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c f ' I  

It gives me great pleasure to participate in your annual 

meeting this year. This is particularly so in light of the 

frequent occasions in recent times during which activities of 

the GAO have intimately concerned areas in which you have a 

vital interest. 
_- 

It may be useful, at the outset to give you a general 

overview of the General Accounting Office and how it functions. 

The GAO is a part of the legislative branch of the 

Government, and as such responsible directly to the Congress. 

oo/ One of its most important functions is to review programs 
J- I M  which Congress legislates or fo r  which it appropriates funds 

\ 
IL/' %\ in order to determine how those programs are meeting congres- 

/ 

.t' 1) prepare a written report of our findings and recommendations 

which usually incorporates the views of the Federal agency 

whose activities we reviewed. The agency's comments are 

included in the report which I sign and transmit to the 

Congress for its consideration. 

Approximately one-third of our activities result from 

congressional mandate or requests for our services. The 

other two-thirds are self-initiated reviews of problem areas 

where we believe we can make a significant contribution. In 

most cases, we make contact with appropriate congressional 

committees to determine the extent of their interest. 
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The p r o f e s s i o n a l  s t a f f  which  p e r f o r m s  ou r  r e v i e w s  i s  

l o c a t e d  h e r e  i n  Wash ing ton ,  i n  r e g i o n a l  o f f i c e s  l o c a t e d  

t h r o u g h o u t  t h e  c o u n t r y ,  and  i n  b r a n c h  o f f i c e s  o v e r s e a s .  

Whi l e  our  s t a f f ,  i n  bygone y e a r s ,  c o n s i s t e d  p r i m a r i l y  o f  

a c c o u n t a n t s  and  a t t o r n e y s  w e  have  p l a c e d  i n c r e a s i n g  empha- 

s i s ,  i n  r e c e n t  y e a r s ,  o n  b u i l d i n g  a n  i n t e r d i s c i p l i n a r y  s t a f f  

w i t h  a v a r i e t y  of academic  and  e x p e r i e n c e  b a c k g r o u n d s  s u c h  a s  

e c o n o m i c s ,  e n g i n e e r i n g ,  e d u c a t i o n ,  e n e r g y ,  s y s t e m s  a n a l y s i s ,  

a n d ,  o f  c o u r s e ,  h e a l t h .  I t  was j u s t  7 y e a r s  a g o  t h a t  we s e c u r e d  

t h e  s e r v i c e s  o f  a p h y s i c i a n  o n  o u r  s t a f f  t o  a s s i s t  u s  i n  o u r  

h e a l t h  proqram e v a l u a t i o n s .  

. -- 

Your  theme a t  t h i s  m e e t i n g  c o n c e r n s  i t s e l f  w i t h  t h e  

a l l o c a t i o n  o f  m e d i c a l  r e s o u r c e s  and  s e r v i c e s .  A c c o r d i n g l y ,  

i t  may b e  a p p r o p r i a t e  t o  m e n t i o n  some of t h e  r e c e n t  a c t i v i t i e s  

o f  t h e  GAO which  h a v e  r e l a t e d  t o  t h i s  a r e a .  

F o r  some t i m e ,  q u e s t i o n s  h a v e  been  r a i s e d  a s  t o  w h e t h e r  

w e  a r e  t r a i n i n g  t oo  many s u r g e o n s  and  p e r h a p s  too few p r i m a r y  

care p h y s i c i a n s .  I n  a n  a t t e m p t  t o  examine  t h e s e  issues,  t h e  

GAO v i s i t e d  1 6  m e d i c a l  s c h o o l s  and 33 t e a c h i n g  h o s p i t a l s  w i t h  

g r a d u a t e  m e d i c a l  t r a i n i n g  p r o g r a m s .  We a l s o  c o n t a c t e d  85 

m e d i c a l  o r g a n i z a t i o n s  and  i n t e r v i e w e d  2 2 5  g r a d u a t e  m e d i c a l  

t r a i n i n g  d i r e c t o r s  t o  s e c u r e  t h e i r  v i e w s  on  t h e  n u m b e r  a n d  

t y p e s  of p h y s i c i a n s  needed  and  t h e  ways by  wh ich  t h e s e  needs 

c o u l d  b e  met. We found t h a t  w h e t h e r  o r  not  w e  h a v e  a n  ade -  

q u a t e  s u p p l y  o f  p h y s i c i a n s  i n  t h e  U n i t e d  S t a t e s  i s  r e a l l y  

unknown and  t h a t  a l t h o u g h  t h e r e  a p p e a r s  t o  be g e n e r a l  
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a g r e e m e n t  t h a t  more p r i m a r y  care p h y s i c i a n s  a r e  needed  t h e r e  

i s  by  n o  means a n y  c o n c e n s u s  o n  w h e t h e r  o r  n o t  w e  h a v e  too 

many s p e c i a l i s t s .  

As you know, i n  a n  e f f o r t  t o  i n c r e a s e  t h e  number o f  

p r i m a r y  care p h y s i c i a n s ,  l e g i s l a t i o n  was e n a c t e d  which 

r e q u i r e d  t h a t  a f t e r  f i s c a l  y e a r  1 9 7 7 ,  i n  o r d e r  t o  b e  e l i g i b l e  

f o r  c a p i t a t i o n  g r a n t s ,  m e d i c a l  s c h o o l s  m u s t  h a v e  c e r t a i n  spe- 

c i f i e d  p e r c e n t a g e s  o f  f i r s t  y e a r  g r a d u a t e  t r a i n i n g  p o s i t i o n s  

i n  p r i m a r y  care t r a i n i n g  p r o g r a m s .  

We found  t h a t  no  s y s t e m  c u r r e n t l y  ex i s t s  f o r  e n s u r i n g  

t h a t  t h e  number and  t y p e  of p h y s i c i a n s  b e i n g  t r a i n e d  i s  con- 

s i s t e n t  w i t h  o r  r e l a t e d  t o  t h e  number needed .  R a t h e r ,  d e c i -  

s i o n s  o n  t h e  number and  t y p e  o f  p h y s i c i a n s  b e i n g  t r a i n e d  a r e  

made by  i n d i v i d u a l  m e d i c a l  s c h o o l s  and  h o s p i t a l  p rog ram 

d i r e c t o r s  w i t h  n o  r e a l  c o n s i d e r a t i o n  o f  n a t i o n a l  n e e d s .  

These  d e c i s i o n s  a r e  i n f l u e n c e d  by f u n d s  a v a i l a b l e ,  t h e  need  

t o  p r o v i d e  b a l a n c e d  t r a i n i n g  w i t h i n  a m e d i c a l  school  a n d  t h e  

p a t i e n t  c a r e  n e e d s  o f  t r a i n i n g  i n s t i t u t i o n s .  

A s  a r e s u l t  o f  c o n s i d e r a b l e  i n t e r e s t  i n  t h e  g e o g r a p h i c  

d i s t r i b u t i o n  o f  h e a l t h  manpower and c o n g r e s s i o n a l  i n t e r e s t  i n  

e n s u r i n g  t h a t  p h y s i c i a n s  a r e  l o c a t e d  so a s  t o  b e  a c c e s s i b l e  

t o  t h e  e n t i r e  p o p u l a t i o n ,  GAO r e c e n t l y  r e v i e w e d  a number of 

F e d e r a l  and  S t a t e  p rograms  which  a r e  e n d e a v o r i n g  t o  i n c r e a s e  

access t o  m e d i c a l  care i n  u n d e r s e r v e d  a reas .  F o r  example, w e  

examined t h e  p r o g r e s s  b e i n g  made by  t h e  Na t iona l  Y e a l t h  
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S e r v i c e  Corps  i n  i n c r e a s i n g  t h e  a v a i l a b i l i t y  o f  p h y s i c i a n s  

i n  communi t i e s  d e s i g n a t e d  a s  h a v i n g  a c r i t i c a l  s h o r t a g e  of 

h e a l t h  manpower. We a l s o  r e v i e w e d  t h e  F e d e r a l  l o a n  r e p a y -  

ment  p rogram f o r  p h y s i c i a n s ,  t h e  a r ea  h e a l t h  e d u c a t i o n  

c e n t e r s  and  t h e  p r e c e p t o r s h i p  and  f a m i l y  m e d i c i n e  t r a i n i n g  

program.  We a l s o  e x p l o r e d  a number o f  S t a t e  a c t i v i t i e s  

which a re  u s i n g  a l t e r n a t i v e s  s u c h  a s  p h y s i c i a n  e x t e n d e r s  t o  

t h e  u s e  o f  p h y s i c i a n s  i n  r u r a l  areas.  

< 

We found  t h a t  d i s t r i b u t i o n  of h e a l t h  manpower and  

p a r t i c u l a r l y  p h y s i c i a n s  i s  c l e a r l y  uneven  and  t h a t  t h e  N e w  

Eng land ,  Y i d - A t l a n t i c  and  P a c i f i c  r e g i o n s  r a n k  almost 20  

p e r c e n t  above  t h e  n a t i o n a l  a v e r a g e  i n  p h y s i c i a n s  per 1 0 0 , 0 0 0  

p e r s o n s  w h i l e  t h e  East  S o u t h  C e n t r a l  r e g i o n  i s  almost 30 p e r -  

c e n t  be low t h e  n a t i o n a l  a v e r a g e .  We f o u n d  a l s o  t h a t  newly  

g r a d u a t i n g  p h y s i c i a n s ,  l i k e  t h e i r  p r e d e c e s s o r s ,  a re  t e n d i n g  

t o  e n t e r  p r a c t i c e  p r e d o m i n a t e l y  i n  u r b a n  a r e a s  and  t h a t  t h e  

f a c t o r s  i n f l u e n c i n g  t h e i r  l o c a t i o n  d e c i s i o n s  have  r ema ined  

v i r t u a l l y  unchanged o v e r  t h e  l a s t  s e v e r a l  y e a r s .  We l e a r n e d  

t h a t  l o a n  r epaymen t  was n o t  a n  i m p o r t a n t  f a c t o r  i n  t h e  

se lec t ion  o f  p r a c t i c e  l o c a t i o n  and  t h e r e f o r e  recommended 

t h a t  C o n g r e s s  r e c o n s i d e r  w h e t h e r  t h a t  p rog ram s h o u l d  be 

c o n t i n u e d .  

A f t e r  o u r  e x a m i n a t i o n  o f  t h e  area h e a l t h  e d u c a t i o n  

center p r o g r a m ,  w e  f e l t  t h a t  t h i s  a c t i v i t y  h a s  u s e f u l  l ong-  

term p o t e n t i a l  f o r  i m p r o v i n g  g e o g r a p h i c  h e a l t h  manpower 
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d i s t r i b u t i o n .  W e  n o t e d ,  p a r t i c u l a r l y ,  t h a t  c e r t a i n  o f  t h e  

p rograms  h a v e  e s t a b l i s h e d  r a t h e r  c lose  l i n k a g e s  be tween  t h e  

m e d i c a l  s c h o o l  and  t h e  h e a l t h  d e l i v e r y  s y s t e m  w i t h i n  t h e  

c o m m u n i t i e s  i n  t h e  S t a t e s .  T h e s e  l i n k a g e s  h a v e  r e s u l t e d  

from t r a i n i n g  of rnedicaf- s t u d e n t s  i n  community h o s p i t a l s  

and  i n  p h y s i c i a n s '  o f f i c e s ,  f rom a n  i n c r e a s e  i n  t h e  number 

o f  medical r e s i d e n c i e s  w i t h i n  t h e  S t a t e ,  and  a s  a r e s u l t  o f  

t h e  e s t a b l i s h m e n t  of c o n t i n u i n g  e d u c a t i o n  c o u r s e s  i n  a r eas  

remote f rom t h e  medical s c h o o l .  

We were i m p r e s s e d  by t h e  WAMI p r o g r a m  which  has  

attem9ted t o  p l a c e  p h y s i c i a n s  i n  areas  o f  need i n  t h e  S t a t e s  

of W a s h i n g t o n ,  A l a s k a ,  Montana and I d a h o  ( f r o m  which  t h e  

acronym d e r i v e s )  and  t o  i n c r e a s e  t h e  number of p r i m a r y  care  

p h y s i c i a n s  b e i n g  t r a i n e d .  W e  were a l s o  i m p r e s s e d  w i t h  t h e  

e x t e n t  t o  which  E a s t e r n  Kentucky h a s  t a c k l e d  t h e  p r o b l e m  o f  

r u r a l  h e a l t h  care  d e l i v e r y  by e s t a b l i s h i n g  a number of  inno-  

v a t i v e  p rograms  i n c l u d i n g  e x t e n s i v e  use o f  p h y s i c i a n  e x t e n d e r s ,  

mob i l e  h e a l t h  care  u n i t s  a n d  c o m p u t e r i z e d  m e d i c a l  and  manage- 

ment i n f o r m a t i o n  s y s t e m s .  

The a l loca t ion  of medical  resources and  s e r v i c e s  

o b v i o u s l y  r e q u i r e s  c a r e f u l  and  t h o u g h t f u l  p l a n n i n g .  A num- 

be r  o f  y e a r s  a g o ,  t h e  GAO e v a l u a t e d  o n  c o m p r e h e n s i v e  h e a l t h  

p l a n n i n g  a s  car r ied  o u t  by S t a t e  a n d  areawide h e a l t h  p lan-  

n i n g  a g e n c i e s  i n  t h r e e  S t a t e s .  
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More r e c e n t l y ,  w e  r e v i e w e d  t h e  s t a t u s  o f  t h e  

i m p l e m e n t a t i o n  o f  t h e  1 9 7 4  N a t i o n a l  H e a l t h  P l a n n i n g  and 

Resources Development  A c t  which  s o u g h t  t o  b u i l d  o n  t h e  

e x p e r i e n c e  o f  t h e  H i l l - B u r t o n  r e g i o n a l  m e d i c a l  and  compre- 

h e n s i v e  h e a l t h  p l a n n i n g  programs and  t o  combine t h e i r  b e s t  

f e a t u r e s  i n  t h e  l a t e s t  h e a l t h  p l a n n i n g  e f f o r t .  The b a s i c  

purpose of t h e  a c t  was t o  a c h i e v e  e q u a l  access t o  q u a l i t y  

h e a l t h  care  a t  r e a s o n a b l e  cos t  b u t  w e  f o u n d  many d e l a y s  i n  

imp lemen t inq  t h e  p r o v i s i o n s  o f  t h e  a c t  and  many o r a a n i z a -  

t i o n a l  p r o b l e m s  w i t h i n  t h e  Depar tmen t  of B e a l t h ,  E d u c a t i o n ,  

and W e l f a r e  which  have  impeded t h e  t i m e l y  deve lopmen t  of 

h e a l t h  s y s t e m s  a g e n c i e s .  

<- 

I n  a d d i t i o n ,  w e  found  t h a t  h e a l t h  s y s t e m s  a g e n c i e s  had 

l i t t l e  d a t a  a v a i l a b l e  o n  t h e  e x i s t i n g  h e a l t h  c a r e  s y s t e m  

and t h e  s t a t u s  of t h e  h e a l t h  of t h e i r  r e s i d e n t s  and t h a t  no  

a p p r o v e d  n a t i o n a l  s t a n d a r d s  o r  c r i t e r i a  were a v a i l a b l e  

r e g a r d i n g  t h e  a p p r o p r i a t e  s u p p l y ,  d i s t r i b u t i o n  and  o r g a n i z a -  

t i o n  of h e a l t h  r e s o u r c e s  and  s e r v i c e s .  We also found  t h a t  

c o n t r o v e r s y  e x i s t s  o v e r  t h e  c o m p a t i b i l i t y  o f  t h e  o b j e c t i v e s  

of t h e  a c t  and  t h a t  h e a l t h  s y s t e m s  a g e n c y  b o a r d  members and 

l o c a l  h e a l t h  p r o f e s s i o n a l  g r o u p s ,  a s  w e l l  a s  p u b l i c  o f f i c i a l s  

were n o t  o p t i m i s t i c  a b o u t  m e e t i n g  t h e  g o a l s  of r e s t r a i n i n g  

h e a l t h  ca re  costs  and  improv ing  a c c e s s i b i l i t y  t o  h e a l t h  care .  

F u r t h e r m o r e ,  many o f f i c i a l s  q u e s t i o n e d  t h e  a u t h o r i t y  and  t h e  

a b i l i t y  of a r e a w i d e  h e a l t h  s y s t e m s  a g e n c i e s  t o  a c c o m p l i s h  
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the goals. While it is perhaps too early to render any final 

judgment on the ability of health systems agencies to bring 

some order to the system, our review does not supply a parti- 

cularly hopeful note in an area which is of great importance 

if national objectives aimed at the appropriate allocation 

of health resources and services are to be achieved. 

Because of the fact that many hospitals with federally 

assisted loans have been experiencing serious financial prob- 

blems, the GAO sent a questionnaire to 380 hospitals partici- 

pating in this program. Forty-four of these hospitals said 

that their financial condition was poor. Clearly, their 

financial problems could lead to defaults and closure of 

facilities; six hospitals had already defaulted on their 

[ loans. We recommended that the Department of Health, Educa- 

tion, and Welfare should make comprehensive risk assessments 

to identify the chances of loan defaults and that the Depart- 

ment should increase its vigilence in monitoring the program. 

We recently reported on a review that we made of the 

work of the Joint Commission on the Accreditation of Hospitals 

and a comparison of its accreditation activities with those 

of the State health agencies which are required to perform 

hospital validation surveys under contract from the Depart- 

ment of Health, Education, and Welfare. We found that the 

Commission reported more deficiencies and more significant 

ones. We also found that the State accreditation process 
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w a s  not r e l i a b l e  and  w e  p r o p o s e d  c o n s i d e r a t i o n  of a number 

o f  a l t e r n a t i v e  a p p r o a c h e s  i n  o rde r  t o  r e v i t a l i z e  t h e  

Hedicare c e r t i f i c a t i o n  p r o c e s s .  One o f  t h e  i m p o r t a n t  a l t e r -  

n a t i v e s  t h a t  w e  p r o p o s e d  f o r  c o n s i d e r a t i o n  would requi re  

t h a t  t h e  Depar tmen t  of H e a l t h ,  E d u c a t i o n ,  and  W e l f a r e  con-  

t r a c t  w i t h  t h e  J o i n t  Commission o n  Accredi ta t ion  of E l o s p i t a l s  

f o r  a l l  h o s p i t a l  c e r t i f i c a t i o n  s u r v e y s .  

Last  y e a r  w e  r e p o r t e d  on a r e v i e w  t h a t  w e  had  pe r fo rmed  

o f  t h e  n e i g h b o r h o o d  h e a l t h  c e n t e r s  program.  T h e s e  c e n t e r s ,  

wh ich  were f i r s t  e s t a b l i s h e d  b y  t h e  O f f i c e  o f  Economic 

V o p p o r t u n i t y ,  s e r v e  areas  o f  t h e  c o u n t r y  i n  which  some 45 

m i l l i o n  Amer icans  l i v e  u n d e r  c o n d i t i o n s  wh ich  a p p a r e n t l y  have  

n o t  p r o v e n  a t t r a c t i v e  t o  h e a l t h  care  p r o v i d e r s .  Our objec- 

t i v e s  i n  e x a m i n i n g  t h e s e  c e n t e r s ,  were t o  d e t e r m i n e  w h e t h e r  

t h e  c e n t e r s  c o n t i n u e d  t o  s e r v e  a u s e f u l  purpose, w h e t h e r  t h e y  

were d u p l i c a t i v e  of a l r e a d y  e x i s t i n g  s e r v i c e s  and  w h e t h e r  

h e a l t h  manpower was b e i n g  e f f e c t i v e l y  u s e d  i n  t h e  centers .  

A p r e v i o u s  GAO r epor t ,  i s s u e d  i n  1 9 7 4 ,  had r a i s e d  some sues-. 

t i o n s  c o n c e r n i n g  t h e  u t i l i z a t i o n  o f  p h y s i c i a n s  and d e n t i s t s  

i n  n e i g h b o r h o o d  h e a l t h  c e n t e r s .  

Ne found  t h a t  t h e  n e i g h b o r h o o d  h e a l t h  c e n t e r s  were 

g e n e r a l l y  o v e r s t a f f e d  f o r  t h e  number of p a t i e n t s  b e i n u  t r e a t e d  

and t h a t  p a t i e n t  demand h a s  n o t  reached t h e  l e v e l  o n  which 

s t a f f i n g  was based;  n o r  d o  w e  b e l i e v e  t h a t  demand f o r  h e a l t h  

s e r v i c e s  f rom t h e s e  c e n t e r s  i s  l i k e l y  t o  s i g n i f i c a n t l y  i n c r e a s e  
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i n  t h e  f o r s e e a b l e  f u t u r e .  W e  a l so  f e l t  t h a t  there  was 

c o n s i d e r a b l e  u n c e r t a i n t y  a s  t o  w h e t h e r ,  i n  f a c t ,  t h e  c e n t e r s  

were s e r v i n g  r e s i d e n t s  o f  m e d i c a l l y  u n d e r s e r v e d  areas .  

Some centers ,  i n  a n  e f f o r t  t o  o b t a i n  r e v e n u e s ,  h a v e  d r o p p e d  

boundary  and  r e s i d e n c y  r e q u i r e m e n t s  t o  a t t r a c t  p a t i e n t s  who 

h a v e  t h e  means t o  p a y  f o r  t h e s e  s e r v i c e s .  We believe t h a t  

t h i s  d u p l i c a t e s  care a v a i l a b l e  i n  a l r e a d y  e x i s t i n g  f a c i l i t i e s .  

We a l s o  d e t e r m i n e d  t h a t  most p a t i e n t s  u s e  t h e  c e n t e r s  f o r  

t r e a t m e n t  of i l l n e s s  and v e r y  l i t t l e  f o r  p r e v e n t i o n  e v e n  

though  t h i s  h a s  b e e n  o n e  o f  t h e  s t a t e d  p u r p o s e s  o f  t h e s e  

cen ters .  

Our recommendat ions  were g e a r e d  t o  b r i n g i n g  a b o u t  c h a n g e s  

i n  most of t h e  a r e a s  i n  wh ich  we had  v o i c e d  some c r i t i c i sm;  

f o r  e x a m p l e ,  w e  s u g g e s t e d  t h a t  s t a f f  be r educed  a t  some c e n -  

t e r s  t o  l e v e l s  c o n s i s t e n t  w i t h  demand f o r  s e r v i c e s  and  t h a t  

c r i t e r i a  be d e v e l o p e d  f o r  m e a s u r i n g  t h e  p r o d u c t i v i t y  of 

d e n t i s t s .  W e  a l s o  recommended t h a t  f u n d i n g  f o r  cen te r s  w h i c h  

p r i m a r i l y  s e r v e  p e o p l e  who d o  n o t  l i v e  i n  m e d i c a l l y  unde r -  

s e r v e d  a reas  be s t o p p e d ,  p a r t i c u l a r l y  when t h e  r e s i d e n t s  

have  access t o  o t h e r  h e a l t h  care p r o v i d e r s .  

I w o u l d  l i k e  now t o  t u r n  f o r  a f ew moments t o  d i s c u s s  

t h e  f i e l d  of research  w i t h  emphasis o n  Federal  research  

g r a n t s .  The i m p o r t a n c e  of r e s e a r c h  h a s  been  c l e a r l y  recog- 

n i z e d  by t h e  F e d e r a l  Government .  The  P r e s i d e n t ' s  b u d g e t  f o r  

f i s c a l  y e a r  1 9 8 0  p r o p o s e d  $ 3 0 . 6  - b i l l i o n  f o r  r e s e a r c h  a n d  
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d e v e l o p m e n t .  O f  t h i s  amount ,  $3 .9  is  p r o p o s e d  t o  s u p p o r t  

t h e  c o n d u c t  of r e s e a r c h  and  d e v e l o p m e n t  i n  c o l l e g e s  and 

u n i v e r s i t i e s ,  i n c l u d i n g  medical schools .  A p p r o x i m a t e l y  h a l f  

o f  t h e  Federal  r e s e a r c h  a n d  d e v e l o p m e n t  f u n d s  t h a t  c o l l e g e s  

and u n i v e r s i t i e s  r e c e i v e g o e s  t o  c o n d u c t  b a s i c  research:  

a p p r o x i m a t e l y  40 p e r c e n t  t o  c o n d u c t  appl ied  r e s e a r c h ,  p r i -  

m a r i l y  of a medical n a t u r e ,  a n d ;  t h e  r e m a i n d e r  t o  u n d e r t a k e  

d e v e l o p m e n t  a c t i v i t i e s .  When o n e  c o n s i d e r s  t h a t  a b o u t  two- 

t h i r d s  of t h e  d i r e c t  support  of research and  deve lopmen t  i n  

these i n s t i t u t i o n s  i s  p r o v i d e d  b y  t h e  F e d e r a l  Government ,  i t  

is  a p p a r e n t  t h a t  gove rnmen t  and  academia have  become depend-  

e n t  o n  e a c h  o t h e r .  

However, t h e r e  a re  s i g n s  of s t r a i n  i n  t h i s  r e l a t i o n s h i p .  

Las t  November, Jerome W i e s n e r ,  t h e n  P r e s i d e n t  of P4IT e x p r e s s e d  

" g r a v e  c o n c e r n  t h a t  t h e  b a s i c  F e d e r a l - a c a d e m i c  r e l a t i o n s h i p  

i s  f l o u n d e r i n g " .  I n  r e c o g n i t i o n  o f  t h e  i m p o r t a n c e  o f  these  

t e n s i o n s ,  a n  i n d e p e n d e n t  N a t i o n a l  C o m m i s s i o n  o n  R e s e a r c h  

c rea ted  i n  O c t o b e r  1 9 7 8  i s  t a k i n g  a n  i n - d e p t h  look a t  t h e  

i s s u e s  i n v o l v e d .  The p r o b l e m  i s  how t o  a c h i e v e  adequate 

a c c o u n t a b i l i t y  f o r  p u b l i c  f u n d s  w i t h o u t  impos ing  e x c e s s i v e  

c o n t r o l s ,  d i r e c t i o n ,  and  a d m i n i s t r a t i v e  b u r d e n s  on research 

g r a n t e e s ,  which  would  i n h i b i t  f r eedom of i n t e l l e c t u a l  

i n q u i r y  and e f f i c i e n t  p e r f o r m a n c e  o f  r e s e a r c h .  The k e y s t o n e  

of t h e  r e s e a r c h  p r o c e s s  i s  t h e  i n d i v i d u a l  r e s e a r c h e r .  I t  

i s  h e  who c o n c e i v e s ,  d i r e c t s ,  p e r f o r m s  a n d  p u b l i s h e s  h i s  
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work.  A s  a c o n s e q u e n c e ,  t h e  r e s e a r c h e r  w i l l  b e  p a r t i c u l a r l y  

s e n s i t i v e  t o  a n y  e x t e r n a l l y  imposed c o n s t r a i n t s  o n  h i s  time 

and i n v e s t i g a t i v e  e f f o r t .  

On t h e  o t h e r  h a n d ,  t h e  Government ,  a s  t h e  s t e w a r d  of 
c 

p u b l i c  monies e n t r u s t e d  t o  i t ,  i s  a c c o u n t a b l e  t o  t h e  p u b l i c  

f o r  s u p p o r t i n g  h i g h  q u a l i t y  e f f o r t s .  P e e r  r e v i e w  appears t o  

b e  t h e  best  method t o  a c c o u n t  for t h e  s u b s t a n c e  of  s c i e n t i f i c  

r e s e a r c h  as  opposed  t o  o t h e r  a spec t s ,  s u c h  a s  f i n a n c e s .  

R e c e n t l y ,  p u b l i c  p ressure  f o r  a c c o u n t a b i l i t y  i n  Government  

h a s  s u b s t a n t i a l l y  i n c r e a s e d ,  i n  p a r t ,  because o f  i n c r e a s e d  

i n f l a t i o n ,  p a r t i a l l y  b e c a u s e  t h e r e  appears t o  b e  p u b l i c  m i s -  

t r u s t  o f  l a r g e  i n s t i t u t i o n s ,  and p a r t l y  b e c a u s e  t h e r e  h a s  

b e e n  i n c r e a s e d  t i g h t e n i n g  of F e d e r a l  s p e n d i n g  w i t h  g r e a t e r  

c o m p e t i t i o n  f o r  i n c r e a s i n g l y  scarce f u n d s .  The k e y  i s s u e  

h e r e  i s  how t o  e n s u r e  proper s t e w a r d s h i p  for f u n d s  s p e n t  

i n  r e s e a r c h  w i t h o u t  impos ing  c o n t r o l ,  d i r e c t i o n  and  a d m i n i s -  

t r a t i v e  b u r d e n s  o n  r e s e a r c h  g r a n t e e s .  

. The GAO h a s  g r e a t  i n t e r e s t  i n  t h e  issues  r e l a t i n a  t o  

b a s i c  r e s e a r c h  and  h a s  a c o n s i d e r a b l e  amount  of r e l a t e d  

work i n  progress  o r  b e i n g  p l a n n e d  i n c l u d i n g  a r e v i e w  o f  t h e  

a d e q u a c y  of HEW a u d i t s  of t h e  2 0  academic i n s t i t u t i o n s  t h a t  

r e c e i v e d  t h e  most F e d e r a l  suppor t  d u r i n g  f i s c a l  y e a r  1 9 7 5 ;  

a r e v i e w  of i n d i r e c t  cos t s  of h e a l t h  research,  'now t h e y  a r e  

computed, and  why t h e y  a r e  i n c r e a s i n g  so r a p i d l y ;  a s t u d y  

o f  r e s e a r c h  p r o p o s a l  r e v i e w  and  m o n i t o r i n g  of g r a n t s  t o  



u n i v e r s i t i e s  by  t h e  N a t i o n a l  S c i e n c e  F o u n d a t i o n  and  N a t i o n a l  

I n s t i t u t e s  of  H e a l t h ;  and  a s t u d y  wh ich  w i l l  examine  Federal  

pol ic ies  and  i n s t i t u t i o n a l  r e l a t i o n s h i p s  a f f e c t i n g  Government- 

i n d u s t r y - u n i v e r s i t y  c o o p e r a t i o n  i n  t h e  area of b a s i c  r e s e a r c h .  

A s  a r e s u l t  of c o n g r e s s i o n a l  c o n c e r n  a t  t h e  l a rge  

p r o p o r t i o n  o f  h e a l t h  r e s e a r c h  f u n d s  s p e n t  f o r  i n d i r e c t  costs 

and  t h e  wide  r a n g e  i n  t h o s e  cos ts  among d i f f e r e n t  i n s t i t u t i o n s ,  

t h e  GAO a s k e d  t h e  N a t i o n a l  I n s t i t u t e s  of H e a l t h  1977  g r a n t e e s 9 f  

what  c a u s e d  t h e  g r e a t e s t  i n c r e a s e  i n  t h e i r  i n d i r e c t  r e s e a r c h  
3 

cos ts .  Most blamed u t i l i t y  b i l l s  and  c o m p l i a n c e  w i t h  Govern- 

ment  mandated  r e q u i r e m e n t s .  

F i n a l l y ,  I would l i k e  t o  d i s c u s s  a few GAO e f f o r t s  

c u r r e n t l y  underway which  may be o f  c o n s i d e r a b l e  i n t e r e s t  t o  

y o u r  o r g a n i z a t i o n .  

I n  r e c e n t  y e a r s ,  t h e  N a t i o n ' s  h e a l t h  care bill h a s  

i n c r e a s e d  a t  a r a t e  much f a s t e r  t h a n  g r o w t h  i n  t h e  o v e r a l l  

economy. I n  1 9 7 8  h e a l t h  care  e x p e n d i t u r e s  i n  t h e  U n i t e d  

S t a t e s  i n c r e a s e d  t o  n e a r l y  $180 --- b i l l i o n .  T h e  p e r c e n t a g e  o f  

t h e  gross n a t i o n a l  p r o d u c t  s p e n t  o n  h e a l t h  care  h a s  almost 

doub led  i n  t h e  l a s t  29 y e a r s  from 4.6 p e r c e n t  i n  1 9 5 0  t o  

n e a r l y  9 p e r c e n t  i n  1 9 7 9 .  T h i s  s p i r a l i n g  i n f l a t i o n  i n  h e a l t h  

care  e x p e n d i t u r e s  h a s  b e e n  f u e l e d  by s p e n d i n g  f o r  h o s p i t a l  

care.  Hospi ta l  cos t s  a c c o u n t  f o r  t h e  l a r g e s t  single s h a r e  

o f  h e a l t h  care  cos ts  and  c u r r e n t l y  r e p r e s e n t  a b o u t  4 3  c e n t s  

of t h e  h e a l t h  care  c o s t  d o l l a r .  
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It is difficult to place specific r-esponsibility.for 

the cost increase since the hospital industry does not tend 

to respond to normal market forces. Decisions regarding hos- 

pital spending are highly decentralized; patient choices of 

when and where services are provided are usually restricted 
s 

and payment comes primarily from third party payors. Some 

economists contend that since hospitals are removed from the 

normal marketplace economic factors, much of the incentive 

for hospital managers to run hospitals efficiently are not 

present. These economists also argue that the traditional 

cost-based retrospective payment method has eroded any 

remaining incentive by paying for essentially all costs of 

medical care deemed appropriate by physicians and hospitals. 

In an effort to provide incentives for cost savings, an 

increasing number of States and insurance companies are 

paying hospitals for patient care on the basis of rates 

established before the services are provided. The underly- 

ing principle of this prospective payment method is that 

these preestablished rates may provide financial rewards 

and penalties and will cause hospital managers to operate 

more efficiently without compromising the quality of the 

services provided. In theory, this payment methodology 

places hospitals at financial risk and encourages them to 

keep actual expenditures below the prospectively established 

rates, puts increased emphasis on identifying and controlling 
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costs  and  e n c o u r a g e s  them t o  examine  t h e  f i n a n c i a l  i m p l i c a t i o n s  

of a n y  new f a c i l i t i e s  a n d  s e r v i c e s .  

We have  r e c e n t l y  become i n v o l v e d  i n  examin ing  t h e  r e a s o n s  

f o r  s p i r a l i n g  h o s p i t a l  costs  and  f o r  r e v i e w i n g  b o t h  t h e  re t ro-  

s p e c t i v e  and  p r o s p e c t i v e  r e i m b u r s e m e n t  s y s t e m s .  

t h i s  s t u d y ,  w e  h a v e  s p e n t  some time r e v i e w i n g  s y s t e m s  i n  opera- 

t i o n  i n  some o f  t h e  p r o v i n c e s  o f  Canada and  w e  h a v e  explored 

t h e  issues w i t h  a number of S t a t e  r e v i e w  commiss ions .  We h a v e  

s u b m i t t e d  a q u e s t i o n n a i r e  t o  3 ,300  h o s p i t a l  a d m i n i s t r a t o r s  i n  

a n  e f f o r t  t o  d e t e r m i n e  wh ich  t y p e  o f  management t e c h n i q u e s  

could h e l p  c o n s t r a i n  t h e  rise i n  h o s p i t a l  cos t s .  We a l s o  

s u b m i t t e d  q u e s t i o n n a i r e s  t o  a number of h e a l t h  care e x p e r t s  

t o  o b t a i n  t h e i r  o p i n i o n s  o n  t h e  p o t e n t i a l  f o r  c o n t a i n i n g  hos- 

p i t a l  costs  and  t h e  ease w i t h  wh ich  selected management t e c h -  

n i q u e s  c o u l d  be  implemented .  I n  a d d i t i o n ,  w e  v i s i t e d  5 5  hos-  

p i t a l s  t o  o b t a i n  d e t a i l e d  i n f o r m a t i o n  o n  how t e c h n i q u e s  a r e  

b e i n g  a p p l i e d  and w h a t ,  i f  a n y ,  e f f e c t  t h e y  had o n  costs .  We 

r e c o g n i z e ,  however ,  t h a t  t h e  s o l u t i o n s  f o r  c o n t a i n i n g  h e a l t h  

care cos ts  a r e  n o t  e a s y  t o  come by .  However, work o n  t h i s  

r e v i e w  i s  c o n t i n u i n g  and  w e  expect t o  issue o u r  r e p o r t  e a r l y  

n e x t  y e a r .  

A s  p a r t  of 

As somewhat o f  a f o l l o w u p  o n  t h i s  r e v i e w ,  w e  h a v e  

r e c e n t l y  become i n t e r e s t e d  i n  examin ing  how p h y s i c i a n s  a r e  

t r a i n e d  d u r i n g  t h e i r  u n d e r g r a d u a t e  d a y s ,  and  a s  p a r t  o f  

c o n t i n u i n g  e d u c a t i o n ,  t o  be aware of  t h e  cos t  of p r o c e d u r e s  

and items t h e y  order  when d i a g n o s i n g  and  t r e a t i n g  p a t i e n t s  
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m e d i c a l  c o n d i t i o n s .  I n  a d d i t i o n  t o  d e t e r m i n i n g  t h e  e x t e n t  

t o  which  t h e y  a re  t r a i n e d  i n  t h e s e  a reas ,  w e  a r e  a l s o  

i n t e r e s t e d  i n  l e a r n i n g  how w i d e l y  t h i s  i n f o r m a t i o n  is  u s e d  

i n  e v e r y - d a y  work w i t h  p a t i e n t s .  W e  a r e  a l s o  e x p l o r i n g  t h e  

e x t e n t  t o  which  p h y s i c i a n s  a r e  aware of t e c h n i q u e s  and  d r u g s  

wh ich  may be u s e d  t o  t r e a t  t h e  same p a t i e n t  p r o b l e m s  as  

e f f e c t i v e l y  b u t  p e r h a p s  more e c o n o m i c a l l y .  T h i s  r e v i e w  i s  

i n  i t s  i n f a n c y  b u t  w e  b e l i e v e  w i l l  s u p p l y  some u s e f u l  i n f o r -  

m a t i o n  on a s u b j e c t  w e  f e e l  is of some c u r r e n t  i n t e r e s t .  

I am s u r e  t h a t  e v e r y o n e  i n  this room is  aware of t h e  

r e c e n t  p r o l i f e r a t i o n  of medical s c h o o l s  t h a t  h a s  o c c u r r e d - -  

p a r t i c u l a r l y  i n  t h e  C a r r i b b e a n  and  t o  some e x t e n t  i n  Mexico-- 

a p p a r e n t l y  t o  a t t r a c t  U n i t e d  S t a t e s  s t u d e n t s  who h a v e  f a i l e d  

t o  g a i n  a d m i s s i o n  t o  m e d i c a l  s c h o o l s  i n  t h i s  c o u n t r y .  We 

have  r e c e n t l y  u n d e r t a k e n ,  a s  a r e s u l t  of a c o n g r e s s i o n a l  

r e q u e s t ,  a d e t a i l e d  s t u d y  of t h i s  s i t u a t i o n  w i t h  a v i e w  t o  

making a n  e f f o r t  t o  address  a number of i s s u e s  i n c l u d i n g  

q u e s t i o n s  c o n c e r n i n g  t h e  number o f  Amer ican  medical s t u d e n t s  

c u r r e n t l y  e n r o l l e d  i n  f o r e i g n  medical schools who a r e  

r e c e i v i n g  g u a r a n t e e d  s t u d e n t  l o a n s  o r  V e t e r a n s  A d m i n i s t r a t i o n  

b e n e f i t s  and  w h a t  is  t h e  c u r r e n t  a n n u a l  cos t  t o  t h e  U n i t e d  

S t a t e s  f o r  t h i s  a s s i s t a n c e .  We a r e  e n d e a v o r i n g  t o  l e a r n  

what  a t tempts  h a v e  b e e n  made by t h e  Depar tmen t  of H e a l t h ,  

E d u c a t i o n ,  a n d  W e l f a r e  and  t h e  V e t e r a n s  A d n i n i s t r a t i o n  t o  

d e t e r m i n e  w h e t h e r  f o r e i g n  medical s c h o o l s  h a v e  s t a n d a r d s  
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f a i r l y  c o m p a r a b l e  t o  o u r  i n s t i t u t i o n s .  We a l s o  hope  .to 

l e a r n  t h e  c u r r e n t  p o s i t i o n  of t h e  D e p a r t m e n t  of H e a l t h ,  

E d u c a t i o n ,  and  W e l f a r e  c o n c e r n i n g  t h e  poss ib le  i m p a c t  t h a t  

r e t u r n i n g  p h y s i c i a n s  w i l l  h a v e  o n  t h e  t o t a l  s u p p l y  o f  p h y s i -  

c i a n s  and  o n  m e d i c a l  cos t s .  We would l i k e  t o  know w h e t h e r  

f i n a n c i a l  g a i n  p l a y s  a role  i n  t h e  e s t a b l i s h m e n t  of some 

of t h e s e  new medical s c h o o l s  and  t o  what  e x t e n t  U n i t e d  

S t a t e s  s t u d e n t s  s t u d y i n g  abroad a re  a b l e  t o  pass  t h e  r e q u i -  

s i t e  e x a m i n a t i o n s  t o  r e c e i v e  l i c e n s u r e  and  p o s t - g r a d u a t e  

t r a i n i n g  i n  t h e  U n i t e d  S t a t e s .  W e  a r e  a l s o  i n t e r e s t e d  i n  

d e t e r m i n i n g  what happens  t o  U n i t e d  S t a t e s  s t u d e n t s  who a re  

u n a b l e  t o  s e c u r e  p o s t - g r a d u a t e  e d u c a t i o n  o r  pass examina-  

t i o n s  which  would e n a b l e  them t o  prac t ice  i n  t h i s  c o u n t r y .  

And f i n a l l y ,  w e  a r e  s t u d y i n g  t h e  e x t e n t  t o  wh ich  U n i t e d  

S t a t e s  s t u d e n t s  s t u d y i n g  abroad c a n  a v a i l  t h e m s e l v e s  of 

c l i n i c a l  t r a i n i n g  i n  t h e  f o r e i g n  c o u n t r y  a n d  t h e  e x t e n t  t o  

which  t r a i n i n g  i s  b e i n g  made a v a i l a b l e  w i t h i n  h o s p i t a l s  i n  

t h e  U n i t e d  S t a t e s .  

e 

A s  p a r t  o f  t h i s  s t u d y ,  w e  have  a l r e d y  s p e n t  c o n s i d e r a b l e  

t i m e  r e v i e w i n g  t h e  p rograms  of t h e  O f f i c e  o f  E d u c a t i o n  and 

t h e  V e t e r a n s  A d m i n i s t r a t i o n  and  have  s p o k e n  w i t h  a number of 

p r o f e s s i o n a l  medical  organizations. We a r e  in the process 

of  v i s i t i n g  a number of medical schools  located i n  f o r e i g n  

c o u n t r i e s  w i t h  e m p h a s i s  o n  t h o s e  schools which  h a v e  a l a r g e  

number o f  American s t u d e n t s .  We a r e  a l so  v i s i t i n g  h o s p i t a l s  
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i n  t h e  U n i t e d  S t a t e s  t o  which  some o f  t h e s e  s t u d e n t s  a r e  

r e fe r r ed  f o r  a t  l e a s t  p a r t  o f  t h e i r  c l i n i i c a l  t r a i n i n g  and 

e x p e c t  t o  meet w i t h  a number o f  S t a t e  l i c e n s i n g  boards and  

o t h e r  a u t h o r i t i e s  w i t h  a v i e w  t o  e x p l o r i n g  a n y  problems t h a t  

h a v e  o c c u r r e d  o r  a r e  o n - t h e  h o r i z o n  w i t h  r e g a r d  t o  q u e s t i o n s  

of l i c e n s u r e  and  p o s t - g r a d u a t e  e d u c a t i o n .  Our report on  t h i s  

most i n t e r e s t i n g  s u b j e c t  s h o u l d  b e  f o r t h c o m i n g  f a i r l y  e a r l y  

\ i n  t h e  coming y e a r .  
\ 

L a s t l y ,  a word o r  t w o  c o n c e r n i n g  a n  i n t e r e s t i n g  r e v i e w  \ 

H! which  w e  h a v e  b e e n  p e r f o r m i n g  o f  t h e  Food and Drug A d m i n i s t r a -  Y 
/ t i o n ’ s  procedures f o r  l i c e n s i n g  d r u g s .  For s e v e r a l  y e a r s ,  

t h e  Food and Drug A d m i n i s t r a t i o n  h a s  b e e n  a c c u s e d  by  some f o r  

p r o m o t i n g  a so-called “ d r u g  lag” by w h i c h  was mean t  a b u r e a u -  

c r a t i c  i n e r t i a  t h r o u g h  wh ich  l i c e n s i n g  of new d r u g s  was 

b e i n g  d e l a y e d .  

I n  r e s p o n s e  t o  a c o n g r e s s i o n a l  request ,  w e  i n i t i a t e d  a 

r e v i e w  o f  t h e  d r u g  a p p r o v a l  p r o c e s s ,  n o t  o n l y  i n  t h i s  c o u n t r y  

b u t  i n  Canada and e i g h t  c o u n t r i e s  i n  E u r o p e .  We wan ted  t o  

d e t e r m i n e  how t h e  s y s t e m s  v a r i e d  and  w h e t h e r  t h e  p r o c e d u r e s  

ca r r i ed  o u t  i n  o t h e r  c o u n t r i e s  l e d  t o  more r a p i d  l i c e n s u r e  of 

e f f e c t i v e  d r u g s  w h i l e  s t i l l  s a f e g u a r d i n g  t h e  p u b l i c ’ s  s a f e t y .  

A l t h o u g h  t h i s  r e v i e w  i s  s t i l l  underway,  w e  q a v e  p r e l i m i n a r y  

t e s t i m o n y  on  J u n e  1 9  b e f o r e  t h e  House Subcommi t t ee  o n  S c i e n c e ,  

R e s e a r c h  and Techno logy  i n  wh ich  w e  p o i n t e d  o u t  t h a t  i m p o r t a n t  

d r u g s  d o  seem t o  t a k e  a l o n g  t i m e  t o  be  a p p r o v e d  i n  t h e  U n i t e d  
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Sta tes .  We a l s o  n o t e d  a number o f  v e r y  u s e f u l  d r u g s  which  

h a d  b e e n  l i c e n s e d  i n  v a r i o u s  E u r o p e a n  c o u n t r i e s  l o n g  b e f o r e  

l i c e n s u r e  was e f fec ted  i n  t h i s  c o u n t r y .  

Our repor t  o n  t h i s  t o p i c  w i l l  b e  a v a i l a b l e  f a i r l y  

e a r l y  i n  t h e  new y e a r ,  at which  time w e  e x p e c t  t o  t e s t i f y  a t  

h e a r i n g s  o n  t h e  A d m i n i s t r a t i o n ' s  Comprehens ive  Drug Reform 

B i l l .  

F r o m  my r e m a r k s ,  you c a n  r e a d i l y  g r a s p  t h e  number o f ,  

a n d  c o m p l e x i t y  o f ,  h e a l t h  care problems c h a l l e n g i n g  GAO 

a u d i t o r s  a n d  of c o n c e r n  t o  a l l  of u s .  

We c a n  a l l  agree t h a t  people i n  t h e  h e a l t h  care  system--  

b o t h  i n  and  o u t  of Governmen t - - con t inue  t o  s t r i v e  f o r  t h e  

g o a l  o f  r e a d y  access t o  q u a l i t y  h e a l t h  care  a t  a r e a s o n a b l e  

cos t .  
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