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HCFA REGIONAL OFFICES: INCONSISTENT,
UNEVEN, UNFAIR
THURSDAY, NOVEMBER 4, 1999
U.S. SENATE,
SPECIAL COMMrrTEE ON AGING,

Washington, DC.
The committee met, pursuant to notice, at 10:02 a.m., in room
SD-562, Dirksen Senate Office Building, Hon. Charles E. Grassley
(chairman of the committee), presiding.
Present: Senators Grassley, Craig, Breaux, Wyden, Reed, Bryan,
and Lincoln.
OPENING STATEMENT OF SENATOR CHARLES GRASSLEY,
CHADRMAN
The CHAIRmAN. While we are giving our opening statements, I
will ask the witnesses to come to the table so that even though we
have not introduced you yet, you will be there and we can save
some time for that.
I am glad to call the hearing to order. It is a pleasure to welcome
my colleagues and most importantly our witnesses, who are basic
to every hearing, and those of you from the public at-large who are
attending this hearing, some of whom I know are very regular
attendees at our hearings.
For more than 2 years now, our committee has heard stories
from residents and their family members about poor treatment in
nursing homes. We in this committee, whether in this forum or in
other forums, have worked to change the system. We have had a
series of hearings and forums to bring many of these issues to the
public's attention. We have secured millions of additional dollars
for the enforcement system. And in the final analysis as it deals
with nursing homes, we simply wanted to put an end to bedsores,
malnutrition and dehydration.
The obvious question at this point is whether we have been successful. Can we assure the American public and particularly nursing home residents and their families that there are better conditions? Can we ease the anxiety of those who must place their family members into nursing homes?
When it comes right down to answering that question, if we are
going to be candid, we have to say: Not really; not yet. In a sense,
think of our nursing home enforcement system as a diseased tree.
The Health Care Financing Administration has cut down dead
branches, plucked off sickly leaves; the ailing tree trunk and its
diseased roots are still intact, and anything that grows from the
(1)
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anemic base is tainted. So until we cut down the tree, we are going
to get nothing but bitter fruit.
The ailing tree trunk is the weak use of enforcement tools by
HCFA. Eighteen months ago, the General Accounting Office documented this problem, and the Clinton administration pledged to fix
it. One specific fix was that the Federal Government should cutoff
funding to States that do a bad job of inspecting their nursing
homes. Another fix was that the Federal Government should do a
better job of monitoring State inspections of nursing homes.
Who is responsible for seeing to it that the States inspect nursing
homes properly? Of course, it is the HCFA regional office administrators. And over the past year, the General Accounting Office has
told us how poorly HCFA's regional offices have performed in oversight of Medicare contractors, of Medicaid school-based programs
and of Medicare+Choice programs. Now the GAO is telling us the
regional office problem spills over into State agency evaluations.
These evaluations are inconsistent, uneven, and unfair. They do
not tell the truth about how a State survey program works or does
not work.
Today the General Accounting Office tells us that HCFA has
never terminated a contract with a State inspection agency and
that it has reduced the State inspection funding only once.
Part of the reason for these minimal sanctions is HCFA's lack of
an adequate way of knowing whether States are fulfilling their duties or not. Obviously, a punishment must fit the crime, and if the
regional offices cannot evaluate the States, HCFA cannot punish
them for failures.
Today I hope we will hear how HCFA plans to address these
problems. I hope to hear about a swift and sound plan of correction.
Like many Americans, I do not understand why the greatest Nation on the face of the Earth cannot make sure that nursing homes
are cleaned up once and for all.
Our first witness is Dr. William Scanlon, Director of the Health
Financing and Public Health Issues area of the U.S. General Accounting Office. He has directed the GAO's analysis of nursing
homes at our committee's request.
Our second witness is Steve White, chief of licensure and certification in North Carolina. He represents the Association of Health
Facility Survey Agencies in his capacity as that organization's immediate past president.
We also welcome Mr. Michael Hash, Deputy Administrator of
HCFA, who will be our final panelist. I want to thank Mr. Hash
for being here today. Members of this committee were quite disturbed in March when HCFA did not attend our hearing to hear
what citizens had to say about the inadequacies of HCFA's complaint investigation process. So we do appreciate your presence as
part of this panel and look forward to HCFA's participation in the
committee's future events.
Senator Breaux.
STATEMENT OF SENATOR JOHN BREAUX
Senator BREAUX. Thank you very much, Mr. Chairman.
I think you have adequately described what we are attempting
to do this morning and what we want to hear from GAO and from
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our State representatives, as well as from HCFA. Having HCFA,
the Government representatives, testify last is not intended to
slight the Federal agency. I remember when I was in the House
and chaired a committee back in the old days when Democrats
were in charge, I used to always ask the administrative witnesses
to come to the hearings and appear last so they could hear the testimony presented by others and have the opportunity to completely
respond. I thought that that worked very well, and I am sure it
will this morning as well.
I think that as this committee has continued to supervise the
Medicare program and look at Medicaid and how the money is
being spent, it becomes clearer and clearer to me that it is going
to be really necessary to bring about wholesale and true reform of
the Medicare program. It has just gotten so complicated, and this
is one example of why it almost becomes physically impossible to
coordinate an agency of this size and do it very well.
Medicare has 135,000 pages of regulations, about three times
more than the Internal Revenue Code, and we all know how complicated that is. So what we are finding in all of these areas, I
think, is a very large bureaucracy, which we have created, which
is attempting to do the job that Congress has said it has to do but
finding some real serious problems in being able to achieve that
goal. And I think that what we have here is an example of tlha,
and structural reform may not be what we need to do in order to
make it run more efficiently and effectively for the people whom it
is designed to serve.
I look forward to the witnesses' presentations.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you.
I will call on Senator Craig and then Senator Wyden and then
Senator Reed.
STATEMENT OF SENATOR LARRY CRAIG
Senator CRAIG. Mr. Chairman, thank you very much for holding

this hearing this morning.
It is also fun to join with the ranking member, Senator Breaux,
who is now the star of the seniors tennis circuit.
Senator BREAUX. I am just a senior.

Senator CRAIG. Just a senior. Well, I think that any time anyone
gets his name in a national newspaper for some kind of athletic
prowess, that is stardom.
Anyway, Mr. Chairman, I do want to thank you for holding this
hearing to search out what appear to be discrepancies between the
Health Care Financing Administration's regional offices and their
application of those policies.
I would also like to thank each of our witnesses for taking the
time to be before this committee this morning to testify.
Like probably everyone else, I support effective efforts to oversee
and improve the quality of care of our elderly and what they are
receiving through our nursing homes. However, I am a bit concerned about HCFA's implementation of nursing home initiatives,
particularly the evaluation of State agency performance and penalties associated with HCFA's enforcement of survey activities.
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After speaking with several folks in my home State of Idaho in
preparation for this hearing, including the executive director of the
Idaho Health Care Association which represents 78 of the 87
skilled nursing facilities, I am concerned that the survey process is
inconsistent and is being enforced differently amongst the various
HCFA regions and States. According to OSCAR data, Idaho, Oregon, and Washington, all in Region 10, are consistently worse in
terms of survey statistics than the rest of the Nation. I must tell
you, Mr. Chairman, that I do not have a trained eye, but I visit
five, six, seven, nursing homes a year in my State concerned about
quality of health care delivery, and I must tell you that what I see,
at least from a layman's point of view, appears to be quality care
being delivered.
The chief of the Bureau of Facility Standards in Idaho repeatedly
tells me that he would be glad to hold any of our facilities in Idaho
up against any facility in any other State; yet Idaho's survey numbers would suggest that Idaho's skilled nursing facilities are among
the worst in the Nation.
I understand that HCFA has several different types of surveys
in place, including the Federal monitoring survey, the comparative
survey, and the observational surveys. But if the central office does
not require consistent standards of the evaluations from region to
region or State to State, I question the credibility of these efforts.
How is HCFA able to accurately assess the State agencies' performance without good comparative data-something as simple as
the number of hours spent on any particular survey or the ratio of
State supervisors to one Federal supervisor may differ from region
to region.
Again, I would like to thank you, Mr. Chairman, and our panel
of witnesses today. I believe that consistency among the different
regions and States is critical to maintaining, or in this case to improving, our health care delivery system.
Thank you.
[The prepared statement of Senator Craig along with prepared
statements of Senator Reid and Jeffords follows:]
PREPARED STATEMENT OF SENATOR CRAIG

I'd like to thank the Chairman for holding this hearing today on the discrepancy
between the Health Care Financing Administration's
THFA's) regional offices and
their application of HCFA's policies. I would also like to thank each of the witnesses
for taking the time to appear before the committee to testify.
Like probably everyone else here, I support effective efforts to oversee and improve the quality of care our elderly are receiving in the Nation's nursing homes.
However, I am a bit concerned about HCFA's implementation of nursing home initiatives, particularly the evaluation of state agency performance and penalties associated with HCFA's enforcement of survey activities.
After speaking with several folks in my home State of Idaho, including the executive director of the Idaho Health Care Association, which represents 78 of Idaho's
87 skilled nursing facilities, I am concerned that the survey process in inconsistent
and is being enforced differently among the various HCFA Regions and States. According to OSCAR data, Idaho, Oregon and Washington (all from Region 10) are
consistently worse, in terms of survey statistics, than the rest of the nation. However, the Chef of the Bureau of Facility Standards in Idaho repeatedly says that
he would gladly hold any facility in Idaho up against any facility in any other state.
Yet, Idaho's survey numbers would suggest that Idaho's Skilled Nursig Facilities
are among the worst in the Nation.
I understand that HCFA has several different types of surveys in place, including
the Federal monitoring survey, the comparative survey, and the observational sur-
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veys. But if the central office does not require consistent standards of the evaluations from region to region or state to state, I question the credibility of these efforts. How is HCFA able to accurately assess the state agency's performance without
good comparative data? Something as simple as the number of hours spent on any
particular survey or the ratio of state surveyors to one federal surveyor may differ
from region to region.
Again I would lke to thank the Chairman and our panel of witnesses here today.
I believe that consistency among the different regions and states is crucial to maintaining, or in this case improving, our healthcare system.
Thank you.
PREPARED STATEMENT OF SENATOR HARRY REID
Good morning Mr. Chairman, members of the Committee, and guests. I am
pleased that the Committee is continuing to examine the issues surrounding the
quality of care provided to nursing home residents across the countries.
As a member of this Committee, I have participated in a number of hearings that
have highlighted the poor quality of care and other problems that exist in many
nursing homes. It is hard to forget the disturbing testimony we have heard from
the families, nurses, doctors, and nursing home aides who witnessed nursing home
abuse and neglect first-hand. An important lesson we have learned from these hearings is that there are significant weaknesses in the Federal and State programs
charged with ensuring quality of care for nursing home residents.
As part of the Administration's strategy to ensure that all nursing home residents
are treated with dignity and compassion, the Health Care Financing Administration
(HCFA) has implemented a new Federal monitoring system to oversee the state
monitoring of nursing home quality of care. I am pleased that we are taking a closer
look at the impiementatiou of this particular
bieuse
nsil- a Stat,
lance and enforcement system is crucial to ensuring the health and wel-being of
the nursing home residents in our states.
While I am pleased that HCFA is committed to improving enforcement in states
with weak inspection systems, I am concerned that HCFA is not ap plying its oversight methods consistently across all of its regions. In my home State of Nevada,
there is concern that our facilities are evaluated according to much stricter standards than nursing homes across the country. While I cannot emphasize enough the
importance of a credible and rigorous survey process, it is also important that the
survey process is fair and consistent across the country. I understand that the GAO
report addresses this issue, and I look forward to hearing from HCFA today to learn
what steps it is taking to improve this situation.
As the largest single payer of nursing home care, the Federal Government is
charged with ensuring that our oldest, most vulnerable population receives quaJity
care, and that our standards are strictly enforced. If we turn a blind eye to the senous lack of enforcement of nursing home standards in this country, we are no better
than the facilities that condone negligent and abusive practices in their nursing
homes. I hope that today's hearing will help HCFA to id~entify, some of the trouble
spots in this part of the nursing home initiative so it may continue its efforts to
ensure that nursing homes meet quality standard.
PREPARED STATEMENT OF SENATOR JEFFORDS
I applaud the Chair for convening today's hearing on another part of the story
important to our national effort to deliver quality nursing home care to frail and
the condisabled adults. The Chair's strong leadership has been critical in provi
sistent, even, and fair examination of what needs improving to actualize the promises of the 1987 Federal Nursing Home Reform Act, commonly known as OBRA '87.
The Chair is not alone in his concern for quality nursing home care delivered by
an effective regulatory system. In a recent survey conducted by Vermont's Department of Aging and Disabilities, 60 percent of Vermonters have concerns that a nursing home stay is in their future. Like all Vermonters, I want and need the State
and Federal Goverments to maximize the health, safety, welfare, and rights protections called for in State and Federal standards.
Today, we learned from the General Accounting Office, the Health Care Financing
Administration (HCFA), and the Association of State Licensing and Survey Agencies
that much needs to be done. HCFA's current data and oversight systems do not
allow the Agency a reasonable ability either to monitor or to evaluate the actions
of their own regional offices or of their contracted State agencies which conduct
thousands of inspections. While the real-life outcome of such lapses in Government
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oversight may be buried in jargon like the 'FOSS" survey, the Federal Government's
responsibility is to keep promises of quality health care which were made to the veterans of World War H and their children.
I take very seriously the responsibilities of Government to protect our citizens living in the Nation's 17,000 nursing homes. It is vitally important that Government
be able to detect and remedy poor long-term care services with highly qualified,
trained State and Federal inspectors carrying out tested national protocols.
I call upon all the witnesses at today's hearing and upon the advocates and providers who serve nursing home residents to work constructively to gather and evaluate all the data necessary to evaluate the quality of nursing home care. And it is
equally important that advocates, providers, and governmental agencies work harder to assure that the care and services provided in all long-term care facilities honor
our families, friends, and communities. We and they desire nothing less.
The CHAIRMAN. Thank you. I think you also ought to be ap-

plauded for visiting as many nursing homes as you do as well.
Senator Wyden.

STATEMENT OF SENATOR RON WYDEN
Senator WYDEN. Thank you, Mr. Chairman.
I too appreciate your holding this hearing. Back when I was director of the Gray Panthers at home in Oregon, I was the public
member on the Board of Nursing Home Examiners, and we had a
lot of these problems then. It is very clear, as the GAO reports to
us today, that the problems are getting worse.
Nursing home surveys are now a crazy quilt of inconsistent practices with respect to the number of surveyors involved and the time
that is spent on these surveys. To me, the message the GAO has
furnished the committee today is that there are no practical tools
for measuring the quality of nursing home care in this country.
That is what we have got to address, and one area that I am particularly interested in examining, Mr. Chairman-and I am very
pleased that you and Senator Breaux deal with all of these matters
on a bipartisan basis-is trying to put in place a system that allows us to devote a special focus on those facilities that are causing
the bulk of the problems.
It is very clear-and this is frankly true in any field, whether it
is law or accounting or the U.S. Congress or any other institutionthat you have a fraction of the people in the institutions that you
have to devote special attention to. I would hope that we could look
at creating what amounts to a watch list for facilities that, on an
ongoing basis, are showing that they are not complying with the
quality standards that we need. If you have a watch list so that
you can focus on the 5 percent or whatever the number is and ensure that they get the rigorous kind of treatment that is necessary
to monitor for quality care, it seems to me you send a message all
through the field that you are going to do what is necessary to promote good quality, and at the same time, you are not going to say
to the majority of facilities-and Senator Craig is absolutely right,
there are a lot of facilities that give good care; we see them in the
West-we ought to create a system that allows us to put the focus
of our resources in terms of monitoring and enforcement on those
facilities that are clearly not performing in terms of quality. I hope
that in the days ahead, we can talk in this committee about the
idea of creating a watch list so that on an ongoing basis, those facilities that are not performing get special scrutiny, and there is an
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effort to make sure that they are in compliance, and also use the
privilege to offer care with reimbursement from the Government.
So I look forward to working with the committee and to hearing
from our witnesses.
The CHAIRMAN. Thank you, Senator Wyden.
Senator Reed.
STATEMENT OF SENATOR JACK REED
Senator REED. Thank you, Mr. Chairman, and I thank you very
much for holding this hearing. I think it is very important to try
to assess the relationship between the HCFA central office and the
regional offices.
I have heard many of the same complaints that my colleagues
have heard about the unfair application of standards, the variations between States and regions, the fact that within the industry, there are certain standards applied in one place that are applied differently in other places. We all believe in standards and
the need for them, but we equally believe that these standards
should be as uniform as possible, as fair as possible, and as effective and efficient as possible.
I believe that this hearing and the gentlemen who are here with
us today can help us better understand what is going on and better
ensure that we nave uniform a-d effective standards for the nursing home industry.
I thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Reed.
Now, Senator Lincoln.
STATEMENT OF SENATOR BLANCHE L. LINCOLN
Senator LINcoLN. Thank you, Mr. Chairman, and as always, we
appreciate your leadership and Senator Breaux' leadership on this
issue.
We would like to welcome you gentlemen to our committee. I believe that today, we are building on several other hearings that
this committee has held to assess the ability of HCFA to monitor
and improve the quality of care in nursing homes as part of the
Nursing Home Initiative.
I am very interested in hearing from our witnesses about how
HCFA's central office coordinates with its regional offices in overseeing State surveys and applying penalties to States that do not
comply with Federal regulations.
I do not think that the purpose of this hearing is to point fingers
or to criticize; rather, I think my colleagues and I hope to identify
the barriers within HCFA that prevent coordination and oversight
at the regional and State levels, hopefully, encouraging the right
hand to speak to the left hand and know what each other are
doing.
We also need to know what obstacles State survey agencies face
in order to conduct surveillance and enforcement activities. The
only way we can help in solving those problems is to understand
what it is that you are faced with.
The ultimate goal of all of our efforts is to ensure that our seniors are safe and well-cared for in our skilled nursing facilities. As
Chairman Grassley said in a previous hearing on nursing home
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oversight, over 90 percent of all nursing homes are doing a fine job.
It is that 5 to 9 percent of the bad apples that we really want to
weed out, and I think that is what this hearing is about.
In closing, this is not just a HCFA problem. It is not just a State
survey agency problem. I think we all must work together to improve the present oversight system. And based on today's testimony
and questions, I think we can all make recommendations for improvement and work together to find those solutions. Our seniors
certainly deserve nothing less in this country.
Thank you, Mr. Chairman, for your leadership. We appreciate it
and look forward to the testimony.
The CHAIRMAN. And I thank so many of my colleagues for turning out for this hearing, and not just for this hearing, but most of
the time, we have very good attendance, and as Chairman, I really
appreciate that, but more importantly, I think it shows the concern
of Members of the Senate about the conditions in nursing homes
and our desire to do something about it.
I have already introduced the witnesses, so we will start with Dr.
Scanlon, then Mr. White, and then Administrator Hash, please.
STATEMENT OF WILLIAM J. SCANLON, DIRECTOR, HEALTH FINANCING AND PUBLIC HEALTH ISSUES, U.S. GENERAL ACCOUNTING OFFICE, WASHINGTON, DC
Mr. SCANLON. Thank you very much, Mr. Chairman and Members of the Committee. I am very happy to be here today to discuss
HCFA's regional offices and their ability to oversee the State agencies that the Federal Government contracts with to ensure that
nursing homes comply with Federal quality standards.
Today we are releasing a report that we prepared at your request
that evaluates HCFA's programs for the oversight of these agencies.
The hearings that this committee has had, as you indicated, Mr.
Chairman, over the past 24 months have highlighted both the disturbingly frequent instances of unacceptably poor care that many
nursing home residents receive, as well as weaknesses in the Federal and State programs to detect, correct, and prevent such care.
This attention has helped to generate a renewed commitment by
HCFA, including a broad range of about 30 initiatives that it has
undertaken, as well as actions by many States to improve their
programs to ensure that nursing homes meet quality standards.
This summer, we testified that the initial implementation of
some of HCFA's initiatives has been uneven across the country,
and successful implementation will require continued commitment
on the part of the Congress, HCFA and the States.
In the report being released today, we found that HCFA's mechanisms for assessing State agency survey performance are limited in
their scope and effectiveness are and not being applied consistently
across each of HCFA's 10 regional offices. As a result, HCFA does
not have sufficient and consistent data to evaluate State agencies
or to measure the success of its other initiatives to assure nursing
home quality.
Presently, there is a wide range in the frequency with which
States identify serious deficiencies in nursing home care, as Senator Craig has indicated. HCFA cannot be certain, however, wheth-
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er States with lower rates of deficiencies have better-quality homes
or are just failing to identify deficiencies that harm nursing home
residents.
In our view, this uncertainty results in part because HCFA
makes negligible use of independent inspections, known as comparative surveys, that could provide information on whether States
appropriately cite deficiencies. HCFA only conducted between one
and three comparative surveys per State over the last year. Nevertheless, more than two-thirds of these surveys found deficiencies
that were more serious than those found by the State surveyors
that typically had been in the home one or 2 months earlier.
Rather than making extensive use of comparative surveys, HCFA
instead conducts 90 percent of its surveys as observational surveys
in which regional office surveyors accompany and observe State
surveyors as they conduct all or a portion of a nursing home survey. Observational surveys may help HCFA- identify State agency
training needs, but several problems inhibit their ability to provide
a clear and accurate picture of State survey performance. Perhaps
most importantly, HCFA's presence during the survey may make
State surveyors more attentive to their tasks than they would be
if they were not being observed. It is a well-established fact that
individuals are very likely to improve their performance or behavior when they are aware they are being sttudied.
To assure that State agencies are fulfilling other aspects of their
quality assurance activities, HCFA relies on State-operated quality
improvement programs, largely based on self-reported performance
measures. As an oversight program, its effectiveness is limited because HCFA does not validate the information included in the
State self-assessments. As a result, HCFA has no assurances that
States identify or correct all serious problems. For example, in our
prior work, we found that some States were not promptly reviewing
complaints filed against nursing homes, but had not identified this
problem to HOFA as required by the quality improvement program.
These limitations of HCFA's oversight mechanisms are compounded by inconsistencies in how the mechanisms are applied by
the 10 regional offices. For example, the regions vary in how they
select which nursing home surveys to review and the sample of
residents in those reviews. Regions also commit differing amounts
of time to observational surveys, ranging on average from 27 to 71
hours per survey, raising questions about whether the level of effort in some regions is sufficient. Our testimony this summer also
highlighted that regions varied widely in how they monitored State
implementation of HCFA's nursing home initiatives.
You asked us, Mr. Chairman, to examine whether or not HCFA's
organizational structure may play a role in this inconsistency
across regions, and your staff has prepared a chart of HCFA's organizational structure, on my left. I would note that HCFA relies on
its 122 surveyors in the 10 regional offices to carry out the oversight responsibilities that I have been discussing. While HCFA's
Center for Medicaid and State Operations is the central office division responsible for developing guidance to the regions and the
States, the regional office staff is responsible for nursing home
oversight, and they are not directly accountable to the Center.
Rather, they report to a regional administrator who, through the
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four consortia of regions, reports directly to the HCFA Administrator.
Setting appropriate priorities, providing guidance on policies, and
assuring effective implementation involves extensive coordination
and cooperation between the Center and the regions. Such an arrangement can work, but it relies on there being excellent coordination and cooperation between the Center and each region as well
as a commonality of purpose. When disagreements arise that cannot be settled informally, they can only be resolved at the level of
the HCFA Administrator.
Apart from the issues related to whether HCFA identifies inadequate State agency performance is the question of what HCFA can
do to correct poor performance. HCFA currently does not have an
adequate array of effective remedies or sanctions to ensure correction. Generally, HCFA provides training to surveyors or survey
teams, or requires that States submit a plan of correction. If these
remedies fail, HCFA has two sanctions available-reducing a
State's survey and certification funding, or terminating its survey
contract. Because of the extreme nature of both, it would be rare
to invoke either. Indeed, HCFA has only reduced State funding on
one occasion and has never terminated a State contract. Furthermore, HCFA's current oversight structure does not effectively provide the evidence on State performance that the agency would need
to justify applying such sanctions.
Let me conclude by noting that in our view, assuring that the
State survey agencies are fulfilling their responsibilities is essential if the efforts that this Committee has triggered to eliminate the
too frequent instances of poor nursing home care are to succeed.
Measuring State agency performance is a key first step in knowing
where to concentrate assistance and influence to improve performance. Significantly increasing the use of comparative surveys would
help to provide the information needed to direct such efforts.
Consistency among the regions in the oversight of State agencies
is important in order to further facilitate the targeting of efforts to
improve performance. Consistency among the regions is also essential, as we discussed in June, for the implementation of the full
array of initiatives that HCFA has undertaken. The promise of
those initiatives will not be realized if they are not fully deployed
in all States.
Finally, while recognizing the difficulty of the task, we would encourage HCFA to continue to work to develop additional remedies
or sanctions for State agencies whose performance is not adequate
to protect their residents from poor nursing home care.
Mr. Chairman, this concludes my statement. I would be happy
to answer any questions that you or members of the Committee
may have.
The CHAnMN. Thank you very much.
[The prepared statement of Mr. Scanlon follows:]
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,Nlr. Chairman and Members of the Committee:
We appreciate the opportunity to participate in the Committee's hearing focusing on
HCFA's regional offices and their ability to oversee state agencies they contract with to
ensure that nursing homes comply with federal quality standards. Today, I will discuss
our study of HCFA's implementation of two of its nursing home initiatives: one
requiring enhanced federal review of state agencies' survey process. and the other
addressing remedies and sanctions to be applied when inadequate state performance is
identified.
The 1.6 million elderly and disabled residents of the nation's more than 17,000 nursing
homes are among the sickest and most vulnerable populations in the nation, often needing
extensive assistance with basic activities of daily living such as dressing, grooming,
feeding, and using the bathroom. In 1999, these nursing homes are expected to receive
nearly $39 billion in federal payments from the Medicare and Medicaid programs. To
help ensure that they provide proper care to their residents, state agencies, under contract
with the federal government, perform detailed inspections at each of the homes. The
purpose of these state agency surveys is to ensure that nursing homes comply with federal
quality standards and that inadequate resident care is identified and conrected. HCFA, in
turn, is statutorily required to make sure that each state agency has an effective survey
process in place.
The series of hearings this Committee has held over the past 15 months has highlighted
both the disturbingly high frequency of unacceptably poor care that many nursing home
residents receive as well as weaknesses in federal and state programs charged with
ensuring quality care. This has helped to generate a renewed commitment by HCFA and
many states to improve their programs to ensure that nursing homes meet quality
standards, including a broad range of about 30 initiatives that HCFA has undertaken to
strengthen federal standards, oversight, and enforcement for nursing homes. In reports
issued at the Committee's request since July 1998, we have documented the severity of
care problems nationwide and inadequacies in the survey and enforcement process that
too often leave these problems unidentified or uncorrected, and have made
recommendations to strengthen HCFA's oversight of nursing homes.' This summer, we
testified that the initial implementation of some of HCFA's initiatives has been uneven
among the states and will require continued commitment by the Congress, HCFA, and
2
the states.
The focus of today's hearing is HCFA regional offices' oversight of state agencies that
perform the surveys of nursing homes, addressing issues fundamental to ensuring that
homes meet federal care standards protecting residents and that the states adhere to the
new, stronger federal policies resulting from HCFA's nursing home initiatives. The
IA list of related GAO products is at the end of this statement.
2

Nursine Homes: HCFA Initiatives to Improve Care Are Under Way but Will Require
Continued Commitment (GAO/T-HEHS-99-155, June 30, 1999).
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information we are presenting here discusses HCFA's progress in implementing two
important initiatives to improve its state oversight. In a report we are releasing today. we
provide more detailed information.3
In brief. we found that HCFA's mechanisms for assessing state agency survey
performance are limited in their scope and effectiveness and are not being applied
consistently across each of HCFA's 10 regional offices. As a result. HCFA does not
have sufficient, consistent, and reliable data to evaluate state agencies or to measure the
success of its other nursing home initiatives. Given the wide range in the frequencies
with which states identify serious deficiencies, HCFA cannot be certain whether states
with lower rates of deficiencies have better quality homes or are failing to identify
deficiencies that harm nursing home residents.
This uncertainty results, in part, because HCFA makes negligible use of independent
inspections. known as comparative surveys, that could surface information about whether
states appropriately cite deficiencies. Generally, only one to two comparative surveys per
state were conducted in the more than 17,000 nursing homes over the last year.
Nevertheless, two-thirds of these surveys found deficiencies that were more serious than
those found by state surveyors during their reviews conducted typically I or 2 months
earlier. About 90 percent of the inspections HCFA conducts nationwide are, instead,
observational surveys. These surveys, in which HCFA surveyors accompany state survey
teams, are useful in helping HCFA to provide training to state surveyors, but are limited
as a method for evaluating state agencies' performance. HCFA's presence during these
surveys is likely to make state surveyors more attentive to their survey tasks than they
would be if they were not being observed-the Hawthorne effect. Beyond these surveys,
on sasses' selfHCFA also relies on a quality improvement program that isqIrg- y hb
reported performance measures, which do not accurately or completely reflect problems
in the state's performance.
These limitations in HCFA's oversight methods are compounded by inconsistencies in
how the methods are applied by its regions. For example, the regions vary in how they
select nursing home surveys to review and how they choose samples of residents to
review. Regions also commit differing amounts of time to conduct observational
surveys, ranging on average from 27 to 71 hours, which raises questions about whether
the level of effort some regions dedicate to observational surveys is sufficient to
thoroughly review state surveyors' performance.
Furthermore, for state agencies whose performance has been found inadequate, HCFA
has not developed a sufficient array of alternatives to encourage agencies to correct
serious deficiencies in their processes. Our report includes several recommendations to
assist the HCFA Administrator in improving the rigor, consistency, and effectiveness of
HCFA's programs to oversee state agencies responsible for certifying that nursing homes
meet federal standards for participation in Medicare and Medicaid.
3

See Nursing Home Care: Enhanced HCFA Oversisht of State Programs Would Better
Ensure Quality (GAO/HEHS4-0-6, Nov. 4, 1999).
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BACKGROUND
On the basis of statutory requirements, HCFA defines standards that nursing homes must
meet to participate in the Medicare and Medicaid programs and contracts with states to
certify that homes meet these standards through annual inspections and other types of
reviews. including complaint investigations. The annual inspection, which must be
conducted no less than every 15 months at each home, entails a team of state surveyors
spending several days on-site conducting a broad review to determine whether care and
services meet the assessed needs of residents. HCFA has established specific protocols
for state surveyors to use in conducting these comprehensive reviews.
HCFA is statutorily required to establish an oversight program for evaluating the
adequacy and effectiveness of each state's nursing home survey process, relying on its
122 surveyors in 10 regional offices to carry out these oversight responsibilities. While
HCFA's Center for Medicaid and State Operations is the central HCFA division
responsible for developing guidance to states embodying national polices related to
nursing home oversight and enforcement, the regional officials who oversee the state
survey agencies are not formally subordinated to this Center. Rather, they report to a
Regional Administrator. The 10 regions are further organized into 4 regional consortia,
and both the regional consortia heads and the Director of the Center for Medicaid and
State Operations report directly to HCFA's Administrator.4 In addition to developing
overall policy guidance, the Center's staff carry out their day-to-day role of coordinating
regional office oversight of the states through numerous less formal interactions with
regional officials, including meetings and conference calls between managers and staff
from the Center and the regions. If a disagreement between the Center and a regional
office cannot be informally settled at a lower level, it can only be resolved at the level of
the HCFA Administrator.
The Omnibus Budget Reconciliation Act of 1987 requires HCFA's surveyors to conduct
federal monitoring surveys in at least 5 percent of the nursing homes in each state each
year within 2 months of the state's completion of its survey. HCFA uses a mix of two
types of on-site reviews to fulfill this 5-percent mandate: (I) comparative surveys, in
which a team of federal surveyors conducts a complete, independent survey of a nursing
home after the state has finished its survey and compares the state's survey results with
its own, and (2) observational surveys, in which federal surveyors accompany and
observe the state surveyors as they perform a variety of survey tasks, give state surveyors
verbal feedback, and later provide a written rating of the state surveyors' performance to
state managers. HCFA introduced revisions in its federal monitoring program in October
1998 that require a minimum of I to 3 comparative surveys in each state each year and
that also developed a standard set of procedures all regions are expected to follow in
'The regional consortia play an important role in administering HCFA policies in other
HCFA functions, such as oversight of the Peer Review Organization program and
Medicare+Choice plans. In these areas, most functions have been consolidated into one
of the two or three regional offices in the consortium. However, each of the 10 regional
offices carries out the full range of functions relating to oversight of state agencies'
implementation of HCFA's guidance relating to nursing homes.
3
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conducting an observational survey. In addition to the comparative and observational
surveys, HCFA has other sources of information available for evaluating state agency
performance, including a quality improvement program that requires state agencies to
establish performance measures and develop action plans addressing deficiencies in the
state's survey process.
If HCFA determines that a state agency's survey performance is inadequate, it can
impose appropriate remedies or sanctions against the state agency. Among several
remedies and sanctions HCFA can use currently are requiring the state to submit a written
plan of correction explaining how it plans to eliminate the identified deficiencies.
reducing federal funds for state survey and certification activities, and ultimately.
terminating HCFA's contract with the state.
To assess HCFA's oversight activities, we obtained data about federal monitoring
surveys and other oversight efforts from HCFA and each of its 10 regions, interviewed
officials at HCFA headquarters and 3 of its regions, and met with state surveyors from
four states (Florida, Missouri, Tennessee, and Washington).
HCFA MAKES NEGLIGIBLE USE OF COMPARATIVE SURVEYS TO ASSESS
STATE AGENCIES' PERFORMANCE
An effective HCFA program for assessing state agencies' performance in certifying that
nursing homes meet federal standards for quality care is especially important given
concerns that some state agencies miss serious care problems. Our work in California
found that surveyors missed some problems that affect the health and safety of residents.
In addition. HCFA data show significant variations in the extent to which Csatesurv.eyrns
identify serious deficiencies. For example, state survey agencies in Washington, Idaho,
North Dakota, and Kansas identified serious deficiencies resulting in harm to residents in
more than half their surveys-more than 4 times the rate of serious deficiencies found by
survey agencies in Maine, Colorado, Tennessee, and Oklahoma. With such a range,
HCFA needs to know to what extent such data accurately portray the quality of care
provided or the adequacy of state performance in the survey process.
However, HCFA makes negligible use of comparative surveys-independent re-surveys
of homes-which are its most effective technique for determining whether state surveyors
miss deficiencies. HCFA requires that only I or 2 of these surveys be completed each
year in most of the states. Yet, more than two-thirds of the 64 comparative surveys
HCFA conducted between October 1998 and August 1999 identified more serious
deficiencies than the state identified.
For example, in one of its comparative surveys, surveyors from HCFA's Kansas City
region found 24 deficiencies in a Missouri nursing home that state surveyors did not
identify during their survey conducted about 6 weeks earlier. One of these deficiencies
identified six residents whose nutritional status was not being adequately assessed by the
nursing home, resulting in significant weight loss in several cases. One resident lost 19
percent of his weight between June and October 1998. His weight at the time of HCFA's
GAOTr-HEHS4I0-27
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survey was 93 pounds. which HCFA indicated was significantly below the resident's
minimally acceptable body weight of 108 pounds. Fewer than 4 months after his
admission to the nursing home. this resident also had developed two moderately severe
pressure sores, which the home was inappropriately treating with a cream the
manufacturer stated was not intended to heal pressure sores but rather to prevent irritation
to the skin. According to HCFA surveyors, these deficiencies affecting multiple residents
should have been evident at the time of the state's survey, but the state surveyors did not
cite them.
Because of the time that typically elapses between a state's survey and HCFA's
comparative survey, HCFA often cannot be certain whether HCFA-identified deficiencies
are the result of poor state agency performance, such as state surveyors' failure to
identify deficiencies, or to changed conditions in the nursing home following the state
survey. Typically, these surveys occur I month after the state completes its survey but
sometimes occur as much as 2 months later. In August 1999. HCFA instructed its
regions to start comparative surveys within 2 to 4 weeks.after the state's survey, but even
this delay could result in problems comparing results. State and federal surveyors told us
that comparative surveys are more effective and reliable in assessing state performance if
they start immediately after the state has completed its survey, even as soon as the day
after the state's exit from the home.
Rather than making more extensive use of comparative surveys, HCFA instead conducts
90 percent of its surveys as "observational" surveys, in which its regional surveyors
accompany and observe state surveyors as they conduct all or a portion of their survey.
These observational surveys may help HCFA to identify state agency training needs, but
several problems inhibit their ability to give a clear and accurate picture of a state's
survey capability. Perhaps most importantly, HCFA's presence may make state
surveyors more attentive to their survey tasks than they would be if they were not being
observed. This is an example of the Hawthorse effect, in which individuals tend to
improve their performance when they are aware they are being studied. As a result,
observational surveys do not necessarily provide a valid assessment of typical state
surveyor performance.
Another HCFA oversight mechanism, which predates HCFA's recent nursing home
initiatives, also has significant shortcomings. Under the State Agency Quality
Improvement Program, each state does a yearly self-assessment and informs HCFA as to
whether it is in compliance with seven survey requirements, such as investigating
complaints effectively. As an oversight program, its effectiveness is limited because
HCFA does not validate the information included in the states' self-assessment as was
required under this program's predecessor, and thus has no assurance that the states
surface all serious problems or that they correct all the problems they have identified.
For instance, in our prior work we found that some states were not promptly reviewing
complaints filed against nursing homes, yet they had not identified this problem to HCFA
as pan of their quality improvement program.5 In addition, HCFA has no policy
regarding consequences for states that do not provide accurate information through this
5

GAO/HEHS-99-80, Mar. 22,1999.
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program. Furthermore. although the program also addresses some state agency
performance standards that must be reviewed by HCFA's staff. these standards do not
include some important aspects of a state agency's performance, such as determining
whether the timing of a state agency's surveys can be predicted by the nursing homes.
HCFA REGIONS ARE INCONSISTENT IN HOW THEY CONDUCT OVERSIGHT
ACTIVITIES
In addition to these weaknesses in its oversight mechanisms. HCFA regions are uneven in
the way they implement them. resulting in limited assurance that states are being held
equally accountable to federal standards, including the recent initiatives. Although
HCFA established the current federal monitoring surveys to develop a uniform national
approach for regions to follow, the regions use different methods for selecting surveys to
review and for conducting reviews. Examples follow:
* Some regions comply with HCFA guidance on comparative surveys by selecting
homes with no established pattern of deficiencies, while other regions focus on homes
that the state has already identified as having serious deficiencies. By doing the
latter, HCFA is unlikely to identify situations in which state surveyors underreport
serious deficiencies. Furthermore, HCFA's broad guidance for selecting
observational surveys does not ensure that its reviews assess as many state surveyors
as possible to maximize the training effect.
* In conducting comparative surveys, the regions vary in how they select resident
samples, with some regions selecting a sample that includes some overlap with the
state's sample and other regions making no attempt to do so.
* The regions also, on average, spend very different amounts of time to conduct an
observational survey. While the average time spent on these surveys is 52 hours, the
regions range from an average of 27 hours to 71 hours to conduct these surveys, thus
raising questions about the level of effort some regions devote to gauging state
performance. Table I provides additional detail on the variation in regional resources
available and in the time spent to complete observational surveys.

6

6GAOa-HEHSX0-27

18
Table 1: Variation in Resources Available and in Time to Comolete Observational
Surveys
Region

Boston
New York
Philadelphia
Atlanta
Chicago
Dallas
Kansas City
Denver
SanFrancisco
Seattle
Nationwide

Ratio of stateto
federal surveyor

Ratio of observational
surveys
required in
1999 to federal

Average
no. of ourn per
observational survey
(OCL1998- July 1999)

______________
__________surveyors
_
4 to I
5 to
33 to I
7to1
16to I
6to 1

33to 1
31lto I
60to I
30 tOI
Ito 1
27 to 1
16 to I
28to I

*

27
31
49
61
71
38

7 to I
to
lo 1
6 to I
4 to
8to I
3to I
7 to I

51
59
54
52
32

In addition. HCFA regional officials make different use of the State Agency Quality
Improvement Program for overseeing state agency performance. Some regions
supplement information provided by the states through the quality improvement program
by extensively analyzing available survey performance data, while other regions do not
believe there is a need to use these supplemental data to assess state survey performance.
For example, HCFA's Atlanta region recently started a program to conduct in-depth
analyses of each state agency in its region using available survey data. Through these
analyses, the region determined that the annual state surveys of nursing homes in four of
its eight states are highly predictable, contrary to HCFA policy. It also found that in four
of the six states where it has completed reviews, more than half of the time state
surveyors did not conduct revisits of nursing homes, to determine whether identified
deficiencies had been corrected, within the 55 days recommended by HCFA.
In testimony before your Committee this summer, we also noted that the HCFA regions
do not consistently monitor state implementation of new, stronger policies resulting from
HCFA's nursing home initiatives. When we asked the regional offices how they were
monitoring states' implementation of these initiatives, their responses ranged from no
monitoring of most of the implemented initiatives to requiring states to submit special
monthly reports on how they were implementing several of the initiatives. These uneven
monitoring practices, combined with the limitations we found in HCFA's more
formalized monitoring approaches, result in HCFA not being sufficiently informed about
what the states are doing to implement these initiatives.
HCFA'S OPTIONS FOR ADDRESSING POORLY PERFORMING STATE

AGENCIES ARE INADEQUATE
Even if HCFA identifies inadequate state agency performance, it currently does not have
an adequate array of effective remedies or sanctions to ensure corrections. Most
commonly, HCFA provides training to surveyors or survey teams. HCFA may also
7
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require the state to submit a plan of correction. provide technical assistance, and assume
responsibility for developing the state's survey schedule. If these remedies fail. HCFA
has two sanctions available that it may then apply--reducing a state's survey and
certification funding or terminating its survey contract. Because of the extreme nature of
these sanctions. HCFA has only once reduced state funding and has never terminated a
state's contract.
To support reducing the state's survey and certification funding, HCFA requires evidence
showing a pattern of inadequate state performance, which its current oversight structure
does not effectively provide. In essence, HCFA must show that a state agency
demonstrates a pattern of failing to identify serious deficiencies. However, because
HCFA conducts so few comparative surveys, and observational surveys are not intended
to identify all missed deficiencies, it is not currently possible for HCFA to establish that a
state consistently fails to identify serious deficiencies.
As part of its nursing home initiatives, HCFA established a task force in late 1998 to
expand and clarify the definition of inadequate state survey performance and to suggest
additional remedies and sanctions for state agencies that perform poorly. The task force
has preliminarily proposed two additional sanctions for HCFA's use: (I) placing a state
agency on notice that it is not in compliance with its Medicaid plan regarding nursing
home survey performance and (2) requiring HCFA officials to meet with the governor
and other high-level state officials. Although HCFA refers to these two proposed actions
as sanctions, they are not as severe as what are normally thought of as sanctions and may
not be forceful enough to compel a state to improve its performance. Regarding placing
the state agency on notice, we were told that it means that HCFA expects its regions to
y
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their state Medicaid plans. Furthermore, although the proposed sanction requiring HCFA
officials to meet with the governor or other state officials can raise problems to a higher
level in state government and possibly secure greater state support to improve
performance, it is not clear what effect this sanction would have in compelling a state
agency to improve its performance. HCFA intends to have these two new sanctions in
place by the end of 1999. HCFA also plans to issue additional state survey agency
performance standards and measures, and indicated that over the next 18 months, it will
determine whether the expanded remedies and sanctions have been effective in
improving state agency performance. At that time, HCFA will determine whether
additional remedies or sanctions should be developed.
HCFA SHOULD STRENGTHEN ITS OVERSIGHT OF STATE PROGRAMS
HCFA has taken many positive steps-including 30 wide-ranging initiatives--that
demonstrate its commitment to improving the quality of care that nursing home residents
receive. These steps include a major effort to enhance its oversight of state agencies, but
the limited scope and rigor of its various state performance monitoring mechanisms, and
their uneven application across the regions, do not give HCFA a systematic, consistent
means of assessing state survey performance. Specifically, the negligible use of
comparative surveys, combined with delays in starting them, does not provide HCFA
with sufficient evidence to determine whether states are appropriately assessing nursing
a
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homes' compliance with federal standards. Furthermore, inconsistencies among the
regional offices in their oversight of state agency performance hamper HCFA's ability to
ensure that all state agencies are being held equally accountable for their performance.
Even though HCFA is strengthening its oversight mechanisms to be able to establish a
pattern of unacceptable state survey performance, it has not developed effective
alternatives for ensuring that states meet federal standards.
Our report issued today contains several specific recommendations to HCFA to
strengthen its oversight of state survey agencies' activities. These recommendations are
intended to help HCFA ensure that states meet federal standards for certifying that
nursing homes provide adequate care and consistently implement the more stringent
standards required by HCFA's recent initiatives. Our recommendations include that the
HCFA Administrator

* Improve the scope and rigor of HCFA's oversight process by increasing the use of
comparative surveys and ensuring that they are initiated more promptly after states'
surveys.

* Improve the consistency of HCFA oversight across regional offices by
standardizing procedures for selecting and conducting federal monitoring surveys.

* Further explore the feasibility ofappropriate alternative remedies or sanctions
for those states that prove unable or unwilling to meet HCFA's performance
standards.
In reviewing a draft of our report, HCFA reaffirmed that enhanced oversight of state
programs is critical to improving the quality of care in nursing homes and generally
agreed with our recommendations. Although HCFA indicated that it needs to further
evaluate the appropriate course of action, it is clear that HCFA's continued efforts and
initiatives, in concert with the Committee's ongoing oversight, have the potential to make
a decided difference in the quality of care for the nation's nursing home residents.

Mr. Chairman, this concludes my statement. I will be happy to answer any questions that
you or other Members of the Committee may have.
GAO CONTACT AND ACKNOWLEDGMENTS
For further contacts regarding this testimony, please call William J. Scanlon or Kathryn
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B-281759
November 4, 1999
The Honorable Charles E. Grassley
Chairman
The Honorable John B. Breaux
Ranking Minority Member
Special Committee on Aging
United States Senate
The federal government and the states are jointly responsible for ensuring
that the nation's more than 17,000 nursing homes provide adequate care to
their highly vulnerable 1.6 million elderly and disabled residents. The
Health Care Financing Administration (HcPA),within the Department of
Health and Human Services, is responsible for ensuring that each state
establishes and maintains a survey capability that effectively identifies and
resolves problems in nursing homes that receive Medicare or Medicaid
payments. Under contract with HcFA,state agencies conduct surveys at
nursing homes to ensure that the homes provide quality care to residents.
On the basis of their surveys, these agencies certify to the federal
government that each home is in compliance with federal nursing home
standards, which enables the home to receive federal payments. Federal
payments to these nursing homes under the Medicare and Medicaid
programs are expected to total $39 billion in 1999.
In previous reports to you, we found that residents received an
unacceptably poor quality of care in some nursing homes and that the
federal and state programs designed to identify and correct these
problems had significant weaknesses. For example, we reported that
. nearly a third of the 1,370 homes in California had been cited for care
violations classified as serious under federal or state deficiency
categories;'
* one-fourth of the nation's nursing homes had serious deficiencies that
caused actual harm to residents or that placed them at risk of death or
senous injury and that 40 percent of these homes had repeated serious
2
deficiencies;
serious complaints alleglng that nursing home residents are being harmed
can remain uninvestigated for weeks or months, prolonging situations in
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which residents may be subject to abuse, neglect resulting in serous care
problems like malnutrition and dehydration, preventable accidents, and
medication errors3 and
when serious deficiencies are identified, federal and state enforcement
policies have not been effective in ensuring that the deficiencies are
corrected and remain corrected'
In response to these problems and our recommendations, HCFAhas
developed about 30 initiatives to strengthen federal standards, oversight,
and enforcement for nursing homes.' One of these initiatives is to enhance
federal oversight of the state survey agencies to help ensure that the states
are adequately protecting the health and safety of nursing home residents
When it is determined that a state agency is rot adequately performing Its
survey responsibilities, HCFA
has indicated It would develop appropriate
sanctions to penalize the state agency, including terminating its contract.
HCr&'Sinitiatives are fundamental to its ability to hold states accountable
for reliably and consistently performing their contractual responsibilities
for certifying that nursing homes meet Medicare and Medicaid standards
and provide quality care for nursing home residents.
Because an effective oversight program is critical to HcFA's ability to gauge
the states success in implementing HCFA'smany initiatives, you asked us
to evaluate HCFA'S
oversight programs ofstate agencies nuring home
survey process. Specifically, we assessed (1) the effectiveness of HCFA'S
approaches to assessing state agency performance, (2) the extent to which
HcFA's regional offices vary in their application of these approaches, and
(3) the corrective actions available to HCFA
when it identifies poor state
agency performance. To do this work, we contacted HCFA's 10 regional
offices to obtain data about each region's oversight programs from 1996 to
the present, interviewed officials at HCFA's headquarters in Baltimore as
wen as federal surveyors and their managers in HCFA'sregional offices;
interviewed HCFAofficials from the Atlanta, Kansas City, and Seattle
regions and met with state surveyors and their managers in four states
from these three regions-Flonida, Missouri, Tennessee, and Washington;
and reviewed data provided by HCPAand its regional offices regarding the
number and types of oversight reviews conducted during the past 3 years.
We conducted our work between March and September 1999 In
accordance with generally accepted government auditing standards.
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Results in Brief

Since last year, HCFA
has undertaken a series of initiatives intended to
address quality problems facing the nation's nursing home residents,
including redesigning its program for overseeing state agencies that survey
nursing homes to ensure quality care. The objective of HCFA'5
oversight
program is to evaluate the adequacy of each state agency's performance in
ensuring quality care in nursing homes, but the mechanisms it has created
to do so are limited in their scope and effectiveness. In addition, HCFA's
oversight mechanisms are not applied consistently across each of its 10
regional offices. As a result, HCFA
does not have sufficient, consistent, and
reliable data to evaluate the effectiveness of state agency performance or
the success of its recent initiatives to improve nursing home care. Given
the wide range in the frequencies with which states identify serious
deficiencies, HcFA
cannot be certain whether some states are falling to
identify serious deficiencies that harm nursing home residents.
Furthermore, HcFAdoes not have an adequate array of effective sanctions
to encourage a state agency to correct serious or widespread problems
with its survey process.
HCFA's
primary mechanism to monitor state survey performance stems
from its statutory requirement to survey annually at least 5 percent of the
nation's 17,000 nursing homes that states have certified as eligible for
Medicare or Medicaid funds.' But HCFA's
approach to these federal
monitoring surveys does not produce sufficient information to assess the
adequacy ofstate agency performance. To fulfill its 5 percent monitoring
mandate, HcOAmakes negligible use of its most effective technique-an
independent survey done by -crAsurveyors following completion of a
state's survey-for assessing state agencies' abilities to identify serious
deficiencies in nursing homes. For the vast majority of states, HCFA
requires only one or two of these comparative surveys per state, per year.
Yet, in the 64 comparative surveys conducted from October 1998 to
August 1999, HCFA
found deficiencies that were more serious than those
the state found in about two-thirds of the surveys, which suggest that
some state surveyors miss some serious deficiencies But because of
elapsed time between the federal and state surveys, HcrAcannot ten
wheheir ihe differences between is survey resuits and those of ihe state
are attributable to poor state performance, such as underreporting by state
surveyors, or to conditions in the nursing home that changed since the
state survey. Rather than making extensive use of comparative surveys,
HCFA
focuses 90 percent of its own survey efforts on observational
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surveys," in which it relies on its regional surveyors to observe state
surveyors as they conduct at least a portion of their surveys While this
approach is useful in many respects, including identifying training needs
for state surveyors, it also has a serious limitation as a way to evaluate
state performance. HCFA'spresence may make state surveyors more
attentive to their survey tasks than when they are not being observed (the
Hawthorne effect); therefore, this approach does not necessarily provide a
valid assessment of typical performance.
A second HCFAoversight mechanism also has significant shortcomings.
About 3 years ago, HCFAimplemented the State Agency Quality
Improvement Program (siA), a program under which the state agency
does a self-assessment to inform HCrA,at least once a year, whether the
state is in compliance with seven standard requirements For instance, all
states are expected to evaluate their surveyors' ability to correctly
document deficiencies in nursing homes and to conduct complaint
investigations effectively. sP is limited as an oversight program,
however, because HCFA(1) does not independently validate the
information that the states provide, so it is uncertain whether all serious
problems are identified or whether identified problems are being
corrected, and (2) has no policy regarding consequences for states that do
not comply. For example, in our prior work, we found that some states
were not promptly reviewing complaints filed against nursing homes and
that these slates had not identified this problem in their ssaP reports to
HcAr7 SAQIP
also includes four indicators of state performance that Hmca,
rather than the slates, assesses. aSiA specifies, for example, that HcFAwill
determine whether states conduct nursing home surveys within specific
time frames and enter the survey results into HCFA'sdatabase. However,
the four indicators do not address some important aspects of a state
agency's perfonmance, such as the predictability of the timing of state
surveys
In addition to these weaknesses in its oversight programs, HCFAregions are
uneven in the way they implement them, resulting in limited assurance
-that states are being held equally accountable to federal standards,
including the recent initiatives. Although mc7Aestablished the current
federal monitoring surveys to develop a uniform national approach for
regions to follow in conducting federal oversight surveys, the regions use
different methods for selecting oversight reviews and conducting them
Some regions, for instance, comply with HcFAguidance to select homes
with no established pattern ofdeficiencies, while other regions focus on
'GaOMsEH%80, M.. 22, 19s.
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homes that the state has already identified as having serious deficiencies.
Regions that take the latter approach are unlikely to identify situations in
which state surveyors underreport serious deficiencies. The regions also,
on average, spend very different amounts of time on observational
surveys. While the average time spent on these surveys is 52 hours, the
regions range from about 27 hours to about 71 hours to complete these
surveys, thus raising questions about the level of effort some regions
devote to gauging state performance. In addition, HCFA
regional officials
have varying views about sAsp's effectiveness as an oversight program. As
a result, some regions supplement sAQgP
Information by extensively
analyzing available survey performance data, while other regions do not
believe there is a need to use these supplemental data to assess state
survey performance.
Even if HCFAIdentifies inadequate state agency performance, It currently
does not have a sufficient anray of effective remedies or sanctions at its
disposal to ensure adequate state performance. When HcrAIdentifies poor
state agency survey performance, it can employ one or more of several
remedies, such as requiring the state to submtt a plan of correction or
providing special training to the state surveyors. If these remedies do not
bring te stare agency into compuance with survey standards, HCFA
has
two sanctions available-reducing a state's survey and certification
funding or terminating the agency's survey contract Because of the
extreme nature of these sanctions, Hca has only once reduced state
funding and has never terminated a state agency's contract. Although HnoA
is considering additional sanctions, on the basis of our review of them, we
believe that their potential to compel a state to Improve Its performance is
doubtMA
To assist "A in effectively overseeing state agencies and achieving the
goals of its broader initiatives, we are recommending that HCFaImprove
the scope and rigor of its state oversight mechanisms, improve the
consistency of Its oversight across its regions, and further explore the
feasibility of additional remedies and sanctions for states that prove
^orunable
a.
to meeRae aspeetonrOnce siandards.
HCFA
is required by statute to establish an oversight program for evaluating
the adequacy and effectiveness of each stale's nursing home survey
process.' If HcFAdetermines that a state agency's survey performance is

Inadequate, it is authorized to impose appropriate remedies or sanctions
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against the state agency. Among HCFA'sremedies and sanctions are
requiring the state to submit a written plan of correction explaining how it
plans to eliminate the identified deficiencies; reducing federal funds for
state survey and certification activities; and, ultimately, terminating H(ac's
surveyors in its 10 regional offices carry out
contract with the state. HCFA
the oversight of state agenies
Every nursing home that receives Medicare or Medicaid funding must
undergo a standard survey conducted by the state agency no less than
every 15 months. This survey entails a team of state surveyors spending
care and
several days on-site conducting a broad review of whether the
9
services delivered meet the assessed needs of the residents. The Omnibus
Budget Reconciliation Act of 1987 (oBRAs7) requires HCFAsurveyors to
conduct federal oversight surveys in at least 5 percent of the nursing
homes in each
state each year within 2 months of the state's completion of
0
Its survey.' The following table shows the number of nursing homes per
HatA region, the number of federal monitoring surveys each region in
required to conduct in fiscal year 1999, and the number of federal
surveyors who conduct nursing home monitoring surveys as of
August 1999.
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HCFA'srecent

initiatives relating to assessing state agency performance are
the latest in a series of approaches HaoAhas used since oesA 8r was
enacted Until 1992, HCYA
conducted only comparative swrveys, in which
federal surveyors performed an Independent survey of a home and
compared their results with the states. Since 1992, HcFA
has used a mix of
comparative and different variations of observational surveys. For
instance, from 1992 until July 1995, the regions used surveys in which they
directiy observed individual state surveyors as they performed a survey,
but did not communicate with them until the last day of the survey.
Starting in I995, HCFAregional surveyonr observed the state surveyors and
actively communicated with them during the suvey. Under Utis approach,
federal surveyors provided on-the-spot training to the state surveyors.
Starting n July 1996, HCFAallowed the regions to develop variations of this
approach, and by 1998, multiple regional variations existed. Among these
were partial observational surveys that focused on only parts of the
survey, and participatory surveys in which federal surveyors became
members of the state agency teams.
As part of its broader nursing home initiatives, in October 1998 HCYA
introduced its current program of overseeing state swuvey agency
pexiromance, referred to as te federal monnormg survey. mrs program
modified HClA's prior oversight prograams and has two componenms The
first component is a comparative survey, in which a team of federal
surveyors conducts a complete, Independent srrvey of a nursing boome
after the state has completed its survey, and then compares the results
with the state's" The second component, which is HcPA'sprimary
monitoring technique, is an observational survey, in which generally one
or two federal surveyors accomPany state surveyors to a nursing home
either as part of the home's annual standard survey or as part of a revisit
or a complaint invweslgaionu During these observational surveys, federal
srrveyors watch the state surveyors perform a variety of tasks, give the
surveyors verbal feedback, and later provide a written rating of the state
surveyors performance to state manager Basicaly, the current
observational surveys represent an extension of the several types of
ob
=
.01so0
tGZOHC.' rgoAA SaIbeuse
o.e. ur pII V Ou
years. However, unrlike earlier observational surveys, the revised surveys
are intended to have a national standard protocol, a national focal point
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for collecting data about the surveys, and a single national database for
tracking survey results.
In addition to the formal review activities required under the federal
monitoring surveys, HCFA
has other sources of information available for
evaluating state agency performance. One such source, SAQip,initiated in
1996, requires states, in partnership and collaboration with HCFA,to
develop and implement quality improvement action plans to address
deficiencies in the state's survey process that either the state or HCFAhas
identified. In addition to SAQtP,a few regions also use information from
HCFA'Sdatabase on survey results to assess state performance in areas
such as timeliness of providing information to nusing homes regarding
identified deficiencies and the timeliness of enforcement actions.

Limitations Hinder
HCFA Oversight
Programs'
Effectiveness in
Assessing State
Survey Performance

HCFA'Scurrent strategy for assessing state agency survey performance has
limitations that prevent HCFAfrom developing accurate and reliable
assessments. The number of comparative surveys required to be
completed each year is negligible in that only one or two are required in
most of the states, and over half of the comparative surveys are started
more than a month after the state completes its survey. Observational
surveys are also limited in their effectiveness because these tend to cause
state surveyors to perform their survey tasks more attentively than they
would if federal surveyors were not present (the Hawthorne effect), thus
masking a state's typical performance. Observational surveys have also
had other problems during their first year of implementation, such as the
fact that federal surveyors are not required to observe state surveyors
performing most survey tasks, the lack of an effective data system for
recording results, and the slowness of written feedback to state surveyors.
Finally, &AQn'
does not require independent verification of states'
self-reported performance, and its standards do not address all important
aspects ofthe state survey process.

HCFA's Use of

Although comparative surveys are the only oversight tool that furnishes an
independent federal survey where results can be compared with those of
the states, HcFA's use of them is negligible. Conducting a sufficient number
of these comparisons is important because of concern that some state
survey agencies miss significant problems. For example, HCFA
surveyors
found deficiencies that were more serious than those found by the stale
surveyors in about two-thirds of the comparative surveys they conducted
between October 1998 and July 1999.

Comparative Surveys Is
Neglgible
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As we reported In July 1998, state agency surveyors can miss problems
that affect the health and safety of residents.h' In addition, HcrA data show
significant variation in the extent to which state surveyors Identify serious
deficiencies For example, state survey agencies in Idaho, Kansas, North
Dakota, and Washington identified serious deficiencies in more than half
of their surveys. On the other hand, state surveyors in Maine, Colorado,
Tennessee, and Oklahoma identified such problems in only 8 to 13 percent
of their surveys." With such a range in identified serious deficiencies in
nursing homes, H'crAneeds to know to what extent such data accurately
portray the quality of care provided or the adequacy of state survey agency
performance.
Of the 64 comparative surveys that HCFAcompleted between October 1998
and July 1999, 44 (69 percent) identified a more serious deficiency than
had the stat surveyors For example, during a comparative survey
conducted at a nursing home in Missouri in November 1998, HCFAfound 24
defidencies that It believes state surveyors should have, but did not,
Identify during their review about 6 weeks earlier. One of these
deficiencies Identified six residents whose nutritional status was not being
adequately assessed by the nursing home, resulting in significant weight
loss to several of them One retiderint
19n1!firnt of his s, idht hew,
survey was 93
June and October 1998. His weight at the time of HcPFA's
pounds, which aurA indicated was significantly below the resident's
minimally acceptable body weight of 108 pounds. Less than 4 monthas after
this resident's admission to the home, he had also developed two
moderately severe pressure sores, which the nursing home was
inappropriately treating with a cream that its manufacturer stated was not
intended to heal pressure sores but rather to prevent irritation to the skin.
Until 1992, comparative surveys were the sole method HCFA
used to carry
out state agency oveSight responsibilities. According to HcFAdocuments,
the agency began to decrease its reliance on comparative surveys in 1992
because (1) it was difficult to adjust for changes in the nursing home that
may have arisen between the dates of the state and the federal surveys,
(2) two separate surveys during a short time period created a strain on the
nursing home, (3) too much time had passed between the completion of
the state survey and the time the state received feedback bfom federal
surveyors for the state surveyors to recall the details of the survey, and
(4) comparative surveys were resourcentensive.
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Under the revised federal monitoring surveys, started in October 1998,
HCFA
acknowledged the need to do more comparative surveys than the 21
that had been done over the previous 2 years. Nevertheless, under this
program, only about 10 percent of the federal monitoring surveys
completed each year must be comparative surveys, and the remaining
90 percent may be observational surveys. Specifically, HCPAnow requires a
minimum of one comparative survey in states having fewer than 200
nursing homes, two in states with 200 to 599 nursing homes, and three in
states with 600 or more homes. Table 2 shows the minimum number of
comparative surveys to be completed in each state and the District of
Columbia.
Table2:MinimumNumber of
Surveys Hequired Yea.

UOR4fpWW
by State

Minimum

Number of home
In stae (aeof May
19F9) t nw

number of
comparetie

surveys
required each

Number of

Slateeststes

Fewverthan 200

1

200 to 599

2

600 or more

3

20 Alaska, Arizona. Delaware,
District of Columbia. Hawaii.
Idaho. Maine. Montana. Nevada.
New Hampshire. New Mexico.
North Dakota. Oregon, Rhode
Island, South Carolina. South
Dakota. Utah. Vermont. West
Vir-inia Wuu-nn
24 Alabamna. Arkansas. Colorado.
Connechcut, Georgia. Indiana.
Iowa, Kansas. Kentucky,
Louisiana, Maryland,
Massachusetts. Michigan.
Minnesota. Mississippi. Missouri.
Nebraska, New Jersey. North
Carolina. Oklahoma. Tennessee,
Virginia. Washington. Wisconsmn
7 Calormia. Rorida. Illinois, New
York, Ohio, Pennsyhania, Texas

While providing important information, the low number of comparative
surveys will not permit HCFAto determine how representative these one to
three surveys per state are of overall state performance.
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Gap in 71me Between State
Survey and HCFA
Comparative Survey Makes
Assessment of State
Performance Difficult

HCFAreestablished the comparative survey as part ofts ovesiughtsurvey
process in 199, but it has not adequately addressed the earlier concern
about the time that elapses between the end of the state's survey and the
start of the federal survey. We found that 33 days on average passed
between these dates for comparative surveys completed from October
1998 through July 1999. Although this meets the requirements of oesA 87,
the gap In time between the two surveys raises the possibility that changes
at the nursing home between the two surveys were responsible for
differences, thus calling into question the extent to which federal results
can be used to assess state perfornance.
OsRA87 requires 7crAto start a comparative survey in a nursing home
within 2 months of the completion of the state's survey. MiCA'sconchlsions
about the state's survey effectiveness are supposed to take into account
the difference in time. Because aspects of a nursing home, such as
residents, staffing, and ownership, can change in a short period of time,
developing a fair and accurate assessment of state surveyor performance
after a lapse in time can be difficult. Several state and HmcAsurveyors we
interviewed told us that the time lag between the surveys continues to be a
problem. Our analysis shows that for the 64 comparative surveys that HmCA
completed between October 1998 and July I99,33 days, on average, had
passed from the time the state completed it survey until HCFA
started its
comparative survey. Sixrtyhree of these comparative surveys started
within-the 2-month time frame mandated by orrA &7,while only one, which
started 68 days after the state's survey, did not.e Four regions averaged
fewer than 30 days, with the Dallas and Denver regions averaging 17 days.
At the other end of the scale, the Atlanta and New York regions averaged
43 days, while the iladelphia region averaged 47 days. Table 3 shows the
number and time fames of comparative surveys conducted between
October 1998 and July 1999.
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To avoid the problems presented by gaps in time between the state and
federal surveys, in August199 HNCA
instructed Its regions to start
comparative surveys within 2 to 4 weeks after the state's survey, because
the less time that elapses between the two surveys, the less likely it will be
that a home's environment, staff, or residents will have changed. While this
Is an Improvenent, a delay of several weeks in the comparative survey
could still result in problems. State and federal surveyors told us that
comparative surveys are more effective and reliable in assessing state
perfonnance If they start immediately after the state has completed Its
survey, even as soon as the day after the state's exit from the home.

Observational Surveys'
Effectiveness Hindered by
Systemic and 1hinsitional
Problems

HCFA
relies on observational surveys as its primary federal monitoring
tecluique Observational surveys may help HCFA
to identify state agency
training needs on a real-time basis, but several problems inhibit these
surveys from getting a clear and accurate picture of a state's survey
capability. As designed, the surveys have a systemic weakness in that they
require federal surveyors to observe state surveyors as they conduct a
survey. Because they know they are being observed, state surveyors may
be more attentive to survey tasks than they would normally be. In addition
to this weakness, HCFAhas encountered several specific problems as It
transitions from its previous types of observational surveys to those now
being conducted. For example, the surveys (I) cannot identify al
significant deficiencies that state surveyors miss, in part because HCFA
surveyors are not required to observe most of the tasks state surveyors
perform; (2) necessitate that one HCFA
surveyor must oversee the efforts of
as many as three state surveyors at one time; (3) rate state surveyors for
some survey activities that are not required by federal survey regulations;
and (4) have had serious data system problems that prevent HCFAfrom
assessing the results of observational surveys conducted since
October 198. In addition, HCFAsurveyors have not always given timely
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wHiten feedback to state agencies with respect to state suveyors
performance so tat corrective action can be inplemented promptly.
Unlike comparative surveys, observational surveys do not require H"rA
surveyors to perform an Independent review of a nursing home. Instead,
HCFA
Surveyora observe state surveyors as they perfonn portions of a
survey and rate them on one or more of eight possible survey tasks. As a
result of observing only a portion of the survey, HCFAsurveyors cannot
determine whether state surveyors identify all significant deficiencies.
HcFA officials told us that observational surveys were not designed to
ldentily all deficiencies, They also said that of the 631 observational
surveys completed between October 1998 and August 1999, only 8
(I percent) identified deficiencies
that were more serious than those
7
identified by the state.' During our interviews, nine of the regions
indicated that observational survs allow them to help state surveyors
identify deficiencies that may otherwise be missed but that the surveys do
not ensure that HQrASurveyors identify all serious deficiencies. Tbe Karnas

City region agreed with the other regions but also indicated that federal
surveyors can identif deficiencies missed by state surveyors if they
perform all eight survey tasks, as this region Mes it does, during an
obseational survey
During an observational survey federal surveyors are generally required to
observe only two of the eight tasks-the preparation of the statement of
deficiencies and the resident review and quality-of-life aessmente" As a
result during any given suey, federal suveors are not required to
observe most of the mnvey tasks that state surveyors perform
Furthernore, some federal surveyors told us that even observing only the
required tasks can be a problem because a singe federal surveyor has
sometimes been required to observe as many as three state surveyors at a
time. Although nHA guidance to the regions suggts that one federal
surveyor should be able to observe the work of two or three state
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surveyors, federal surveyors we interviewed indicated that, in their
experience, it is generally not possible for one federal surveyor to
adequately observe more than two state surveyors at a time.
Several state surveyors expressed concern to us that some of the criteria
HcFAused to assess their performance are inconsistent with the
survey
tasks required in federal guidelines. For example, although federal
guidelines do not require an employee of the nursing home to accompany
the state surveyors during the required tour of the home, a state surveyor
in Florida told us that he was criticized for conducting the tour without an
employee present Officials from one HcPAregion confirmed that such
situations have occurred and attributed them to a flaw in the federal
survey's protocol that does not distinguish between optional and required
survey activities.
inconsistencies between the federal guidelines and survey protocol
increased when HCFAissued a revision to the guidelines on July 1, 1999.
Some of these changes introduced significantly different survey
requirements, such as a new methodology for state surveyors to use in
selecting a sample of nursing home residents to review. A HCFAoffidial
acknowledged that inconsistencies have existed since revised
observational surveys started in October 1998 and that the revision to the
federal guidelines has added to the inconsistencies. She told us that one of
several HCFAwork groups now reviewing observational surveys is working
to identify and eliminate the inconsistencies.
In addition, the data system developed to support the observational
surveys has not been able to produce usable management reports,
Because of technical problems with the system, HCFAregions were not able
to enter survey results in the database for several months. As a result, HcPA
has been unable to use the database to identify poorly performing state
agencies or to detenmine needed corrective actions. The Dalas regional
office found these problems particularly troublesome and told us that its
surveyors are extremely frustrated with the database because it requires
too much time to input data and does not allow easy access to the data

that have been entered. As a result, the region has not been able to use the
database to analyze the results of its surveys.

HcPAofficials told us that problems with the data system occurred because

HCPArushed its development in order to meet the program implementation
date of October 1998 and thus did not follow standard systems
development practices. For example, a requirements analysis was not
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completed to ensure that the system would provide all the infonnation
HC7Awould need to assess state performance. tCPAentered into a contract
In June 1999 to address these problems and to add additional capabilities,
including the creation of a new database for surveys conducted after
October 1, 1999.However, the results of surveys conducted in fiscal year
1999 will not be included in the new database. Although a HCFA
official told
us that it would be unacceptable for regions not to consider survey results
from the first year of the revised surveys in determining a state survey
agency's performance, there has been no guidance from HCFArequiring the
regions to consider information in both databases when assessing state
performance. Moreover, the observational survey database is now
maintained separately froin the database that HCFA
uses to track identified
deficiencies in nursing homes. Although HCFA
plans to include the results
of observational surveys in its redesigned central database, this redesign
will not take place for several more years, according to HuFAofficials.
Finally, although formal written feedback is not required as part of
observational surveys, the regions we visited provide feedback in this way
to state agencies. To be useful, this feedback should be provided in a
anmeb ...
arm w both th
te SiWvuta wh pe.....ed te aurvey and
their managers so that any needed corrective action can be taken.
Nevertheless, in three of the four states we visited, the surveyors and their
managers sometimes did not receive the written feedback for 3 to 5
months after the survey was completed. Fiuthernore, in some cases, state
surveyors were surprised at the content of the written feedback because It
was much more critical of their performance than the initial verbal
feedback they received fom NcaAsurveyors during the survey Although
the revised surveys started in most states in October 1998, an official of
the Association of Health Facility Survey Agencies testified that as of late
June 1999, state agency managers fron a majority of states had received
no formal feedback She further indicated that oversight without feedback
is not effective in improving quality."
Some sAte
Lgency o
am Lds that HMcr'E
in 'yiproedi
mrttac.
feedback have prevented the agencies from initiating bnportant corrective
actions when problems with state surveyor performance were identified
For example, for an observational survey conducted in Florida in October
1I98, cNFA
did not give feedback to the state until February 999.This
survey found, among other things, that the state surveyors did not
correctly select the resident sample and that NawAsurveyors had to
Intervene to ensure that the sample w appropriate. For another swavey
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conducted in Florida in March 1999, HCFAgave feedback to the director of
the state's survey program in early April 1999, but the state surveyors who
participated in the review and their manager did not receive the written
results until May 1999. In this survey, HCFA
found that the state surveyors
were too quick to accept explanations of apparent deficient practices by
the nursing home's staff, thus permitting potentially deficient practices to
continue.

SAQIP Does Not Provide
HCFA With Complete State
Agency Performance Data

In addition to the federal monitoring surveys that are required by statute,
HcFAInstructs its regions to use SAQiP
to improve and monitor certain state
agency survey-related activities. When a state is not in compliance with a
SAQIP
standard, HCFAis expected to help the state develop a corrective
action plan and to work with the state as a partner to correct the problem.
However, SAQIP
cannot ensure that HCFAknows of significant problems in a
state agency's activities because SAQiP
relies on the state agency to self
certify to HCFA
whether it is in compliance with particular requirements
associated with its performance. Because HcFAdoes not independently
verify the information the states provide, it has no assurance that states
surface all serious problems or that they correct the problems they have
identified. Although SAMPalso includes some indicators of state
performance that HCFAitself assesses, these indicators do not address all
the Important aspects of a state agency's activities.
SAQIPreplaced

HCPA'SState Agency Evaluation Program in 1996.0 Under
the previous program, HCFA'Sregions analyzed data maintained in HCWA'S
databases to evaluate some indicators of state performance and conducted
on-site reviews at state survey agencies of state documentation to assess
compliance with other indicators. For example, to assess a state's '
complaint process, regional surveyors visited the state to review state
documentation from a sample of complaints filed against nursing homes
and determine whether the state responded appropriately to the
complaints. Each region was required to follow the same procedures in
reviewing all state agencies, the states were rated on specific activities,
and the results of each state's rating were compiled in a single report.
In essence, SAQIP
includes nearl al of the same broad standards that the
previous program inciuded, but it shifts the responsibility for assessing
compliance with seven standards from the regions to the states. &AQipdoes
not require that HCFAindependently verify the state's assertion.
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Compliance with the other four standards for murwg homes is detesminned
by HCFA(see table 4).
Table 4: SAW NuSing HIlo
Ferlop =
_Standads
for Stale

Rspoahlll
R-

l
Waedy

--

stmnueanedards

document deficres discovered in a nurwing horne
tha tossing hornes plans of correction accepted by the
stae agency reflect approprlate actions and tine frames to correct
cited deficiencies
-Conduct
at snves with quatfied individuals
-Ensure
conrstency I survey perrmnce
- Measure the accuracy and Waprove the consitency inapplying
enforcemen actons amst nung hons
- Effectively invesigate and process cornIpaintsfiled against
nmrsinghornes
- Mitor expenditures and support charges to faderalprogrars
In accordance wt regulations

State

-Property
-Ensure

HCFA

-Ensure thateach nusing hone is subjec toe standard survey
not more than 15 rnont arter it preiu aurvey and that the
statewide average between standard suaveypdoes nd exceed 12
Ensure
atsureys, ichrng complaint inveatigations. are
conducted unannrmaed or are announced consistent with HCFA
hnsbuctons
-

plan. and expenditure reports are prepared end submtted in
accordance with federal instructions and accurately reibc the
anocellon of coats between state and federal programs
- Ensure a tihestate agency elecley mnatams the database
HCFA uses to record survey resual

As a result of this change in s s _desig,
Has lhis no
a that a
state is in compliance with the first seven standards. For instance, for the
standard that requires states to efecy Investigate and poss
complaints fed agInst musing homes,' our Marsh 22, I99, report noted
that Michiganes sAQtPacknowledged the state had not detesmined whether

It was investigating and processing complaints in accordance with state
time franes, yet, the state indicated that it believed it was doing so. When
we reviewed the state docutnetation. we found that more than 100
pendin complans filed agahut Michig musing homes remained
uninvestigated weeks and even mounhs after their receipt, ad that
complaints that were investigated had not been investiaed within
Michigan's required time hrmen Mm Atlanta regional office Staff also
tadd us ta It identified moe significantproblem in a State when it used

the previous evahsuion,progam than it does uting saAg.From tids
regio: perspeetive, aw does not provde for an hiepth evaluation of a
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state agency's survey or operational performance becauae it depends on a
state's willingness to devote adequate resources for assessment and to be
candid in identifng problems to HCFA.
In addition to removing HCFA'sdirect responsibility for verlding state
compliance waith the seven standards, sAQP does not set national
performance thresholds. For instance, under the previous evaluation
program, HCFA
reviewed a sample of deficiencies identified by the state
survey agency to determine whether at least 90 percent of them were
properly documented. if a state met this 90-percent threshold, its
performance for this standard was acceptable. saQiP leaves the
determination of such thresholds to each state, and we found wide
differences among states in the percentages they use. For example, in
IS98, Okdahonma's goal was 75 percent, Louisiana's goal was 90 percent,
and Wyoming's goal was 100 percent.

Regions Are

Inconsistent in How
They Conduct
Oversight Activities

Regions Use Different
Criteria and Methods for
Selecting and Conducting
Surveys for Review

One of HcFA's goals in revising its federal monitoring surveys was to
establish consistency among the regions in the process used to assess
state performance. However, differences still exist among the regions in
how they select and conduct oversight surveys. Although regions may
need some flexibility in selecting surveys for review, conducting them
requires a high level of consistency among the regions to ensure that states
are being held equally accountable to federal standards. Additionally, HCFA
regions differ in their view of SAQWseffectiveness as an oversight tool and
some supplement HCFA'5
federal monitoring surveys and sAQIPby analysing
other available survey data to assess state agency performance. Finally
the regions spend very different amounts of time, on average, conducting
observational surveys, which raises questions about the scope and quality
of their reviews.

When HCFAestablished the new federal monitoring survey in October 1998,
it suggested that, for comparative surveys, the regions select homes for
which the state did not find deficiencies categorized as -immediate
Jeopardy,' actual harm, or substandard quality of care' (see app. I for
definitions of these deficiency categories).2 However, only the Dallas,
Denver, San Fkancisco, and Seattle regions indicated that they routinely
follow this guidance. Other regions generally used a variety of other
criteria, including selecting homes for which the state has identified
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continuing serious problems or homes located in diverse geographic area
Some regions gmsoindicated that when conducting comparative surveys,
they specificaily select homes designated by wC7A
for special focus
because of the homes' poor performance histories." By focusing on homes
that were identified by state surveyors as having serious problems, HCFA'S
surveyors are lea ikrely to Identify situations in which state surveyors
underreported serious deficiencies.
Another significant difference we found among the regions in conducting
comparative surveys is the way they select a sample of nursing home
residents for rew. State surveyors select a sample of a home's residents
as part of their procedures for evaluating the care and treatnent given to
the residents. For this sample, the surveyors may review a resident's
medical record, interview residents and their relatives, and observe the
environent and care practices of the home. Sample selection is a key
survey task for determining whether a nursing home is in compliance with
federal survey regulations and is providing appropriate care to its
residents. In conducting a comparative survey, federal surveyors
determine whether the state surveyors selected an appropriate sample of
residents, and then also select a sample of residents as part of the
comparative survey.
The regions vary in how they select resident sampls, with some regions
selecting a sample that includes some overlap with the state sample and
other regions making no attempt to do so. For example, the Kaansas City
region tries to include in its sample one-half of the residents who were
included in the state's sample, believing that this practice allows it to more
closely duplicate the state's survey and thus obtain a more valid
anent ofthe state's performance. On the other hand, the Atlanta
region makes no attempt to include any of the same residents in its
sasrples,-believing that if systemic care problems exist in a home, any
sample will disclose these problems. We believe that, to beter determine
the reasons for discrepancies between comparaive and state surveys,
federal surveyors should samnple as many of the same residents as the state
sampled in cases in which federal surveyors determine Tha the stare
sample was appropriate. Feeral and state surveyors we interviewed
agreed that reviewing the asme sample would inprove the consistency of
comparatve surveys amng HCFA'S
regions. How
, tey also noted that
reviewing the same sample would require the comparative surveys to start
much sooner than 2 months after the state's survey
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Each of the regions also uses a variety of criteria to select nursing homes
for observational surveys. HCPA
5 guidance for selecting homes instructs
the regions to use type, sie, and geographic location of a nursing home, as
well as to consider other criteria, including the performance differences
among state survey offices in the region. Although observational surveys
give HCFA
an opportunity to provide on-site training to state surveyors,
HCFA'sguidance does not ensure that the regions will observe as many
state surveyors as possible. For example, the Atlanta and Seattle regions
indicated that surveys are often selected primarily on the basis of the
characteristics of the nursing home and not in order to assess a broad
range of state surveyors. At the tine of our visit to the Atlanta region, it
had completed seven observational surveys in two of Tennessee's three
districts, but none in the third district Furthennore, 7 of the 20 state
surveyors reviewed during these surveys had been reviewed two or three
times, while over two-thirds of Tennessee's surveyors had not been
reviewed at all. The Atlanta region did not indicate any particular problem
with the performance of these surveyors that would require repeated
review of their performance.

Regions Differ in Their
View and Use of SAQIP
and Other Available Data

HCFA
regions also vary in how valuable they believe sAtaNis a an oversight

progran. Some regions believe that sAQEP
is effective, while others believe
some sstwpstandards encourage states to improve the quality of their
survey programs but other standards do not surface all serious problems.
The Atlanta regional office told us that it does not believe asow is an
effective method for tracling and reporting operational problems in a
state agency. Believing that a&a,, has limitations, some regions supplement
it by analyzing data included in HwA's databases to evaluate state agency
performance in areas such as survey predictability.
The Seattle region, which played a major role in developing &sAta,
believes
SAQIP
is an effective oversight tool because it allows state agencies to
identify survey performance problems unique to a state and permits the
state agency to develop corrective action plans. The Philadelphia, Dallas,
and Denver regions believe that some of the seven sAQiP
quality
improvement standards the states assess themselves are effective in
encouraging states to improve their survey processes, but they also believe
that the four remaining standards for which HcrA assesses performance
are incomplete. For example, although one standard requires regions to
review data to determine whether a state performs Its surveys within
statutory time fiames, It does not require the regions to assess the same
data to determine whether a state's survey schedule allows nursing homes
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to predict the date of their next survey. Avoiding predictability is
important because the extent of care problems in a nursing home can be
hidden 4 nursing homes can predict when their next survey wilGoccur.
The Atlanta regional office recently started a program to conduct in-depth
analyses ofeach state agency in its region by using available survey data.
Through these analyses, the region recently determined that the annual
state surveys of nursing homes in four of the region's eight states (South
Carolina, Kentucky Tennessee, and Mississippi) are highly predictable,
policy. It also found that in most of the states where it has
contrary to HCFA
completed reviews, state surveyors were not conducting revisits of nursing
homes to determine whether identified deficiencies have been corrected
within iCFA'5recommended time frame. Although HCFArecommends that a
state wait no longer than 55 days to conduct its first revisit to a nursing
home, four of the six states for which the Atlanta region completed
reviews did not meet this time frame more than half of the time I Table 5
frames
presents the results of the Atlanta region's analysis of state mime
related to this requirement. The Atlanta region also found several
problems with Florida's timeliness in conducting revisits, including one
Lehb
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months after the home's original survey.
Tis 5: Perea of Surwys In
WM Not _dl
Which First Re"
Withn HCFA' umR nd Tha.
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- iNumber of
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State

Alabarna (through Jan. 20, 1999)
Georgia (Uvogh Mar.31. 1999)

21
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71
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22
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60

61

North Carina (though Apr.20 1999)
Tennessee through Mar. 3 1999)

84
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After identifying problems with state performance, Atlanta officials meet
with top-level survey and certification management officials in each state
to discuss the results and present the data used to develop the findings.
The then follow up this meeting with a formal letter to the state
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summarizing the results of the meeting and identiying actions the region
expects the state to take to correct identified problems. These
management reports, which the Atlanta region plans to begin issuing
quarterly, are expected to provide the region with a documented history of
a state agency's performance over time, making it possible to more readily
identify patterns of poor state performance.

Variation in Resources,
Survey Thie Across
Regions

In addition to the variations among regions in the methods they use to
conduct reviews, variations exist in the level of oversight resources
available to themn Table 6 contains the ratio of state to federal surveyors,
the ratio of observational surveys to be completed in fiscal year 1999, and
the number of federal surveyors available to complete them. It also shows
the average number of hours each region spent conducting surveys from
October 1998 through July 1999.

Tabe 8: Variation tnReoures
AvaeLabttr ewaTime to Conplete
Oblerationg Surveys

Number of
TVdra nurtatg
horn
Region
Boston
New York
Philadelphia
Atlanta
Chicago

Dallas
Kansas City
Denver
San Francisco
Seattle
Nationwide

surveyors (as

of August 19991
12

Rfto of Avere

Ratlo of
tate to
federat

surveyors
14.4tOt
33.3 to 1
7
15.8to1
12
32.8 to 1
18
30.7 to 1
1122
59.8to 1
29.8 to 1
12
17.6 to1
5
28.5 to 1
15.7 to 1
2.35to1
182

otorvalon

surveys
requred In

199 totedeat

no. of
hours par

obeervettonal
surey (Oct.

Sur11ors
4.6to 1
7.1to 1
6.2to 1
6.8 to 1
t.o to 1
10.2 to1
6.3 to 1
3.8 to 1
7.5to 1
3.0 to 1
6.6to1

1S98 . uty

58,990
26.9
311.0
48.7
60.9
70.6
37.5

50.6
.8
53.6
51.6
a".

Table 6 illustrates that federal surveyors in some regions must conduct
significantly more observational surveys than surveyors in other regions.
For example, at one extreme, Seattle surveyors are required to complete
an average of 3 observational surveys per surveyor per year, while at the
other extreme, Dallas surveyors must perform more than 10.Officials from
the Dallas region told us that they did not have the resources available to
complete the required review of 5 percent of state surveys in fiscal year
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1998 and indicated that the shortage would likely prevent them from
meeting their survey requirements again in fiscal year 1999 unless they
received help from other regions. The region attributed this shortage to
the retirement of several surveyors at the end of the prior year, who had
not yet been replaced, and the need to focus on other, higher-profile
projects. A Dallas region official told us that the region plans to hire two
more surveyors this year, but it will nevertheless need an additional four
or five surveyors to meet its oversight requirements.
As shown in the last column of table 6, there are also large differences in
the average time that regions have invested to complete observational
surveys since October 1998, ranging from about 27 hours in the Boston
region to nearly 71 in the Chicago region. HCFAofficials could not explain
the reasons for such variation One official theorized that the variations
might be due Simply to differences in how the regions account for the time
they spend conducting these surveys but also said that the variations could
signif a difference in the content and quality of the surveys being
performed.

HCFA's Options for
Addressing Poorly
Performing State
Agencies Are
Inadequate

HCFA's Criteria for
Applying Present
Sanctions Lniits Their Use

Although HcFAhas authonty under the Social Security Act to take
corrective action against a state agency that perfonns inadequately in
conducting surveys, HcFA does not now have an adequate array of effective
sanctions. HCFAmay use several remedies to encourage a state to improve
performance. When remedies fail, HCFA
may impose either of two
sanctions-reducing the state's funding for survey and certification
activities or tenrinating the state's survey contract. However, ctFAhas
only once reduced a state's survey and certification funding for failure to
conduct surveys in accordance with HCFaA
regulations, and it has never
terminated a slate's confractC
HCFA
is considering regulations to authorize
two additional actions that It classifies as sanctions, but, on the basis of
our review of the proposed regulations, we believe their effectiveness is
doubtfuL

HCFA has the

authority to take certain actions against a state agency that
perfoons poorly." Currently, HCFAdefines inadequate state agency
performance to include a state's failure to identify an instance in which
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musing home residents are placed in immediateJeopardy, orffa state
agency demonstrates a pattern of'otherproblems, inchlding failure to
identify deficiencies when the failure cannot be explained by changed
condifions In the home;
cite only valid deflcencies; and
. conduct surveys In accordance with federal requrnenta.
When HCFA
idertliles inadequate state performance, Its flrt step is to
Impose one or more of several remedies against the state, with the
objective ofimproving the states performance. The most conumonly used
remedy has been to provide training for individual state surveyors or
survey team A HCvAofficial indicated that other remedies are
occasonally used but that training is viewed as the preferred appreach
When remedies fall to boprove state performance, Hn'A cmaimpose
sanctions, which are intended to penalize a state agency for falling to
Improve performance. See table 7 for the remedies and nctiona now
available to HCFA.
Tabe:
Avala

eRhA and smienI
to HCFAInRe
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Remedies
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thMsaes Medicaid
ndingforsasy ai cetfficatio
seisit
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To reduce a sta's murvey and certification ftFding, auA must
densoate that the state displays a pattern offailure to identi .
deiciencies in musing honmes' To develop this information, w7A
compares the deficiencies it identifies through its surveys of musing
h
with those found by ate surveyors. When HAuA
wmes
determines tet the
quarterly disparity rate between the defciencies it Identified and those the
state agen identified is greater than 20 percent In at ast three of the
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last four quarters and the state falls to correct the disparity within the next
two quartets, it may impose thia sanction
Currently, the only way Hi A can develop the specific quantitative
evidence it needs to identify disparity rates is through comparative
surveys. However, as previously discussed, the regions conduct too few
such surveys to establish a pattern of Inadequate state agency
performnce. For instance, 43 states and the Dirict of Columbia wiL have
only one or two comparative surveys per year. A HcrA official
acknowledged that conducting so few comparative surveys is insufficient
to establish a pattern of poor perfomnance in any state. Therefore, this
official told us, HCA attempts to rely on observational surveys to obtain
the needed quantitative evidence, but the official agreed that the present
observational surveys are not designed to provide this information As
noted, 69 percent of the comparative surveys completed as of August 1999
identified deficiencies that were more serious than those found by state
surveyors, but only In I percent oftheir observational surveys did the
regions identify deficiencies that were more serious. This is largely
because the goal of observational surveys is not to Identify all deficiencies
__

r

to o =.ame =te Gore- perfo,..n.

Th..., It does nrA appear

that either the comparative or the observational surveys can provide the
basis HcFA
needs to use the sanction of reducing a state's Medicaid survey
and certification funding for flling to ppery ident deficiencies in
nursing homes.
Tenminating a contract with a state agency would require HCFA
to find a
replacement for the state surveyors, HCFAofficials indicated to us that
three alternatives exist; (1) use federal surveyors to conduct surveys in a

state, (2) contract with another state agency in the same state, or
(3) contract with a state agency from another state. According to RiCAand
state survey agency officials, HCFAdoes not have a sufficient number of
surveyors to conduct surveys in states that have a large number of nursing
homes. Texas alone has 402 state surveyors, while HeFAhas I22 surveyors
nationwide. Six other staten also hame norve
suveyoe tham HCFA.
Furthermore, even in smaller states, the use of federal surveyors for an
extended period could become a problem because they would not be able
to perform their normal monitoring duties and other responsIbilties. With
regard to the second alternative, the President of the Association of Health
Facility Survey Agencies told us that contracting with another agency
within the state is unrealist given the negative atmosphere created
between HCFAand the state U the state agency's contract has been
terminated. The third alternative, contracting with another state, would be
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feasible only if the contacting state had or could hire a sufficient number
of surveyors to conduct surveys in both stales.

Potential Effectiveness of
Proposed Sanctions Is
Doubtful

As part of its nursing home initiatives, HCFA
established a task force in late
1998 to expand and clarify the definition of inadequate state survey
performance and to suggest additional remedies and sanctions that HCFA
could take against state agencies that perform poorly. CTA
indicated to us
that new instructions should be Issued sometime in the fail of 1999.
However, on the basis of our review of the proposed changes, it is
uncertain whether the additional sanctions ICFAIs considering wil be
strong enough to compel a state agency to improve its performance.
Under its proposed guidelines, HCFA
would add seven situations to its
definition of inadequate state performance. These seven include situations
in which a state agency has a pattern of failure to
conduct surveys within required time frames;
use proper enforcement actions against a nursing home;
respond to complaints in accordance with requirenents;
enter nursing home deficiency data into HCFA'sdatabase timely and
accuratel;
follow federd standarda protocols, forms, methods procedures, policies,
and systems specified in WCFA5
intructions
ensure that nursing homes maintain specific resident information; and
enter nursing home resident assessment data into federal data systems.
The proposed changes include a new remedy that would require HarA
to
develop a plan of correction for the state to implement In addition, two
new sanctions are proposed to penalize a poorly perforting state agency
(I) placing the state agency on notice that it Is not in compliance with its
Medicaid plan regarding nursing home survey performance and
(2) requiring nCFA
officials to meet with the state govemormand other
high-level state ofcials.
Although HCFA
refers to the proposed two new actions as sanctions, they
are not as severe as what is nonnally thought of as sanctions and may not
be enough to compel a state to improve its performance. When we
discussed placing the state agency on notice, we were told by a ncs7
official that, under thi sanction, CFAexpects the regions to work
collabonstively with state agencies to comply with the requirements In
their state Medicaid plan. The proposed sanction requiring HCrA
officials to
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meet with the governor or other state offidals can raise problems to a
higher level in state government and possibly secure greater state support
to improve performance. Nevertheless, it is not clear what impact either of

theae sanctions would have on a state agency to effect the desired
performance.

Conclusions

HcFAhas recently demonstrated the desire and initiative to confront and

respond to various quality problems facing the nation's nursing homes and
their residents. Some of the methods HCFAcurrently usea and is
developing, to ensure that state agencies develop effective survey
programs capable of identifying survey deficiencies in nursing homes, can
contribute useful information for assessing the overall effectiveness of its
many nursing home quality improvement initiatives. However, the himited
scope and rigor of its various state performance monitoring mechanisms,
and the uneven application ofthe mechanisms across the regions, do not
provide HCFAwith a systematic, consistent means of assessing the
sufficiency of state survey performance. Additionally, HCFA'S
approach to
conducting federal monitoring surveys is not adequate to establish a
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. the negligible use of comparative surveys, combined with delays in
scheduling them to closely follow state surveys, does not provide HCFA
with sufficient evidence to establish whether states are appropriately
assessing nursing homes' compliance with federal standards.
systems development problems for reporting results of observational
surveys and delays in giving states written feedback have hindered HCFA'S
ability to effectively use survey results as a management tool.
. inconsistencies among HCFAregional offices in how they target their
federal monitoring surveys within each state and select resident samples
for comparative surveys further hamper HCFA'5 ability to ensure that these
reviews effectively and equitably assess state survey performance.
Even if HcFA
strengthens its oversight programs to be able to establish any
pattern of unacceptable state survey performance, it has yet to develop
effective alternatives for compelling the state to come into compliance
with nursing home survey standards, short of cutting off federal funds.
Being able to accurately and consistently assess state agency performance
and hold states accountable for meeting HCFAstandards is essential to the
success of HCFA'srecent initiatives to improve the quality of care for the
nation s nursing home residents.
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Recommendations

To ensure that states effectively meet federal standards for certilying
nursing homes and to consistently implement the more stringent
requirements of HCFA's
recent initiatives, HCFA
needs to strengthen its
oversight of state survey agencies' activities. To accomplish this, we
recommend that the Administrator of HCFAtake the following actiors:
1. Improve the scope and rigor of HcFA's oversight process by
Increasing the proportion of federal monitoring surveys conducted as
comparative surveys to ensure that a sufficient number are completed in
each state to assess whether the state appropriately identifies serious
deficiencies,
ensuring that comparative surveys are initiated closer to the time the state
agency completes the home's annual standard survey.
requiring regions to provide more timely written feedback to the states
after the completion offederal monitoring surveys, and
improving the data system for observational surveys so that it is an
effective management tool for HCFAto properly assess the findings of
observational surveys.
2. Improve the consistency in how HCFAholds state survey agencies
accountable by standardizing procedures for selecting state surveys and
conducting federal monitoring surveys, inchliung
ensuring that the regions target surveys for review that will provide a
comprehensive assessment of state surveyor performance, and
requiring federal surveyors to include as many of the same residents as
possible in their comparative survey sample as the state included in its
sample (where HCFAsurveyors have determined that the state sample
selection process was appropriate).
3. Further explore the feasibility of appropriate altemative remedies or
sanctions for those states that prove unable or unwilling to meet HcFA's
performance standards.

Agency Comments

In its comments on our draft report, HcFA noted that enhanced oversight of
state programs is critical to improving the quality of care in nursing hes
and generally agreed with our recommendations.
HcrA commented,

and we agree, that a mix of comparative and
observational surveys is a prudent approach to overseeing state surey
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agencies performance. It did not agree to immediately increase the
number of comparative surveys it requires the regions to undertake but
stated that it is reviewing the issue ofthe appropriate balance between the
two types of monitoring surveys. While we agree that a nix Is beneficial,
an adequate number of comparative surveys Is critical to assess the
performance of state agencies. Furthermore, these surveys can help
improve the effectiveness of resources devoted to observational surveys
by focusing more of them on areas ofpoorer performance. We believe that
the results of the comparative surveys conducted in the past year indicate
that these surveys have been more effective than observational surveys in
identifying serious deficiencies affecting the health and safety of residents
that state agencies' survey processes miss. While we agree that
observational surveys can serve as an effective training tool for state
surveyors, in our view, they do not provide an accurate representation of
typical state surveyor performance because of the likelihood that state
surveyors modify their performance when they are aware that they are
being observed.
HcFAagreed that its comparative surveys should be Initiated in closer
pro nmy

to the sAnte agg
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standard survey. However, HCFA indicated that became it will focus its .
comparative surveys on defidency-fee homes in the future, it does not
believe it would be realistic to start these surveys earlier than 2 weeks
after the state has completed its survey because the results of the state
survey are not often known for 2 weeks. But HciA's decision to focus its
comparative surveys on deficiency-fee homes would exclude more than
two-thirds of homes nationwide from this review. In addition to
reconsidering the universe of nursing homes for which comparative
surveys are conducted, we believe that HCFA
can initiate a comparative
survey more promptly, even if it means that HCFAdoes not know the
results of the state's most recent survey before beginning Its comparative
survey. HCFA
can still achieve its monitoring objective by choosing its
sample on the basis of nursing homes' prior survey history and could
Improve results by having the two surveys more closely coincide. In fadt
not having the results could eliminate any bias associated with having
state survey results.
HCFA
also agreed with the Importance of ensuring national consistency in
overseeing state survey agencies and establishing definitive and
measurable performance standards to hold states accountable for survey
performance. However, HCFAindicates that it will establish additional
performance standards by the end of IiK. It will evaluate the use of these
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standards and its process for working with state agencies to improve their
performance for about 18 months before determining whether other
additional remedies orsanctions are needed. In our view, H(FAcurrently
does not have an adequate array of effective remedies or sanctions at its
disposal to ensure corrections, and it should more immediately consider
expanding the available remedies and sanctions that can be applied to
compel state to improve their performance.
HCFA'a
comments are included as appendix IL
As agreed with your offices, unless you publicly announce its contents
earlier, we plan no further distribution of this report until 30 days after its
issue date. At that time, we will send copies to the Honorable Nancy-Ann
Min DeParle, Administrator of HCrA;other interested congressional
committees; and other interested parties upon request.
Please contact me or Kathryn G. Allen, Associate Director, at
(202) 512-7114 if you or your staffs have questions about this report. Jack
Brennan and Mary Ann Curran prepared this report under the direction of
John Dicken.

Wlliam J. Scanlon
Director, Health Financing and
Public Health Issues
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Appendix I

HCFAs Definitions of Severity of
Deficiencies
HCFA'S
nursing home regulations established several categories of
deficiencies that state survey agencies may find and record during their
surveys. Each identified deficiency is placed into one of the 12 categories
ranging from 'A' to *L,' depending on the extent of resident harm
(severity) and the number of residents adversely affected (scope). The
following table identifies the scope and severity HcFAhas assigned to
Medicare and Medicaid compliance deficiencies.
Tam. LI: HCFASope end Sem
An for Nn S
Deonlk e

Scope o

_
tr
bod
Actual r potentialfor
J
drea1thienous
ijury (also
referredto aso
irtrrlediate
jeopardy)
Otheractualhamr
G
Potentialformoretan
D
mnninalharm
Potentialto, rninimalharm A
(oubstanthal
complianrce)

de

Prn
K

L

H
E

I
F

B

C

_

A home is considered to be In 'substantial complance' if any identified
deficiencies are those in which the potential exists for only minimal harm
to occur to residents (levels A, B, and C). Any nursing home with a
deficiency categorized as D through L is considered to be not in
compliance. 'otenial for more than minimal harn' is a deficiency for
which no actual harm has occurred to residents but that presents the
potential for more than minimal harm to occur. Other actual harm'
includes deficiencies that case actual harm to residents but do not
immediately jeopardize their health or safety. 'Immediate jeopardy,' the
most serious deficiency, includes situations that immediately jeopardize
the health or safety of residents.
In addition to the four severity categories shown in the table, HCrA also
uses a fifth defidency category referred to as 'substandard quality of
care.' Deficiencies in this category are those that affect nursing home
residents in the areas ofresident behavior and facility practices, quality of
life, and quality of care, and that are in the F, K 1,J, i, or Lcategories in
the table.
HCYAalso

clasifies deficiencies by their scope or extent as follows
(1) isolated, defined as affecting a limited number of resident; (2) pattern,
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Comments From the Health Care Financing
Administration
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Related GAO Products

Nursing Home Oversight Industry Examples Do Not Demonstrate That
Regulatory Actions Were Unreasonable (GAOMtEHs--iU54R,
Aug. 13, 1999).
Nursing Homes: HcFAInitiatives to Improve Care Are Under Way but Will
Require Continued Commitment (GAofmmssss, June 30, 1999).
Nursing Homes: Proposal to Enhance Oversight of Poorly Performing
Homes Has Merit (GAotEHts-Ds57, June 30,1909).
Nursing Homes: Complaint Investigation Processes in Maryland
(GAQOT.HEHsU6i46,
June 15,1999).
Nursing Homes: Complaint Investigation Processes Often Inadequate to
Protect Residents (GAoI1EHS-g8, Mar. 22,1999).
Nursing Homes: Additional Steps Needed to Strengthen Enforcement of
Federal Quality Standards (GAOatEms5.46, Mar. 18,1999).
California Nursing Homes: Care Problems Persist Despite Federal and
State Oversight (GAo(HEH&s54B2,
July 27, 1998).
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The CHAIRMAN. Mr. White.

STATEMENT OF STEVE WHITE, RALEIGH, NORTH CAROLINA,
ON BEHALF OF THE ASSOCIATION OF HEALTH FACILITY
SURVEY AGENCIES
Mr. WHTrE. Thank you, Mr. Chairman, for providing this opportunity for the Association of Health Facility Survey Agencies to
participate in this hearing.
I would like to take a couple of minutes to summarize AHFSA's
written testimony concerning inconsistencies in Federal oversight
and HCFA's plans to impose sanctions on States.
We believe that oversight and monitoring the States is important
to ensure uniform application of Federal policy in the Medicare and
Medicaid programs. It is important that it be based on valid, objective, and reliable data that are applied consistently from region to
region.

Our concerns cover three broad areas. These areas are: workload
priorities with limited resources; the differences in administration
of the program from region to region; and the Federal monitoring
system.
First and foremost, it is critical that HCFA understand whv
there are differences among States and the many factors that lead
to these differences. After this is understood, an oversight system
must be developed that is objective, reliable, and verifiable to assess State performance and compare it with other States.
Our greatest concern involves the subjective judgments made by
Federal surveyors in comparison surveys. HCFA has spent many
years and millions of dollars developing a system of quality indicators for nursing homes to be able to compare one nursing home
with another. A similar effort should be undertaken to evaluate
and compare States nationally.
A revised States Operations Manual transmittal on State performance standards and sanctions is soon to be released. The parts
of the policy related to survey activity rely heavily on Federal surveyor judgment of State surveyors' performance and lend themselves to subjectivity.
States are concerned about a GAO recommendation that HCFA
return to doing primarily comparison surveys. Historically, this
process has proven to be flawed, primarily because there are too
many factors that influence differences between surveys when they
are done at different times, using different resident samples.
Second, there are vast differences in how the survey and certification program is administered from region to region. There are
marked difference in the philosophy toward the States from one regional office to another that will certainly affect how oversight and
sanctions are administered.
For example, the Kansas City regional office has a reputation for
being collaborative in its relationship with the States in its region.
Unfortunately, other States report that their regional office communicates poorly with them and that there exists a more adversarial relationship.
Nursing home enforcement is one example of an area where
there are significant variations in how the program is administered. One example is the termination of nursing homes with low-
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level deficiencies from the Medicaid and Medicare programs. Current regulations require that if a nursing home does not come into
substantial compliance within 6 months, it must be terminated
from the program. Regional offices and States have found many innovative ways to avoid terminating nursing homes with less serious deficiencies because they believe the residents are the ones ultimately being harmed. Reported ways include ending one survey
cycle and starting another, extending termination dates, and requiring States to do multiple follow-up visits. Other ways include
allowing the facility to fix the problem while the surveyors are onsite, or changing the scope and severity of the deficiency.
The third area is that of resources. Although we appreciate
HCFA's attempt to obtain additional funds from the States, individual States and AHFSA have made it very clear that until funds
become available, positions set up and staff hired and trained,
States do not presently have the resources to meet all of HCFA's
mandates. This is of critical importance because the draft SOM
issuance sets out performance standards that are not being met at
the present time.
New performance standards relate to the 12-month survey average and complaints. Very few States will be able to meet both a
12-month survey average and investigate the ever-increasing number of complaints in a reasonable timeframe. For example, nursing
home complaints have doubled in my home State of North Carolina
in the last year.
In the face of continuing additional workload mandates, States
are faced with making individual decisions as to what work to do
and what work to leave undone. Sanctioning States for not meeting
performance standards for which HCFA is not providing the resources is unreasonable.
In closing, I would like to say that until HCFA provides adequate
resources, clear guidance, and uniform application of its policies, it
is simply premature to issue a procedure which so clearly threatens
the States with sanctions for shortcomings often beyond their control.
As I have stated before, the States do not object to objective and
legitimate criticism if we do not perform. AHFSA pledges to work
with HCFA in a cooperative fashion to help develop a system that
works.
Thank you, Mr. Chairman, for providing us this opportunity.
The CHAuRMAN. Thank you very much.
[The prepared statement of Mr. White follows:]
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Testimony of
Steve White, Immediate Past President
On behalf of
The Association of Health Facility Survey Agencies
Before the Senate Committee on Aging
November 4, 1999

Thank you for providing this opportunity for the Association of Health Facility
Survey Agencies (AHFSA) to participate in this hearing. I am Steve White,
Immediate Past President of the Association. AHFSA represents the leaders of
state survey agencies across the country. We were established in 1970 to provide a
forun for state directors to share information and to work with HCFA, provider
organizations, advocates and others to promote quality health care in a variety of
health care settings. We continue to believe that surveillance and enforcement
activities are the most important and effective means by which the federal and state
governments can assure quality health care for beneficiaries. Over the last three
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years and especially since the unveiling of the President's Initiatives for Nursing
Homes the relationship between HCFA and the states has changed. HCFA has
moved from a model of total quality management, emphasizing partnership and
collaboration with the states in developing improvement strategies, to a model
where policies are being developed centrally and with some exceptions with little
input from the states. Rhetoric which directs the blame for poor nursing home care
to the states has been unfortunate and unfair. This situation is best illustrated by the
announcement of the President's Initiatives and complaint initiative. These were
centrally-developed HCFA initiatives finalized and announced without prior state
input or knowledge and without first considering and securing the resources
necessary to implement them . In prior testimony to this Committee, the
Association provided summary information demonstrating the continued untenable
position the states are facing in trying to meet ever-increasing workload
expectations in the absence of commensurate funding increases over the last
decade. The states are simply not able to carry out all of HCFA's expectations
within existing resources. Although HCFA has been made acutely aware of this
fact and has worked to secure additional funding that may be available in the
future, they have been unable to adjust national program priorities and have
continued to issue additional directives mandating new program activities. Another
example is a directive to monitor, at least monthly, facilities in chains that have
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filed for bankruptcy protection. In some states this is a significant additional
workload. It is particularly disturbing to the states therefore, that HCFA,
responding to the very real need to strengthen its oversight role, is now
undertaking the development of a state oversight and sanctioning process that
establishes program standards which ignore these very real and conflicting
resource and program priority issues which will prevent many states from meeting
these standards. A revised State Operations Manual (SOM) issuance on state
performance standards and sanctions is soon to be released. We know that even as
HCFA is working on these state performance measures that lack of resources
prevents many states from meeting them. We fully agree that HCFA has every
right to get what they pay for in their contractual arrangement with the states. We
also do not disagree that there should be oversight. Oversight is important and
necessary to insure consistency and direction. We do believe however that any
sanctions levied against states should be fair and consistently applied from region
to region. They should be based upon consistent objective and valid data that is
applied uniformly from region to region. HCFA has spent many years and many
millions of dollars developing quality indicators for nursing homes that can be
used to compare one nursing home with another. These indicators have been
developed by professional researchers, validated and tested for reliability. No
system presently exists that can identify differences between states and make valid
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comparisons. There are many issues related to this new policy. This policy can be
used to penalize states for simply disagreeing with HCFA on the level or scope of a
problem, often a professional disagreement between federal and state surveyors.
One section allows the regional offices to recover money from the states if there is
disagreement over whether conditions in a nursing home constitute immediate
jeopardy for the residents. The guidelines for immediate jeopardy are vague at best
and two professionals can disagree over whether food temperatures, restraints, hot
water temperatures or many other things constitute immediate jeopardy. If the state
determines that immediate jeopardy exists or does not exist and the regional office
disagrees then sanctions can be levied. Another section allows for sanctions against
a state if there is a 20% disagreement in deficiencies cited between the regional
office and a state regarding survey results over time. The assumption that the
regional office is always correct is inaccurate. States have highly qualified and
competent survey staff who are at least as qualified as regional office staff. In most
cases with the number of surveys they do each year state survey staff are more
experienced. State staff have always had the responsibility to cite deficient
practices that are sustainable and defensible in an informal dispute resolution,
administrative hearing process and court of law. Federal surveyors are not subject
to this same legitimate challenge on a routine basis. Another issue relates to a
state's ability to challenge differences between the regional office and the state.
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HCFA has allowed a mechanism to contest findings only when sanctions are
imposed. With a 20% disagreement threshold all surveys could lead to sanctions at
a later date based upon cumulative survey data. AHFSA has repeatedly requested
that states be notified in writing immediately of any problems that might lead to
later sanctions in order to correct weaknesses in the survey process or challenge the
findings. The new SOM issuance also includes performance standards that states
must meet. At present HCFA is not providing the resources to meet all of these
standards. Two performance standards are that states must perform all surveys
within fifteen months and maintain a twelve month survey average and that states
must perform complaint visits according to HCFA policy. HCFA knows quite well
that the 12 month average is slipping nationally. While the states support the
complaint policy and believe in many cases that complaints should be prioritized
ahead of standard surveys once again many states do not have the resources to
meet these time frames. Few states in reality have the resources to meet both of
these performance criteria and those that do often have significant state resources
that are supplementing their activities. HCFA has been told repeatedly by AHFSA
that resources are not available to perform all of the work HCFA is requiring of the
states but has been unable to get guidance as to how the work should be prioritized.
To include performance standards that HCFA is not providing the resources to
meet and then threatening to sanction the states for not meeting them is not
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reasonable. An important and compounding factor in the states' concern about the
proposed oversight/sanction process is the historical and ongoing pattern of
inconsistency in how HCFA's regulations and guidelines are interpreted from
region to region. I want to take a few minutes and note some of the differences.
The first and most obvious difference is the difference in philosophy from regional
office to regional office and even within consortiums. For example the Kansas City
regional office has a reputation of being responsive and supportive. They work
towards a relationship that includes collaboration and partnership with the states in
their region. They provide feedback after federal surveys and request input from
the states on how to solve difficult issues. Other regional offices are on the other
end of the continuum. They have provided little ongoing feedback after federal
monitoring surveys and have a more regulatory mentality towards the states.
Regional offices are also inconsistent in the way enforcement is handled. One
example is the termination of nursing homes from the medicaid and medicare
program with low level deficiencies. Advocates, providers and most states havecome to believe that terminating a nursing home with isolated deficiencies that
constitute no actual harm to the resident is not the best solution. Current
regulations require that if a nursing home does not come into substantial
compliance within 6 months then it must be terminated from the medicare and
medicaid program. Regional offices and states in these situations have found many
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innovative ways to avoid terminating nursing homes with only less serious
deficiencies because they do not believe the punishment fits the crime. Reported
ways include regional offices ending one survey cycle and starting another one,
extending the termination date, or requiring the states to do multiple follow up
visits until the facility is finally back in compliance. Other ways include allowing
the facility to fix the problem while the surveyors are still on site, cite the
deficiency and note in the report that it has been fixed on site or simply change the
scope and severity of the deficiency. States can bring the facility back into
compliance by not citing additional deficiencies or recommend the termination of
the facility. A similar example is the case where a nursing home has corrected all
deficiencies that were cited on the original survey by the time of the follow up visit
but have other deficiencies. Some regional offices and even states within regions
start a new enforcement cycle while others continue towards termination. Some
regional offices are very responsive in processing enforcement cases while others
do not meet timeframes. There are also marked differences in the way state
budgets are handled. The allocation process of money to the states is both
confusing and inequitable. Factors such as the amount of state share, indirect cost
rates and other factors lead to wide variations in the amount of money different
states have available to them. Some regional offices have full time budget positions
that scrutinize and micromanage the states budget process and expenditures
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throughout the year. Others simply allocate the money to the states and monitor
their expenditures through quarterly reports, leaving most ofthe accountability up
to the states. Regional offices give the states widely varying latitude in
administering their programs. For example the San Francisco regional office has
allowed states and has sometimes participated in trying new and innovative
approaches often beneficial to the states while some of the other regional offices
are very rigid and don't allow states to deviate from HCFA policies. There are also
differences from regional office to regional office on such things as defining what
a home health branch office and sub unit are, how bed changes are handled as well .
as many other things. The federal monitoring survey process is an area where there
is a great deal ofconcern by the states. Even though HCFA central office has
required the regional offices to provide clear, concise and timely feedback to the
states the variation in what states are receiving is remarkable. Some regional
offices like Kansas City are assuring that states receive clear concise written
feedback after every survey (as it should be) while other regional offices are
providing little feedback at all. Those states that are not getting appropriate
feedback cannot correct problems that exist if they are not aware of what the
problems are. Although we have not seen the GAO report we have heard that there
is a recommendation that HCFA return to doing primarily comparison surveys as
the monitoring mechanism of choice. Most states would be opposed to this
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approach because historically it has not worked well. There are too many factors
that influence differences between surveys when they are done at different times.
Factors include different resident samples, change in conditions in nursing homes,
and different survey team compositions staying different lengths of time and
emphasizing different parts of the process. If the intent of the monitoring process is
to evaluate state surveyor competency and ability to follow a standardized survey
process, then concurrent monitoring represents a more rational approach. Most
states have come to believe that limited resources in the survey process should be
redirected to where the problems exist. Ideally resources would be available to
survey all nursing homes not only on a 12 month average but more ofcn,

investigate all complaints within 10 days, monitor financially troubled facilities
and do quality follow ups (as many as necessary). The current reality however is
limited resources. With the availability of quality indicator data, we believe the
process can be reevaluated within statutory parameters and through creative HCFA
policy initiatives allow the flexibility to put limited resources where problems
exist. This will result in less predictability in the survey process, improved
responsiveness to complaints and our ultimate customer the resident and residents'
family members. We would like to work with HCFA and other interested parties to
develop workable policy initiatives. In closing, I would like to say that, until
HCFA provides adequate resources, clear guidance and uniform application of its
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policies across regions, it is simply premature to issue a procedure which so clearly
threatens the states with sanctions for shortcomings often beyond their control. As
I have stated before, the states do not object to objective and legitimate criticism if
we do not perform and AHFSA pledges to work with HCFA in a cooperative
fashion to help develop a system that works. Thank you for the opportunity to
testify today on this important issue.
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The CHAIRMAN. Mr. Hash.
STATEMENT OF MICHAEL HASH, DEPUTY ADMINISTRATOR,
HEALTH CARE FINANCING ADMINISTRATION, U.S. DEPART.
MENT OF HEALTH AND HUMAN SERVICES, WASHINGTON, DC
Mr. HASH. Chairman Grassley, Senator Breaux and other members of the committee, we want to thank you for inviting us to dis-

cuss our efforts to improve oversight and quality of care for America's nursing home residents.
We have been aggressively working to improve protections for
nursing home residents since 1995 when the Clinton administration began enforcing the toughest nursing home regulations ever.
This effort, along with the committee's support and the GAO's continued involvement, has helped to sharpen our focus.
We agree that enhanced oversight of State surveyors is critical
for improving the effectiveness of the survey process and quality of
care. We are already addressing many of the issues raised by the
GAO.
We are also working to increase consistency, cooperation, and
communication among our regional offices. We continue to refine
our protocol for Federal oversight of State surveyors. We have held
training conferences and satellite broadcasts for Fede-ral survevors.
We are developing measurable and reportable performance standards for State survey agencies, including definitions of inadequate
performance and a listing of sanctions and remedies available
under current law, which we will complete within the next 90 days.
We will redirect the State Agency Quality Improvement Program,
or SAQIP, to be a consistent national program directly tied to these
measurable performance standards.
While we know we have much left to do, we are making solid
progress, and I think we are beginning to see evidence that our
Nursing Home Initiative is having an impact. We have been greatly aided in our efforts by this committee and particularly by your
leadership, Mr. Chairman, in helping us secure the needed funding
to carry this forward.
We agree with the GAO that comparative surveys have an important role in our oversight efforts. They do find more deficiencies
that are missed by State surveyors. Observational surveys, however, also play an important role in enabling us to directly observe
and evaluate State surveyors' work and assess how and why they
may have failed to identify problems.
We believe the most prudent approach, at this point, is one that
includes both types of surveys, and we are closely reviewing this
to determine the appropriate balance. We are also working to improve our own Federal responsibilities. We are shortening the time
between State surveys and comparative surveys. The law now allows up to 60 days, but the current average of comparative surveys
is 30 days. By the end of the year, we will direct our staff to initiate all comparative surveys within 2 to 4 weeks of the State surveys, and we are directing the Federal survey teams to focus on facilities found to be deficiency-free on State agency surveys.
We are also working to provide State surveyors with faster feedback from our observational surveys and have directed all of our
regional offices to report to State survey agency directors on a
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monthly basis any errors, omissions, or findings that are identified.
By the end of this month, we expect to have a national standard
reporting form as well as standard timeframes for providing feedback to State surveyors and State survey agency heads.
We are working diligently to develop a better data system for reporting and tracking the findings of these oversight surveys.
We are also reviewing procedures and expanding the scope of our
observational surveys. We have made clear to our State and Federal surveyors that the Federal surveyors can and should provide
guidance to State surveyors during this type of survey. And we
have training underway to help our surveyors improve the quality
of their oversight efforts.
We are continuing to review procedures for selecting which State
surveys to observe to ensure that we have a standard selection
process nationwide. We also are taking concrete steps to improve
our regional offices' oversight. We have developed performance
measures for our regions to use more consistently in their evaluation of State agency performance. We have developed a cross-regional survey team made up of regional office employees who will
survey facilities outside their own regions, and we have undertaken
a nationwide information-sharing effort to ensure that the solutions
to particular problems occurring in one region are shared with all
regions.
In conclusion, Mr. Chairman, I want to stress our serious concern about the adverse impact on nursing home residents that
would result from the FY 2000 appropriation bill now under consideration. The decrease from our request would force us to cancel the
expansion of all Nursing Home Initiative activities planned for FY
2000 and further weaken our ability to sustain an effective oversight effort. We need your help in continuing to move forward.
Mr. Chairman, I think we are making solid progress in improving the quality of care and oversight in America's nursing homes.
We agree that consistency in this effort is essential, and we are
committed to consistency among our regional offices, clear guidance, better data systems, and measurable performance standards
nationwide.
I want to thank you again for holding this hearing, and I would
be happy to answer any questions that you or other members of the
committee may have.
[The prepared statement of Mr. Hash follows:]
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Chairman Grassley, Senator Breaux, distinguished Committee members, thank you for
inviting me to discuss our efforts to improve oversight and quality of carc for Amenca's
1.6 million nursing home residents. I would also like to thank the General Accounting
Office (GAO) for its continued involvement and evaluation, and for its recognition of our
progress and commitment.

We have been aggressively working to improve protections for vulnerable nursing home
residents since 199S, when the Clinton Administration began enforcing the toughest
nursing home regulations ever. This and earlier GAO reports help to sharpen our focus
in these efforts. We agree with the GAO that enhanced oversight of State surveyors is
critical for improving the quality of care in our nation's 17,000 nursing homes. And we
are already addressing many of the specific issues raised in this GAO report.
*

We are working to increase consistency, cooperation, and communication among our
regional offices.

* We continue to refine protocols for federal oversight of State surveyors.
* We have held training conferences and satellite broadcasts for federal surveyors.
*

*

We are developing measurable and reportable performance standards for State survey
agencies, including definitions ofinadequate performance and a listing of sanctions
and remedies available under current law, which we will complete within 90 days.
And we will redirect the State Agency Quality Improvement Program to be a
consistent national program directly tied to these measurable performance standards.
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While we hale much left to do. we are beginning it) see evidence that our nursing home
initiative is having an impact. The number ot violations identified per survey increased
from 4.8 in the year preceding the initiative to 5.5 in the year since it began. The number
of violations with actual harm or immediate jeopardy to resident health and safety
identified per survey increased from 0.65 to 0.73. And the number of facilities
terminated for violation of health and safety standards increased from 39 to 45.
We have been greatly aided in our efforts to improve protections for nursing home
residents by the assistance of this Committee, and particularly by your leadership.
Chairman Grassley. in helping us secure needed funding. We know you appreciate the
challenge of implementing the 30 distinct. often complicated. and interrelated provisions
we are working to implement. The tasks require dozens of agencies and thousands of
individuals across the country to literally and substantially change the way they conduct
their business. We are committed to taking all these, and any additional, actions that will
help build upon our efforts. By continuing to work with you, the GAO, States, advocates
and providers, we will together put an end to the intolerable situations that have caused
ihiS ilubi

vulnerable population to needlessly sutter.

I must stress, however, our great concern about the adverse impact on nursing home
residents that would result from budget proposals now under consideration. A $15
million decrease from our current survey and certification budget would force us to
cancel the expansion of all nursing home initiative activities planned for 2000. A $4.6
million decrease in our administrative budget would further weaken our ability to conduct
oversight and thwart efforts to ensure continued quality care for residents in nursing
homes facing financial d;fficulties. A $9.5 mrcdiiiudecrease in the Generai Departmental
Management account would eliminate all resources needed to handle increased litigation
and appeals resulting from the imposition of more nursing home sanctions. Additional
across-the-board funding cuts would further reverse the progress we have made and
endanger vulnerable nursing home residents.
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BACKGROUND
Protecting nursing home residents is a priority fir this Administration and our Agency.
We are committed to working with States. which have the primary responsibility for
conducting inspections and protecting resident satety. Thiough the Medicare and
Medicaid programs, the federal government provides funding to the States to conduct
on-site inspections of nursing homes participating in Medicare and Medicaid and to
recommend sanctions against those homes that violate health and safety rules.
In 1995, the Clinton Administration began enforcing the nation's toughest-eser nursing
home regulations. These regulations brought about measurable improvement, as
documented in our 1998 Report to Congress. However. that report and investigations by
the GAO made clear that more needed to be done. President Clinton therefore announced
a major new initiative to increase protections for vulnerable nursing home residents and
to crack down on problem providers.

NURSING HOME INITIATIVE PROGRESS
We have made substantial progress in implementing many facets of this initiative.
* We published new protocols for conducting nursing home surveys which specifically
address areas where there have been significant problems, including hydration,
nutntion. and pressure sores. These protocols are vital to guiding and training State
surveyors and will assure a new level of consistency of surveying among the States.
*

We provided training and guidance to States on the President's nursing home
initiative, including enforcement, use of quality indicators in the survey process,
survey tasks in the areas of medication review, pressure sores, dehydration, weight
loss, and abuse prevention.

* We required States to evaluate all complaints alleging actual harm within 10 days.
Last month we issued detailed guidance on how to evaluate and priontize complaints.
Key staff from each of our regional offices will be meeting with State survey agencies
to discuss these guidelines and facilitate sharing of best practices in complaint
management.
* We identified facilities in each State for more frequent inspection and intense
3
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monitoring, based on results of most recent annual inspections and any substantiated
complaints during the previous two years. States have begun monitoring these
facilities more frequently.
* We vigorously encouraged States to impose sanctions on facilities that do not comply
with health and safety regulations.
* We urged States to impose especially close scrutiny and immediate sanctions for
facilities that demonstrate "yo-yo" compliance by fixing problems temporarily, only
to be cited again in subsequent surveys.
* We instructed States to stagger surveys and conduct a set amount on weekends, early
momings, and evenings.
* We required States to revisit facilities in person to confirm that violations have been
corrected before lifting sanctions.
* We issued regulations that enable States to impose civil money penalties for each
serious incident.
* We have been working with the Department of Justice to improve referral for
pteniial piusecution of egregious cases in which residents have been harmed.
* And we are testing an abuse intervention campaign in 10 States, with posters and
other printed messages in nursing homes to inform residents and families about the
signs of abuse and how to report it.

We also are taking steps to protect residents in facilities that may be experiencing
financial or other difficulties from any disruptions or dislocations. We have made clear
that filing for Chapter II bankruptcy dnes not diminid, a fLc!ity's responsibility to
provide residents with high quality care and a good quality of life. We issued
monitoring protocols designed to help State surveyors and ombudsmen uncover early
warning signals that might indicate the possibility that a facility in financial difficulty
will fail to continue providing quality care to residents. And we developed a
management contingency plan spelling out responsibilities of State and federal
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govemmcnts so we can respond quickly and effectively if a lacility's financial situation
places resident health or safety at risk.

To improve consistency in how these efforts are implemented across the country. we
have established a workgroup that includes key central and regional office staff This
workgroup is promoting clear and consistent communication among all involved staff
And it is specifically addressing areas where inconsistencies have been identified.

COMPARATIVE vs. OBSERVATIONAL SURVEYS
We agree with the GAO that comparative surveys, in which federat surveyors conduct a
completely separate review and compare results to those of a State survey of agiven
facility, have an important role in our oversight efforts. Comparative surveys do find
more deficiencies missed by State surveyors.

Observational surveys, on the other hand, in which federal surveyors accompany State
surveys to review their performance, also have an important role. They enable us to
directly evaluate State surveyors' work and assess how and why they may have failed to
identify problems. Our protocol for oversight surveys provides a measurement tool to
assure consistent assessment of a broad range of results and functions, including:
*

surveyor skill at investigation, data analysis, decision making, professionalism,
interviewing techniques, and general communication ability;

*

whether surveyors appropriately determine the scope and severity of problems;

*

whether surveyors properly documented problems;

*

how promptly problems are reported to the facility being surveyed;

*

how well States use informal dispute resolution;

*

quality assurance review by surveyors' supervisors; and

*

adherence to federal survey policies and protocols.

We believe that the most prudent approach at this time is one that includes both
comparative and observational surveys. We are reviewing this issue to determine the
appropriate balance between the two and the budget implications of any changes.
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In the meantime. wveare shortening the time between State surveys and comparative
surveys. The law allows up mt 60 days. but the current average now is 30 days. By the
end ofthe year. we will direct our staffto initiate all comparative surveys within two to
four weeks of State surveys. We also are directing Federal survey teams to focus
comparative surveys on facilities that were found to be deficiency free on the State
survey. (There are several reasons why we need to wait two weeks to start a
comparative survey. For example, State surveyors have 10 days to notify a facility of any
identified deficiencies. and these notifications are among the things evaluated in a
comparative survey.)
We are working to provide State surveyors with faster feedback on findings from our
observational surveys. In August, we directed all our regional offices to report to State
survey agency directors at least once a month on survey process errors, omissions, and
findings identified in observational surveys. And we expect to complete development of
anational standard reporting form, as well as standard time frames. for providing
feedback to State surveyors by the end of this month.
of the same residc-nts
Wc also arc work-ing to cnisurce that our surveyor mitervie-w somne
interviewed by State surveyors. This is being done as we revise the 'sampling'
procedure for choosing which residents are included in the federal sample. We expect to
implement this revised sampling procedure by the end of the year.
For observational surveys, we are working diligently to develop a better data system for
reporting and tracking findings. We expect to complete it yet this month, and have
scheduled training on its use for our staff in December. The current system was
developed onnsn em

Msyste..
gg1y bais as an intenn

in

meet niinimum needs. The

improved system will include powerful and easy-to-use query and report-generating
functions.
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We also are reviewing procedures and expanding the scope of'our oversight surveys in an
etort to bh more consistent. etfcctive, and constructive. As olf August, our staffhasc
been instructed to include sccrtal additional tasks, including offtsitc preparation and
additional analyses for each survey.

We have made clear to our surveyors that they can

and should provide guidance to State surveyors during observational surveys. Over the
past year, most of our surveyors have been observing State surveyors perform more than
the minimum number of survey tasks that they are required to observe in order to
improve the overall quality and comprehensiveness of oversight surveys. We have
ongoing training underway to help our surveyors improve the quality of their oversight
efforts. We are continuing to review procedures for selecting which State surveys to
observe to look for ways to ensure an appropriate and standard selection process
nationwide. And we will take other appropriate steps to improve national consistency as
quickly as possible.

STATE ACCOUNTABILITY
We agree with the GAO's assessment of the parameters of our ability to ensure State
survey agency accountability. Given these limits, the most critical factor for assuring
State accountability is to establish definitive and measurable standards for the quality of
surveys.

We have been working with State agencies to establish definitive, measurable, and
reportable performance standards. We expect to complete them by the end of this year
and to then use them as the basis for holding States accountable. For example, these
standards will address:
* the timeliness of surveys;
* the timeliness of adherence to enforcement procedures;
* expenditure of funds; and
* adherence to survey policies and protocols.

There will be minimum criteria for each performance standard. We will provide
standardized instructions for our regional office staffon how to evaluate whether a State
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is meeting these criteria. And we wvillinclude definitions of inadequate performance and
a listing ot'sanctions and remedies available under current law.

Once these standards are in place and States fully understand how they are being held
accountable, we will redirect our State Agency Quality Improvement Program so that it is
consistent nationwide and tied directly to these measurable and reportable performance
standards. We will work with States that fail to meet the standards, using the appropriate
remedy or sanction to help them improve when necessary. We also will evaluate the
etTectiveness of currently available sanctions, and explore alternative options for
rewarding or sanctioning States based on their performance according to these
measurable and reportable performance standards.

CONCLUSION
We continue to make solid progress in improving the quality of care and oversight in
America's nursing homes. We agree that consistency in this effort is essential, and we
are committed to consistency among our regional offices, clear guidance, better data
systems, and measurable performance standards nationwide. This latest GAO report will
once again help us to target and refine our efforts. I thank you again for holding this
hearing, and I am happy to answer your questions.
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The CHAIRMAN. We will have 5-minute rounds for questioning,
and when we get to Senator Bryan, if he would like some additional time for an opening comment, which we missed, I would be
glad to give him that extra time.
Before I ask my first question, Mr. Hash, your response is very
positive and upbeat, and we welcome that. I guess, since we are
often critical of HCFA, we ought to say that your department committed itself to working with the staff and members of this committee on regular updates and our critical analysis of what you are
doing, our ability to ask questions, our ability to criticize and keep
dialog open, I think is very essential, so I thank you for doing that,
because process is very important if there is going to be change in
substance.
I will start with Dr. Scanlon. Your report indicates that HCFA
requires only one or two comparative surveys per year in the vast
majority of States and only three in the largest States, yet it seems
that the comparative surveys have the most potential to adequately
evaluate the performance of State survey agencies. Why has HCFA
done so few of them from your study? And then I will ask Mr. Hash
to respond or react to your response.
Mr. SCANLON. Mr. Chairman, a number of concerns have been
raised about comparative surveys. We strongly believe that comparative surveys do provide the objective benchmark for measuring
State agency performance.
The concerns which have been raised center on both the question
of timing and the question of cost or burden. In terms of timing,
there has been a lag between the time when the original State survey occurred and when the comparative survey occurs. As Mr.
Hash indicated, they are required to occur within 60 days, and they
generally occur within an average of 30 days. But there are questions of whether care in the nursing home has changed in that interval and whether or not you are getting an accurately picture
from the comparative survey. We believe that that timeframe can
be shortened, as Mr. Hash has indicated HCFA will do, so we can
try to reduce that problem.
The second timing issue is one of giving feedback to State surveyors. If a comparative survey is done 2 months later, then when
the State surveyors are later presented the results, they will not
be able to relate strongly to what the findings of the comparative
survey are.
The burden issues for nursing homes relates to the fact that after
one survey done by State surveyors, Federal surveyors are immediately there, asking the home to go through the process again. For
HCFA, the burden is due to the fact that comparative surveys involve more resources on the part of HCFA.
The CHAIRMAN. Mr. Hash, you have already indicated that you
would mandate that these be done within 2 to 4 weeks, and you
have also spoken very positively of comparative surveys. So maybe
you could respond to the same question that I asked Dr. Scanlon.
Mr. HASH. Yes, Mr. Chairman. I think Dr. Scanlon actually identified the issue here. As I said in my statement, we are trying to
strike the right balance between observational surveys where we
accompany the State survey agency team and have an opportunity
to directly observe and comment and train, in effect, the State sur-
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vey team, as compared to the independent comparative survey that
takes place subsequent to a State agency survey.
We have committed ourselves to reduce the timeframe for those
comparative surveys to within 2 to 4 weeks of the state survey. It
is important, I think, to note, Mr. Chairman, that that timeframe
to some degree is important because we need the benefit of the
State agency survey experience before we go back in. For example,
we want to make sure that we are looking at the same set of nursing home residents, the same cases that the state evaluated during
their survey. So there has to be at least some period of time after
the completion of a State survey before the comparative survey
could commence.
But I think the issue of feedback back on the results of comparative surveys to the State agency is an important one, and we are
instituting a regular reporting requirement for our regional offices
to ensure they report to the State survey agencies on a monthly
basis.
The CHAIuRAN. Now, Dr. Scanlon, I think it would be good if I
could have you react to that in the sense that you have heard how
he is responding to your recommendations and how he interprets
them. How do you think, if it happens as he says, that will meet
your recommendations?
Mr. SCANLON. In terms of shortening the length of time between
the surveys, we. agree that the steps that HCFA is taking are very
positive. We can also, though, suggest that in doing the comparative surveys, there is a question of whether we are asking HCFA
to do too much. -In terms of measuring the quality of the home and
comparing that in the aggregate to what the State surveyors have
found, it is potentially not essential that the entire sample of residents be the same in both surveys., Therefore, the timeframe could
be shortened even further if one could use an independent sample.
It is also potentially feasible that the information about the
state's resident sample could be expedited in the process so that
the survey timeframe could be shorter.
With respect to the balance between the two surveys, we agree
that maintaining both kinds of surveys is important. I would follow
up on Senator Breaux's point about targeting. To us, the comparative surveys may provide the most valuable information in terms
of where to target HCFA's efforts, and the comparative surveys
may be able to identify the remedies needed to improve poor performance.

The CHAIRMAN. In regard to your suggestion of shortening the
time, is that geared toward having the resources to use comparative surveys more often, or is there another rationale behind that,
from your point of view?

Mr. ScANLoN. Shortening the timeframe unfortunately is not
going to reduce the amount of resources needed, but it will eliminate some of the criticism of comparative surveys, that is that they
are measuring a nursing home providing care at two very different
points in time, and therefore, discrepancies between the two surveys are attributable to that difference in time, not to differences
in the quality of the measurement on the part of the State surveyors.
The CHAIRMAN. Senator Breaux.
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Senator BREAUX. Mr. Scanlon, is the problem of your investigation one of not enough inspection of the nursing homes, or the fact
that the inspections are inadequate in themselves-or a combination?
Mr. SCANLON. In terms of the number of inspections, there is the
annual survey that is done by the State, and in some respects, as
a comprehensive survey, that has been our focus. We get to see
how well an annual survey that is implemented effectively would
work.
We know from the work that we did earlier that there are not
enough complaint investigations; that serious complaints were
being backlogged and were not being investigated in what anyone
would consider a timely fashion.
From the Federal perspective, we can definitely say that there
are too few resources going into Federal surveys in the sense that
when you have only between one and three surveys done per State
each year, you really cannot have any type of valid indicator of the
quality of the efforts of that State survey agency.
Senator BREAux. We have, what, 17,000 or so nursing homes.
How many of them are annually inspected?
Mr. HASH. Every one of them, Senator.
Senator BREAUX. Once a year?
Mr. HASH. Yes, sir.
Senator BREAUX. Who can tell me about the training that those
inspectors receive? Mr. White, is that your area?
Mr. WHITE. I can certainly tell you about it. Most States put surveyors initially through an orientation period, which in my State
is fairly intense-2 weeks of in-office training, and then we do a
preceptorship for about 7 more weeks where they go out with different disciplines, follow them and observe what they do. They also
get a week's training in Baltimore by the central office at the end
of about a 6-month period. And then, at the State level, there is
ongoing in-services that go on.
Senator BREAUX. So by the time someone walks into a State office and fills out an application to be a State inspector to the time
he or she is doing inspections would be how long?
Mr. WHITE. About 7 weeks, but there is an extenuating circumstance. They must pass what is called the SEMQT test, which
is a HCFA-mandated test, before they can independently inspect.
That means that until they pass that test, which is at about 6
months, they must have someone review their work. They cannot
sign off on their own work.
Senator BREAUX. And the guidelines that they must follow in
doing the inspections are State guidelines, regional, HCFA guidelines, or what?
Mr. WHITE. The guidelines are primarily Federal. They are
HCFA guidelines that come out in the State Operations Manual.
Senator BREAUX. How much difference, Mr. Hash, is there in the
inspection requirements from region to region, in the 10 regions?
Mr. HASH. As Mr. White just indicated, we have a standard operations manual, so those guidelines are uniform across the country
and across regions. It is fair to say, Senator Breaux, that both we
and the GAO have determined that the application of the survey
guidelines has certainly not always been consistent across regions
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and across States, and that is clearly one of our objectives in putting into place a much more uniform protocol for the conduct of
State surveys and a uniform protocol for our regional offices to conduct oversight surveys as well.
So we think it is important to bring more consistency both at the
State survey level, in terms of how they do a survey, as well as
how we oversee and evaluate the State agency surveys.
Senator BREAUX. Why or how did we decide to use the States as
inspectors of nursing homes? Why didn't we just contract out with
inspectors to do this work for the Medicare program?
Mr. HASH. I am not sure I have the historical answer for you,
Senator Breaux, except that I assume that even before the existence of the Medicare and Medicaid programs, States as licensing
authorities for nursing facilities, had inspection systems and State
employees who conducted those kinds of inspections to determine
that facilities were meeting licensure requirements. And I think
that when the program was enacted in 1965, Congress took note
of that and made a provision for us to contract with State agencies
to carry out the enforcement of Federal requirements under Medicare and Medicaid.
Senator BREAUX. Have we considered contracting out the inspection program? If we are going to have national standards, why
shouldn't we have national inspectors who answer directly to a central office?
Mr. HASH. It has been our view that it is important to work and
establish a strong State surveyor approach to enforcement of nursing home standards, and we believe that the State agency process,
in combination with us, is the best means for assuring quality of
care and enforcement of Federal standards.
Senator BREAUX. Do we do that with hospitals?
Mr. HASH. No, sir. The Medicare statute requires the recognition
of private accreditation bodies in lieu of the State survey agency.
Not all hospitals elect the private accreditation, and if they do not,
they will be surveyed by the same State survey agency.
Senator BREAUX. That is why I asked the question. I do not understand why, if you are a hospital, we inspect one way, and if you
are a nursing home, we inspect another way. Do we inspect home
health care? Probably not.
Mr. HASH. Yes, sir, we do.
Senator BREAUX. How do we do that?

Mr. HASH. That is a combination of certification either through
our auspices, or we recognize a couple of private home health accreditation programs.
Senator BREAUX. It sounds like we run the inspection program
differently each time, depending on who we are inspecting.
Mr. HASH. Well, much of that is driven by provisions in the law,
Senator.
Senator BREAUX. Wouldn't it be better to have one, single way
of inspecting the programs that Medicare has a responsibility for
and do it all the same way?
Mr. HASH. I think consistency is important, and that is obviously
what we are trying to achieve here with nursing home enforcement. There have been reviews-and Dr. Scanlon may be in a better position to comment on this-of private accreditation in the
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hospital community. Our HHS Inspector General recently did one,
with respect to the Joint Commission on Accreditation for Hospitals, and found inconsistencies and inadequacies in that area as
well.
So, I do not think we have found a panacea for inspections that
will give us confidence that there does not need to be careful and
conscious oversight on a rigorous basis.
Senator BREAux. Could I just ask Mr. Scanlon to comment on
that?
Mr. SCANLON. Yes, Senator Breaux. In the work that has been
done on accreditation, one thing we need to keep in mind is that
accreditation would not necessarily create a uniform situation, because HCFA has used different bodies to accredit different types of
providers. In each instance, they have had to find a body that deals
with that type of provider and then be assured that its accreditation standards will be able to assure that there is compliance with
the Medicare conditions of participation which are part of the statute.
In the case of nursing homes, as Mr. Hash has indicated, there
have been studies done that have suggested that the accreditation
standards for nursing homes do not comport presently with the
Medicare or Medicaid conditions of participation. While that is
something that could be fixed, there is still another issue which I
think was brought out well in the Inspector General's report, that
in comparing hospitals and nursing homes, the Inspector General
noted that we are dealing with very different situations. In hospitals, we are dealing with a world in which there is an incredible
amount of physician involvement, there is an incredible amount of
family involvement on a daily basis, and people are there for the
short term. In nursing homes, we are dealing with institutions
which have much less professional involvement on the part of outside physicians and much less involvement on the part of families.
And while we are relatively comfortable with the quality of care in
hospitals, as the hearings of this Committee have demonstrated,
we are not comfortable with the care in a significant minority of
nursing homes. Until we become comfortable with that care and
feel that we have established a floor of minimal acceptable quality
of care, perhaps a strong regulatory approach which the current
system involves makes the most sense for nursing homes.
Senator BREAUX. Thank you.
Thank you, Mr. Chairman.
The CHAIAN. Senator Wyden.
Senator WYDEN. Thank you, Mr. Chairman.
Mike, I hope you will allow me to be skeptical for a minute, because I know that you are a dedicated and thoughtful public servant, but these issues were being debated when I was a public member of the Oregon Board of Nursing Home Examiners and I was director of the Gray Panthers, literally 20 years ago. OBRA-87 is
supposed to have solved a lot of these problems. Now we have this
sort of crazy quilt of consistent practices which is almost incoherent. I do not know what, on the basis of this GAO report, we could
say to a family member or a parent who is trying to make sense
of these surveys. I do not think they would know where to turn,
and I am really very concerned about where we are headed.
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The budget cuts are going to make it tougher for you. I think
maybe one thing that would be helpful that we have not gotten this
morning is your sense of how much it would cost to do these comparative surveys. I gather it is something that you want to look at,
the industry is willing to look at. How much would it cost to do
these comparative surveys?
Mr. HASH. I would be happy to get you a figure on the average
cost of comparative surveys. It is a complete and full replication of
the State surveys, and it is done by Federal surveyors, so it does
require a very significant amount of our resources. There is no
question about that.
We actually asked for an increase of $60 million for this fiscal
year in our appropriation to help increase our resources for these
kinds of surveys, as well as other kinds of activities like the complaint surveys, which have been referred to as needing to be addressed on a more real-time basis.
Each comparative survey costs approximately $8057.00. This estimate is based on data from 1999, during which we completed 93
comparative surveys. These surveys took approximately 15,710
hours to complete representing a total Federal salary cost of
$578,599. The total travel cost for conducting the surveys, including lodging, food, and transportation, was $170,684.
Senator WY DEN. 'What would you tinik of the idea that, I offere
this morning of creating a watch list? Everybody understands that
we are talking about a relatively small minority of the facilities.
You can debate whether it is 5 percent or 6 percent-people have
different numbers-but why not say that we are going to put those
folks under special scrutiny; say that we have had an ongoing problem with this 5 or 6 percent, and they are going to get heightened,
more rigorous inspections and surveys and scrutiny, and not create
a system that puts 90 percent-all parties, the consumer advocates,
you, and everybody else-does not put them through water torture?
vvnhat

would

you

ULLU.

aboULt the idea

of HCF.A creating a watch

list so we could really zero in with our resources on the people who
are creating the biggest problems?
Mr. HASH. I think it is a great idea, and we have it. We actually
went out, as a part of the President's Nursing Home Initiative, and
identified with the States in each State a minimum number of facilities that had troubled histories in terms of compliance with Federal requirements, and we put them in a special focus category
where, instead of being reviewed annually, they are now reviewed
at least twice a year. We think that that is a great idea, and that
is where we ought to be focusing our resources, and we have already started that.
Senator WYDEN. Well, I follow this pretty closely, and I was
under the impression that you had made some efforts in this area.
Is this watch list available publicly?
Mr. HAsH. Yes, sir.
Senator WYDEN. Good. Well, let us look at trying to make sure
that the resources go in that kind of area, because my sense is that
until we have a system that separates out those kinds of peopleand I have not even heard you speak about this in the times that
we have discussed this in this committee-we are not going to
make the kind of headway we need to.
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The last question I have for you is given the fact that we want
to have flexibility for States, so we don't have a one-size-fits-all sort
of approach, how do you envisage giving States some flexibility and
at the same time trying to straighten out the inconsistencies in the
survey process?
Mr. HASH. I think our efforts, Senator Wyden, to be fair have
been aimed at bringing greater consistency. There has been a great
deal of variability across States, as everyone knows from the work
that this committee has had done for it. What we have done is to
try to bring into the survey process the standard protocol that now
integrates quality measures, things like patient hydration, nutrition, pressure sores, abuse of any kind-these have now been integrated into the survey protocol itself. What we are training the surveyors across the country along with the States, to do a more uniform job in actually applying the States survey instrument and to
make sure that instrument focuses on the important issue, which
is the quality of care and quality of life that the nursing home resident is receiving.
Senator WYDEN. Well, send the committee the information on the
cost of comparative surveys and send to me how I can tell consumers and families how to find what amounts to the HCFA watch list,
because I will tell you this is something of a revelation to me, and
I can guarantee you I sure would have liked to have had that kind
of information in the past.
Mr. HASH. And if I could, Senator Wyden, I want to also mention, because I want to make sure people know about it, that on
our web site, www.Medicare.gov, we have a feature that has been
up since the Spring called "Nursing Home Compare." On that web
site, families and nursing home residents, for that matter, if they
are able, can access information about the current status of nursing
homes around the country, including the most recent Federal survey results. We are receiving very positive feedback from advocates
and from ombudspersons around the country that this kind of comparative information, about the performance of nursing homes, is
extremely important and useful to people in trying toSenator WYDEN. How long does it take to get a survey up on the
web site? In other words, you are saying that you do a survey, and
you get it up on your web site in 3, 4, months?
Mr. HASH. It varies, and we are trying to address that as well.
Some States are very rapid in completing the surveys and getting
them to us, and then we put them immediately up on the web site.
Some States are taking longer. What this "Nursing Home Compare" web site does, though, is indicate very dramatically which
States are lagging in the production of their reports for public consumption and which States are very timely in completing their
nursing home survey reports.
Senator WYDEN. Well, it sure sounds to me like you should have
gotten some of this information to Mr. Scanlon when he was preparing his report, because suffice it to say the picture that you are
painting and the picture in the GAO report do not exactly square.
So now that we have heard the information that you have given
us, it certainly suggests to me that we are making some changes
that I would like to see. And I am going to follow up, and I will
be logging onto your web site in a hurry, you can be sure of that.
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Thank you, Mr. Chairman.
The CHAIMAN. HCFA responded after our hearing in July 2
years ago to our request to have this information put on the web
site so that we would empower the advocates and families to be
able to do a survey of their own before placing a person in a nursing home.
Senator Reed.
Senator REED. Thank you, Mr. Chairman.
Mr. Hash, I just want to ask what I think might be a basic question. In terms of focusing your scarce resources, do you view your
mission as supervising the States or guaranteeing the reliability of
every individual nursing home in the country?
Mr. HASH. I believe it is some of both. Our first obligation is to
do everything we can to ensure the quality of care and quality of
life for the nursing home residents. Obviously, we can only do that
by having an effective State survey process.
Senator REED. Do you think that trying to do both sacrifices
quality in both cases-that you are not effectively supervising the
States, nor do you have the capacity to effectively supervise every
individual nursing home?
Mr. HASH. I think the purpose of the many features of this initiative that we are carrying out is to really do all that we can,
through the resources that we have, to best assure quality of care
and quality of life for nursing home residents. That really depends
on resources working with the States. You are right, we cannot do
the survey ourselves. We could not survey 17,000 nursing homes
annually with the Federal survey team. But with the States, we
.think this is a partnership that can work given proper guidance on
our part and proper supervision.
Senator REED. Well, the report suggests that the data with respect to State performance is so inadequate that you really do not
know what the States are doing-or, that is too conclusiory and
presumptive-jut it is not clear what they are doing, and therefore, that tends to sort of undercut your notion that you are effectively getting the States to do their job.
Mr. HASH. Well, it is fair to say that we have not had a good
data base for measuring the performance of State survey agencies.
That is something that we are putting in place now so that we can
actually have information across the country about deficiencies,
about the status of nursing homes, and information that comes
from the State survey itself. Without having that-you are rightwe did not have a good basis for seeing, across the board, the lack
of consistency that obviously exists.
Senator REED. Let me ask you another question in that regard.
It seems also from the report or from additional information that
you have very limited sanctions against the States even if you discover that they do not inspect well, they do not care about it-even
worse situations. So that once again undercuts your ability to make
the States not your partner, but the lead element in this effort.
Mr. HASH. We are limited, as Dr. Scanlon mentioned in his report, with respect to the kinds of sanctions that we have. But I
think that before we think about new sanctions or different kinds
of sanctions, our effort needs to put into place the kinds of performance measures and clear expectations of what we are going to hold
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the States accountable to before we actually start invoking sanctions against them. And Mr. White actually made that point. It is
important any time you are going to evaluate someone that you
clearly establish what your expectations are and what your guidance is. Then you have objective measures, so that over time you
have a basis to either sustain a sanction or not, depending on the
performance measures that everyone has been put on notice about.
Senator REED. Thank you.
Dr. Scanlon, might you comment on this line of questioning
about the focus between the States and individual nursing homes,
and also the fact that there is very little data to give real insight
into how well the States are performing, and finally, what do you
do if you have data and performance standards and they are not
measuring up?
Mr. SCANLON. Well, with respect to the first, as Mr. Hash indicated quite accurately, the idea of HCFA trying to undertake the
direct survey of all nursing homes themselves is something that is
not really feasible to imagine. We would be talking about a much,
much larger HCFA. But the role that one has to play when one
contracts out for a function does not eliminate the responsibility to
assure that their function is being undertaken well. What we are
seeing today is the issue of the difficulty of overseeing contracts.
We do have in this oversight process a real scarcity of data, and
without those data, we are going to have difficulty in terms of ever
being comfortable that we are getting what we are contracting for.
Having clear expectations, having adequate data in order to impose remedies or to use remedies or sanctions is a critical piece of
making this process more effective.
Now, the sanctions that are on the books are in some respects
very severe and therefore potentially not very usable. We do not
have to necessarily focus on them but focus on how we can work
with the States in a more collaborative way when the information
demonstrates that performance is not adequate, to get the states
performance to improve.
The States have a major stake in this as well as the Federal Government. It is their residents who are in nursing homes; they are
as much concerned, as the Federal Government is about the quality
of care of nursing homes, so that when we have identified the problems, we can be effective in terms of working toward some solution.
Senator REED. Is it fair to say that the emphasis, then, should
be on developing the kind of data, State by State, and promulgating the performance standards so that HCFA's major focus could
be not on the quality of individual nursing homes and providing in
an unsystematic way about individual nursing homes, but actually
making it clear to the States that their job is to ensure the States
are doing their job?
Mr. SCANLON. Ultimately, HCFA's responsibility is to assure that
the State agency is doing its job. Its information about individual
nursing homes is only secondary. The issue is how well is the State
agency doing in reviewing all the homes within the State, because
then we will know where we need to concentrate our resources.
Senator REED. Do you think that HCFA is organized that way
today and focused on that mission today?
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Mr. SCANLON. I think we are very heartened by what Mr. Hash
has indicated in terms of the steps that they have taken since this
Committee has started, as well as since they released their report
a year ago on nursing home oversight, to try to move in the direction and to the point where we need to be in terms of making improvement. We are not there today, but we are moving in the right
direction.
Senator REED. Thank you very much.
Thank you, gentlemen.
Mr. Chairman, thank you.
The CHAIRMAN. Thank you, Senator Reed.
Senator LINcoLN.
Senator LINCOLN. Thank you, Mr. Chairman.
Mr. Hash, I know just from the fact that I have called you on
several occasions that you have done a good job while the administrator has been out on maternity leave, and I certainly appreciate
all of your hard work and, as Senator Wyden said, your dedication
to public service. And I hope she and everyone in the family are
doing well.
Mr. HASH. They are, and she is back this week.
Senator LINCOLN. Good. That's great.
I know from the implementation of my office that oftentimes it
is just human nature that we can be territorial. With five offices
in Arkansas and my office here in Washington, in order to get my
staff to be the best single team that it can be, there are many initiatives that I do-an annual retreat, making sure that we have a
buddy system in place, making sure that each staff person knows
what his or her responsibilities are and what their mission is-we
have that in writing, and I think it is helpful to them and to everybody to be able to work as a team.
So I wonder how often your HCFA regional directors and your
directors of Medicaid and the State operations come together for
training.

Mr. HASH. They actually come together now in a conference call,
electronically, as it were, once a week on these issues. So the regional offices and our Center for Medicaid and State Operations,
where this activity is located in HCFA's central office are actually
in weekly communication. We have otherSenator LINcoLN. Is that by chance, orMr. HASH. No. That is a scheduled meeting, and it is focused on
implementation of the Nursing Home Initiative, so it is a cross-cutting team type effort that involves regional office and central office
leadership. We have put this in place so that we can bring greater
consistency in our communications. Just as you described with your
own district offices, we want to make sure that they are all aware
of what our priorities are and what our guidelines and expectations
are with respect to the State survey activities.
So we are doing that, and we are doing training sessions for Federal surveyors-for example, the Federal surveyors were in our regional offices in September, and we had a national training session
for them, which was basically, again, looking at the new protocol
for evaluating the State agency survey activities. They have helped
us with the States to put in place performance measures-seven of
them altogether-for State survey agencies, and these are going to
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be the performance measures that we are going to use to evaluate
the states. For example are they doing the annual surveys in a
timely manner? Are they meeting the goals for following up on
complaint surveys? Are they entering their data into the proper
data system in a timely manner? Are their budgeting and allocation decisions made in a uniform manner? Laying this out is really
the predicate for having more consistent performance by the State
agencies, and it is the only fair thing to do when it comes time to
hold them accountable for their performance under our contracts.
Senator LINCOLN. Dr. Scanlon, in talking about the comparative
surveys and the method used there and doing that on a more widescale basis, what do you think-and you are talking about going
from 90 to 60 days, is that right? I would be interested to hear
from you what you think is the ideal time to lapse between the
State and the Federal surveys?
Mr. SCANLON. I think the ideal time is to do it immediately following the StateSenator LINCOLN. Two days? Four days?
Mr. SCANLON. Absolutely. Because then we are measuring essentially the home in the same condition as it was measured by the
State surveyors.
The factor that creates the delay now is one of wanting to target
those surveys on particular homes and needing information from
the State survey in order to target those surveys.
If one would be willing to use information from prior surveys as
a targeting proxy, then it would be possible to do them immediately
following the departure of the State surveyors.
Senator LINCOLN. I do not know what kind of complication that
presents for the industry side in terms of preparation because I
know it does require them to prepare surveys and other thingsI would imagine that would certainly be taken into consideration.
Mr. SCANLON. Well, actually, we would like it so that the industry did not prepare for surveys, that the quality of care was the
same year around, so when the surveyors arrived, they were observing a typical day in a nursing home. Therefore, there may be
an effect on the industry of having the surveyors there for a longerterm basis, but I think it is a question of two doses of medicine,
and would you prefer to take them simultaneously or have an interim between them.
Senator LINCOLN. But in your professional opinion, you think
that the less time that elapses obviously gives you that more common appearance, everyday survey?
Mr. SCANLON. It would be helpful in terms of fulfilling the primary purpose of the comparative survey, which is to give us a validation of the State survey's measure of the quality of care in that
nursing home.
Senator LINCOLN. Finally, Mr. White, as someone who has literally performed hundreds-of surveys of nursing homes, how
much consistency is there among surveyors, and how often do two
different surveyors look at the same potential problem and report
in the very same way? To me, that seems almost impossible.
Mr. WHITE. Well, your point is very well-taken, and there are differences among surveyors. In any organization, you will have folks
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who are very strong and folks who are somewhere in the middle
as well as weaker folks.
One issue that we have had with comparison surveys is that the
assumption is that the HCFA surveyor coming in is going to be
stronger or more capable than the folks they are looking at, and
that may not be the case. The State surveyors may do a better job,
and the comparison survey may not point out the problems with
the State but may-you know, HCFA also has strong surveyors,
surveyors in the middle and weak surveyors, and in the comparison
survey process, you have got to compare apples to apples, and not
only do you have to do it almost simultaneously, but you have to
take very similar samples, and you also have to have the same disciplines onsite. If the State sends a pharmacist, and HCFA does
not send a pharmacist, there are going to be differences, because
pharmacists are more skilled. Certainly, even within States, there
are differences; within HCFA, there are differences, and it leads to
an awful lot of subjectivity.
Senator LiNcoLN. Thank you.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Lincoln.
Now, Senator Bryan, do you have an opening statement that you
would like time for as well?
Senator Bryan. Mr. Chairman, I will waive an opening statement
and just go to questions, if I might. I thank you for the opportunity,
however.
Perhaps, Mr. Hash, you can answer this. How is it determined
how many surveyors each State is entitled to have? That is to say,
is there a Federal funding formula? Is that something that is done
jointly with the States and the Federal Government? Maybe you
could very briefly describe that process. Let me just give the reason
why I ask that.
The information number of surveyors we have in Nevada, a State
that is geographically quite vast, with tremendous distances in between facilities, is the full-time equivalent of 13.75 positions. There
are 49 nursing home facilities, and I am led to believe that in addition to those responsibilities these surveyors also have to do 42
hospitals, 21 intermediate care facilities, 73 home health facilities,
and on and on. I do not want to take all my time by asking the
question, because I want the response. The first question is, could
you describe, in terms of how it is determined, how many State
surveyors there are going to be, and what the Federal funding formula for that is or how that is determined.
Mr. HASH. It is not done by specifying the number of FTEs that
each State agency should have. Actually, States are funded for this
activity in two ways. One is there are Federal funds to the State
survey agencies that come directly from the Medicare program to
support the costs of ensuring that Medicare surveys are properly
done. In addition, States also survey under the Medicaid program,
and that is a combination of their own revenues, as you know, plus
Federal matching funds.
So it is the combination of what States draw down in the way
of dollars from matching through the Medicaid program and the
Medicare direct payments that actually create the budget for each
State survey agency. Then, what we try to do, is to help the States
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in the allocation of those resources to specific categories of activities.
Actually, Mr. White, I am sure is much more skilled than I am
at answering that question, but from the Federal perspective, we
do not prescribe the numbers of individuals that must be present.
Senator Bryan. I see. Dr. Scanlon, I would think that that in
itself would lead to a wide range of how the States would handle
those responsibilities. Some States, in my experience as a former
Governor, would probably be very aggessive in terms of the kinds
of matching funds they would provide; other States, for whatever
reason-budget constraints and other priorities-might handle it
differently. Would that account for a wide disparity in terms of how
effective these survey programs are?
Mr. SCANLON. We certainly think it is a factor in terms of the
variation. In looking at the complaint process in the report that we
issued earlier this year, we found that there were wide differences
in the resources that States committed, and consequently in how
quickly they responded to complaints and what they found and how
extensive the review they did when they responded to complaints.
Senator Bryan. Am I correct in drawing the conclusion that there
is no formula to determine for a State with 'X" number of citizens
in nursing homes, that there should be a certain number of surveyors or a certain number. of hours committed to the survey process?
That is all essentially left up to the individual States working
through this formula that Mr. Hash has explained to me?
Mr. SCANLON. There is no formula. There is certainly no formula
in terms of specifying the funding. There have also been no studies
that have shown exactly what is required in terms of an effective
and efficient survey. Part of that is going to vary depending upon
the type of facility and the types of residents there will be in a facility. But that kind of work to identify what would be the right
level of resources has not been done.
Senator Bryan. Senator Breaux asked a question, and I am not
sure I heard your answer, Dr. Scanlon. Essentially, his question
was is there a lack of personnel or a lack of quality. Let me ask
you the first part of that. As you look at the deficiencies you have
reported on, is it that the States are not hiring or engaging enough
surveyors to conduct these surveys? Is that a significant or major
problem, or is that just a factor?
Mr. ScANLoN. We have not looked at the staffing levels in the
States directly. Certainly, as you have heard from Mr. White and
Mr. Hash, concerns about resources are present on the part of both
States and HCFA. We have been concerned that we need to make
the most effective use of the resources we have, and there have
been a number of instances where we have pointed out how resources could be used more effectively.
Pursuing additional resources and applying them is probably required because of the fact that we have so far to go in terms of
achieving adequate levels. The comparative surveys that I mentioned where we have one to three per State is certainly not adequate to be able to measure the performance of a State agency. We
are going to need significantly more.
The complaints in surveys that we identified before where complaints were being backlogged for long periods of time even though
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they involved actual harm to residents-we have a standard now
that says that those should be investigated within 10 days. It is
going to be a resource issue in terms of making sure that happens.
Senator Bryan. When we use the word "resource," that is a fairly
general term. Let us talk more in the idiom of the street. Are we
talking about bodies-is that what we are really talking about?
Mr. SCANLON. We are talking about individuals being able to go
out and investigate these things.
Senator Bryan. In my own State, and with its geography, it takes
some time to get to the more rural parts of our State. I suppose
that is not a situation unique to Nevada. But responding to something in Reno or Las Vegas, where you have people right there, is
a much easier proposition than responding to a concern that you
might have in a nursing home that is 200 miles from the major
metropolitan area, and because there may only be one or two nursing homes, you do not have a surveyor who actually lives in that
area; he or she probably makes the rounds periodically.
Does that touch the matter?
Mr. SCANLON. That is correct.
Senator Bryan. I know my time is up, but the chairman was kind
enough to give me an extra minute or two because I waived the
oneninp Rtatement.

Let me ask you this. If you were asking this Congress for additional help with the problems which have been laid out as our colleague from Oregon has pointed out some of the frustrations that
he has had. What would you ask us to do in terms of priorities one,
two, and three, and be somewhat specific?
Mr. HASH. I think the first priority, Senator Bryan, is resources,
meaning in this case, to use the vernacular-dollars-to support
the enforcement and oversight activities of HCFA in this
Senator Bryan. You are telling us that you do not have enough
money, in your judgment, to do that because of a lack of dollars?
Mr. HASH. Yes, sir.
Senator Bryan. OK The second priority.
Mr. HASH. The second thing is that we need assistance in the effort to work with the States and bring them into greater consistency in their performance, and that really involves putting into
place a system that can hold States accountable for their performance. And we are doing that, but I think from our point of view,
that is a second high priority for us.
Senator Bryan. OK Is there anything that we are failing to do
in helping you to implement that priority?
Mr. HASH. I think not, Senator.
Senator Bryan. There is no congressional impediment? I guess
you are getting the sense here, from the questions of my colleagues,
that we want that done.
Mr. HASH. Yes, sir.
Senator Bryan. You have got that message, sir?
Mr. HASH. I do have that message, yes.
Senator Bryan. Indeed. And now, No. 3?
Mr. HASH. No. 3 is I would ask for some recognition that we are
trying to make the progress that we can here. We have taken on
a very large set of tasks here. Just to give you one example of
something that has come up quite unexpectedly and has required
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a lot of resources, and those are the monitoring protocols for nursing homes that are experiencing financial difficulty or bankruptcy
in some cases. That has required us, again with the States, to put
together a separate protocol for monitoring what is actually going
on in nursing homes that are experiencing financial difficulties. We
want to know whether the food is arriving on time, the employees
are showing up and being aid for work. This is taking a special
effort on our part, along with all of the 30 other initiatives that we
are putting into place.
So, I just want to make sure that as we recognize that we have
a long way to go in getting to where we want to be, that we are
making progress, and we are making it on a variety of fronts. And
to be frank, I think that some of the things we talked about a year
ago that were problems are not being talked about today because
we have addressed them, and we have made progress on them.
So I am not saying all that in a defensive way. It is just that this
is a very challenging area for all the reasons that have been talked
about today, and I would hope you would recognize it when we are
making progress in various areas.
Senator Bryan. Thank you very much, Mr. Hash, and thank you,
Mr. Chairman, for allowing me to go over my time. It is tempting
to get into the BBA discussion, but I know that that is for another
committee and another time, when you and I can share the opportunity to discuss that together.
The CHAIRMAN. Yes. We want to make sure we plan an opportunity.
Senator Bryan. Yes. Thank you, Mr. Chairman.
The CHAIRMAN. Before you go-and Senator Wyden, I will let you
start the second round-again, Mr. Hash has mentioned a move
that he has taken when he answered your third point to a request
that we made by this committee to his department, to make sure
that in bankrupt institutions, HCFA would push the States to
make sure everyone of those residents would be taken care of, preferably in the home that had gone bankrupt, so they do not have
to be moved and experience that trauma.
Senator WYDEN. Thank you, Mr. Chairman. I just have one question.
Dr. Scanlon, you go back to your office this afternoon, and you
log onto the HCFA web site. What is the quality of the nursing
home survey data this afternoon on the HCFA web site?
Mr. SCANLON. Unfortunately, I cannot tell you because, as we
have indicated, the variation in the level of deficiencies across
States is quite staggering, and we do not know whether it is because some States have truly good homes with almost no deficiencies, or whether they are just underreporting the deficiencies in
those States.
I would feel most comfortable if I were a user in only comparing
homes in a local area and saying that one that has fewer deficiencies may be better than another one in that area, but when it
comes to comparing Oregon to any other State, I am at a disadvantage in using that web site, because we have not had the validation
of the surveys that we need.
Senator WYDEN. Because it is very hard for me to reconcile this
rosy picture that Mike is painting this morning with your report,
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and I am going to go back and use this web site. I gather you are
saying there may have been some improvements, but overall, you
cannot measure the quality of the survey data. I have never heard
HCFA announce a watch list before, and I hope that we will hear
you doing that kind of thing in the future, because I can tell you
that the consumer groups that I work with will be intensely interested in knowing who that small percentage of facilities are and to
hear that, on an ongoing basis, they are getting much more rigorous inspections.
Mr. HASH. Senator Wyden, if I may, I need to correct what I said
to you, because I misspoke. We have not made that list public. It
does exist. The reason we have not made it public is that we did
not want to cause undue alarm to individuals who were residing
in those nursing homes or their families. We have worked with the
States to identify these facilities and to have them more frequently
surveyed, but I misspoke when I said the list has been public.
Senator WYDEN. The chairman has been very kind to let me
start, and I will tell you I just find this curiouser and curiouser,
because if there is a watch list-and we have, since I asked the
question, even tried to get a sense of what the industry thinks
about this, and they are confused as to whom gets on the watch
list. Now you have told me that there is a watch list, but it is not
public. So I just hope we can start this out, and I am going to start
by logging onto your web site to see if I can make some sense out
of the survey data. I hope that you can clarify for us how this
watch list, first, is created, because there seems to be some confusion about how that comes about; and second, if there is one, I
would hope that it would be made public when there are clearly defined standards for determining who gets on it, because I cannot
think of anything more useful to the consumer and the public than
knowing who the people are who are the problem.
But as I said earlier, I knew Mike Hash when he was sitting behind Chairman Waxman, and he is a good man, and the question
is are we going to change things significantly from the way they
were 20 years ago-because I come to Chairman Grassley's hearings, and these debates are not real different from the ones I was
sitting in on when I was director of the Gray Panthers and when
I was a public member of the Board of Nursing Home Examiners,
and we were debating surveys, and people said they were inconsistent, there is a mish-mash, and we cannot figure out what is expected of them. So we have some work to do based on the GAO report, Mr. Chairman.
I thank you for letting me ask the question.
The CHAnMAN. And obviously, we will do our work, and we will
do it together.
Senator WYDEN. Count on it.
The CHAIRMAN. Hopefully, we have made some progress-at
least, we have raised it in everybody's minds as a very important
point, and we have had the proper follow-through.
Mr. White, I will start with you-obviously, you are no potted
plant, or you would not be president of your organization. And you
have a lot of experience to bring to this, and I suppose I should
have told you that any time you wanted to comment on anything
that Mr. Scanlon or Mr. Hash said, you could do so.
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Let me start with your testimony. You mentioned that regional
offices differ in their handling of facilities that continue to have a
D-level deficiency 6 months after an annual survey that found that
the nursing home was out of compliance. As I understand it, the
States must terminate a facility from the Medicare program if that
facility continues to have a D-level deficiency 6 months after an
out-of-compliance annual survey.
Is that an accurate statement of the rule?
Mr. WHITE. Yes, sir.
The CHAIRMAN. To give us a better picture of what this means,
let me ask you to give some examples of D-level deficiencies.
Mr. WHITE. Well, just as a little background, D-level basically
means that there is no actual harm, with a potential for more than
minimal harm. D-level is also an isolated deficiency, where you
have an isolated pattern and widespread deficiency, so we are talking about isolated deficiencies that do not harm residents but do
indicate more than a minimal potential for harm.
Things that come to mind are dignity issues, possibly medication
errors-not necessarily significant medication errors, but someone
may not have gotten a vitamin or something like that-things
that-I am trying to think; it is not easy to come up with deficiencies in your headThe CHAIRMAN. I am not sure you have to come up with every
one of them. We just want some examples. And I do have a followup to that. I think maybe you have given us that.
It is possible, then, if I understand it correctly, that if two nursing homes in different parts of the country have the same identical
problem, one will be terminated, the residents moved and experience all kinds of trauma, while at the other, we could just have
business as usual.
Mr. WHITE. Well, most advocates, many regional offices, most
States, do not believe that nursing homes with isolated deficiencies
at the end of 6 months should be terminated. I have terminated
three or four in the last couple years, and family members are outraged when you have got an isolated deficiency, and you have another nursing home down the road that has 20 or 30 pages of deficiencies and is being given an opportunity to correct those deficiencies.
So because most regional offices, most States, advocates, providers-nobody. really thinks that the punishment in this case fits the
crime, so they have found all kinds of ingenious ways to get around
it. I had an email last week from the State saying that they had
been asked to go ahead and allow the facility to correct the problem
onsite and bring them back into compliance. That is one way of
doing it. I have outlined five or -six different ways that folks do
that.
The CHAIRmAN. OK Let me suggest to you that there seems to
me to be, at least as a matter of policy, some sort of inconsistency.
Is this something that should have been discussed at the weekly
telephone conferences long ago, before it would become such a national issue?
Mr. WHITE. I think it sort of evolved as a national issue, and we
have discussed this at some of our meetings, and we have discussed it with HCFA at some of our meetings. But the whole struc-
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ture of the enforcement process is set up in such a way that law
and statute require that if there is not substantial compliance at
the end of 6 months, they be terminated. So it is locked in, but yes,
it should be something that is discussed and dealt with in the future, I think.
The CHAInuAN. Yes. Let me have the basis for your comment
with a question that I would have asked you anyway. Is it HCFA's
policy to terminate a facility under these circumstances; and second, how is it that some regions are able to implement the policy
one way consistent with HCFA policy and other regions may implement it in a different way? If that is true, clearly, these differences
in implementation of policy are not minor. If you disagree, please
say so.
Mr. HASH. Mr. Chairman, I am glad you asked me that question.
This is a very good example of one of the issues that was addressed
by the Nursing Home Initiative of a year ago. As you will recall,
when the GAO presented its report last summer, one of its criticisms was the fact that in some areas, State survey agencies took
oral and verbal assurances about the removal of deficiencies without actually having a site visit to determine that. The standards
have been consistent all along that if a facility has a D-level defisieney or higher in our hierarchy of deficiencies. that represents a
facility which is not in substantial compliance with the nursing
home requirements, and as Mr. White stated, it is required that
within 6 months, a facility that has had a serious deficiency followed by a D-level or above deficiency has to come into compliance.
We instituted the revisit policy last fall as a part of our Nursing
Home Initiative so that we could be assured that if someone had
a continuing deficiency that we had someone going in there to verify that the deficiency had been removed.
If, in fact, this is not being complied with on a uniform basis nationally, that is our responsibility, and we need to do something to
make sure that this policy is applied uniformly.
One thing we should be paying attention to is when a facility is
moving through a period when it is on notice and is subject to termination within 6 months if it is not in substantial compliance, is
that the revisits should be earlier in the process. We do not want
to be at a point that is 2 days away from the 180-day clock and
determine that a D-level deficiency has not been removed. We want
to make sure that facilities have the time to remove them.
But Senator, if a facility has had a D-level deficiency for 4 or 5
months and has not remedied it, they are not likely to remedy it,
and therefore, we think the obligation here is to protect the resident and make sure that the facility does not continue to put patients in jeopardy as a result of that continuing deficiency.
The CHAHIMAN. OK Let us follow up on this and go back to the
GAO report. We have heard these reports uncover deficiencies in
a number of areas for which regional offices have responsibility,
and we have also heard today that regional offices are inconsistent
in their evaluation of State survey agencies as well as in how they
monitor and evaluate these other very important partners in providing quality service to our elderly citizens.
To what can we attribute the inconsistency-and maybe you
could follow up with what steps HCFA takes to make sure that
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there is consistency in regional office implementation of your central office policy.
Mr. HAsH. If I could take the first one in terms of consistency
in the evaluation of State survey agencies-if that is the first part
of your question. I think that is a function of our not having put
in place measurable and verifiable performance measures that we
could then hold State agencies accountable to. That is why we have
entered into this dialog with the State agencies to develop those
seven performance measures, put them into place, collect the data,
independently verify the data, and then hold States accountable.
We think that is the right plan for dealing with consistency in the
evaluation across regions of State agencies.
Now, with respect to the performance of our regional offices and
whether or not they are clearly and consistently implementing our
policies,, that is a function of our management and oversight of our
regional offices. That is why we have instituted a number of structures to increase the communication and the cross-training, the
cross-survey teams that get people from different regions participating in surveys outside their normal areas. All of this is designed
to bring greater consistency in the performance of the regional offices.
The CHAIRMAN. Only time will tell, Dr. Scanlon, but do you see
that as positive movement in the direction of accomplishing what
you are reporting to us today is a fairly bad situation?
Mr. SCANLON. We think, Mr. Chairman, that they are movements in a positive direction. As we have noted in our work here
as well as in our work on other topics, including the issue of
Medicare+Choice plans in work for this Committee, regional office
inconsistencies are problematic in terms of the administration of
the Medicare program. But in this area as in some other areas,
HCFA has started to take some steps to try to reduce those levels
of inconsistency.
As Senator Lincoln indicated, it is a challenge when you have
multiple offices and a central office to achieve consistency. So that
while we are heartened by this, we also feel that it is important
to remain vigilant both on HCFA's part and on the part of the
Committee in terms of whether this can be accomplished.
The CHAIRMAN. Back to you, Mr. Hash. In response to questions
from our March hearing this year, you indicated that HCFA was
adjusting resource allocation to enable States to give the appropriate priority to responding to complaints. Steve White commented that HCFA is imposing performance standards but not resources to meet them. This implies that HCFA has not adjusted resource allocation sufficient to cover their expectations. Has HCFA
adjusted resource allocations, as you indicated? Is there some reason why States do not know about the adjustment?
Mr. HAsH. Well, there have been adjustments, Mr. Chairman,
but I think Mr. White testified that he does not feel they have been
adequate to meet the needs of the various requirements that we
have imposed on the states. I think there is a good deal of truth
in that, in the sense that we are trying to gradually make a case
for increasing the resources that are available to implement this
Nursing Home Initiative. As I stated earlier, we do not have sufficient resources now to implement it in the way that we and the
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States want to implement it. So, the short answer is we do need
more resources; we have tried to do the best we could within the
resources that we have available to us, but they are not sufficient
to do this in the manner that we would like to do it.
The CHAIRMAN. First, let me say that as a person who has tried
to get more resources, I am not going to dispute that maybe you
have a legitimate case for more resources, and I suppose it is another budget year before we can do more in that area, but we have
put tens of millions of dollars more into that.
Maybe, then, I should follow up on what you said with a question
to Mr. White about the adjustments. Do you feel that there would
still be problems with adjustments with more money? In other
words, is it adjustments as you see it within a certain pot of money
that is the problem, or do you think it is just more money in the
pot?
Mr. WHITE. Well, there are two problems, Mr. Chairman. The
first is getting the money allocated to the States. The second is the
States may never get the money in place to use it.
This year, HCFA did something which was really good. They allowed States to send in budgets for the amount of money they
needed to run the program. I think the amount came in at about
$235 million. The allocation is well below that.
Our concern is that the workload keeps coming before the money
gets there. We came through a period of about 7 or 8 years where
the allocation was about $146 million. Last year, it went up some,
and this year, as it stands right now, it is going to go up incrementally, but the workload is outpacing the money considerably.
The CHAInMAN. My staff requested that we follow up on something you just said. You said that the demands come before the resources.
Mr. WHITE. Yes.
The CHAImR. Expand on that a little bit, please.
Mr. WHITE. For example, Senator Grassley, in the last 2 or 3
months, we have gotten monitoring of facilities that have gone into
Chapter 11; we have gotten Y2K; the complaint procedures have
been released. A number of States are already not meeting the 12month survey schedule. So we are already behind, and we continue
to have things added to our plate. Individual States are making individual decisions about what not to do. For example, I cannot get
to my complaints to do them. I am still meeting the 12-month survey schedule, although it is sliding, but I cannot get to the complaints in a reasonable amount of time, and there are some pretty
serious things coming in over our complaint hotline.
The CHAIRMAN. Could I go to Dr. Scanlon again for a new point,
and it is based on perhaps not fully understanding or at least not
correctly understanding exactly who is responsible for what in the
implementation of Nursing Home Initiatives, particularly with respect to the matter of ensuring consistency of implementation
across the 10 or so regions. What I will be trying to get at with
some questions is where the locus of responsibility for ensuring
consistency in the application of these initiatives lies, and whether
some inconsistencies across regional offices that the GAO has documented can be attributed at least in part to the way HCFA is organized.
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You noted in your testimony that the staff of the Center for Medicaid and State Operations in HCFA's central office carry out their
coordinating roles through many informal meetings with regional
offices. You also noted that if there is a disagreement between the
Center and the regional office, it cannot be informally settled at a
lower level-it can only be resolved at the level of the HCFA Administrator.
Is it your understanding, then, that the Center for Medicaid and
State Operations is responsible for ensuring consistency in implementing across regional office?
Mr. SCANLON. It is our understanding, Mr. Chairman, that while
they have the responsibility for trying to ensure consistency, they
do not have the direct authority to ensure it. Ultimately, the responsibility and the authority reside in the Administrator, and in
this instance, the delegation of responsibility, to the Center, with
the authority delegated to the regional offices, creates a situation
where there has to be cooperation between the Center and the regional offices. If that cooperation is lacking, I think find that we
have the inconsistencies that we have observed.
The CHAmImAN. To follow up, to your knowledge, has the Center
tried to ensure that the regional offices implement the Nursing
Home Initiatives in a consistent manner? What actions have they
taken to this point to ensure that the regions are implementing
these initiatives consistently?
Mr. SCANLON. In our work looking at the implementation of the
initiatives, we feel that the Center has not been aggressive in
terms of trying to ensure that the initiatives are being implemented across the regions. As we noted in the hearing last June,
the Center was accepting from the regions information that States
were fully compliant with certain initiatives, when in reality, the
States were not, and the regions in some instances knew that they
were not fully in compliance.
It takes a more intensive, more aggressive oversight to be able
to assure that there is full compliance with the initiatives.
The CHAPMAN. Mr. Hash, could you please take note of the organizational chart on the easel? From that, the Center for Medicaid
and State Operations does not seem to have the authority over the
regional offices, and the GAO report notes that in the event there
is a dispute between regional offices and the Center for Medicaid
and State Operations, it would have to be resolved in the executive
office. This arrangement would seem to reduce the ability of the
central staff to get the regional offices to implement the policy that
the Center wishes. Doesn't it really mean that the executive office
is responsible for ensuring that the regional offices are carrying out
all of their responsibilities, and not just in the sense that the administrator is always responsible for everything, but in a very practical sense?
Mr. HASH. Mr. Chairman, in a real practical sense, the activity
to ensure consistency across the regions is, as Dr. Scanlon said, in
the Center for Medicaid and State Operations. At HCFA, as a result of this organizational pattern you see here, much of our work
is done in working groups across components where collaboration
and cooperation between central office components and regional office activities are key to our success in implementing any policy.
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We have what the organizational theorists refer to as a "matrix organization," and as a result, it requires collaboration and cooperation across organizational components. If we have not successfully
achieved consistency across the 10 regional offices, ultimately, of
course, the responsibility is at the administrator's level. It is also
a failure of our collaboration and cooperation activities to achieve
that-because we have lots and lots of examples where, working
with the regions, we are working in teams of individuals who technically do not work for one another, but who collaborate and cooperate on policy implementation and oversight. That is what this
situation is. I think it is improving-it is not perfect. It requires
vigilant oversight and accountability on the part of not only the
Center for Medicaid and State Operations, but also the Administrator's office as well. That is why I spend a considerable portion of
my time overseeing and getting involved in this, as does the director of our Center for Medicaid and State Operations.
We have biweekly meetings, Mr. Chairman, involving me, the
leadership from the regions, and from CMSO to discuss the implementation issues associated with our Nursing Home Initiative.
The CHAnMAN. OK I believe-and I am not denigrating anything you have said-I believe you are saying that even though it
may not make sense on the chart.- it is working. But also, you did
say that through these extra efforts that you are making, it is beginning to work. Isn't it-and I am not a student of administrative
organization-but wouldn't it be better to put it in an organizational structure so there is no doubt where the authority is and so
that it can work-or is that too simple an answer to a bigger problem that you understand that I would not?
Mr. HASH. No, sir. I think you understand it correctly. You may
or may not be aware that HCFA reorganized into this structure in
July 1997, so we are just past 2 years in this structure that you
see before you.
The CHAIRMAN. That was a direct result of the President's initiatives?
Mr. HASH. No, sir. This was a complete reorganization of HCFA.
The CHAIRMAN. Oh, I'm sorry. The President's initiatives came
out in July 1998.
Mr. HASH. That is correct.
The CHAIRMAN. OK So there is no relationship?
Mr. HASH. No, sir.
The CHAIRMAN. OK
Mr. HASH. But that new organization, as any new organizational
structure in a large organization like HCFA, requires some period
of settling in and getting used to and making that organization
function well. This is a very different structure from what preceded
it, and as a result, we have been making efforts not only in this
area but in a lot of policy areas-in fact, Dr. Scanlon referred to
some of them that the GAO has looked at-to make sure we can
make this organization work.
I believe this is an effective organizational structure and can be
made to work. It just requires diligence and accountability, and
that is what we are trying to instill.
The CHARMAN. I have to go back, then, to Dr. Scanlon to give
us your perspective on this description that you have heard. How
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should we understand the nature of the relationship, then, between
the Center and the regional offices?
Mr. SCANLON. Well, Mr. Chairman, we have actually looked at
the HCFA reorganization on a number of occasions for the House
Ways and Means Committee, and we agree with Mr. Hash in terms
of the reorganization being a structure that has a considerable
number of merits, but I think it also has a number of potential
weaknesses.
The issue of cooperation and coordination is critical to making
this matrix-type organization function. It is not just with respect
to the Nursing Home Initiative; it is with respect to many other
things that HCFA does. One problem that we noted initially when
the reorganization was put into place was the fact that the unfamiliarity with who was responsible for what meant that it was very
difficult to bring those teams together to be able to accomplish a
task.
What we are seeing here is a problem in the nursing home area,
where we do not feel that the coordination and cooperation has yet
overcome the difficulties of achieving consistency in these initiatives. There are some aspects of this matrix organization which we
think have very strong positive attributes. Whether the relationship between the Center and the regional offices has similar advantages, we are uncertain at this point.
The CHAIRMAN. Has the GAO found in other HCFA projects inconsistencies across the regions of the kinds that you report to us
today-and maybe an example or two, if they exist?
Mr. SCANLON. Yes, Mr. Chairman. For this Committee, I have
testified on the issue of the information campaign and the marketing materials that are available for Medicare+Choice plans. The review process across the regions has been different, and the plans
have voiced their concerns about differences in these reviews. This
is again an area where HCFA is taking steps,- and it is our understanding will try to address that.
- We have also looked at oversight for the Part A and B contractors who actually pay fee-for-service claims, and we have identified
that different regions have very different approaches to how they
evaluate those contractors. Contractors who have had experience
with more than one region point out some of these significant differences. Again, it is an area where HCFA has been recently taking
steps to try to address some of that inconsistency.
The final area I would mention is a hearing that you attended
in the Senate Finance Committee on the Medicaid School-Based
Service Program, where regional offices had very different approaches to what services they would allow Medicaid to pay for and
what kind of information they required before they allowed those
services to be paid for. The CHAuuMAN. Mr. White, you will be the focus of my last question, and it comes directly from something you said about the complaint survey. Can the State long-term care ombudsman help the
survey offices in responding to complaints?
Mr. WHITE. They can and they do, Senator Grassley. They mediate a lot of concerns for us. Where the line is drawn is where there
is some activity that is going to take some action. They do not have
authority to take regulatory action, and they usually refer those
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things back to us if they cannot mediate them. But they are a tremendous help to us as far as mediating concerns and complaints,
and we do refer a lot of things to them.
The CHAIRMAN. Well, obviously, I thank all of you for coming. I
would like to close by noting the following things. We did not hear
particularly painful stories today about conditions in nursing
homes, but we do hear them at forums and hearings and in letters
and emails and phone calls, and we have to put it in the category
of being a persistent problem. We hear about abuse, inadequate nutrition and hydration, and trouble with having complaints investigated. I hear, unfortunately, that quality care and services provided just before inspections often end when surveys are over.
The cries from residents, family members and their advocates
underscore not only the critical need for us to continue to work toward improving the care of nursing home residents, but also increase the need to look at those we trust to carry out national policies to improve care to the vulnerable and frail in our nursing
homes.
We know that when surveyors follow up on complaints from consumers, they find opportunities to identify problems and get them
fixed. We know that nursing home staff respect the surveyors
enough to put their best food forward when the surveyors arrive,
and I want everyone to know that those surveyors deserve that respect and that they can fulfill the promise of a solid enforcement
system.
Unfortunately, we cannot trust the system set up by HCFA to assure us that we are getting our money's worth in this process. This
hearing is part of bringing this out on the table, and obviously, we
have heard some positive response from HCFA about changes already made, changes in response to the GAO, and we appreciate
that follow-up.
It seems to me, however, that we cannot allow the regional offices to neglect their responsibility to oversee and evaluate the
quality of the State survey agencies, and I am glad to hear that
our persistent effort is paying off in the activities that you have described for us today, Mr. Hash. And I know that Rachel Block and
her staff are working diligently to bring to life the Nursing Home
Initiatives, and we have to express our appreciation for her and
their efforts.
But there is even more to do, and it seems that unless this committee keeps up the pressure, good works go undone and good ideas
go unnoticed, just as I am sure there are quality nursing homes
and quality State surveyors, as Mr. White represents.
But just as I am sure that there are rotten apples in the nursing
home industry, I am sure that there are still ailing branches on
that tree that I described earlier, the tree of enforcement. Without
a quality evaluation system, we cannot tell if those branches can
be healed or if they have to be cutoff with a chainsaw so they do
not hurt the rest of the tree.
No one person, no one committee, including this committee, no
one HCFA department, can accomplish the enormous task of helping the rotten apples within the nursing home profession that we
have identified, which are obviously a minority, but there are still
problems out there. Every person has to play his or her own part,
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and this includes everything we have talked about today-the surveyors, the regional office administrators, the advocates, the Congress, and the President.
We must have hope and faith in the future of our elderly as we
have hope and faith in the future of our children.
So Mr. Hash, I am pleased to see from the monthly status reports that I have referred to that you have been so cooperative in
sending us, that the HCFA central office staff have completed the
directives, the policy changes, and the guidance for almost all of
the Nursing Home Initiatives. We thank you and HCFA staff for
your hard work on these initiatives. Your focus and the committee's
focus now have shifted to implementing these initiatives by the
HCFA regions and the States, and the GAO report today seems to
indicate that so far, anyway, implementation at those levels leaves
much to be desired.
So what I need now from you, Mr. Hash, is a regular report focusing on the progress being made by each region in implementing
these initiatives. I am particularly interested in learning which regions might not be implementing these initiatives as they should
be. So by December 1, I am going to write asking you to detail the
scope and frequency of these regional reports. I want to work with
you so it will not be a burden, because you can have good people
in your office spending all their time working with us; on the other
hand, I think that sometimes the constitutional role of congressional oversight might help you do your job somewhat better.
This committee will continue to monitor, continue to evaluate,
and continue to urge HCFA to improve its effectiveness. We do not
want any backsliding. We will keep at this ailing tree that I have
described, the tree of enforcement, until we see all the branches
burst forth with healthy new growth.
Thank you all very much. I appreciate it.
[Whereupon, at 12:11 p.m., the committee was adjourned.]

APPENDIX
STEVE WHITE RESPONSES TO SENATOR CRAIG'S QUESTIONS
Question. Isn't the fact that there is room for differences of opinion on such things
as "Immediate Jeopardy" and 'Actual Harm" evidence that the current survey system is vague and subjective' and therefore, inconsistencies are inevitable? If the answer is yes, then isn't it time to consider an alternative system, one which is truly
objective and focused on collaboration between surveyors and providers?
Answer. Because so much of the survey process depends on the professional judgment of health care professionals and because the knowledge base in gerontology
and technologies such as new medications are always changing, there will always
be the potential for some variation in the survey process. A difference in opinion
in the interpretation of HCFA guidance for immediate jeopardy and actual harm is
only one reason for variation. Most actual harm citations, for example, are accurate
citations as discussed further in response to the second question. Differences of
opinion are not inevitable. A large part of the solution lies with the need for greater
consistency between HCFA regional offices, a focus on improved and continuous
staff trainin and developmetu...
Ur
h Stat and Federal. survyrs, better communication with states and consistent, valid data that is applied uniformly from region
to region in the evaluation of state performance. With HCFA definitions and guidelines, experienced professionals will more often than not reach the same determination. HCFA, in their testimony, has acknowledged that they are working to increase
consistency, and we, as states look forward to working with them on this very important issue. Great deals of time, effort and training have gone into developing the
current survey process. As discussed in HCFA's report to Congress, improvements
in care and outcomes have resulted from the current regulations with their outcome
focus. Most states would like to have move flexibility within the existing survey
process, to redirect limited resources to where the problems exist, and in some circumstances work collaboratively with providers, but would not support abandoning
the current survey system. Regulators need to remain regulators. They can be educators of providers, but a consultative process without an enforcement authority is
not successful.
Question. OBRA '87 (Omnibus Budget Reconciliation Act of 1987) spoke of moving
a survey system that focuses on resident outcomes. Yet surveyors are citing at level
G, even when there is no negative resident outcome documented. Shouldn't "Actual
Harm" be tied to an objective and documented negative resident outcome rather
than a surveyor' subjective feeling, of whether a facility filled out the paperwork correctly of whether a facility did not follow the menu precisely?
Answer. The current survey process does focus on resident outcomes. With rare
exceptions, level G deficiencies reflect actual harm to a resident. The GAO report
of June, 1999, entitled "Nursing Homes: Proposal to Enhance Oversight of Poorly
Perfor-min Homes Has Merit", found that 98 percent of 107 surveys, including 201
level G delciencies, from the ten largest states clearly documented harm to a resident or residents. As state survey agencies, we feel that this reconfirms the level
of quality and consistency that does exist in the state survey process.
Question. Are there alternatives to the current survey process which should be
pursued (for example, the North Dakota survey alternative process, which is outcomes based)?
Answer. The survey process required by HCFA is clearly defined in statute and
offers little opportunity for waivers or pilot testing of alternatives. South Dakota,
for example, could not obtain a waiver from HCFA to test a quality indicator-based
survey protocol, which would also have incorporated collaboration with the nursing
homes. There are some studies being done in various states of ways to work differently with providers to improve care, such as the Eden Alternative, performance
based reimbursement, quality improvement projects and quality incentive grants.
These are being done in addition to the current survey process, not as alternatives.
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Generally, states believe that the current system is resident focused and outcome
oriented, and has the potential to evaluate quality of care. Insufficient resources and
inconsistent oversight have resulted in a process that is less effective than it could
be, but efforts should focus on improving upon the existing foundation. The availability of Quality Indicators, for example, provides an opportunity to better focus
survey efforts and to evaluate facility performance in new ways through the use of
new information sources.
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