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The Veterans Administration does not have a

uniform, centrally coordinated system for its

hospltals to measure productivity. Therefore,

meaningful comparisons within VA cannot 1
be developed, and opportunities for improving i
operations andcontrolling resources are missed. l ’

Il

115141

I

An adequate productivity measurement system
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COMPTROLLER GENERAL OF THE UNITED STATES
' WASHINGTON D.C. 20548

B-202070

The Honorable Patricia Schroeder
Chairwoman, Subcommittee on Civil Service
Committee on Post Office and Civil Service
House of Representatives

Dear Madam Chairwoman:

This report responds to your May 3, 1979, letter requesting
that we evaluate the productivity of Veterans Administration (VA)
hospitals. Specifically, you asked us to compare the productivity
of VA hospitals with those of the private sector and other public
sector hospitals, outlining the reasons for any differences found.
You expressed particular interest in the measurement systems we
used to make our comparisons.

Measurement of productivity provides managers with informa-
tion for controlling and budgeting functions, maintaining accounta-
bility, linking individual and organizational performance with as-
pects of personnel management, and improving productivity. One
way these measures can be used to improve productivity is by com-
paring productivity levels of similar operations to determine the
best method of conducting the operations.

As you requested, we attempted to measure the productivity
of VA hospitals in order to compare them with other hospitals and
analyze the differences. We found, however, that adequate data for
determining and comparing the productivity of VA hospitals was gen-
erally unavailable because needed management information systems
have not been fully implemented. As a result, not only was our re-
view considerably curtailed, but we also concluded that VA managers
have little information to support their own efforts either to im-
prove productivity or control resources through the budget process.

ONLY LIMITED COMPARISONS CAN BE MADE
FROM AVAILABLE DATA

In our initial discussions with VA officials we found that
the VA does not have a uniform, agencywide productivity measure-
ment system. Further, although a few VA hospitals collect measure-
ment data, there is no centralized coordination to ensure uniform-
ity between these hospitals. Therefore, although we examined one
VA hospital that has some measurement data, we could not develop
comparisons that are representative of most VA hospitals, nor could
we make meaningful comparisons within the VA.
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In attempting to establish comparisons we selected four de-
partments in each of six hospitals located in the State of Texas.
Included in our review were hospitals belonging to the VA, the De-
partment of Defense, and the Public Health Service; and hospitals
operated by churches, owned by investors, and sponsored by founda-
tions. The individual departments we visited were the laboratory,
pharmacy, recovery room, and operating room.

To establish productivity comparisons for these departments
it is necessary to obtain measures of resources used and services
provided for each department; further, the units of measure must
be generally uniform across the hospitals. For example, in a phar-
macy the resources used consist primarily of staff-days and the
output primarily of medication dispensed.

We obtained VA hospital productivity measurement data from
two sources: the Federal Productivity Measurement Program, which
is operated by the Office of Personnel Management and the Depart-
ment of Labor's Bureau of Labor Statistics, and four information
systems currently being developed internally by the VA. Measures
for non-VA hospitals were obtained from the specific hospitals
contacted. We were unsuccessful in using the data provided by the
VA to the Federal Productivity Measurement Program and we had only
limited success in using the internal VA data systems.

The Federal Productivity Measurement Program consists of
single-agency functional group measures such as printing and pub-
lishing services. This program is directed toward overall produc-
tivity measurement. Therefore, the data it provides are not suffi-
ciently detailed for comparison with other hospitals because output
indicators are not segregated into the various departments. Typi-
cal output measures relate more appropriately to the overall hos-
pital and include number of inpatients treated in acute medicine
and surgery, inpatient days in extended hospital care, and out-
patient visits to VA dental staff.

When using VA's own internal data systems, only in the labora-
tories and operating rooms were sufficient data available for even
a very limited productivity comparison. The laboratories reviewed
varied in size, degree of automation, and duties. 1In spite of
this, the laboratory could be considered the most comparable of
the four departments studied because of the similar workload re-
porting method used in all the hospitals. Five of the six hos-
pitals visited used a workload reporting method devised by the
College of American Pathologists. This method weights the differ-
ent kinds of tests with a factor for the degree of automation in
the laboratory. The weighted number of tests then reflects a more
accurate measure of work performed.

Comparisons of productivity in the various pharmacies were
found to be more difficult because the Federal hospitals served
both inpatients and outpatients while the other hospitals served
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only inpatients. 1In addition, in the unit dose program alone, we
observed three methods for counting workload. These were

--one count for each pill dispensed,

--one coun. for each type medication dispensed per order, re-
gardless of the quantity of pills, and

--one count for every 10 pills dispensed, whether the same or
different medication.

In the operating room, common workload data expressed in num-
ber of cases handled was readily available from all six hospitals.
However, these cases were not weighted as to the length of time
each operation took. Therefore, if comparisons were made, a 15-
minute operation would receive as much credit as a 3-hour opera-
tion.

Workload information was available for the recovery room in
only three hospitals. To assume that the number of patients treated
in the operating room is equal to those receiving recovery care is
not valid because most people who receive only a local anesthetic
do not need the recovery care.

In addition to the lack of uniformity in counting workload,
there was no uniform definition of the resources required to pro-
duce the workload. For example, one hospital compiled hours worked
and hours paid separately for the operating room and the recovery
room. Two other hospitals, those of the Department of Defense and
the Public Health Service, used personnel whose pay data are re-
corded on an annual basis and therefore did not record hourly sta-
tistics.

Because of inadequate data we could not perform meaningful
comparisons between VA hospitals or determine VA-wide product1V1ty
for typical hospital departments. Further, variations in methods
of measurement precluded all but a few limited productivity com-
parisons for the single VA hospital selected as a test case. We
were unable to perform a reasonable comparison of the pharmacies
and recovery rooms in the six surveyed hospitals. Limited compari-
sons of laboratories and operating rooms, however, are presented
in appendix I. The comparisons show that the VA hospital has
higher laboratory productivity and lower operating room productlv—
ity than the hospitals that could be compared. Further examina-
tion disclosed that the higher laboratofy productivity was caused
partly by extensive automation of tests and partly by a high work-
load volume which provided economies of scale. The VA operating
room, on the other hand, is affected by the fact that the hospital
is a teaching hospital. 1Its operations are performed much more
slowly than those in nonteaching hospitals, which lowers the pro-
ductivity.
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VA MAY BE LOSING OPPORTUNITIES
FOR BETTER MANAGEMENT
BECAUSE OF LACK OF PRODUCTIVITY DATA

The lack of data for measuring productivity denies the VA an
important tool for such management actions as improving operations
and controlling resources. With such data, hospital managers can
make better informed decisions and operate departments more cost
effectively. Administrators at the less productive hospitals can
analyze operations at the more productive hospitals and identify
alternatives~-such as contracting with an automated laboratory, ac-
quiring equipment that performs tests at less cost, or hiring per-
sons more skilled at performing work. If work measurement stand-
ards are combined with the productivity data, a single hospital
can compare actual with potential performance. An example of man-
agement becoming aware of productivity improvement through compar-
ing actual performance with a standard was provided by a church-
operated hospital we visited. 1In that instance, productivity has
been increased by 20 percent in 3 years, through using measurement
data to aid management.

Hospital administrators in the private sector have long rec-
ognized the value of comparing their productivity with others. As
a result, private hospital comparison systems have been developed,
such as the American Hospital Association's Hospital Administrative
Services. For nearly 20 years, Hospital Administrative Services
has been providing its 3,000 active member hospitals--via a monthly
report--with a tool that enables them to compare unit costs on a
departmental basis with the average departmental costs of other
hospitals of the same size in the same geographic area. The sys-
tem also allows participants to compare current unit costs to pre-
vious unit costs for the various departments in the hospitals. The
Services' measures are not standards but rather are median unit
costs for all reporting hospitals. When an institution's data dif-
fers from the appropriate comparative medians, this does not sug-
gest "good"” or "bad" performance. Nonetheless, if such differences
are significant, the Association recommends that managers seek the
causes of discrepancies in the operating policies, procedures, and
practices of the particular hospital. Association officials feel
the system is useful in that it identifies departments that may
need improvement, and suggested to us that VA, with 172 hospitals,
should be able to develop a system similar to the Hospital Adminis-
trative Services system. They pointed out that differences in ac-
counting systems prevent the inclusion of VA hospitals in the
Services system, but that VA should not overlook the opportunity
to develop its own productivity data comparisons for productivity
improvement efforts.

In addition to losing opportunities for productivity improve-
ment through measurement control, the VA is not obtaining the man-
agement control that would be available to it through using produc-
tivity data for budgeting. The need to do this has been recognized
by both the House Appropriations Committee and the VA. The House

-4
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Appropriations Committee, in the spring of 1979, directed the VA
to develop "a workable measuring device for use in determining
staff sizing and distribution of personnel at hospitals of vary-
ing size and complexity." The VA, in the fiscal 1980 House appro-
priations hearings, pointed out that it is developing a "VA-wide
manpower manacement system" which will include "the use of pro-
ductivity as a management tool." This system is still in devel-
opment. The existence of an adequate productivity measurement
system could enhance the budget review at all levels--VA, Office
of Management and Budget, and the Congress--and recognition of the
need for such data is an important step. However, coordinated ac-
tion on the part of VA management is needed to ensure that such a
system will be fully developed.

VA HAS NOT TAKEN EFFECTIVE
AND COORDINATED ACTION TO DEVELOP
NEEDED PRODUCTIVITY DATA SYSTEMS

Adequate information was unavailable for developing produc=-
tivity comparisons because VA management has not, in the past,
made a coordinated, concerted effort to establish and maintain
fully adequate measurement systems. Despite efforts as far back
as the early 1960s and congressional mandates in 1973 and 1979,
the VA is only now starting to coordinate the several measurement
systems that are currently being implemented, and to promote their
adequate development. VA's Health Systems Development Service was
authorized in June 1980 to integrate various productivity meas-
urement efforts but no mechanism has yet been established for
VA-wide coordination of all major systems.

Early VA measurement efforts were directed essentially toward
individual functions and, according to VA officials, gave little
emphasis to developing agencywide measures. For example, in the
early 1960s work measurement was applied at selected hospitals to
dietetics, engineering, and supply. Later, in the mid-1960s, it
began to be applied to other functions. Nursing-medical wards
and medical administration functions had measures which even in-
cluded quality control considerations. Other functions, however,
did not receive the same level of emphasis. Key functions such
as pharmacy, clinical laboratory, operating room, and physical
medicine and rehabilitation never progressed beyond having some
measures at development and test sites. This lack of management
emphasis was further underscored when, as the result of VA's 1971
reorganization, measurement efforts were largely abandoned until
1974.

In 1974, the National Academy of Sciences began work, as di-
rected by,gggiisziaw 93-82 (Aug. 2, 1973), to determine the numbers
and types of sta Tequired by VA to provide "high quality care."
According to VA officials, the systems devised and recommended by
the National Academy were not fully implemented because of a lack
of funding.
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Despite this lack of funding, effort is now being directed
toward developing measurement systems. We note, however, that
these current efforts are still not being managed in a coordinated
manner.

The following four systems constitute the VA's current major
efforts in developing productivity and work measures. These meas-
urement systems are, in all cases, part of larger management infor-
mation systems. Further, all of these systems are in the devel-
opment and testing phases.

--The Texas Hospital Association system. The Texas system was
started in October 1979. This system is planned to cover 11
services or departments, in which 80 percent of the hospital
staff are employed. Products of the system are to include
measures of outputs and staff inputs for measuring produc-
tivity by department, plus staffing standards to indicate
the appropriate staff requirements. The system is not com-
prehensive, however, since it does not include physicians'
services.

--The Patient and Resources Tracking system. This is a sub-
system of the Multi-Level Care (MLC) program and was begun
in February 1978. Its resource tracking portion is intended
to determine the resources in two categories: professional
services (physicians and nurses) and ancillary services
(such as laboratory and pharmacy).

--The Manpower Tracking System. This system is being devel-
oped in response to the 1979 requirement of the House Appro-
priations Committee that the VA develop "a workable measur-
ing device." The Manpower System uses only data that is
available from existing reports to relate type of staffing
to workload for various operational areas such as medical,
surgical, and psychiatric units.

--Health Manpower Resource Management System. The Health
Manpower System was initiated in 1979 as a response to one
of the National Academy's recommendations. One purpose of
the system is to provide a basis for determining the numbers
and types of staff required for VA hospitals. About 80 per-
cent coverage of hospital personnel is planned.

These brief descriptions demonstrate that there is duplica-
tion and overlap in the areas covered, and hence in the data col-
lection that will be required. The independent development of
these systems, however, created slight differences which make sub-
stitution of one data collection system for another infeasible at
this time.

Problems in obtaining adequate information systems are not re-

stricted to the VA. In our role of approving and reviewing execu-
tive agencies' accounting systems, we have observed that many

-6-
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problems are commonly encountered in the development of such sys-
tems. Drawing on these observations, we published a guide entitled
“Lessons Learned About Acquiring Financial Management And Other
Information Systems" (Aug. 1976). That publication points out the
necessity of centralizing project management, yet doing so with
agencywide cooidination and user participation in order to ensure
adequate systems development. Such an interdisciplinary approach
is a key to developing useful management information systems.

This issue has already been raised with the VA in our report "VA
Must Strengthen Management of ADP Resources To Serve Veterans Needs"
(FGMSD-80-60, July 16, 1980). 1In that report, we pointed out that
user participation in data systems design is needed to ensure that
the systems will be used, and that existing applications are not
overlapped and duplicated. We also noted in that report that dup-
licate data systems are a common problem for the VA.

VA management has recognized the need for coordination and
central guidance for implementing systems. In developing the Multi-
Level Care program, a steering committee was established in July
1979, in part to ensure coordination and integration of the MLC
systems and objectives with other related departmental systems and
objectives. The MLC program is a complex management information
system which is being designed to support an improved health care
concept. As previously noted, the Patient and Resources Tracking
system, which provides productivity data, is a subsystem of the
MLC system. The plans of the MLC steering committee include de-
veloping a data collection system which could provide basic infor-
mation needed by all other major VA hospital information systems.
For example, the MLC steering committee is examining the data input
and reporting requirements for several alternative systems such as
the Texas Hospital Association system. The intent of the steering
committee is not to eliminate the reports produced by other man-
agement information systems. Rather, they plan to eliminate the
need for other information systems to collect duplicate and over-
.lapping data. 1In addition, the committee plans to ensure that the
system will provide uniform productivity measures within groupings
of similar departments and hospitals.

CONCLUSIONS AND RECOMMENDATIONS

In spite of our efforts, we were unable to perform more than
a limited comparison of VA hospital productivity with non-VA hospi-
tals or with other VA hospitals because of inadequate productivity
measurement data. The VA has a few partly developed productivity
measures but they cannot easily be used to compare with non-VA hos-
pitals because of differences in the methods of measuring resources
used and services provided. A similar lack of uniformity hampers
comparisons between VA hospitals. Although efforts are underway
to establish several management information systems which could
provide productivity measures, these are not yet completed and fur-
ther, if installed as currently planned, they will overlap each
other.
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VA has a history of starting but not completing systems which
could provide the data necessary for developing productivity and
work measures. Now, however, there appears to be both interest and
management capability in the VA to foster the development of ade-
quate measurement systems. The interest is exhibited by the at-
tempts of the MLC steering committee to coordinate the data input
and reporting of the MLC system with other management information
systems. Such emphasis should be channeled, and measurement sys-
tems should be developed to help VA managers improve productivity
through such techniques as comparing similar organizations. Fur-
ther, these systems should give the VA objective data for support-
ing budgets. However, no single organization with agencywide rep-
resentation has been established and given the role of overall
coordination of VA systems.

Consequently, we recommend that the Administrator of Veterans
Affairs establish a schedule for developing an adequate, single,
hospital productivity measurement system for the entire Department
of Medicine and Surgery using one of the systems currently being
developed as a basis. Further, we recommend that a system guidance
role be assigned to an agencywide, user-oriented body such as the
MLC steering committee, which would have responsibility for ensur- t

ing that 5;?%

--the measurement system is coordinated with other managemeng
information systems,

--duplicate data collection is eliminated,

-~data collected and reports developed are uniform across ap-
propriate units of the agency, and

--an annual status report is provided to VA management, OMB,
and the appropriations committees of the Congress.

AGENCY COMMENTS AND OUR EVALUATION

In commenting on our draft report, the agency agreed with all
findings and recommendations. Specifically, the Administrator of
Veterans Affairs agreed that a need exists for an adequate, inte-
grated, departmentwide hospital productivity measurement system for
the Department of Medicine and Surgery. The Administrator stated
that the agency is supporting and stressing many internal projects
concerning improved productivity and management, establishment of
standards while fostering developmental efforts, resource tracking
methods, flexible staffing patterns, and programs to train VA staff
in the value and use of productivity measures.

In our draft we proposed that a system guidance role be as~
signed to an agencywide, user-oriented committee such as the Multi-
Level Care Steering Committee. The Administrator concurred that
a system guidance role should be assigned, but stated that VA
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management should be allowed some discretion in decidingehow best
to achieve the primary aim of the proposal, and that the word "com-
mittee" was too restrictive. We agree that VA management should
have some discretion to choose the best method of achieving any de-
sired objective and have changed our proposal to recommend a user-
oriented "body." We refer to the Multi-Level Care Steering Commit-
tee simply as one alternative that might be considered.

In any event, in exercising its discretion VA should assure
the Office of Management and Budget and the appropriations commit-
tees of the Congress that whatever management approaches are used
will have a reasonable chance of success. In that regard, VA may
wish to include in its annual status reports certain information
regarding its planned milestones, accomplishments, and resources
used. A copy of the Administrator's comments is appendix II of
this report.

OBJECTIVES, SCOPE, AND METHODOLOGY
OF OUR REVIEW

The objectives, limitations, and methodology of our review
are described on pages 1 and 2 of this report. The scope of our
review included visits to VA headquarters in Washington, D.C., and
to the VA hospital in Houston, Texas. In addition, we discussed
information systems designed to measure and improve productivity
with officials of the following organizations:

~~American Hospital Association.

--American Medical Association.

-~-Texas Hospital Association.

--Two major, privately operated hospital corporations.
--The Veterans Administration.

--Five hospitals which have productivity systems.

--The Subcommittee on Productivity/Technology of the National
Council on Health Planning and Development.

To perform this review, we explored current and past efforts
of the VA to measure productivity, and locked at the productivity
reporting systems of several public and private hospitals. To
make our comparisons we collected data from six Texas hospitals.

We visited hospitals in the following categories: VA, Department
of Defense, Public Health Service, church operated, investor owned,
and foundation sponsored. They ranged in bed size from 110 to
1,300. 1Individual departments visited were the laboratory, phar-
macy, recovery room, and operating room.
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As arranged with your office, unless you publicly announce

its contents earlier, we plan no further distribution of this re-
port until 30 days from its date. At that time we will send copies
to the Administrator of Veterans Affairs; the Chairmen, House and
Senate Appropriations Committees; the Senate Committee on Govern-
mental Affairs; the House Committee on Government Operations; and
the Director, Office of Management and Budget; and will make copies
available to others upon request.

Sincerely yours,

Acting Comptroller General
of the United States

-10-



APPENDIX I APPENDIX I

COMPARISON OF PERFORMANCE
QF VA HOSPITALS TO OTHER HOSPITALS

We collected data in six Texas hospitals in order to learn
the similarities and differences in operating procedures and re-
porting methods. The hospitals visited (Veterans Administration,
Department of Defense, Public Health Service, church operated,
investor owned, and foundation sponsored) ranged in bed size from
110 to 1,300. The individual departments visited were the labora-
tory, pharmacy, recovery room, and operating room. This appendix
contains tables summarizing the comparison data we collected at
the six hospitals.

In addition, we have provided a synopsis of a VA study com-
paring private hospital costs to VA hospital costs. This infor-
mation is provided to further illustrate some of the difficulties
of comparing dissimilar organizations.

COMPARISONS OF PRODUCTIVITY

Comparisons among hospital operations utilizing hospital pro-
ductivity systems provide data on hospital areas for productivity
improvements. We believe that generalized comparisons, however,
whether stated by individual departments or in gross terms, require
interpretation because of the differences in hospital size, type,
and complexity. These interpretations are especially complex when
VA hospitals are compared to hospitals in the private sector be-
cause of differences in patient mix, services offered, and health
care delivery methods. For example, since VA hospitals are teach-
ing hospitals, this must be considered when making comparisons.
However, hospital productivity measurement systems, when properly
implemented and operated, can indicate areas where management might
profitably concentrate its efforts to achieve realistic improve-
ments in the productivity of hospital operations.

Lack of uniform data was one of the primary difficulties we
encountered in developing interhospital comparisons. For example,
in the case of laboratories it was necessary to use both hours
paid and hours worked as input resources in the formula:

Productivity = output
input
The differences between the VA laboratory and others should there-
fore be viewed as a rough indicator, not a precise measurement.

In examining operating room productivity, consideration
should be given to the fact that the output is unweighted. With-
out weighting, a short, simple operation is given as much credit
as a more complex one. It seems likely that two hospitals serving
different populations will have different mixes of operations,
which then clouds the comparison of their productivity levels.
Possibly a single hospital will have a fairly constant mix of op-
eration types over a period of years. If such is the case, then
an unweighted productivity level trend for a single hospital does
reflect the general performance trend.

1



Laboratory Productivity Ratios

Weighted mumber Number of weighted Nurber of weighted
of ital of tests Hours paid teats per hour paid Hours worked tests per hours worked
1979 1978 1977 1979 1978 1977 1979 1978 1977 1979 1978 1977 1979 1978 1977

Veterans Adninistration 10,895,000 13,398,000 13,664,000 181,584 188,240 165,776 a/ 60.0 a/ 71.2 af 82.4 - - - - - -

Department of Defense 19,;314,000 22,318,000 27,177,000 - - - - - - - - - - - -
Public Health Service 1,387,425 1,330,572 1,511,271 - - ~ - - - - - - - - -
Church—cperated 5,498,497 5,652,190 5,356,338 116,082 115,211 112,684 47.4 49.1 47.5 107,507 105,301 104,921 51.1 53.7 S1.1
Foundat ion-sponsored 2,861,538 - - 59.696 56,368 51,584 47.9 - - 55.952 53,040 48,464 51.1 - -
Investor—owned - - - - - - - - - 26,800 - - - - -

E[According to VA officials, annual ratios show differences because weighting Eacto.rs for tests were changed to more

accurately measure the effect of equipment autamation. However,
the factors used were still the natiomally accepted factors of the College of American Pathologists.
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Mindful of the potential for error, we have developed the com-
parisons shown in table 1. The comparisons reveal that VA labora-
tory operations have higher productivity than either the church-
operated or foundation-sponsored hospitals. Two factors are largely
responsible for this difference. First, the VA's test volume is
significantly higher than either of the other two hospitals', en-
abling VA to take advantage of economies of scale. Secondly, the
VA hospital makes much greater use of highly automated equipment.

Table 2

Comparison of Operating Room Productivity

Nunber of operating Number of operations per-

' ! Muber of operations yoom personnel formed per staff person
Type of hospital oot
1979 1978 1977 1979 1978 1977 1979 1978 1977
Veterans Administration 14,263 14,952 13,884 42 42 42 340 356 331
Church~operated 11,607 10,386 9,703 29 29 29 400 358 335

a/Department supervisors had data for nurber of personnel as of Jarmary 1980 but stated that staffing
~ levels had not changed since 1977.

Table 2, comparing operating room productivity, shows that the
church-operated hospital has a higher operating room productivity
level than the VA hospital. Further analysis, however, discloses
that the VA hospital is a teaching facility where the surgeon must
take time to explain the reasons for and the techniques used in
performing the operation. This lengthens--perhaps as much as
doubles--the time needed to perform the operation. The church-
operated hospital is not a teaching facility. Considering this
fact, lower VA productivity may be acceptable. Conclusions drawn
from this analysis must, of course, be tempered with the knowledge
that the productivity levels are based on an output of unweighted
operations. The types and mix of operation may vary significantly
among hospitals.
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Another significant difference in this comparison is that
the church-operated hospital uses a productivity measurement sys-
tem which incorporates standards for departmental operations. Ac-
cording to the hospital administrator, the standard showed that
the operating room was overstaffed. Table 2 shows that signifi-
cant improvement was made in productivity between 1977 and 1979
with no increase in personnel resources.

COMPARISON OF COSTS

In August 1977, the VA published a study entitled "Cost Com-
parison of the Veterans Administration and Community Medical Sys-
tem." This study was updated in 1978. The first study showed that
short term acute care in the VA hospital system cost 89 percent as
much as the same care provided by the community sector. The up-
dated study showed that costs had risen to 93 percent. Table 3
shows the fiscal 1978 estimated cost per episode of care in VA and
community hospitals by medical and surgical beds.

Table 3

Cost Per Average Stay for VA and
Community Hospitals for Fiscal 1978

VA Community
hospitals hospitals
Medical episode:
Average cost per day a/ § 144.97 $ 187.17
Average length of stay (days) x 15.7 x 11.3
Total $2,276.00 $2,115.00
Average cost of physician svces. (b) 253.00
Total hospital and physician
costs $2,276.00 $2,368.00
Surgical episode:
Average cost per day a/ $ 156.60 $ 237.61
Average length of stay (days) x 18.7 x 11.0
Total $2,928.00 $2,614.00
Average cost of physician svces. (b) 707.00
Total hospital and physician

costs $2,928.00 $3,321.00
a/Includes physician costs.

E/Included in average cost per day.
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As indicated in table 3, the VA provides health care at less
cost than does the community sector. However, comparisons of VA's
acute medical and surgical care health costs with those of the
private sector must be made with caution due to the number of as-
sumptions necessary to develop comparable values for two distinct
delivery systems. Some of these differences are:

--The VA has salaried physicians. Private sector physicians
are usually reimbursed by the patient on a fee-for-service
basis. The VA system includes the physician cost.

--The VA has statutory responsibilities to promote and sup-
port health education and training above and beyond its own
training needs. For example, it has 11.0 residents and
interns per 100 beds versus 4.2 per 100 beds in the private
sector. The training, therefore, must be recognized as an
additional cost to the VA.

~--The VA offers some services (for example, psychology and
dental) which are not normally offered by the community sec-
tor. The costs of these services must also be recognized.

~-The VA treats males almost exclusively, and the average
patient is over 45 years old. The private sector, on the
other hand, treats a more balanced ratio of male and female
patients with ages varying from newborn to senior citizen.

~-The VA does not include a cost for depreciation, overhead,
or malpractice insurance.

The VA is conducting another study similar to the ones made
in 1977 and 1978. The approach for the present study is more sci-
entific in that the length of stay will be based on a statistical
sample of VA patients' files. A review of these files will enable
the VA to better classify patients as medical or surgical cases
and provide a more accurate measure of length of stay. Statisti-
cal techniques were not used in the earlier studies. We were also
told that better data on physician costs in the private sector are
now available. The results of this study should show more accu-
rately how the VA's medical costs compare to those of the private
sector. This comparison, however, will still have limitations
since adjustments--such as depreciation and interest expense--will
be based on the best available data.
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Office of the Washington, D.C. 20420
Administrator
of Veterans Affairs

Veterans

Administration

“1Eﬁuk%
December 19, 1980 g«\“v "‘,\‘
Mr. Gregory J. Ahart % s
Director, Human Resources Division °,_0 v*.e
U.S. General Accounting Office ﬁ% dgp
Washington, DC 20548 8 aomws*

Dear Mr. Ahart:

We have reviewed your draft report, "Veterans Administration Needs to
Concentrate Its Hospital Productivity Measurement Efforts on a Single
System," dated November 4, 1980. The report was prepared at the request
of Chairwoman Schroeder, Subcommittee on Civil Service, House Committee
on Post Office and Civil Service.

This report concerns the General Accounting Office (GAO) comparison of
the productivity of Veterans Administration (VA) hospitals with those in
the private sector and other public sector hospitals, and outlines the
reasons for any differences found. GAO was unable to perform more than
a limited comparison (laboratories and operating rooms) because of inad-
equate productivity measurement data, and partly developed productivity
measures which are difficult to compare.

The report states there is a lack of unifermity in methods of measuring
resources used and services provided in VA hospitals. There are current
efforts to establish management information systems, but they are not
complete and, if installed as planned, will overlap. VA's Multi-Level
Care (MLC) Steering Committee is developing a system to coordinate MLC
system data input and reporting with other management information sys-—
tems, but GAO states no single organization with Agencywide representa-
tion has been established with the overall role of VA~wide coordination
of systems.

Therefore, GAO recommends that I establish a schedule for developing an
adequate, single, Agencywide productivity measurement system using one
of the systems currently being developed as a basis.

We agree there i1s a need for an adequate, integrated Department of Medi-
cine and Surgery-wide hospital productivity measurement system, based

on one of the systems currently being developed. Before GAO conducted
their study, the VA recognized the need to develop productivity measure-
ment mechanisms, and also acknowledged this fact during Appropriations
Committee hearings in February and March 1979.

This Agency 1s supporting and stressing many internal projects concerning
improved productivity and management, establishment of standards while
fostering developmental efforts, resource tracking methods, flexible staf-
fing patterns, and programs to train VA staff in the value and use of these
measures. We continue to explore improved data information systems and

II
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have made organizational changes, including establishing a Department of
Medicine and Surgery Medical Manpower Analysis Staff, whose functions are
still emerging.

We would like to point out that the example given for productivity meas-
urement systems in the private sector, Hospital Administrative Services,
developed by the American Hospital Association over 20 years ago, is not

a true measurement system berause it lacks standards. Similarly, the
Manpower Tracking System (MTS) under development by the VA, will not be
complete until it contains standards. In this sense, the state-of-the-art
in the private sector is little different from that in the VA.

While it is true that the MIS only uses data available from existing
reports concerning staffing, etc., the initial MIS development-phase was
meant to show data could be extracted from existing VA computer systems.
Reasons for this approach included (1) the need for a timely response to
the June 7, 1979 House Appropriations Committee report which stated that
inequities often resulted from misallocation of resources, (2) the need
for an interim system to address staffing issues, (3) the need for another
system, not requiring a new data base, which could be readily available
as a management tool, and (4) the fact that existing data were not read-
ily available in a useful format. The MTS was meant as a quick and econ-
omic means of achieving interim resource control, yet permitting ongoing
refinements and improvements.

GAD also recommends that a system guidance role be assigned'to an Agency-
wide user-oriented committee, such as the Multi-Level Care Steering Com~
mittee, which would insure that:

-~the measurement system would be coordinated with
other management information systems,

——duplicate data collection would be eliminated,

-~data collected and reports developed would be
uniform across appropriate units of the Agency, and

--an annual status report would be provided to VA
management, OMB, and the Appropriations Committees
of Congress.

We concur that a system guidance role should be assigned to an Agency-wide
uger-oriented coordinating body. However, to accomplish these objectives,
VA management should be allowed some discretion in the decision of how
best to achieve the primary aim of the report recommendations, so use of
the word "committee" ig too restrictive. It 18 true that the MLC Steering
Committee has representatives from all concerned levels of the Agency,

and does report to the users.

The MLC Program has five principle components based on level of care:
patient classification to identify needs; data support for reporting pa-
tient data; tracking to identify resources consumed; financial management
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for cost accounting, budgeting, and monitoring; and education and training
for medical center staff. This system has the potential for long-term
changes in managing total patient resources and applying them in a cost-
effective manner. The financial management portion of the system expands
data in the current cost allocation system which only reports staffing and
cost distribution by funded bed sections. It also permits meaningful com~
parisons in workload, staffing, and costs.

Our mission is to provide a complete medical care system for veterans.

We believe thie Agency has the potential for major contributions in de-
signing effective, cost-efficient methods to meet that goal. We trust

continuing our present efforts will achieve the objectives of this re-

port's recommendations.

Sincerely,

By

MAX CLELAND
Administrator

(910311)






AN EQUAL OPPORTUNITY EMPLOYER

UNITED STATES
GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

OF FICIAL BUSINESS
PENALTY FOR PRIVATE USE, 3300

POSTAGE AND FEES PAID
U. 5. GENERAL ACCOUNTING orrice

THIRD CLASS

. MAIN
——





