. Other government incurred cost associated with transferring workload

to include transportation, and construction cost at a receiving DOD

oy
. !
¥ o
- .
ey

o

health care facility.

o o

11. Compatability of each alternative to DOD health care resource trends

to include operation dollars, construction dollars, and personnel

T
gﬁ% assets.

E;:Es 12. The productivity of the facility or facilities in question and the

:{ impact of the alternatives on this productivity.

égé 13. The effect of each alternative on civilian employees of the health

Eﬁg care facilities impacted by alternatives. This is a more important

:i element of AR 5-10 required data. ]
ifz 14. The availability of civilian employees (nurses, technicians, etc.)

?;; where workload increases will transfer to other facilities.

i“| 15. The physical conditions of facilities impacted by alternatives to

%§§' include the need for modification as a result of alternatives, the

'3&: known and projected need for modification to meet JCAH requirements, and
‘;‘ the need for modification of facilities to improve efficiency and

§32 modernize or expand existing assets.

e v, NN
B e I e X A OO



TV YW TV T T W T e

-43-

16. The assignment desirability of the medical treatment facility or
facilities in question and the impact of the alternative on the ability
of the service to meet these assignment desires.

17. The minimum workload comparability of services provided at the |
DoD facility and civilian health care facilities. More specifically,
insure that the alternatives will not result in the provision of service
at workload levels below the national guidelines published by HEW.

18. The over or under bedded status of the civilian community(ies)
impacted by each alternative.

SYSTEMS IMPACT
CAPABILIlY PLANNING

To be able to accomplish valid analysis and have worthwhile data
to report a new approach is needed. A deficiency of most approaches
for making decisions concerning closure or curtailment of a health
care activity is the lack of analysis of overall system impact. The
recommendation that a specific facility be closed needs to be made with
an analysis of where certain functions can be reasonably relocated.
For example, if it is proposed that a medical center be closed or
phased down to the point of no longer providing graduate medical
education programs, and there egiigi; need in the service to continue
to train physicians in the same number, then an alternative teaching
site.ﬁﬁsi bé4§e1ected.

Within the Army Medical Department there is data available concerning

the expanded capability of AMEDD hospitals. This data reflects expansion

under wartime conditions but does not depict reasonable expansion
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ey

%g. capability to meet potential expanded peacetime rieeds. This type of

N planning is needed if effective planning is to occur and if any methodology
jim of closure/curtailment decision making is to be based on full evaluation
.;’S:,': of alternatives.

o Capability planning should be applied to each Army hospital and

;ég identify the restraining factors and cost associated with incrementally
%ﬁl increasing the workload or teaching/training capability of the facility.
N As the mission of a facility increases or is expanded then a number of
'gﬁ factors should be analyzed. At some point the ability for expanding the
fé?ﬁ capabilities of the facility become limited by either cost factors,

X physical limitations or training materials. At a minimum four levels
;ié of expandeyég/capability should be identified: (1) low or no cost expansion
§ which can be accomplished with the resource presently available on

B site (note commanders should be discouraged from any "can do" statements
1%5 as mission increases should be considered long term and overworking the
fg existing staff is not encouraged) (2) expansion which can occur without
f; construction or modification of facilities but with the assignment or
%Sg hiring of additional personnel, (3) expansion which can occur within

§§E minor construction or exigent minor construction limitations and the

_tr assignment and hiring of additional staff, (4) expansion which can occur
égk with Military Construction, Army appropriation for facility modification
§§§ or expansion and with the assignment or hiring of additional personnel.
:} Each of the expanded capability levels should be analyzed under

;;; two assumptions: (1) that additional workload will be generated by

Eﬁ; an increased post mission and additional active duty personnel will be
“

i
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o
;ﬁ assigned to the post and (2) that no measurable addition will be made
;ﬁ to the active duty population to be supported. Additional workload
; should be identified from unmet needs which exist in the community
; : supported. It may be possible, for example, to effectively use an
R additional 6rthoé¥éic surgeon or,to open or expand an obstetrics service.
':2 For the larger MEDDACs the poten;ial for graduate medical education programs
;ﬁ should be recognized within the framework of capability planning. Where
" MCA construction is judged to be required the GAO sizing model should be
;% applied to ascertain the practicality of justifying facility expansion.
_%3 An essential characteristic of capability planning is its ability
zf to identify those factors which constrain expansion. It may be that the
5£ projected patient population is a limiting factor of expansion. Possibly
> operating rooms, delivery rooms, clinic space, office space, or beds
’ available are the conctraining factors which limit expanded capabilities.
;%5 Other factors external to the hospital may pose problems. An overbedded
ég condition in the civiiian community may create problems if expansion
ij proposals are based on recapturing CHAMPUS workload. This should be
;% recogni zed.
;r The merit of capability planning is sound and this type of planning
E is already required for installation master planning by AR 210-23. This
EE requirement addresses expanded missions due to an increased post mission
;ﬁ and usually, increased numbers of active duty personnel. What is being
;i proposed here is to expand this planning effort to identify additional
;5 capabilities to maximize AMEDD resource application.
géE SELECTING WHO SHOULD MAKE THE DECISION
:' A listing of eight worst potential decision results is provided at Appendix K.
ﬁ'
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..;::::: It is the potential decisfon result that should dictate the level where
::ESS the decision should be made. Seven levels of decision making have been
o identified (Appendix L). To determine the decision level in a given
ﬁ worst potential decision result situation the seven levels of decision
:;‘{ making should be evaluated against three criteria. These criteria are:
o (1) the appropriateness of the decision level based on ability of
g personnel at that level to grasp the totality of the situation, (2)
;‘-q:“_ the acceptability and implementation potential of a decision made at
.éi: this level within the effected service(s), (3) the appropriateness
;w of the decision making level with respect to keeping decision making
:gji: at the lowest reasonable level. Where service rivalry may be an issue,
: a criteria to evaluate unbiasedness is added. An example of an
,:? evaluation to decide at which level a decision should be made is provided
> at Appendix M.
;:iii SELECTING THE SCOPE OF ANALYSIS
?ES: Once the decision level has been established the methodology scope
":f.v’. for problem analysis should be selected. Four analysis scopes have been
i identified: (1) a holistic analysis of alternative solution based upon
:” the entire DoD health care system. (2) a holistic analysis of alternative
’::"‘ solutions based upon the service (Army, Navy or Air Force) effected.
: (3) an analysis isolated to the geographic area of the health care facility
‘Q effected (4) an analysis isolated to the health care facility under study.
“rv Three criteria are identified for evaluation of the best conceptual
A"- method of analysis. Those criteria include: (1) minimizes inter-service
E,E rivalry; (2) consider the health care system effected in an appropriate
'%.! scope; (3) minimizes unnecessary data collection. An evaluation of
; alternative analysis scopes is provided at Appendix N.
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ANALYSIS PROCESS

Given the decision level and the conceptual methodology which should
be used a study group should be formed. This group will vary in composition
with the decision making level selected. The study group, which can
be contracted, should use the alternative analysis technique previously
described and develop a minimum of three alternatives to address the
perceived problem. The curtailment of services at the local hospital
Tevel should be excluded from alternative analysis if the impact of a
decision does not effect other medical treatment facilities.

Given the data obtained from capability planning the decision
makers will be able to recognize alternative trade-off which should
offset undersirable effects of certain closure or curtailment proposals.
For example if a potential exists for curtailment of several graduate
medical education programs at one medical center, then the impact on
the service-wide teaching program can be assessed. It may be possible
to shift resource to another or other medical centers and thereby maintain
the total number of physicians in graduate medical education by specialty.
To the knowledge of this researcher this type of data is not presently
available to decision makers.

Criteria for evaluation of closure and curtailment alternatives
should be agreed to early on in the evaluation process. The weighting
of this criteria should also be agreed to prior to the evaluation
of alternatives. Care will have to be taken to insure that meaningful
criteria for evaluating alternatives is identified. Criteria which invites

debate must be avoided. If quality of health care is proposed as a
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criteria for evaluating alternatives, the method of quantifying the
quality of health care under each alternative must be agreed to.

When alternatives and criteria for evaluation have been identified
then the evaluation process should proceed drawing on the capability
planning data and specific studies for the information necessary to
quantify, evaluate and rank order alternatives in each criteria area.
he decision maker can then make reasonable, informed decisions. Because
of the potential requirement for analysis under provisions of AR 5-10 the
decisions based on health care system impact analysis may require recycling,
encompassing the documentation required by Congress and DoD when civilian
community impact thresholds are surpassed.

COST AND BENEFIT OF ALTERNATIVES APPROACHES

As pointed out previously, the problem of making a decision to
curtail medical services or to close a hospital (cease inpatient
services) is an extremely complex problem. The multiple situations
which present themselves as causal agents for considering a curtailment
or closure together with the multiple circumstances which exist
at the various medical treatment facilities and within the military

health care system as a whole, resist any sin esfugTE;FﬁitTvg
TOTAILCRING

decision making approach. Instead a process of taylering the blem
solving approach to the problem presenting itself must be pursued.

The benefits of alternative levels of problem solving and scopes

of analysis vary with the situation. Because a specific case and a
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;ﬁif single final solution arrived at through a set methodology is not

B appropriate, the cost benefits of alternative approaches is not of
.E?§ importance. It can be assumed that decisicn making at a high level within
iﬁg: DoD is more expensive than decision making at the medical treatment
7fi facility or facilities in question, but the burden of this cost is

Eii essential if effective decisions which can be implemented are to be
?é;l reached.

=r~ The true benefit of the alternatives is that they are judged
§§§‘ appropriate for the situation encountered. Criteria is established
§§? which dictates the level of decision making and the scope of analysis.
.f? The benefit to be realized by applying this criteria in selection of
333 alternatives is a resultant decision which addresses all important
%%5 factors in its analysis process and which has improved potential

- for implementation.
§§. THE OPTIMAL FEASIBLE SOLUTION
WY
~&?J No single alternative methodology can be judged as an optimal

;3%3 feasible solution to the problem of making decisions to curtail medical
_ﬁ?; service or to close a hospital. The approach to decision making which
i?ﬁ is optimal varies with the situation encountered. The basic methodology
;g? has certain similarities. Alternatives should be developed and

%l; analyzed against appropriate consideration factors. Of key importance
e the impact of each alternative must be evaluated against its impact
E?' on the military health care system as a whole, both at the DoD system
22' level and at the individual services levels. The merit of capability
iﬂf planning is deemed to be essential to any approach to decision making.
o
"
o
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It 1s unfortunate that this type of information has not been gathered

to date for studies which have occurred or are ocurring on the subject

of military health facility service curtailments, closures or relocations.
The technique of economic analysis has possibly been over emphasized

in recent years. An economic analysis is clearly of value but should

be considered only a portion of a larger alternative analysis which weighs

non-cost items as well as costed items and displays this information

to the decision makers.
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IMPLEMENTATION ACTIONS INDICATED

To implement the problem solving approaches outlined and judged
to be desirable by this project, actions must be taken at various
levels of the DoD health care system. These actions include:

(a) use of capability planning as a data gathering tool for future
decision making and (b) development of DoD instructions in the area
of decision making concerned with health care service curtailments,
hospital closures and health service relocations. These DoD
instructions should follow the problem solving approach outlined

in this project and must be staffed with the three Surgeons General.

MEASURING PERFORMANCE

The DoD Health Council should accept responsibility for measuring
the performance of the decision making approach. Measurement should
occur in the areas of: (1) insuring that the appropriate decision making
level is used, (2) insuring that the correct analysis scope for
each situation is used and (3) insuring that all appropriate factors
are considered when evaluating alternatives specific to a hospital or
system problem.

CORRECTIVE ACTIONS

The DoD Health Council should modify sections of the problem solving

approach by (1) altering the criteria for selection of decision making

O ' LONDGO00E ¥ ("
yr o RGN T TR s I el A




-52-
:
;ﬁ levels as required. (b) altering the criteria for selection of analysis
B!
R scope as required and (c) by adding, deleting, and weighting those
E? factors which should be used in evaluation of alternative decision
" packages.
e RECOMMENDAT IONS
3§ The following recommendations are made:
"
1. Capability planning be applied to Army hospitals. Health
,g Care Operatfgz:;)th1n the Surgeon General's Office should be responsible
$ for providing instructions to hospital commanders so that effective
[AF) .
B capability planning data can be gathered from MEDDACs and medical centers.
K
gﬁ 2. That this project be provided to the Deputy Director for Facilities,
by
? Office of The Assistant Secretary of Defense for Health Affairs.
N
3. That further study be applied to the area of appropriateness
ig review at some future point in time: The future of appropriateness
W
ig review is not yet clearly definable:.in the civilian sector, however
its implementation appears to be for;hcoming in some form.
N \
v 5 £
:’: \\ :‘/\ £
::' \\ ] i""f y/' -
i ‘///lv‘v’/’\{ -’ _/, 7' (_l';_ /
! L
g . :;jzl.;tut’
i
:
it
ey
s
”*
-f;‘
&
p
&,f'
‘(':

LA M OUIO IO MO AL S NOUPMIN MO o ORI MGl 9t WY X5 XY (LD O TN O DO 5
i B AR A T AR A Gl hy '\i&:‘.-n‘-;,‘g‘.'i‘k‘, OGN .'.‘\?e.d?“tr s



FOOTNOTES

1

I. G. Wilmot, Letter to Members of the Hospital Association
of New York State, January 10, 1977.

Harold M. Golastein and Morris A. Horowitz, Health Fersonnel:
Meeting the Explosive Demand for Medical Care (Germantown, MD.: Aspen
Systems Corporation, 1977), p. 26.

3

John K. Iglehart, "And Now It's Carter's Turn to Try to Control
Heaith Costs" National Journal 10 (April 9, 197T), p. S51.

4
William Lucas, Statement Made at The Surgeon General's Install-
ation Planning Board Meeting, HQDA, Washington, D.C., 6 February 1979.

5
Edmund D. Pellegrino, "Medical Morality and Medical Economics
"The Hasting Center Report 8 (August 1978) p. bu.

6
W. Henry Lambright, Grant Application, NCHSR Solicitation,
"Achieving Effective and Equitable Service Cutbacks" Syracuse Research
Corporation, Syracuse, New York (November, 1978).
7
Advanced Notice of Proposed Rule Making. "National Guidelines for
Health Planning" Federal Register 42 (September 23, 1977) p. 48502.

Jack O. Lanier, COL, MSC, Director of US Army, Baylor University
Graduate Program in Health Care Administration, Speech to 85th Annual Meetif
of the Association of Military Surgeons of the U.S., Washington, D.C. (Novep
29, 1970).

9
John E. Murphy "Health Issues in the Federal Sector" Cffice of

the Assistant Secretary of Defense - Health Affairs (November 29, 1978) p. {

10
Charles C. Pixley, ILTG., MC, USA, "United States Army Medical
Department: Progress and Plans" Military Medicine 144 (February, 1979)
p. 9L.
11
Charles C. Pixley, Statement by Lieutenant General Charles C., Pixley
MC The Surgeon General, Department of the Army, Before the Subcommittee
on Personnel of the Committee on Armed Services, U.S. House of Represent-
atives 96th Congress. (February 16, 1979) p. T.

12
Ibid,
13
Health Services Comrmand (HSOP-S) lLetter, subject: "Reduction of
Frofessionel Services" dated 13 Octcber 1978.
14

Pixley, p. 9bL.




p EN s BT ! DAOE | DL OO IBOCOOOOGOOON0T ) t
N R RO e ."?'.f"“"}‘hm"‘”nf"""'}*'-f-‘~""?t’x"_u":i‘!n"sa".-‘x".tgt. Syttt ity itttV nta by,

15

Office of the Assistant Secretary of Defense, (Health Affairs)
Letter - subject: Curtailment of Health Services. Dated 12 July 1977.
16

Mock, D., Mission Analyst, Manpower Division, Deputy Chief of

Staff, Operations, Health Services Command, telephone conversation, with
CPT C.E. Maxwell.
17

Dorthy McNeil and Robert Williams, '"Wide Range of Causes Found
for Hospital Closures" Hospitals 52 (December) p. 76.
18
Ibid., p. 78.
19
Emily Friedman, "The Hospital System Takes a Look at "Shrinking"
Itselg" Hospitals 52 (November 1, 1978) p. 90.
2
Emily Friedman '"Hospitals Move to Shrink the System" Trustee
31 (Dec 1978) p.28.
21
The Blue Cross and Blue Shield Plans of the National Capital Area
Help Wanted, Yours Before a Day in a Local Hospital Costs $450
Washington, D.C.
22
Stephen Drombrsk and Rose Marie Tracy, "Impact of Hospital Closures
on Nearby Hospitals Studied' Hospitals 52 (December 1, 1978) p. 82.
23

Ibid., p. 83.

24

Ibid., p. 83.
25

Ibid., p. 84.
26

Headquarters Department of the Army, PGRC Memorandum 78-219M,
subject: Preliminary Army Planning and Programing Guidance Memorandum
(November 20, 1973).

27

U.S. Department of Health, Education and Welfare "National Guide-

lines for Health Planning. Federal Register 43 (March 28, 1978) p. 13046.
28

Office of Management and Budget "Evaluation, Review and Coordination
of Federal and Federally Assisted Programs and Projects Federal Register 41
(January 13, 1976) p. 2056.

29

Sam Styles, Advisor on Policy, Bureau of Health Planning and
Resource Development. Interview Statements. Interview conducted by CPT
C.E. Maxwell on 16 January 1979.

30

Guide to the Collection and Use of Health Expenditures and

Utilization Data for Health Planning Agencies" Health Planning Information
Seriee 5 (undated) p. 32.



31

U.S. Department of Health, Education, and Welfare, Health Resources
Administration, Bureau of Health Planning and Resources Developmert, Letter,
subject: Proposed Rules Concerning HSA and State Agency Review of Appropri-
ateness of Existing Institution Health Services, Progrem Policy Notice
78-26, May 18, 1978.

32

Comptroller General of the United States, Letter to the Honorable
Jamie L. Whitten, Chairman, Committee on Approprietions, House cf Represen-~
tatives dated February 28, 1979.

33

Lieutenant Commander Richard Barron, Chief Navy Health Facility
Planning Division, Office of The Surgeon General, U.S. Navy, Code U4l.
Interview by CPT C.E. Maxwell on 20 March 1979.

34

Thomas Burke, Analyst, Office of the Assistant Secretary of Defense

for Heulth Affairs, interview by CPT C.E. Maxwell on 1 March 1979.
35

Larry Weappa, Lieuterant U.S.N. Assistant to the Chief of Planning,
Office of The Surgeon General, U.S. Navy Code 02, interview by CPT C,E.
Maxwell cn 22 March 1979.

36
Department of the Army, "Fact Sheet: Realignment Proposals for

Which Studies are not Complete" undated.
37

Neal H. Walls, COL, MSC, Director, U.S. Army Health Facility
Planning Agency, interview by CPT C.E. Maxwell on 26 February 1975.




SELECTED BIBLIOGRAPHY

Government Publications

Army Regulation 5-10. "Reduction and Realignment Actions' Proponent

Office of the Chief of Staff (DACS-DMA) Washington, D.C.:
26 August 1977

Comptroller General of the United States, 'Federal Hospitals Could

Improve Certain Cancer Treatment Capability By Sharing' Report
HRD-79~42. February 7, 1979.

Comptroller General, Report of the Congress of the United States,
"Legislation Needed to Encourage Better Use of Federal Medical
Resources and Remove Obstacles to Interagency Sharing"

Report B-133044, HRD-78-54. June 14, 1978.

HQ. U.S. Army Health Services Command, "Command Performance Summary: A
Review & Analysis of F rth Quarter FY 78 Command Operations".

National Health Planning and Resources Development Act of 1974,
December 19, 1974, Government Printing Office

Office of the Assistant Secretary of Defense (Health Affairs) ''DOD

Health Services Demand Model, Users Manual' CSF LTD., Rockville,
MD, July 1978.

Office of Management and Budget, "Evaluation, Review and Coordination of
Federal and Federally Assisted Programs and Projects Federal
Register, Vol 41 No. 8 (January 13, 1976): 2052 - 2056.

U.S. Department of Commerce, National Technical Information Service,
HRP.0016459, '"Need Assessment Manual for Areawide Comprehensive
Health Planning Agencies,' (September 30, 1974).

U.S. Department of Health, Education and Welfare, Advanced Notice of
Proposed Rule Making. 'National Guidelines for Health Planning,"

Federal Register, Sept 23, 1977, Part II, (Vol. 42, No. 183):
48502

U.S. Department of Health, Education and Welfare, "Guide to the
Collection and Use of Health Expenditures and Utilization Data

for Health Planning Agencies,'" Health Planning Information
Series Vol. 5 (Undated)

)

o

3 U.S. Department of Health, Education, and Welfare,

:, Health Facility Planning and Development - Generic Planning Process -
g State of the Art. NTIS £-cession No. HRP-0009 928/3WW.

BUOOOTN % % 39 O " Y
OBCUEIE RORRIDGII AN A LA LM M MO X ,0:;,' \

- 1 ' 3 A vim “
A e R L S S OO DO



U.S. Department of Health, Education and Welfare. Health Resources
Administration, Bureau of Health Planning and Resources
Development, Ltr, subj. Proposed Rules Concerning HSA and State
Agency Review of Appropriateness of Existing Institutional Health
Services, Program Policy Notice 78-26, May 18, 1978.

U.S. Department of Health, Education and Welfare, "Health Systems Agency
and State Agency Reviews of the Appropriateness of Existing
Institutional Health Services and of Proposed New Institutional
Health Services ''Federal Register, Vol, 43. No. 95 (May 16, 1978)
p. 21274-21282,

U.S. Department of Health, Education and Welfare, HSA Health Planning
Procedures Manual, June 1978, Contractors: CHI/SMP, Ann Arbor,
Michigan.

U.S. Department of Health, Education and Welfare, Institutional Health
Planning Procedures Manual, June 1978, Contractors: CHI/SMP.
Ann Arbor, Michigan.

U.S. Department of Health, Education, and Welfare.

Life Cycle Budgeting and Costing As An Aid in Decision Making, NTIS
Accession No. PB-251 84B/8WA.

U.S. Department of Health, Educat_.un and Welfare, “National Guidelines
for Health Planning," Federal Register, Vol 43, No. 60.
(March 28, 1978): 13040-13050.

U.S. Department of Health, Education and Welfare,

State Agency Health Planning Procedures Manual, June 1978, Contractors‘
CHI/SMP, Ann Arbor, Michigan. !

Books

Allen, Rex Whitaker, and Von Karolyi, Ilona Hospital Planning Handbook.
New York: John Wiley and Sons, 1976.

Berriman, W. Thomas; Essick, William H., Jr.; and Ventivegna, Petter.

Capital Projects for Health Care Facilities. Germantown, MD.:
Aspen Systems Corporation, 1976.

Bierman, Harold Jr., Charles R. Bonini and Warren H. Hausman. uantitative
Analysis for Business Decisions. Fourth Edition Homewood:
Richard D. Irwin, Inc., 1973.

Enos, Darryl D. and Sultan, Paul The Sociology of Health Care: Social

Economic & Political Perspectives. New York: Praeger
Publishers, 1977.

[ "’-’s-- Lt thul‘t‘a‘t'a"ta AT AR T _‘2‘3.4 "‘



Goldstein, Harold M. and Horowitz, Morris A. Health Personnel: Meeting

the Explosive Demand for Medical Care, Germantown, Maryland.:
Aspen Systems Corporation, 1977.

Liaison Committee on Graduate Medical Education Directory of Accredited
Residencies 1977-78 Chicago: American Medical Association, 1977.

The Orkand Corporation Conducting Approprjateness Review: Execytive
) ry. Hyattsville, Maryland: U.S. Department of Commerce,

National Technical Information Service (HRP-0900332) 7 October 1977.

Periodicals

William R. Casparis. "Estimating Savings from Hospital Merger,"Health
Services Research, VII, No. 3 (Fall, 1972), 231-238,

Brown, Manotague. ''Sharing: An Overall Assessment,' Topics in
Health Care Financing II, No. 4 (Summer, 1976), 109-121.

Drake, David F. and Kozak, David M. "A Primer on Antitrust and Hospital
Regulation,'" Journal of Health Politics, Policy and Law Vol. 3
No. 3 (Fall 1978): 328-344.

Drombrosk, Stephen and Tracy, Rose Marie "Impact of Hospital Closures on
Nearby Hospitals Studied "Hospitals, Vol. 52, No. 23 (December
1, 1978): 82-85, 129.

Friedman, Emily, "The End of the Line: When A Hospital Closes. '"Hospitals
Vol 52 No. 23 (Dec 1, 1978) 69-75.

Friedman, Emily '"Hospitals Move to Shrink the System'" Irustee Vol. 31
No. 12, (Dec 78): 28-32.

Friedman, Emily 'The Hospital System Takes A Look at Shrinking Itself" ;
Hospitals Vol 52, No. 21 (Nov 1, 1978): 90-96.

Galblum, Trudi W. "Health Care Cost Containment Experiments: Policy,
Individual Rights and the Law '"Journal of Health Politics, 1
Policy and Law Vol 3, No. 3 (Fall 1978): 375-387.
|

Galvagni, William "Local VS Regional Planning: A Delicate Balance,
"Hospitals Vol. 52, No. 21 (Nov 1, 1978): 77-80.

Gottlieb Symond R. '"Reducing Excess Hospital Capacity is A Tough But
Necessary Job, "Hospitals Vol. 52, No. 23 (Dec 1, 1978),
63-68,97.

Iglehart, John K. "And How It's Carter's Turn to Try to Control Health
Costs" National Journal Vol, 10, No. 26 (April 9, 1977): 551-556.




e

Kopit, William G., Krill, Edward J., Bonnie, Karen F. "Hospital Decerti-
fication: Ligitmate Regulation or A Taking of Private Property"
Utah Law Review 1978: 179 No. 1 p. 179-120. Article copy
obtained at a seminar on Heeglth Planning and the Law, Oct 25-27,
1978.

Lehman, Arlene and Alan D. Weistein "Shared Services in Collection

Led to Savings, Efficiency," Hospital Financial Management,
XXVII, No. 8 (August 1973), 22-28.

Leila, Sr. Mary; O'Donovan, Thomas R.; Hospital Progress 57 (September
1976): 9L-96, 12k,

McNeil, Dorthy and Williams Robert "Wide Range of Causes Found for
Hospital Closures" Hospitals Vol 52 No. 23 (December 1, 1978):
T76-81

Mooney, Anne and Rives, Morfleet W, "Measures of Community Health Status

for Health Planning, "Health Services Research, Vol. 13, No. 2
(Surmer, 1978) 129-1L5.

Pellegrino, Edmund D. "Medical Morality and Medical Economics" The_
Hastings Center Report. Vol. 8, No. 4, (August 1978) 8-11.

Pixley, LTG Charles C. MC, USA, "Urited States Army Medical Department:
Progress and Plans" Military Medicine, Vol. 1ik, No. 2
(Feb 1979): 94-98.

Pleines Karen M. and Williams, Hutert "Planning with the Community in
Mind Can Frevent Hospital Closings" Hospitals Vol. 52 No. 23
(Dec 1, 1978): 87-90.

Sanders, Charles A. "Medical Technology: Who's to Say When We've had Enough™
Hospitals Vol. 52 No. 22 (Nov 16, 1978): 66-T2.

Sihler, William W, "Framework for Financial Decisions, "Harvard Business
Review, LI, No. 2 (March-April 1973), 123.

Stuehler, George, "A Model for Planning in Health Institutions," Hospital
and Health Services Administration Vol. 23, No. 3, (Summer 1978)
6-2T7.

Thomas, D.E. and Stokes, H., H. "How Many Beds Should A Hospital Department
Serve?" Health Services Research Vol. 11, No. 3 (Fall, 1976)

- 2h1-51.

ol

" Treat T.F., "The Performance of Merging Hospitals," Medical Care, Vol. 14,
Kl No. 3 (March, 1976) 199-209.

"Washington Memo: Physician Supply May Meet Needs by 1990, Manpower
T Report Says" Hospital Medical Staff (December 1978) pp. 15-16.

honr al . ; \ o P AT \ T AT
ORI RO u DLy LN £ ) '1 c. "c !'a. i, o.‘ LR < 't‘» e H"‘a'i",, B0 T L R e S



Wershow, H.J. "Setting, Priorities in Health Services,'" Health Social
Work, Vol. 2, No. 4 (Noc 1977) 6-24.

Zelner, Lawrence and Badner, Barry "An Engineer's Approach to Data ‘
Collection and Planning "Hospitals Vol. 53, No. 5 (March 1, 1979): |
62-6L4,

t
|
\
|

Pamphlets

The Blue Cross and Blue Shield Plans of the National Capital Area .
Help Wanted Yours Before A Day In A Local Hospital Costs $450. ;
Washington, D.C.

Miscellaneous

Barron, Richard, Lt. Commander, Chief Navy Health Facility Planning
Division, Office of The Surgeon General, U.S. Navy Code Uul.
Interview by CPT C,E. Maxwell on 20 March 1979G.

Burke, Thomas, Analyst, Office of The Assistant Secretary of Defense
for Health Affairs by CPT C.E. Maxwell on 1 March 1979.

Comptroller General of the United States, Letter to the Honorable
Jamie L. Whitten, Chairman, Committee on Appropriations, House
of Representatives dated February 28, 1979.

Getson, Jake "Closure of Acute Care Hospitals: A Methodology for
Estimating System Benefits" Research Grant Proposal to the
Commonwealth of Massachusetts Department of Public Health.

Headquarters, Department of the Army "Fact Sheet: Realignment
Proposals for Which Studies are not Complete " undated.

Headquarters Department of Army, PGRC Memorandum 78-219M, Subject:
Preliminary Army Planning and Programing Guidance Memorandum
{20 Nov 78).

Health Services Command, (HSOP-S) Letter, subject "Reduction of Professional
Services " dated 13 Oct 1978.

Lambright, W. Henry Grant Application, NCHSR Solicitation," Achieving
Effective and Equitable Service Cutbacks" Syracuse Research
Corporation, Syracuse, New York, Hov 1978.

Lanier, Jack 0, COL, MSC, Director, U.S. Army - Baylor University
Graduate Program in Health Care Administration, Speech to 85th
Annual Meeting of the Association of Military Surgeons of the
United States (29 Nov 1978) Washington, D.C.

B ) -
\‘"s.‘7v:‘9!f‘!v"?e’*?v"'s:"O:"':‘!1 A



handiandh il

e . «
RSN TR IIOV AT A

M ‘d". o l nl:'l.l.u

Lucas, William Statement made at The Surgeon General's Installation
Plann.ng Board Meeting, HQDA, Washington, D.C. January 1979.

Memorandum, Subject: Data Required for Base Realignment Proposals or
Actions, OASD, Manpower, Reserve Affairs and Logistics, 9 Sept 1977

Minutes, 0OSD Steering Group, Bay Area Medical Facilities Realignment,
21 September 1978, OASD-HA.

Mock, D., Mission Analyst, Manpower Division, Deputy Chief of Staff,
Operations, Health Services Command, telephone conversation,
with CPT C,E. Maxwell,

Murphy, John E. "Health Issues In The Federal Sector" Office of the
Assistant Secretary of Defense (Health Affairs) (29 Nov 1978).

Office of the Assistant Secretary of Defense - Manpower, Reserve Affairs
and Logistics, Memorandum dated 9 Sept 1977, subject: Data
Required for Base Realignment Proposals or Actions.

Office of Management and Budget Circular A-116, dated August 16, 1978,
subject: Agency Preparation of Urban and Community Impact
Analyses.

Pixley, Charles C. Statement by Lieutenant General Charles C. Pixley, MC,
The Surgeon General, Department of the Army, Before the Sub-
committee on Personnel of the Committee on Armed Services
U.S. House of Representatives 96th Congress, February 16, 1979.

Proposal, OASD-HA, Initiate In-House Feasibility Study, Letterman Army
Medical Center, 17 Feb 1978.

Styles, Sam Advisor on Policy, Bureau of Health Planning and Resource
Development, interview conducted by Captain C.E. Maxwell on
16 January 1979.

Department of Health, Education, and Welfare Letter to the Honorable
Thomas P. O'Neill, Speaker of the House of Representatives,
subject and inclosure a draft bill to amend title IV of the
Public Health Service Act to provide assistance to hospitals
in discontinuing in appropriate services, undated.

Walls, Neal H., Colonel, U.S.,, M3C, Director U.S. Army Health Facility
Planning Agency, interview by CPT C.E. Maxwell on February
26 1979.

Weappa, Larry, Leautenant U.,S.N., Assistant to the Chief of Planning,
Offce of The Surgeon General, U.S. Navy Code 02, interview by
CPT C.E. Maxwell on 22 March 1979.

Wilmont, I.G. Letter to members of the Hospital Association of New
York State, Jan 10 1977.

07, oV SEREACS Ty AR TR S ST TR
. g Whih

A L LA L} YA (L © a0 X
."..‘ X "‘1"0.'. 21" 2. \' x L .‘ﬂi{"\ae .‘a"—.‘,l"‘y'-"f )




it REDUCTIONS IN SERVICES PROVIDED

: AT MEDDACS

( Between Jan. 1977 and Oct. 1978)

B SPECIALITY SERVICE NO. OF MEDDACS | NO. OF MEDDACS

i CURTAILING SVC.| DROPPING SVC.

X AVAILABILITY COMPLETELY

!'y

h | Orthopedic 13 1L L

B Optometry ) 10 0 j

i Ophthalmology 3 6

B Obsetrics ~ 5 6

W Gynecology 3 3

g Internal Medicine 3 0
Physical Examination N 3 0

] Psychiatry 3 2

o ENT o 6 5

:: Dermatology . 5 1

.: Podiatry 2 0

N Neurology i 1 4

) Urology 0 3

X Cardiology N 1 - L 0

w Gastroenterology _~ 1 1 ]

0 Allergy - 1 2

» Nuclear Medicine 2 0

% Social Work 2 0
Family Practice 2 0 ‘
Community Health 1 0

;:f A total of 23 MEDDACS have reduced services in one or both of

s:: the above methods.

"
NOTE: The duration of all curtailments or drops of service are

g T stated to be indefinite.

4 J

"

K)

)

8N

L'

By

P SOURCE: Data compiled based on informaticn obtained from Health

‘;n Services Command, Health Care Operations in a letter

" HSOP-S, dated 13 October 1978.
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NATIONAL GUIDELINES
FOR
HEALTH PLANNING

Planning Items National Guideline:

Beds per popula-
tion served

General hospitals
Occupancy Rate

Obstetrical
services

Neonatal special
care units

DoD Planning Guidance |

There should be less than four
non-Federal, short-stay hospital
beds for each 1,000 persons in

a health service area except
under extraordinary circum-
stances.

There should be an average
annual occupancy rate for
medically necessary hospital
care of at least 80 percent
for all non-Federal, short-
stay hospital beds consider-
ed together in a health ser-
vice area, except under ex-
traordinary circumstance.

Hospitals providing care for
complicated obstetrical prob-
lems (Levels II and III)
should have at least 1,500
births annually.

There should be an average
annual occupancy rate of at
leasat 75 percent in each unit
with more than 1,500 births
per year.

The total number of neonatal
intensive and intermediate
care beds should not exceed
L per 1,000 live births per
year in a defined neonatal
service area.

A single neonatal special
care unit (Level II or III)
should contain a minimum of
15 beds.

"Bed" includes incubators or

other heated units for special-

ized care and bassinettes.

hospital beds is ba
in historical workl
and civilian length ¢
stays. The GAO sizi
model is applied. R
sults approach 3 bed
Per 1,000 population
supported.

The DoD planning ofoi
s

ned with a dispersi
factor for beds of
This should insure aj
average of 80% occup
ancy.

DoD hospitals are pa

Obstetrical inpatien
facilities are provi
for all military hos
with 360 or more del
per year.

Regional,teaching anﬁ
obstetrical centers
nursery facilities ai
provided where deliv
exceed 2160 per year
deliveries/month).
No lower limit of bi
is established for s
hospitals with less
216) births per mont
mission of the specif
hospital dictates.




Planning Item: National Guidelines: DoD Planning Guidance

Pediatric inpat- There should be a minimum of 20 Facilities provided ba
ient services beds in a pediatric unit in on mission of hospital
urbanized areas.

For a facility with 20-39 pediatric
beds, the average annual occupancy
rate should be at least 65%; for a
facility with 40-79 pediatric beds,
the rate should be at least 77%;
for facilities with 80 or more
pediatric beds, the rate should be
at least 75%.

Open heart There should be a minimum of 200 Individual study
surgery open heart procedures performed

annually, within three years

after initiation, in any institution

in which open heart surgery is

performed for adults.

Cardiac cath- There should be a minimum of Individual study

eterization 300 cardiac catheterizations,
of which at least 200 should
be intracardiac or coronary
artery catheterizations, per-
formed annually in any adult
cardiac catheterization unit
within three years after initi-
ation.
There should be no new cardiac
catheterization unit opened in
a facility not performing open
heart surgery.

Radiation A megavoltage radiation therapy Individual study
therapy should serve a population of at

least 159,000 persons and treat

at least 300 cancer cases annually

within three years after initiation.
Computed Tomo- A Computed Tomographic Scanner Individual study
graphic Scanners (head and body) should operate at

a minimum of 2,500 medically

necessary patient procedures per

year, for the second year of its

operation and thereafter.

SOURCES: National Guidelines from the Federal Register, Vol. 43, No. 60
(March 28, 1978). DoD criteria from DoD Hospital Space Planning
Criteria.
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CEPARTMENT OF REALTH EDUCATION. AND WELFARE

Nen D/D Item 1622
(Reviged)

DRAF'

The Honorable Thomas P. O'Neill

Speaker of the House of
Representatives

Washingten, D. C. 20510

Dear Mr. Speaker:

Enclozed for ccnsicderation by the Ccngress is & drafs bill
"To amend title XV of the Public Health Service Act %o
revise and extend the authorities and requirements uncer
that title for nealth planning, to provide for assistarce
to hospitals in discontinuing inappropriate services, ard
for other gurrcsas."

An apvrenriate heailth planning system is a cornerstone
for the provision of guality health care and for the control
of 2xcessive health care ccsts. The Nationzl Health 2larnirc
ard Rescurceg Pevelopment Act 9f 1974 establisihed the
framnework feor suzsh a systen. We intend to continue cu:
imclemerntation of the progran in this important area.

The enclosed draft bill wouid materially ass§sh our imple-~
mentation by authorizing necded appropriations througn
fiscal vear 1982 and by making certain inmprovements in
current authorities.

Of particular importance in controlling unnecessary hezlth
costs is the elimiraticn of unneeded hospital inpatiernc
services., The craft bill would provide for grants for
fiscal year 1980 to hospitals to assist them in eliminating
inappropriate szervices. We estimate that this program would
save mcre than two dollars in unnecessary costs for every
dollar spert fcr the grants.

Assistance is needed for medical facilities having diffi-
cuities with safety hazards or accreditation. In additicn,
there are medically underserved populations which neeéd
outpatient medical facilities ccnstructed or modernized.
The draft bill would authorize appropriations of "such
sums as may be necessary” for such projects for fiscal
years 1981 and 1982.




§
)

The Honorable Thomas P. O'Neill p4

The Administration {s not requesting an extension of the
other health resources development authorities in title XVI
of the Public Health Service Act. There are currently

more acute inpatient facilities than are needed, and most
of these facilities can usually raise funds for capital
expenses without federal assistance. To control ever in-
creasing health care costs we need to discourage additional
unneeded construction. We intend to assist in developing
needed health resources in areas with inadeguate health
care systems throuch such activities as the National Health
Service Corps, comnunlty health centers, and health main
tenance organizations.

A table of appropriation authorizations appears at Tab A,
and a summary of the draft bill at Tab B.

We urge that the Congress give the draft bill its prompt
and favorable consideration.

The Office of Management and Budget advises that enact-
ment of this draft bill would be in accord with the progran
of the President.

Sincerely,

Secretary

Enclosures

OO OAMMAIANAAAR A Anrmmmns .



HSA grants

SBPDA grants

Rate regulation

Discontinuation of
inappropriate hos-
pital services
Medical facilities
construction and

modernization
special projects

Total

APPROPRIATION AUTHORIZATIONS

(in thousands of dollars)

" FY 1980
$115,400
30,000
2,000

30,000

o
)

77,400

FY 1981 FY 1°%¢€

"such sums as may be
necessary"

"such sums as may be
necessary"
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SUMMARY OF DRAFT BILL

TITLE I

Section 101 would authorize appropriations for fiscal
years 1980, 1981, and 1982 for health planning activities
(see Tab A). )

TITLE II

Section 201 would authorize the Secretary of Health, Educa-
tion, and Welfare to change the boundary of a health service
area if another boundary would be more suitable. The Secret:
may now change the boundary only if the existing boundary
ceases to meet statutory reguirements.

Section 202 would expand the authority of a public regional
planning body or unit of general lccal governmsnt that
serves as a health systems agency (HSA), in relation to the
authority of the separate governing body for health plarninc.
The parent body would be empowered to approve the budget

of the separate governing body for health planning, the
health systems plan, and the annual implementation ple-n.

The parent body could also remove for cause members of the
separate governinyg body for health planning.

Section 203 would exempt personnel records from the require-
ment that HSAs, State health planning and cdevelopment
agencies (SHPDAs), and Statewide health coordinating councily
(SHCCs) make their records available to the public.

Section 204 would permit individuals to serve as consumer
representatives on HSAs although they had been classified
as "indirect providers"™ during the immediately preceding
year (often because they had served as members cf a health
institution's governing board), and would rermove redundant
terminology.

Section 205 would permit certain "providers" to serve on
HSAs as "provider" representatives although they do not
fall into one of five currently specified classes.

Section 206 would reguire nonmetropolitan representation
on HSAs at least equal to the proportion of nonmetropolitan
residents in the health service area, Currently the repre-
sentation must be egual to the prcportion of those resident
in the health service area.

Section 207 would provide for the review of health systems
plans and State health plans on at least a biennial, reather
than an annual, basis.
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Section 20% would permit the Secretary to specify those
institutional health services which must be reviewed on an
institution by institution basis as part of a SHPDA's
appropriateness review activities.

Section 209 would permit the Secretary to return to con-
ditional status for not more than 24 months an HSA which
was exgeriencing difficulty in meeting all the require-

ments applicable to HSAs.

Section 210 would permit HSAs and SHPDAs to use funds
granted in a fiscal year in the following fiscal year.

Section 211 would replace the present allocation of grants
to HSAs on a formula basis with grants whose amounts would
be determined by the Secretary.

Section 212 would permit the Secretarv to continue Lbevoré
36 months the conditional status of a SHPDA which had not
yet met all the requirements applicable to SHPDAs, if the
Secretary found that the SHPDA was making a good faitrh
effort to meet those reguirements.

Section 213 would permit the Secretary to return to
conditional status for not more than 24 months a SEPDX
which was experiencing difficulty in meeting all the
requirements applicable to SHPDASs.

Section 214 would give the Secretary the ‘discretion to
determine the extent to which Federal funding under the
Public Health Service Act and related laws should te
reduced for States that by the end of fiscal year 1980
have not met all the Federal requirements for heaith
planning activities in the State. Current law reguires
the Secretary to eliminate all such funds to States not
in compliance.

Section 215 would require State certificate of need pro-
grams to determine the need for major medical equipment,
whether or not located in a medical institution, but
would eliminate the requirement that those programs
determine the need for the establishment 0of health maintenan
organizations.

Section 216 would delete a redundant requirement for State
review of new institutional health services.

Section 217 would provide for representation of HSAs on
SHCCs based on the population in each HSA's area, rather
than on the current basis of egual representation for each

HSA.
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Section 218 would permit the Governor of a State to aproint
the chairman of the SHCC; currently the SHCC members always
choose their own chairman.

Section 219 would permit the Governor of a State to modify
the State health plan developed by the SHCC, as long as

the Governor cconsulted with the SECC before making modifica-
tions and puklicly stated his reasons for the modifications.

Secticn 220 would authorize the Secretery to make grants
to SHPDAs for planning, evaluating, or carrying out
programs to Jdecertify health care facilities providing
health services that are not appropriate. Up to 15
percent of the funds appropriated for State health
planning anrd development could be used by the Secreta:ry
for this specific purpose. ‘

Section 221 would permit HSAs and SHPDAs, in ccnducting
reviews of proposeé health system changes, to utilizs, in
relation to health maintenance organizations, only tncsa
criteria specified by the Secretary.

Section 222 would permit the Gcvernor of a Stzte which
consists of one health service area to eliminate tne KS:
and have the SHPDA carry out the HSA's functions.

Section 223 would enact minor and technical amendments.
Section 224 would provide for effective dat:. .
. TITLE 1I1I

Section 301 would permit the Sscretary tc make grants to
public or nonprofit private hospitals to assist them in
discontinuing inappropriate inpatient hospital services.

The Secretary could provide grant funds to assist in liguidg-
ating the outstanding debt of a hospital that was clcsirg,
converting part of a hospital from use for inpatient care

to other health care uses, and meeting other costs associated
with the discontinuation of the inappropriate services.

Section 302 would authorize the Secretary to provide tech-
nical assistance to hospitals %o assist them in discontinuing
inappropriate irpatient hospital services.

Section 303 would authorize appropriations of 30 million
dollars for fiscal year 1980 for sections 301 and 302.

¥
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Section 304 would expand the medical facilities special
projects auzthority. Current language authorizec grants

for projects designed to prevent or eliminate safety hazards
in public medical facilities, or to avoid noncompliance

by such facilities with licensure or accreditaticn standards.
Section 304 would authorize such grants for private non-
profit facilities. The section would also permit the
Secretary to make grants for other construction or modern-
ization projects for cutpatient medical facilities serving
medically underserved populations. Section 304 would
authorize appropriaticns ¢f "suzh sums as may be nececsarv"
for fiscal years 1981 and 1982 for special project grants.




To amend :itle XV of the Public Health Service Act to revise
and extend the authorities and requirements under that
title for health planning, to provide for assistance
to hospitals in discontinuinc- inappropriate services,>end
for other purposes.

Be it enacted by the Senate and Hous2 of Representatives

of the United States of America in Congress assembled,

Short Title ard References in Act

Section 1. (a) This Act may be cited as the "Health
Planning Amendments of 1979",

(b) Whenever in this Act an amendment or recezal is
expressed in terms of an amendment to, or repeal of, a
section or other provision, the reference shall be considered
to be made to a section or other provisioﬁ of tne Public
Health Service Act.

TITLE I -- THREE YEAR AUTHORIZATION EXTENSIONS

Three Year Authorization Extensions

Sec. 101. (a) Section 151€6(c)(l) is amended by

striking out "and" after "1976," and by inserting before
. the period ", $115,400,000 for the fiscal year ending

. September 30, 1980, and such sums as may be necessary for
, -

the two succeeding fiscal years".
(b) Section 1525(c) is amended by striking out "ang"

after "1976," and by inserting before the period ", $30,000,0

R R . S
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for the fiscal year ending September 30, 1980, and such surms

as may be necessary for the two succeeding fiscal years".

‘(c) Section 1526(e) is amended by striking out "and"
after "1976," a:d‘by inserting before the period ", $2,000,000
for the £fiscal year erding September 30, 1980, and such surs
as may be necessary for the two csucceeding fiscal years".

TITLE II -~ AMENDMENTS TO HEALTH PLANNING AUTHORITI

O]

S
Revision of Boundaries cf Health Service Areas
Sec. 201. Tre first sentence of section 1511/b)(4)
is amended ty inserting after "the reguirements oI suvo-
section (a)" the following: "or a charge in the becundzrw
of such area would resul% in a health service area which
better meets the rejguirements of such subsection",
Improved Cocrdination Between Gcverning Bodies
For Health Planning and Their Public Regional
Planning B8ccdies or Units of General Local Governmernt

Sec. 202. (a) Section 1512(b)(3){(A) is amended

by striking out the first sentence and insertirna ins*csd

the following: ™A health systems agency which is a nuclic

regional planning tody or unit of general local goverrnent

shall establish a separate governing body for health

j planning in accordance with subparagrapn (C), which
shall have the responsibilities prescrited by subparagraz:-
(B), and which has exclusive authority tc perform fcr the
agency the functions descrized in section 1°.3 exce:z:t

as otherwise provided i1n subparagraprh (%) of this paras:arh.

The public regional planning btody or unit of gemera. l:cal

.

N P N A A R ‘J
B W :.L'a':'& .\fl\i\"\{ P R R I



wIrwwwwwww
hafaladadefiaddad ol Sod i g oSt

3

fadabecndo-at oo 0 S LN

government may remove for cause.members of the governing
body for health planning.”.

(b) Section 1512(2)(3)(B)(i) is amended by inserting
immediately before the semicolon ", but the budget of 2
health systems agency described in clause (B) or (C) of
paragraph (1) of this subsection shall be subject to
approval by the public regional planning body or unit
of general local government".

(c) Section 1512(b)(3)(B)(ii) is amended by inserting
immediately befcre the semicolcn ", but bcth dlans (and
emendments to those plans) in the case of a health systens
agency descrired in clause (B) or (C) of paragragh (1)
of this subsection shall be subject to approval by
the public regional 2lanning body or unit of general
local government”.

Confidentiality of Personnel Records

Sec. 203. (a) Section 1512(b)(3)(B)(viii) is
amended (1) by striking out "business meetings" and
inserting instead "business meetings {(other than those
parts of meetings that involve personnel matters)",
and (2) by striking out "records and data" and inserting
instead "records and data (other than records and data
on the personnel of the health systems agency)".

(b) Section 1522(b)(6) is amended (1) by striking
out "business meetings”™ and inserting instead "business

meetings (other than those parts of meetings that involve

personnel mat-ers)", and (2) by striking out "records
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and data® ané inserting instead 'teéords and data (other
than records and data on the peisonnel of the State
Agency)".

(c) Section 1524(b)(3) is amended by striking out
"tusiness meetings” and inserting instead "business
meetings (other than those parts of meetings that involve
personnel matters)".

Consumer Members of the Governing Body of
a Health Systems Agency

Sec. 204. (a) Secticn 1512(b)(3)(CY(i) is amenced by
striking out "who are consumers of health care and who
are not (nor within the twelve months preceding appoirtment
been) providers of health care" and insertihg instead
"who are not providers of health care and have
not within the twelve months preceding agprointment been
direct providers of health care'(és defined in section
1531(3)(A))". '

(b) .Section 1512(b)(3)(C)(iii)(I) is amended by
striking out "(either through consumer or provider nemters)”
and inserting instead "(either through menbers who are
pfoviders of health care or through members who are
not such providers)”.

Provider Members of the Governing Body
. of a Health Systems Agency

Sec. 205. Section 1512(b)(3)(C)(ii) is amended by

striking out "who represent” and inserting instead "shall

include representatives of".
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Nonmetropolitan Merbers of the Governing Body
of a Health Syste-ws Agency

Sec. 206. Section 1512(B) (N (CH(11i)(II) is amended
by inserting "at least” before "egual”.

Biennial Review 0f Healtn S,stems Plars and State
Healtn Flans

Sec. 207. (a) The first sentence cf section 1513ic! i,
the first sentence of section 1523(a)(2), ard the first ser-
tence of section 1524(¢c)(2)(A) are each arended oy stri<inc
out “"anncally” and insertirs instead “biernially”.

(b) Section 1524fc) (1) 1s amended cv stri1<ir3 ¢t "znnia.
and coordinate the ESP ard ATP" and inserting instead "and
coordirate at least tiennialiy tne HEP and annuelly the AIFR",

(¢) The third sentence of section 1524(c)(2)(A) 15
amended by strikina out "for each year"”.

Specification ty the Secretary of Services for Apprcpriatenress
Review on an Institution by Irmstitution Bas:is

Sec. 208. Sections 1513(gi{(l) and 1%23(a)(6) are each
amended by inserting "(and on an institution by institution
basis those instituticnal health services specified by the
Secretary)" after "health services”.

Return of Health Systems Agency to Conditional Status

Sec. 209. Section 1515(c)(3) is amended by adding
at the end the following: “If an agreement under this

subsection is rot renewed by the Secretary, he may enter

into an agreement under subsection (b) with the entity
for a period of conditional designation which may not

]
X exceed 24 months, if the Secretary finds that the period




6
of conditional designation should enable the entity to
qualify again for designation under this subsection, anrd
that the period of conditional designation will assis¢*
in carrving out the purposes cf this title.".
Carry-Over of Crant Funds

Sec. 210. (a)(l) The second sentence of section
1516(a) is amended (A) by inserting "and" after "eppropri-
ate,”, and (B) by striking out ",and shall be available
for obligationrn” and all that follows in that sentence
and inserting 1nstead a period.

(2) Section 1516(a) is amended by inserting after the
gsecond senterce the following: "Funds under a grant which
remain available for obligation at the end of the fisceal
year in which the grant hazs been made shall remain available
for obligation in the succeeding fiscal year, but no tfunds
under any grant to an Agency may be obligated in any period
in which a designation agreement is not in effect for that
agency, except that such funds shall be available for
obligation for such additional period as the Secretary
determines such entity will require to satisfactorily
terminate its activities.".

(b) The second sentence of section 1525(a) is amended
to read as follows: "Funds under a grant which remain
available for ocligatiorn at the end of the fiscal year in
which the grant has been made shall remain available for

obligation in the succeeding fiscal year, but no funds

.
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under any g}ant to a State Ageﬁcy may be obligated in any
period in which a designation agreement is not in effect
for that State Agency.".

(c) Section 1526(c) is amended (1) by striking out
"(1) such a grant" and all that follows through "(2)",
and (2) by adding at the endAthe following: "Funds under
a grant which remain available for obligation at the end
of the fiscal year in which the grant has been made shall
remain évailable fdr obligation in the succeeding fiscal
vear, but no funds under any grant to a State 2gerncy may
be obligated in any period in wﬁich a designation agreement
is not in effect for that State Agency.".

Grants to Health Systems Agencies

Sec. 211. (a) Section 1516(b) is amended to read
as follows:

"(b) The amount of any grant under subsection (a)
to a health systems agency designated under subsection
(b) or (c) of section 1515 shall be determined by the
Secretary.".

(b) Section 1516(c) is amended (1) by repealing
paragraph (2), and (2) by striking out the paragraph

designation "(1)".

Extended Period for Conditional Designation of a
State Health Planning and Development Agency

Sec. 212. The first sentence of section 1521(b)(2)(B)
amended by inserting ", ‘except that the Secretary may exten

the period for such additional time as he finds appropriate

I
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if he finds that the designated’Staie Agency is making a
good faith effort to comply with the requirements of section
1523" before the périod.

Return of State Health Planning and Development Agency
to Conditional Status

Sec. 213. Section 1521(b)(4) 1s amenced by adding
at the end the following: "If an agreement under
paragrapn (3) is not renewed by the Secretary, he may
enter into an agreement under paragraph (2) with the
Governor for a period of conditional designation which
may not exceed 24 months, if the Secretary finds that
the period of conditional designation should erable
the agency to qualify again for designation under
paragraph (3}, and that the period of conditional
designation will assist in carrying out the purposes
of this title.". |

Secretarial Discreticn in Withholding Funding

Sec. 214, Section 1521(d) is amended by striking out

"may not make"” and inserting instead "may decline to

provide any porticn of".

Major Medical Equipment and Health Maintenance Organizations
Under a State Certificate of Need Program

Sec. 215. (a) The first sentence of section 1523(a)(4
is amended by inserting."and new majcr medical equipment”
after "new institutionql health services”,

(b) The second sentence of section 1523(a)(4) 1is

amended by‘striking out "organizations" each place

it occurs and inserting in lieu thereof "equipment".
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(c) Section 1531(S) is amended by striking out
"and health maintenance organizations" and "and organi-
zations®.
(d) Section 1531 is amended by adding after clause (5)
the following:

"(6) The term 'major medical equipment' means
equipment which is used in the provision of health
care and who§e cost or fair market value (whichever
is greater) excéeds §150,000.".

Review of New Institutional Health Services

Sec. 216. (a) Paragraph (S5) of section 1523(a) is
repealed, and paragraph (6) is renumbered as (%).

{b) Section 1513(f) is amended by striking out
*"paragraphs (4) and (5)" and inserting instead "paragraph (4)"

(c) Section 1522(b)(13) is amended by striking
out "(5), or (6)" and inserting instead -"or (5)".

(d) Section 1523(c) is amended by striking out
"(4), {(5), or (6)" and insétting instead "(4) or (5)".

Proportional Representation of Health Systems Agencies
on Statewide Health Coordinating Councils

Sec. 217. (a) Section 1524(b)(1l)(A) is amended (1)
py striking out clause (ii) and by redesignating clause
(iii) as clause (ii), and (2) by amending the first sentence
of clause (ii) (as so redesignated) to read as follows:
*The number of representatives on the SHCC to which a health
systems agency is entitled shall be proportional to the

share of the State's population in the agency's health servi
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area, exceptAthat each agency shall be entitled to at least
one representative on the SHCC.",

(b) Section 1524(b)(1)(A)(i) is amended (1) by
striking out "at least five ", and (2) by adding at the
end the following: "Each agency shall submit a number of
nominees to the Governor which is at least twice the number
of representatives on the SHCC to which the agency is
entitled.”,

Selection by Governor of Chairman of the
Statewide KHealth Cocidinating Council

Sec., 218. Section 1524(b)(2) is amended to read
as follows:

"(2) The Governor of the State shall either select
from among the members of the SHCC a chairman, or direct
the SHCC to select from among its members a chairma~.".

Modification of State Health Plan by Governor

Sec. 219. (a) Section 1524(¢c)(2) is amended by
adding at the end the following:

"(C) The SHCC shall submit the State health
plan to the Governor. The Governor may, within sixty
days of the submission of the plan to him, make such
modifications to the plan (and to the HSP's) as he
finds to be advisable, provided that he (i) consults
with the SHCC before he makes the modifications, and

(ii) publicly states the reasons for making those modifi:

cations.".
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(b) The heading to section 1524 is amended by adding
at the end "and Modification of State Health Plan by
Governor”.
Grants for Decertification Programs
Sec. 220. (a) Title XV is amended by insertirng after
section 1526 the following section:
"Grants for Decertification Programs
"Sec. 1527. (a) The Secretary may make grants to
State health planning ard development agencies fer glanning,
evaluating, or carrying out programs to decertify health
care facilities providing health services that are rnot
appropriate. Grants under this section shall be made on
such terms and conditions as the Secretary may prescribe.
"(b) The Secretary may use up to 15 percent oI the
sums appropriated for a fiscal year under section 1525 for
grants under this section.”.
(b) Section 1525(c) is amended by inserting "and under

section 1527 (to the extent provided under section 1527(b)),"

after "subsection (a),".

Reviews of Proposed Health System Changes
in Relation to Health Maintenance Organizations

Sec. 221. (a) Section 1532(¢c) is amended--
(1) in the matter preceding paragraph (1),

by striking out "Criteria™ and inserting instead

"Except as provided in subsection (d), criteria”,

(i) By striking out paragraph (8),

- .
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(3) bty rénumbering paragraph (9) as (8), and

' (4) by striking out the last sentence.

(b) Section 1532 is amended by adding at the end
the following:

"(d) Criteria required by subsection (z) for hezlth
systems agency and State agency review, in relation to
health maintenance organizations (as defined in section 1301),
shall include only those criteria specified by the Secretary,
and shall be consistent with the standards and procedures
established by the Secretary under section 1306(c).".

Elimination of Health Systems Agencies in States Which
Consist of One Health Service Area

Sec. 222. Section 1536 is amended by adding at the end
the following subsection:

"(c) At the reguest of the Governor of any State {other
than a State under subsection (a)) which consists of one
health service area, (1)’no health systems agency shall be
designated for the health service area, and (2) the State
Agency designated for the State under section 1521 shall,
in addition to the functions prescribed by section 1523,
perform the functions prescribed by section 1513 and shall
pe eligible to receive grants authorized by section 1516.".

Minor and Technical Amendments
Sec. 223. (a) Secgion 1512(b)(3)(B)(iv) is amended

by striking out the comma after "(h)".
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"(b) Section 1512(b)(3)(B){vi) is amended by striking
out "reimburse” and by inserting in lieu thereof "feimburse
(or when appropriate make advances to)".

(c) Section.1513(e)(1)(A)(i) is amended (1) by inserti:
a comma after "Community Me~tal Health Centers Act", and
(2) by striking out the second comma after "Drug Abuse
Office and Treatment Act".

(d) Section 1513(e)(1)(A)(i) is amended by striking
out "sections 409 and 410" and inserting instead "section 41(

(e) Section 1513(e)(1)(A)(i) is amended by inserting
;“of 1972" after "Drug Abuse Office and Treatment Act".

(f) Section 1513(e)(1)(B) is amended by striking
out "under titles IV, VII, or VIII of this Act" and
inserting instead "for research or training”.

(g) The last sentence cf section 1532(a) 1s amended
by'striking out "Statés" and inserting instead "State".

| Effective Dates

Sec. 224, (a) Sections 202, 217, 219, ;nd 221
of this title, and section 215 of this title with respect
to major medical equipment, are effective 180 days after
the date of its enactment.

(b) Section 211 of this title is effecgive with
respect to grants made from funds appropriaéed for
fiscal years beginning after September 30, 1979.

(c) The remainder of this title is effective on

the date of its enactment.
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TITLE III -~ HEALTH RESOURCES

Grante to Hospitals to Assist in Discontinuing
Inappropriate Inpatient Hospital Services

Sec. 2Cl. (a) The Secretary may make grants to
public or private nonprofit hospitals to assist them in
discontinuing inpatient hospital services that the
Secretary determines are inappropriate.

(b) An application of a hospital for a grant under
this séction shail be in such form, submitted to the
Secretary in such manner, and contain such information
and assurances, as the Secretafy may prescribe.

(c) The Secretary may make a grant under this
section only if he determines--

(1) that the hospital would not be able to
discontinue the services with respect to which the
application is submitted without the grant, and

(2) that the hospital will comply with such
conditions.as the Secretary determines are appropriate.
(d) The amount of any grant under this section shall

be determined by the Secretary. A grant under this section

may include amounts--

(1) in the case of the closure of the entire
hospital, tc liquidate the net outstanding debt of
the hospital,

(2) in the case of the conversion of part of
the hospital from use for inpatient care to another
health care use, to pay for the costs of that

conversion, including costs of constructior, and
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(3) that the Secretary determines are otherwise
needed to assist in discontinuirg inappropriate
inpatient hospital services.
(e) The Secretary may make payments under this
section in advance or by way of reimbursement, and at
such intervals and on such conditions as he fincs nececsc. .
(£) Each hospital which receives a grant under this
section shall (1) establish and maintain such records,
and arrange to have performed such audits, as the Secretary
may reguire, and (2) make availatle those recc:cds tc the
Secretary and the Comptroller General of the United States
for exanmination, corying, and mechanical reproducticn.
Technical Assistance
Sec. 302. The Secretary may provide technical
assistance to hospitals to assist them in discontinuing
inappropriate inpatient hospital services.
Appropriation Authorizations
Sec. 303. For the purposes of making grants and
pré&iding technical assistance under secticns 301 and 302,
there are authorized to be appropriated $30,000,000 for
fiscal year 1980.
Construction and Modernization Speciai Projects
Sec. 304. (a) Section 1625(a) is amended -- !
(1) by striking out the last sentence,
(2) by inserging "(1)" after the subsection

designation "(a)", and
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{3) by adding at the end the follcwing parzag:rach:

®"(2) The Secretary may raxe grarts for constructicr
or modernization projects for outratient medical facilit:es
serving medically underserved ropulations.”.

(p) Secticr 162%5(c) is arended by striking out
*subsection (a)" and inserting instead "subsecticn [a}(l1)"
(c) Section 1625(d) is amended to read as follows:

"(d) There are authorized to be agprcrriated sucn

sums as may te necessary fcr fiscal vears 1981 and 1982 for

grants under subsection (a).".

ed by 1nserting tefcre tre

Co

(d) Section 16C1 is a-en
period the followinag: ", ané for constructicr and =cocde:n-
ization projects for outratient medical facilities serving
med}cally undersecved populations”.,

(e) The third sentence of section 1604(a) is amended
by striking out ”Except~as provided in section 1625, the"

and inserting instead "The".
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Conceptual Overview of Appropriateness Review
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COMPTROLLER GENERAL'S LEGISLATION NEEDED TO ENCOURAGE

REPORT TO THE CONGRESS BETTER USE OF FEDERAL MEDICAL
RESOURCES AND REMOVE OBSTACLES
TO INTERAGENCY SHARING

DIGEST

The Congress has expressed its desire for
greater sharing of the Nation's medical re-
sources by enacting several laws to encourage
regional cooperation in the health care com-
munity. However, Federal agencies' participa-
tion in regional health planning groups estab-
lished as a result of these laws has, for the
most part, been only advisory.

No interaction is required between Federal
agencies responsible for the direct delivery
of health care.. Moreover, no laws clearly
require Federal interagency sharing, although
several permit Federal health facilities to
share their capabilities with other agencies.

GAO studied the direct health care delivery
activities of the Department of Defense (DOD),
the Veterans Administration (VA), and the
Department of Health, Education, and Welfare's
(HEW's) Public Health Service to identify (1)
opportunities for Federal health care pro-
viders to share their resources and (2) legis-
lative, administrative, and other obstacles
which preclude or inhibit sharing. Each is
responsible for providing medical care to
specified categories of beneficiaries.

The Office of Management and Budget works
with the agencies to improve the planning and
coordination of Federal health programs, most
often through its annual budget reviews.

In fiscal year 1977, DOD, VA, and HEW collec-
tively spent over $6 billion to provide
medical care directly to eligible Federal
beneficiaries and over $700 million for medi-
cal care provided to eligible beneficiaries
in the non-Federal sector. Recently, repre-
sentatives of the three agencies met to

HRD-78-54
Tear Shest. Upon removal, the report
cover date shm?ld be notvcd hereon.




begin planning for increasing interagency
sharing. An interagency Federal Health
Resources Sharing Committee has been estab-
lished. (See p. 10 and apps. II and 1I1l.)

Numerous opportunities for increased inter-
agency sharing either were not considered
as opportunities by the agencies involved,
had been pursued but abandoned, or had

been only partially successful. (See app.
IV.)

In most instances the following obstacles
precluded attempts by or discouraged

local Federal officials from completing
satisfactory interagency sharing arrangements.

~-The absence of a specific legislative
mandate for interagency sharing and a
lack of adequate headquarters guidance
on how to share. (See p. 11.)

--Restrictive agency regulations, policies,
and procedures. (See p. 14.)

--Inconsistent and unequal methods for
agencies to be reimbursed for services
rendered to other agencies' beneficiaries.
(See p. 23.)

Attempts to share, whether started at the
local Federal hospital level (including
clinics) or by an interagency group at the
department level, such as the Federal Health
Resources Sharing Committee, will be hindered
by the same obstacles.

Existing legislation is subject to various
interpretations and/or permits only certain
types of resources to be shared. This makes
it difficult for agencies to use such legis-
lation to increase interagency sharing. Fre-
quently Federal officials do not know what the
specific groundrules are, and little substan-
tive direction has been provided to local
Federal hospitals concerning interagency
sharing problems and questions.

Eliminating legislative and administrative
obstacles and implementing a structured

ii




Federal interagency sharing program would be
advantageous to both the Federal Government
and its health care beneficiaries.

A key factor is enacting legislation to direct
interagency sharing whenever appropriate and
encourage the establishment of uniform Govern-
ment-wide implementing procedures. Such legis-
lation should encourage individual initiative
without affecting any Federal agency's organ-
izational or command structures. It should
also give increased management options to

local Federal medical officials to make the
best use of the Nation's medical resources.

RECOMMENDATIONS TO AGENCIES

The Secretaries of Defense and Health, Educa-
tion, and Welfare and the Administrator of
Veterans Affairs should jointly direct the
Federal Health Resources Sharing Committee to
expeditiously seek workable solutions to the
administrative obstacles within each agency
which impede sharing, and report individually
on an annual basis to the congressional appro-
priations committees on the progress being
made in implementing an effective sharing pro-
gram. (See p. 30.)

The Director, Office of Management and Budget,
should establish a management group within the
ex?sting Office of Management and Budget organ-
izational structure to work with DOD, HEW, and
VA to better coordinate the development of an
effective Federal sharing program. The group
should work closely with the Federal Health .
Resources Sharing Committee and with the Office
of Management and Budget officials responsible
for reviewing budget requests for Federal
health care delivery activities in order to
foster increased interagency sharing. (See

p. -30.)

RECOMMENDATIONS TO THE CONGRESS

The Congress should enact legislation to estab-
lish a greatly expanded and cost-effective
interagency sharing program. Specifically

this legislation should:

iii
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--Establish a Federal policy that directs
interagency sharing when appropriate.

--Authorize each Federal direct health care
provider to accept all categories of
eligible beneficiaries on a referral basis
when advantageous to the Government and care
of primary beneficiaries would not be
adversely affected.

--Eliminate all restrictions on the types of
medical services which can be shared.

--Authorize Federal field hospital managers
to enter into sharing arrangements, sub-
ject to headquarters veto only if judged
not in the best interests of the Govern-
ment. :

--Authorize expansion of services as neces-
sary to use Federal medical resources in
the most cost-effective manner.

--Establish a policy requiring full use of
available nearby Federal medical resources
before using civilian or distant Federal
medical resources.

--Authorize the establishment of a method of
reimbursement under which the providing
Federal hospital would receive any revenues
received to offset any expenses incurred.

--Assign to the Office of Management and
Budget the responsibility to (1) coordinate
the implementation of an effective inter-
agency Federal medical resources sharing
program and (2) report annually to the
Congress concerning the progress being made
toward increased sharing of these resources.

(See p. 30.)

AGENCY COMMENTS

DOD and HEW generally agreed with GAO's
conclusions and recommendations. VA did not.
The Office of Management and Budget did not
take a position on the legislative recommenda-
tions, but disagreed with GAO's recommendation
regarding the designation of a group to work

iv




@ with the Federal agencies to coordinate the
development of an effective interagency
sharing program.

GAO's evaluation of the agencies' comments is
on pages 31 through 38.
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AN OPINION SURVEY ON
SERVICE CURTAILMENTS OR CLOSURES
OF DOD HOSPITALS

The attached survey has been developed to gather research information
on the subject of health services curtailments and hospital closures. For
a number of reasons, future situations may dictate careful consideration of
alternatives and initiatives to curtail services or close hospitals at
various locations. The opinions of those individuals who are actively
engaged in the application of increasing scarce resources to provide health
care is considered essential to the development of a full appreciation for
the implications of curtailment/closure proposals. More specifically this
questionnaire is aimed at: 1) obtaining an appreciation for the relative
importance of various factors which should be considered in the decision
making process, 2) obtaining a feel for perceptions about the reasons for
curtailment/closure initiatives, and the ability of higher headquarters to
make sound decisions in this area and 3) obtaining opinions about the
future with respect to curtailments and closures.

Your participation in this survey is greatly appreciated. Individual
responses will not be released. However, if you would like to obtain feed-
back concerning the survey's results showing how total numbers of individu-

als responded to each part of the survey, please indicate this desire on
the last gquestion of the survey form.

PART I
BACKGROUND INFORMATION
A. I am a:
Medical Center Commander
MEDDAC Commander
Medical Center Chief of Staff
Medical Center Executive Officer

MEDDAC Executive Officer

Other




: B. ' I am located at a hospital of:
Above 500 beds
300-500 beds
100-300 beds
50-100 beds
10-50 beds
C. At the medical facility where I am presently assigned:
There have been service curtailments in the past three years.

There have been discussion of facility closure, either at
this hospital or concerning this hospital at higher headquarters.

None of the above.

PART II
DECISION MAKING FACTORS

Tne following is a listing of items which possibly should be considered
when evaluating the merit of curtailing medical services at a DoD health
care facility or closing the facility. You are requested to evaluate the
importance of each of these factors. On the left of the item, please indi-
cate by cireling a number, the relative importance of the item between 1
and 5, and 1 indicating most important and 5 indicating least important.

Relative Importance Item
(Most to Least)

1 2 3 4 5 The need to provide medical care to an active duty
population.
1 2 3 y 5 The need to provide medical care to dependents of

active duty personnel.

1 2 3 4 5 The demand for medical care by retired and
dependents of retired personnel.

1 2 3 4 5 A moral obligation to provide medical care to
retired military members and their dependents.

1 2 3 4 5 A need to provide accredited graduate medical
education opportunities to active duty physicians.




Relative Importance Item
(Most to Least)

/
\ /

1 2 3 4 5 The need for a varied patient population to retain
physicians.

1 2 3 4 5§ The need for a varied patient population to support
graduate medical education programs.

1 2 3 4 5 Ties (research, teaching training, etc.) to other
DoD activities in geographic proximity to the
medical treatment facility in question.

1 2 3 4 5 Existing ties to local civilian health care institu-
tions.

1 2 3 4 5 Ability to maintain the total number of graduate
medical education positions (interns, residents and
fellows) within the service worldwide.

1 2 3 4 5 National and local reputation enjoyed by the medical
treatment facility.

1 2 3 4 5 The need to shift limited health care resources to
other locations.

12 3 4 5 The dictates of fewer resources (dollars and person-
nel).

1T 2 3 4 5 The ability of the civilian community to provide
health care through the CHAMPUS program.

1 2 3 4 5 The ability of another DoD facility in a forty mile
radius to absorb additional workload.

1 2 3 4 5 Unemployment impact of proposed actions on local
community.

1 2 3 4 5 Economic impact of proposed actions on local commu-
nity.

1 2 3 4 5 The productivity of the medical treatment facility
in question, as compared with other DoD facilities.

1 2 3 4§ 5 The physical conditions of the facility and the need

for a construction project to assure JCAH accred-
itation and efficient operation.
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- -4 2 -3 45 The need to curtail services to maintain compara-
bility with what is deemed "appropriate" under
provisions of Public Law 93-641, The National Health
Planning Act, in the civilian sector.
1 2 3 4 5§ Other
1 2 3 4 5 Other

PART III
PERCEPTIONS AND OPINIONS

The following questions are designed to obtain information concerning
perceptions and opinions. Please check the appropriate blocks.

A. Which is more important?

__ Enhancing physician retention and medical department competence for
combat needs through the medical center teaching programs.

__ Providing health care to the peacetime active duty force where it
is located.

Both of the above are equally important.

B. In the face of DoD resources reductions, should the services fight to
maintain or expand the medical education programs?

__ yes

in some specialities

no




G

Is the thrust at DoD to curtail or close health care facilities predom-
inaatly for budget economies, without regard to the needs of the
services?
— Yes
partially true
__ Mo
At what level initiatives for curtailments or closures be originated?
at medical treatment facility
at major command
at The Surgeon General's Office
__ at DoD
At what level should curtailment or closure decisions be finalized?
at the major command
at The Surgeon General's Office
at DOD

Do personnel at DoD possess a good grasp of the problems faced by the
medical departments of the services?

yes

only in some areas
only some individuals
no

Do personnel in The Surgeon's Office possess an adequate appreciation
for the needs of the ‘hospitals and their problems?

— Yes
in most areas

in some area

no




T RN

{ 4. In the next five years DoD resources for health care will:
Decrease considerabdbly
Decrease a little
Remain constant
Increase a little
Increase considerably

I. The most important probable single factor causing the
curtailment/closure actions of the future will be:

A reduced budget for DoD health care,
Base realignments and closures.
Fewer health care providers on active duty.

Inability to maintain JCAH accreditation because of unfunded
construction requirements.

Regionalization,

Other

J. 1Is there a need for the existing number of military teaching hospitals?
yes

no

K. Over the past five years the resources provided to other DoD programs
have done what in relation to resources provided for health care asso-
ciated programs?

Increased at a faster rate.
Increased at an equal rate.

Decreased at an equal rate.

Decreased at a faster rate.

Y P 7 P L LA T
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(‘ ‘'« In comparison with civilian medical treatment facilities, DoD facili-
: ties are generally:

Much better
Better
- About the same
Worse
Mich worse
M. 1 would like to receive a copy of the consolidated results of this

survey.,

yes

no
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PART II

DECISION MAKING FACTORS

Individuals surveyed were asked to indicate the importance”of the following items as factors for consideration
The importance

when evaluating the merit of curtailing medical services of closing & DoD health care facility.

of the item was indicated between a numerical scale of 1 to 5.
number 5 indicates least importance.

The number 1 indicates most important and the

ITEMS

WHICH POSSIBLY
SHOULD BE
CONSIDznzD

Total
Mean

CATEGORIES OF RESPONDENTS

MEDCEN CDR.

MEDDAC CDR.

MEDCEN X.O.

AC_ X.O.

Group
Mean

! Responce
Freq

enc

Group

Responce

Frequ

en

Y

Group

Responce

F

C

Group

Responce
uency

2

4

Mean

1

2

3

L

1.

The need to provide
medical care to an
active duty popula-
tion.

1.00

1.0

0

3

-0

$

1.00

12

0

0

=

-2

Mean
l

1.00

2

3

L

0

Mean

1,00

aSe

2.

The need to provide
medical care to de-
pendents of active
duty personnel.

1.60

1.22

1.75

n..vm

The demand for medi-
cal care by retired
and dependunts of re-
tired personnel.

2.38

1.88

2.91

2.5

4.

A moral obligation tg
to provide medical
care to retired mili-
tary members and
thelr dependents.

1.98

1.22

2.50

2.89

i ad

A need to provide
accredited graduate
medical education
opportunities to
active cduty physi
clans. ,

1.83

1.00

2.16

1.78

[y

2.




‘€

£8°2

002

2262

00°€

14°2

*£331179%7 juaujesI)
1e0TPau ayy £q
pafofua uotrerndax

TedC’. pue Teuolyej’

e wur)

11

2 5%4

15

glsd 1

49°2

20°2

"OPIMD[A0M D90 AILSS
8y} utylM (sMot
~T8J pue S3UIPTSaI
‘surajut) suoriysod
uotjednpse TedTpau
o1enpeld JO Jequnu
Te310% 3yl utejl

-utew 03 A3yTTayv’

0t

§i°2

66z

zjére

gL 2

69°2

*suotIng

~118UT 8Ied yjresy
UeTTTAIO TeO0T

0} S973 3JuriSTXg

§4°2

11°2

0l€€°¢

222

_L9°e

*A11TTO®I jusuleaay
TeoTpsu 8yy 03
Kypurxoxd otydexd
-092 uy S8T7}TATIO®
(od I9Yyio 03 A.ovm
‘Bututex; ‘Suiyoesy
‘yoxeess1) say]

'8

€€ 2

221

£192°2

002

66°t

*suexdoxd
uot3ednpa Ted{psau
ejenpead jxoddns
03 uoyjerndod
qjuetied pafIea

e I0J pedu ay]J

A

0}l

s

€

€
ld

€€z

0

012

22'1

0

2|1

6len"t

0

€

(4

€€ 2

£9°1

*suelotsAyd utel
-ax 01 uotjerndod
juegred poTIeA

® JI0F pa3au ayy,

2

- UeoR

ey

esuodsoy

‘duoxsn

L_

1" [«]

f

(A

ous

03I

esuodsey

ueay
dnoxs

U

£l2

1| uesi

ousnbax g
esuodsay

dnoxyn

I

-

2

ousnbaxy
asuodsay

ueay
dnoan

5°0°X OVAQAR

8°0°X * NIHOTIW

*SHAD JYaTIW

*SH@ * NIOJER

SLNAQNOdSHY A0 SHTHODELYO

ues|]
1=304

* T dTISNOD
3d dTAOHS

XTEISSOd HOIHM
$SWALI

[




H

hadkiadeodian g a 2.0 a0

*SaTITIIoRy
@oQ I9Y3o YiiM paxed
-wod se ‘uofysendb
uy £377To0r 2uUsw
[3e8I17 TedTpau ayy} Jo
ojojtigjefegtjolv|e{T|s|68 T |T|S[2{T1|€lo0C|o]€{z]|T [€]5S 2 €e2 K31A130npoad eyy gy
* A} TUnuwwod Tedo0T
, uo suotqoe pasodoxd
cle€is|vjoliocjzlet|vieiecla|Clolt|o]losw]|niz2iClo]o] 11°4 06°€ | Jo 3oedut Ofwouody .Y
*A3Tunuuod TeD0T uo
guoT3o® pasodoxd jo
Elu{n|vio]secirinirjrieiirclglzirir|olen|ci{€lclo|T]8leE 14°€ | 4oedut jusufordwsupn *97
"peO 10N
TeuoT31PpPe qI0Sqe
01 ‘snipex sTtuw
fqx03 = ut ‘fa1
-1 10®Y (god Iayjoue
TivTininleiesceitr)lrjofz]sjoorzjzit]ejs|rlegzjolol€E]z [4]68°T gtz + Jo £37T1q® 3yl °GT
suexdoxd SNIWVHD
8yl ysnoxyiz sxed
yTedy apraoxd og
£ypunuuod ueTTTATO
T{t|2(2]{9(s0°z|z|lofolz|s]tr:elolaf{t]|elz]sezitlolf]lz |€]o002 61°2;] °2u3 Jo A3TTIqe 9yl ‘41
. . *(Tduuos
: -xod puw SIeTIOP)
i £90IN0SAX I3MI T

oJoltjsioles tiojojz|z{€{98 T ]|o[0O|H|{T |4][GiT 10 [0]2|€ IH|GG T 19° 1) JO s93®31edtp Byl ‘€1
1] *SUOT3}eO0T I3Yy30 01

W T

g

_ S90IN0SAI PIITUIT
2 42 3JTUsS 01 paau 8y 21

olv|vlglzlgo-zlrltlzlolylirelelzlelnlrloo€ o]zl (€
Clyl€lz ] weoG [H €2 1] ueon|G [H[€lz |v] weoewls |Hl€ {2 [J| ueow ueol * q3YAATSNOD
Aouanbax dnoxry Adusnbaag dnoxn| Kouanbaxy dnoan| Aouanbaxy dnoaxn Te310] .
asuodsay asuodsay asuodsay asuodsay a4 (FINOHS
8°0°X DVATAW S°0°X NROQHW *SHJO JVAAW " S4QD NADUENW XTHISSOd HOTHAM

IR SINAANOJISEY 40 SATHODALYVO I




B T TR T Y ST Qe VT L R A R LA VO . - -

S

*UOTSSTW UOT3ET
~Te3SUT 01 88ueyd
A S———" +-t-d-—--lololol1 o] ~~-=- - “}e-f-—+ceou *B'U ~suetd ofuexr Juog

*god 0% SAUTA®RS 1e10]
—— -~lolofolt |o] ~=——- - — 4 ——}~d *peu se*u-gysAyeue 11J8Us8Q-150)

*gTeuo]sSsajoad yireay

— 8 SO S VR, IS VU PN ololalogli!l *ecu ‘e'u JO UOT}US}8I 8y

119430 ‘12

*J0308S UBRTTTAIO
ay3 ut 3oV Jutu
-ueTd Y3TeaH TeuotieN
| oyl ‘Tt9-€6 MeT
oTTqQNg JO suotstaoad
Jepun ,83retxdoxdde,,
paweap sT jeym
i1t £31TTqexeduod
UTejUTel 03 SI0TAIES

1 ERUNSHAIRIEARIE S I 21l 9€°2l2{t{9i{0 [0]95 € 42°¢ |ITe}ano 03 psau ayy °0g

‘uotiexado
IUSTOTII2 pue UOTIEY]
~paxooe HYJ[ 8Insse

0% 3909foad uoty
-FONIESUOD ' I0F PIaU
ay31 pue L1111oe]
f ay3} JO SUOTATP
9ld9°tjojezizltiHlceeioiC |Cle|nienCciojTh|{2 ]2} MmC 412 -u09 Teotrshud syg *61

-

T weon(G {H{C€ (21T} ween|G |4 I€ 12 |1 ]| uvesnjG jy i€ ]2 (3] ueey ueol * CIYAAISNOD

uatibax y hmwonu Aduanbax g dnoan] Aouanbaxy dnoxn| Aouanbaxy dnoxn 12303 dg TINOHS
asuodsay asuodsay asuodsay asuodsay

—5'0"X OVATH ST0°X_REOGW "SHAD OV "SHQD NHOTEW KIS0 HOTHA

SLNIANOASIY 0 SITHOOHLYO $SWILI




P— 3 . SO ter s e v el n v we v . . . . . et wArt rs . e
F it b 2 T AL S B e ot etk - B . . AN e Cret W T et WAL AN > e L C e T cmnciep o

\ o
aoqQ _v_°“#v 0 0 0 0 0
901JJ0 S,TeIdUd) U0dAING aYyJ IV €V 91 4 S Z S
pueuwod Jolew 3y _°*2V 11 4 I 4 Z
£1711o®] juswleal} Tedypsu 3y 1V 61 4 € 9 4
¢P91eUTITIO oq .
) S8INSOTO IO SIUSUTTE}IND IOF SOATIETITUT PINOYS TSAST 2euM v °B
ON °*fV S Z Z 1 0
onIj3 ATreriled ‘gv g1 1 L ) 9
sax 1V 81 9 4 L 4
_ 2 SO0TAXSY 9T JO 5pou 9
i 8y} 03 pIeSex INOYITM ‘Satuouods 383pnq IOF A1rueuguopaad
59T3TTTO®] Y3TedY 9SOTO I0 [TeIIND 03 @od e ISnIy} ay3 s °Y
ON °€V 0 0 0 0 0
Satjireroads awos Ul *gv JA P € 2 0
Saf *1v St 07 9 01 6
TSWeiJoXd UOT3eONpe [ed(paul ayj puedxs JO utpejuiew 03 Y33
S80TAX9S 0y} PINOYS ‘SUOT}ONPaI 90INO0S3X (JOJ JO 99®F 3y3 Ul P
|
«querxoduy Arrenbs axe aroqe ay3 Jo yrod °*€v 1€ 8 A 6 A
*Pa3ed0T ST 1T 8Id3Yym
20103 A3np aAT3oe suypisdead ayjz 03 aIed Yiresy Surptaoxd *2v 9 € 0 2 T
*sueldoxd Iutydoe23
X9queo TBOTPOM 9Yyj yIMoIyj Spedu 3equod I0J 8dua}adwod
queuqredep TeOTpaw pue uofiusldx uerdysAud Jurdueyuy °Tv S 1 [4 1 T
) cyueIodu] aIoWw ST YOTYM °O -
s*0°X 8°0°X *SHAD SHAD
SYAMSNV/SNOTLSAN® | STVIOL | OVAQHW | NEDAAW | OVAddW NADTIEW
SINZANOdSIY J0 SATHOTHLIVO
-sasuodsay Jo Aouanbaxg

SNOINIJO ANV SNOILIddOHdd
ITI Jdvd

) p - =
e it T Pt L e e - L4



ON

2V

saj]

A

[o2Y(sa

QD et

i

éSTe3Tdsoy
Bugyoveq LAreytriw JOo Jequnu Suy3STXe ay} JOJ poau € aIay} ST

A1qeispTsuod asesxouT

Gy

373171 ® @seaxour

.:<

3Ue}SUOD ujeway

973311 ® 9Ssearda(

A

ATQeISpTSUOD 8SEaIdd(]

*1v

QNN O Y

v

FF N -

v-c\dv-cv-to

N O3 |

[\a IS {=1{=] [1a

{TTTM 8I®0 Y3TedY JI0J 880IN0Sa8I (JO(J SIieok 9ATJ 3XoU ay3 ul

*0

ON

.:<

Seale BWOS Ul

Seale jSoul UT

°ev

sajy

*1v

ONA O[O

awin\oz

-cuqu-t

N |~O

NNt~ |O

Ssuatqoxd Itey3l
puw sTe37deoy ey3 jo speau 8y I0J uojjrerosadde ajenbepe
uw ssessod 8013JJ0 S, [BI3U3N u0dIIng ayJ ut Tauuosxad oQ

OoN

L1

. STenpPTATPUT SWOS ATUQ

21

SedJe auWOS uy ATuQ

saj

— YN VY

—HONJOY M

ooy~

—|2F NN

,890TAI8S ayj} JO sjusujredap TedTpeuw ayj Xq podel
swarqoad ay3 jJo dsex?® pood e ssassod qog e Tauuosxad oQ

: aod v

81

907 JJO S, TeIsuUsnH uOdIANG 3y} 1y

A

1A

pueuuwod Jolew ayy 3y

‘v

(S [t g

WA (SM & 4

— Ol

— WM

LPRZITRUTY
8q SUOTSTO9p 8INSOTO IO JUAUTTEIAND PINOYUS TSAST 3EUM 3V

)

SHAMSNY /SNOTLSEND

STVIOL

s°0°X
OVATIW

w.o. x
NIOTHKW

SH@O
OVATIW

SYao
NIOTHW

SINIANOdSHEY 40 SHTHODHALYD
-SASNOJSAY J0 SEIONANDAHA




'8

9SIOM YONY

GV

9SION

.d<

awes ay3 noqy

03300

*ov

u\o~c3ko-:

OOl NN

N2~ |O

Oq\f\NN

AT | O

I5330q_UOTH

A

tATrersusd oXe SAT}TIIORF (04
tg011 711087 jUSW}edI} T[eOTPOU UeTTTATD y3IM uostIedwod ul

*97el I91SeJ ® 3B pasedlda(

L] :4

*ojed [enbd ue }e pPasealda(]

eV

"5381 (enbs uw 3e posealdu]

‘v

N O N

"97eX J0358] B 1e_pPasesIdul

*Tv

0| O

(3a{sV [1a 1a]

Y- O

WY Y NN

sowexdoad pojeroosse aled YITedY J0F paptroxd
809IN0SAI 03 UOTIETOX UL JeyM 3UODp SA®'Y suexdoad qod
z0y30 03 peprAoxd sedxnosal ay} sxwok aATJ 3sed 9y3z I8N0

ousyog U3TEdH TeUOTIeN

A3Tp1dnag

*sueld AOUud3u3juod 0%
axoddns x03 L1yssedeu au} Xo0J Suypuej}sIspun Jo oel ITay3 pue
9e0TAISS TeOTpeu T1eIN0 0% (oq ® HWO ugy suosxad X0F aXYSADP ¥

3A0qE 9U3 11V

il v

ST8430

.m<

.:odamsdamnoawox

Gy

o

o

o

TgjususIjnbal UOTIONIISUOD
pepuUnJuUn JO egnedeq UOT}EITPaIOdE HYDL UTBIUTER 03 £L3y1rqeur

L] 34

“TAnp 9Aj3oe uo saepraoxd axeo uitesy FELEX

LY

ui

TS5INS010 pue Sjusuusjreal aseq

A

Q%

“axwd y3reeYy (og X0F 1edpnq paomnpdl y

* v

43

WY O

= Jda Bl (=

ol

NN N[O

19q LL{IA 8amng 6y3 Jo Suoiloe 3INSO0T0 /3Usu{TeHIN0

oy3 Sugsned J01d0e3 a1fures atqeqoxd queqxoduy 3sou 8yl

e

SHAMSNV/NOT ISEND

STVIOL

W'o. x
OVaaHW

s*0°X
NIOCTHW

SHA0
OVATHW

—suQ0 |
NIOTIW

SINAQNOISAY 30 SITHODRIVD

~CHSNOISHY 0 XONANDAYL

- . -

- - -




MATRIX CODES

1. Approved graduate medical education program (residency)
required in thils specialty to gain residency program
approval.

2. Ordinarily the institution provic:ag the residency
will have residency program in the specialty cited.

3. It is essential that there be expertise and facilities
available in this specialty.

4. A requirement is cited for strong support service
in this specialty.

5. Resident experience with patients undergoing this
type of specialty care is necessary.

6. Resident's time must be spent in part in this specialty
area.

NOTES

Few quantitative requirements are cited in specific
terms. Instead, most requirements are couched in such
pharses as, "The institution must be able to provide an
adequate number and variety of ... patients. Arbitrary
figures cannot reveal these considerations accurately.

l/ Experience and training in community medicine also
required.

2/ 1t is essential that there be available expertise
and facilities in such areas as allergy, cardiology,
endocrinology, gastroenterology, hematology, infectious
diseases, metabolism, nephrology, nuclear medicine,
oncology, pulmonary diseases and rheumatology. A
reasonable amount of experience is also desirable in
dermatology, neurology and psychiatry. . Ut

3/ General requirements for all residency programs
require that hospitals offering a residency program
have acceptable pathology and radiology departments.
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WORST POTENTIAL DECISION RESULTS

The phasing down of a medical center to a MEDDAC without shifting
the teaching mission or any workload to another DoD facility.

The closure of a medical center, stopping inpatient services,
without effecting other DoD facilities.

The shift of a medical center's inpatient workload in part or
totally to another DoD medical facility belonging to another
service. The closing of the graduate medical education program
at the same medical center.

The phasing down of a medical center to a MEDDAC or outpatient
facility and relocation of the teaching mission to another facility
belonging to the same service. No effect is envisioned on the
facilities belonging to another medical service,

The phasing down, reduction to a clinic, of a MEDDAC hospital with
no impact on any other DoD facility's workload.

The phasing down or closure of a MEDDAC hospital with a workload
shift to another or other facilities of the same service.

The phasing down or closure of a MEDDAC hospital with a shift of
workload to facility(ies) belong to another service.

Curtailment of a service or services at a medical treatment without
any effect on any other DoD facility.




T

LEVELS OF DECISION MAK.NG

1. DoD Steering Group: A steering group composed of at least the
following members: The Assistant Secretary
of Defense for Health Affairs, representatives
of a) OASD- Comptroller, and b) OASD- Manpower,
Reserve Affairs and Logistics, and The three
Surgeons General.

2, Tri-service Panel: A panel of representatives of the Chiefs of Staff
of the three services.

3. Committee of the Three Surgeons General: In this situation the com-
tmittee may have to make a decision which will
be acted upon at a higher level.

4. Chief of Staff of Single Service: The Chief of Staff of the service
involved can appoint an individual or group to
make recommendations to him for a decision.

5. The Surgeon General of a Single Service: The Surgeon General can
make a decision based on a study made by sub-
ordinates.

6. Major Command (HSC): A decision may have to be approved at a higher
level.

7. Medical Treatment Facility: A decision may have to be approved at a
higher level.

NOTE: Decisions made at levels below DoD will
still have to be approved up the chain
of command to the DoD Health Council.
Where thresholds set forth in AR 5-10
are exceeded “he requirements for anal-
ysis and decision making dicated by the
Army Regulation and DoD instructions
must be met.
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