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Tb. Mono,.bl. ~.nry K, Jack.on 
Chlt"ln. Per.ln.nt lubcomaltt •• 

on Invaatigltion. 
Co .. itt .. On Oo".,n .. nUI Aftlln 
Unit.d Stlt.1 S.nlt. 

Thh npoft h In nlponu to the 'u'ln~nt IUDcO.ttU. 
on In" •• tlgaUon ' a nqu.at tllat wa {I' ,."hw tb. DI~rtalnt 
of K"lth. ItducaUon. Ind .. Hln · . {Ii ... ·.' 'ppro'lal of atata 
M.dlcald Man.g ••• nt lnfor •• tlon Iyat •• a and Il' •••••• bow 
w.lI th. Stat .. an op.nUng th.h .yet ••• , BpecHlc.Uy, 
the SuDc_itt •••• _.d u. to .".l"ata tb. "tU1I.tion of 
the ay.n ••• th.lr .tr.eth.n ••••• nd th.h co.U , 

Thl. raport contain •• 0:I1Ic" .. Ion of the tntor •• tton 
.y.t ••• In thra. SUt •• --Ohl0. "chlg.n •• nd .... hln'ton. 
It dJ.e" •••• (1) the ,d.quacy of ...... ""I'w of .t.t • 
• yate •• f or .pproval "ndu the raqllln .. IIU of r • .:Ilnl law 
Illd ugularlon. (2, the • .:Iaqulcy of IItII·. lnfor .. Uon on 
tb. operltional COl tl of It.t. aylta •• , ell tba Ilt.nt to 
which Stlt •• ar. "lll,lng thl bln.fit. I.p.ctld fro. 
Ipprovld IYIU •• , Ind (4) thl e_patJbllity of 1II.:IlcII.:l 
alld Medlca .e infor •• tlon Iyata .. , 

.... raqullnd by the 'ubcO_itt.I, w. bl"l not obUlnl.:l 
wrltun co ... nt. h<>ll thl .tatll Or II ... on tllia flport. bllt 
wi hl¥1 dllell ... d thl "port with tbl'. 

WI IU flco_ndln9 tblt lb. Cong"aa cona14ar ... nd­
Jn9 dtll lUll of tl'\l lochl I.curlty Act to rlqutu tbat 
Hllil l.tabl1'b .y.tl •• p.rfor.anc. 'tand.rd, an.:l tb't 
aP9ro¥ld IY'U'I be p.rlodlCIUy fllYaluatld by .... to 
dlt".tn.1 it thlY continul to "It Itlndudl. In Iddltlon, 
thl' nport contllna nu .. toul flCO_lIdationa to tba 
Sler.tary, 111111. dlncud .t iaprovln.., ovaull prQ9n. 
_d.tnl.tratton . 



a-164011fll 

AI requ,'t,ll by your ottie., ., In ... kin9 no fu.tll.r 
Ilbtrlbution 01 tllb r.port Utili, ti... A, you know, 
,.c:tlon 13' ot the L'9bhtlv ••• or9.niutlon Act ot U70 
nquir" the h •• d or • ,.Il.ul .g.ney to lu~lt • wtltten 
Iuu .. nt on .etion. tlk.n on our neo_nd.tionl to the 
,.n.u Co .. itt •• on Gov.rnHnUI Atteln .nd the lIou .. 
Co .. itu. on Govuft .. nt Opentlon. not htu th.n 60 day, 
att.r th. Ilet. ot th. ,.por:t .nd to th. 11_. ,nd S.n.ta co.'''''' on " •• I("rt.tloa, .Ith the 19.ney'a tint 
' ..... t tor .pptOpH.tlon .... d. IOU tllM 60 d.y' atUr 
the &It. 01 th. rIpon. 

Aceordin91y, •• will be eOntletln9 your ottlel In 
the n •• r lutun to arr.n9' tor at 1 ••• t Ii.it.d nle ••• at 
tb. ,.port '0 that the raquh ... ntl ot 'tetlon 1]6 e.n 
be •• t In lOtion. 

""!F;I, "'j'}. 
7.4-... N.. 

Co.ptroll.r G.ntt.l 
of tht United Stata, 

, 





COfIPTROLLlR GENERAL'S REPORT 
TO THE PEIUVoNENT SUacOtllUTTU 
ON IHYts'l'I"'ATIONS. 8!:MATI! 
COMMITTE! OH GOVEIUIMBNTAt. A"AIRS 

ATTAINABLE BENE'ITS 0' THE 
MEDICAID MtWlEMEHT 
IHrolUUlTION SYSTEM ARE 
HOT IIINO R!ALllED 

'IfI. Depan .. nt of H.d~h. Ed"u:atlon, and 
Walf .... II •• a"" .. ov.d M.dlcaid Mlnall" .. nt 
Inron.IUon 8!8te.a tn ,UchlQ.n, 01110, and 
Wullln9ton ... 11 cll 01.0 ... vle .... d and found 

--und.rd.v.loped, 

--not cOllplytn9 ... nll aU r.qul ...... nte o~ til. 
II., • 

Th. sy.t •••• Int.g .. lt.d ~t ... proc ••• lng 
ope ... tlon., ... & u •• d by St.t •• to {II p .. o~ ••• 
• nd pay btlb to .. h •• lth c .... urvlce. ltv"n 
M.dicaid rltolplent •• (2) ator. and ... t ... "" 
.... vic •• nd p"yment data for u •• In monltodn9 
.nd .n"lYllng progrl •• ctlvlty, Ind III g.n.r­
It ••• n.9 ••• nt r.porta . 

By 1 ..... HEW pay. 90 percent of • Stle-' • .;:Q.t 
to develop. IYlltell and, "ft .... pp .. oval, 15 
pe .. cent ot the oper.tln9 COlt. Since d."elop­
Ing and oper.tin9 Iylt ••• Involv. tar,:!. r.d.nl 
• • pendltu .... --.. ny throu9h contrlctu"l .rr""ge­
•• ntl--th.r. I. conc.rn lbout ... 1I.tll ... til ••• 
axpendltur •• were jUltlfl.d .nd r.a.onabl • . 

Th. full pot.ntill of the .1'."'11 I. not b.ln9 
... aUnd .Itll ... by th. State. or the fed.:el 
Gov.rll8&nt. Non. of the thr •• St.te Iyltl" 
GAO revl'''ld fully cOIIIpU.d .. Ith req,ll ..... ntll 
of 1&9ls1ltlon or '"pl .... ntlng r.gulatlona, 
l"ln thou':jh HEW approved them u being oparl­
tlonal. Thl. nonc.,.pllanc. at._.d from 
.... kn" •••• In HEW'. Iy.t ••• pproval proc ••• 
Ind .yatea d.119n criteria 1 •• 1 p. 61. A 
t..,nd .... nt.l Ch.nqe In r.d .... l I.-Intltratlve 
coat eharln'll I. ne.ded. Stat ••• hould b. 
nlmbura.d for operating •• y.tem tb"t .... ta 
cert.ln parfor_nc. Itand" .. da of .fflci.ncy 
and .flectlv.n.ea--n<)t for oerely 114Vlno;t 
an Ipprov.d Iy.t •• . 

, HRCl-7'-151 



Iner •••• d Id,inl.tt.tiv. funding .hould 
b. provid.d by HEW only tor ••• ting 
perfot ,.ne •• tlnd.rd. which hlv •• 
• Ignttlcant o . og ••• lipact, .uch •• 
cutting co.t o. incr ••• 1n9 .ervlc. 
avail.bility. (S .. p . 16.) 

·~Dev.Lop written .pptov.l proc.dur.1 to r 
\lie by HN penonne1 In .pprovlng Stat. 
Inforl.tion .y.t •••• Inc!udinq .peclfic 
criteria for tutin'l the .yaulII. in op.r­
ation to a •• ure thlt II lnlllul atlnd.rda 
are .. t. 

- -Upd.t. the Genere! ';Ylt.",. D.allln .nd the 
prO<lrell r .qu lation qulda to refl.ct ayat •• 
e_perl.nc •• to d.t •• with e'phalil on 
qrelt •• untfor.1ty .nd ua. of proven ptO­
cU.ling technlqu •• in 'Yltlml d.velop.d 
til' the SUtu. 

-- "IIJat the Sta'e. In d.v.lopinq udie.ily 
Icc.ptabl. d.flnitiona or m.dical practic. 
Which corr.latl •• dlc.l dlignolll, pro­
cedure, a'll. and/or ... 10 th.t St.t.1 
c.n u .. thl COlPUtu to check billi nq. 
for conalltency among th.le [Ictora. 

MEC~"E"DAT!O" TO THE (ONGMESS 

'ro anlble IIEW to b.tter IIIn.q. and control the 
inlor •• tlon ly.te.l. the (onqr •• ' Ihould con­
,Idu ... ndlnq tltl •• U of the Soci.l Secur­
Ity ... et to r~ulre ,U:W to IIt.bll.n IVIU .. 
p.rlo".anc •• tlndudl .. nd to r .qulr. that HEW 
perindicilly reevatulte approv.d Iy.t ••• to 
deter.lne U th.y continue to ... t Fed ... 1 
require_nu, (S". p. Iii . ) 

Lack at a cl .... d.flnitlon of the Hndl of 
Infor.ation Iy.t ••• • COlt. for whicn IItates 
cln eili. 1~ OIlCC'JIt Iherlnq h •• cau •• d 
conlU'lon alllDnq both HEW and Stlt. per.onne! 
and h .. h .. llpatld Hr:W', atlility to etf.ctiv.l~ 
.onltor and control coet. ( •• e p. 20). 

" 



Llt.wi,., NIW c.nnot .tt.ctlv.ly .anttor 
Or control It .. dicald ad.inl,tntlv. u· 
penclltur., b.clu .. ot Ualutlonl In con­
r.port1n9 ::lqulrlmentl ( ••• p. 22). 

HEW II .. n'. t requlnd SUt.1 to d.velop or 
r.port t h . co.t. ot op'rltln9 Intorutlon 
,y,t •• ', In d.tlil . IIIU10ut thl. requ l r ... nt 
HIW ''''nnot IdeqUlt.ly c"....n COlte l-.on9 
StIU.. Purthlr, cOltly o r In.Ulcllnt 1"'ln­
htr Itiv, procedllrll In oblcund In the cur· 
r.nl . mlthod ot COlt r.portln9, Ind thl rll-
10n~bl.n'll o f .ueh proc.durl. qoel unqu • • • 
tlon.d. (S .. p. 16.) 

In contrllt, HEW requ l r " Lt. Medlclr . e111 •• 
procI"lnq 1.,lntl t.o r.port cOition I tunc ­
Uond b .. 11 Ind hi. lHI.n Ibll to Idlntify 
l'l.ntl wholl COl tl h.v. blln OUt of IInl. 

Thl Bler.tlry, HEW. atlould, 

--Cl.lrly d.fln. ttl. klndl ot Infor'ltlon 
.y.te •• ' co.t. t.h.t HEW wl1 l r.lebur ••• t 
the 7S-percent a h.rln9 l .v. l . 

--Dive lop Ind lepl ... nt I {"ncUonl t "ou­
reportlnq Iyet •• for " ldlclld ,,181 •• p r oc ••• -
1n9. II,dllr to thlt II I.d undlr II ldl"er •• t o 
{I"llitat. "Olt "omparllo n' .~n9 ttl. 
Stat • •. 

Th. Surv.llllncl .nd Utll l • • t lon Revl.w 
.ub,y.t ••• nd ".nl., ••• nt end "" '. lnlltr lt!VG 
Reportln9 l ub.y.te .. ar. tnt . gral p .. n s o r 
the infor ... tlon ,y.te... . Th . r e view .ub­
.y.tem tI •• two baal" purpaa." to prov ld. 
Infor •• tlon tha t .B •••••• t he level .nd 
q .... llty ot c.n provld.d t o lIedl".ld U"IP­
I.nt •• nd t h.t r.ve.l •• nd (."llt t .. te. 
lhe .tnv.l tlg.tlon of ..... p'''Ud Inn.nc •• 
ot fr.ud o r .b ..... by H.di" .. ld " r oHde r l 
.nd recipl.nt. . Th. r.portlng • .,b.yete .. 
• hould provld . nflcee •• r." Infor .. atlon to 
.upport .ound d.cl.ion ... k Inq. 

In it. pr ... nt . t.t" ot d.v.lopooen t , t ". 
r.vl . w ."baYlt ••• ccOlopli'h •• neith.r o r 

," 
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u. •• Ylt •••• ~. ~equi~1d by i .... to b. 
c_P41 tible. (S .. p. (5 .) 

--o.veiop e unHou. identHiCltlon nu.bednq 
'Ylta. fo~ I'~ovldlra Ind rlclpilnta lind edopt 
Itandard codln" IYIU •• t or -.:IlcII proc.­
durel. diI9nQI.I, d[uql, ,n4 _fdic.l .uppll'l 
for u .. by til. Mldlclr .. Ind Medlc .. ld p roqrU'i. 

--Provide lhhon !)It .... n Stat ••• nd Medlc'~1 
clrrl.r. to ~e.olve cunfiicta .. lIlcll precludl 
fr ..... cll'1\91 of ply .. nt dltl. 

--Entor ce til. It. tutory require~.nt tliit Medi ­
caid Ir>d Medicare Infor.ltlon IYlte ... be 
c_P.ltible. 

Ae r~u.et.d by the Subca..ltt •• , G~ 11.1 
not OCtilln.d w~ltt.n ceil •• nt. froe the Stlte. 
o~ HEW on tlill rlport, b"t II •• dllcu ••• d tile 
~.po~t .. itll th •• . 
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CHIIPT~R 1 

I HTRODUCT ION -------
Tile P"r .... nent SubC~ jtte. on I nv".Uq.atlon. , S.n .. t" (,-,,"-

mitt." on Go .... rnm"nt .. 1 IIf~.l rll, hald 1I .... 'ln9. In liova,.h"r 1'.17(. ,.I .. tlnq to <::ontr.ctlng by St.t.lI toe the d"velop.,,, n t, IlI lIt .l-
1atlon. and op"ratlon of • Hedlca ld Man" '1",. .. nt Inl o n •• ll on 
Sy.t" .. tHHI8). lin HHI S la an automated a yat" .. u ... ,d t o pay 
cia I •• foe •• rvlcea candec.d to Hedl caid ceclplent .. ,,"d t<J 
provide Information n,cls~"ry to' lIIana<je .li nd cont r ol a S tdto'g 
M"dlcald p rOqra . , Durln9 the h.arln"., teutiJllOny ... ,, ~ rec~I,,<,, 1 
I/hlch Indlc .. tord th .. t ".nl' probl • • a . d.tad In th. HH IiI p r <J-
'lr .. m. 'fh . IIctln9 Chairman of th" Sub<::o ..... !ttee c.'lu"ftt.,,! th"t 
... 01 c.vl ...... I.<::tltd ... pect. ot the D.part .... nt of "e.lth. 
Educ.tlon ... nd W.U.r .'. tHEW' .) and u,. St.to,,· I nvolv., .... nt 
In .. nd \II. or HHIS. The rovlel/ concentrate'! on deten.lnt,,,, 

--I/heth.r HEW ..... . adequat.ly r."le ... Ln9 Stat~ sy. tem~ 
tor cOflpll .. nce .. Ith Federal Llw and [equt"lton 
be fore spproyln9 th •• / 

--how sd"'luat. /J t w control s oyer State I4MIS oper­
.tLonal CO.t ll .. r . / 

--It IIppro"" ot "'US. aCa conpatlble wH h Hed lcsre 
cl .. lm. procosslnq .y.te, •• / 

--wh.the r the ,·LlIi . u proce ... lnq portion o f ./,pro"", ' 
HMISs met , .. dersL requirements) 

- -ho ..... ell St .. t ...... the "'.n.q .... nt repon lnq an<l 
utllh .. tion control portion. at their HH IS. ) an ,1 

. -MIS COet. by type of functi o n ~r fof .. ed , f or ' ;,.., 
St.t". reviewed. 

"B of Jun. I, L971, Htw h .. d approv.d 17 Stats ,,~slem~ s" 
MISI. ISoe app . I . ) At the Subcommitt • • • • , .. qu •• t. we r ,,-
viewed IIIW-approved sy.t .... in Ohio. " lchI9 .. ... and W ... nin'llon. 
80th Ohio .nd Hlchlgan operilte th .. lr Infocms t lon .V"t .... ~ 
the ... l ..... , while Wa.hln9ton h ... contr.ct.d "Ith ~le<::tront c 
o.U By.U,.. '.d.ral Corporation ItoeFl f o r openti ",! Ita 
.y.t.lI. 'rhe .cop. of c.vl.w II pralent.d In cha/,te r 6. 

BACKGROUND 

Ttl. "adlc .. ld praqulI I . outhocl.1td by title ~JX o f th" 
Sochl S.curlty Act, anacUd In L96S . It Ie a l' .. d"c.I/St~t .. 
progr ..... hlch .ilk •• plly .. nt. to .edl<::al .erv i ce providofs 
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," ' ,, · ', ~II ("or ~ llq l t> l ~ "ui.n t B. The t'.d . '~ l (;o vu n ... nl pro­
,·, .k " " "I" I~L"' ~ 'Juld .. . and tln ancl ~l . upporl . Each II tate 
, .,,! .. , ' I , ,, 1""'lru, t o lu need. , <: 1'1 00. 11'19 frn .... any optlone 
,· · !~' "d t" .1 , q Hdl l ty and s "t v lc •• . 

C"",j.lnc r! '·~ d .. ra I /S ''''. " " d lc aid ,u plnditu r l. Wlr l $1.7 
,., I I L,'" ,,, l, ~ ~.l ' '/ "a r J ~ 6 6. r he a) Yllr IY76 I .pendltur .. . 
'. ,. , ~ It t . ·1 h llli on fo r p r o vld lnq a n " etillated 24 Id llio n 
I .. ·,·" I~ . "h H .... ,,' . ' d .", vi ce • . Th r ouqh Gu t the proqr .. . '" 
., ' ~ . lI,~ ~On'l r~ 8. , /lEW , and S tOl t • • hive all e . prened COn-
• ,c.,,! n., ' !> ne e 'R . hn llt th" rapidly tlaln~ "ed\(: .. ld cu.te amI 
c' ' " ' H~'" ""'na'l ~",ent In8d. quacie". ""1 5 WI. de ve l o ped •• one 
.,' ",~ P ... I~ '~ I (.;ov .. , nll .. n t '. , e.pon .. " t o tho.e conce rn., 

1'1'1 1 ,· ' Il ' .• !." ,.:.' 

no<, IlI ltl a t lve f o r de ve l opl n" ''''is be"an In Jun. 1970 
... "~n an 'It . ... , •• ~ ( U ' C8 r eco_"ndad that 11£'11 (I ) de velop I 
,.." I.' ! e y .. "" t o h" lp Sta t ,, " ad . lnl a t e r the Ml dlcald pro,;!ra. 
"" , II I IU ~ " ~V~ , 14l' 1 ~ YU per cent feelerel tundln" for inltal-
111"1 ~ ll l' l , . ys t " , .. . 

t'oll" "" nq t "~ t ~ . ~ force reco_endation., HEW Initiated 
"' ·"" ',s,_ . tud '''8 laad ln" tu d .. vl l opln9 a concoptu .. l . y l tem 

')<''' ' '111 I" , 8 1\ MHI S . Conl ultec, Incorpor l ted .... , ...... d.d a 
,,"' .. ,, \ In lI ... ch I'n l t u (lna l il. thl . deelqn. The C.neul 

.y~ '~.~ n<'~tqn ,,, ' Med i c a i d l nlo r . atl o n .Ylte . ..... " publl . he d 
'" .... ~'I''''I 1~7 1 "!lei a pr o t o type In,tallatlon .. . . bequn eepte .. -
I .. " I~'I I In ') " I {I. 

I\I\J ~ ~ .. , <" on<'Q ) v"d ~ I a co .. pu te,ll e d i nlo •• ltlo n Ind 
,." ,.H I '''''''811ln" a ~8t" "' r. ll o n d tt e upport .tticlent .. adl ­
", j I"("I'~ "' man .. qa .. e nt. S tat . .... "". tu tran,lat" th1l 91n­

" .• 1 C()I1 ..,~ p t"41 dua l q n In to .. m.ch .. nlzed IYlt •• which ful-
1,11··,1 tn .. 1l45 1" ay" t ". objec t Iv". ;and .. t Ind l vldud State 
, ,·,,· In . 

'I·~ .. ,O !lc""p tua l d'u ! qn Inc lud ••• h ""b,y.ta". ' raclp­
"n l, ;"o~lder. " I .... proce. ,t n" , .. t a r ence tile . lurvall­
l~fI~~ ~"d u lilt z .a t lon r e yle .. , and ... na'le_nt and Id. ln le tra­
"., .. , ,,~ .. "I ' '''1 . 1" he fi r l t f ou r I "bay.te .. e .. ork toq.thu .. Ith 
,.". "v .. '~ 11 ohj oc tlve ol pro" •• , !n" and ", .. yln9 "Ich .lIqlbl. 
",,,.'101,,, 10' "v. ry va lid c lal ., 'rhe o tha, t .. o ""b.ya ta.1 
",,,, "~~I'~~ t. ~nd o , ,, .. nl •• d .. t .. fr O ... h lch <epoct., neeo •• ary 
I~, ~.l~ ~"-Iln! .. nd ront . o ll l nq th l .. . dl c .. ld pr O<,! ,.e ... . pr .. -
....... 0.1 . 

( .. rt~r .. 1 ~ n a rlnq In S tate lUllS cO.t.--It r.t • • qr l .ter 
'h~' lht- nor_al ~ D-p<! rc.nt Id. t n l e trathe coa t - . h .. rlnq rata -­
.. ~" ~Y ll,,,, l: ed oy . ec t lon 215 o f PUbli c LI" 92- 603, enlc ted 
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o.:tob.~ i912. Tllil h .. proYid,d hdlral funding for 90 P<H­
elnt o f til, d"lgn , d, y,lop"nt, Ind In'UlLltlon eOlt o f 
lyt te.1 .. lIleh litll d,urain •• ue likely t o provide .ore d­
fl c;h nt, ,lhc;:tlve. lind ec;:ono.lc;:.-1 .d .. ln1Itutlon o f t he 
State "edielid pr09rlll. Til. II" did not de fin l the ter mll 
".l llc;:l l nt , .If.c;tly., Ind .c;:ono_1C;:11." 

Th, ' Yl tellll mUlt 1110 b, coep. t lbl, wtth t he ell l ,. 
procellln9 Ind Inlo r.,tlon r.t rl eYll ~,'t'~1 u"d I n ad_!n­
'.terlnq lI.dlc;u.. ,ed.ul fundin9 for 75 percent at Iyata .. 
opeuUnq C;Olti ... . 111.0 .utho rl,.d by .. c tlon 2)5 1t t he 
IYltelll "u approved by YEW Ind It it Included I p rovl .lon 
tor .. rltten notic. Id.ntifylnq the lI,dl c;:. ld .. rvlces for .. hl c h 
I proyldl' hll blln p.id to ,.ch eUglbl. Individual tlcelvlng 
.. rvic •• , Th . .. rltt . n no tici requlreMnt .. u IItId U lld by 
Public;: L ... 95-141 10ct. 25, 1977) to require th.t only I 
... pIe at reclpllntl h.d to be notill.d. 

HEW 1l11u.d "9ulltlon, In "IY 19H 142 CPA 450.90) .. hich 
cont.in,d t .. o Iddilional requlre ... nte lor 75 perc.nt opera­
tion.l tunding. 11) the co.plate Iy. te .. ",Ith .II ita c;ompo ­
nen t eubl.Yl u •• 'Ul t be ope retln9 on II c;:on Unul ng balh 
durlnq the period lor .. nidi 75 pe rcent Ih,er lnq !I c1l 1_d 
and 121 the 'Yltl .. IIIUlt produce Doth p,tl.nt .nd provlde~ 
protll .. t o r uUliution "vi . .. Ind prog'" mlln.g .... nt P~f ­po.... IItw I •• u.d a4IIlnlsttitive tlqulre_nU I n June 1974 
.. hich incorporltld IItII'. aln. r.1 Sy.t •• 1 o."lgn f o r lUll S ... 
itl standerd for approving I y.t.ml, 

IIU' I Soc:ld and Reh.bille.tlon s"vlc;~ Adelnlltu tlon 
(8RS) IIld the ulponllbUity fo r Id.inllt"lng ".d l c~oId. In 
I Klrc;:h 1'177 r.O[9I1nl •• tlon. SRS .... IIbolllhed Ind HEW .,­
ublilb.d u.. 1I.l1tb Cere r lnlnc;ln9 AdlIl nht rlti on IIlCrA) 
.. nich we , 91.ln edainilttltive r .lponelbil ity tor ""dlclld 
Ind lIadicln. Th. florganilition .11.inlt.d SIIS'; p r ,viouely 
clntrel1ud Idrainisttltlon ot diU I y.tl llll lor Me dicai d. Aid 
to , .. Iii., .. itll Dlplndent Chlldrln, Ind 10cl.1 l.rvl c.l • 
• nd dlvld,d tM' alOng til. OHic;. of liu •• n Dev.lopeent, the 
SoChl S,cu rity Adlll in iitntion. Ind IIcr" , 

'UOtt CAO 11£\111:118 0' Til E AA III ,ROGRAII 

On October 25. 1974 .... !lau.d I ~eport t o Sene tor 
Robert Tdt. Jr. IB-16403l{1l), on ho .. II EW "'a ' illlpleme nting 
I.ction n~ of Public Le .. 92~r.03. Ind c;:onc;:iude d that 

--I.p r ov.d proc.du~el .. . ~e nl.ded tor paying Ste eea' 
C;OIU t o r IIIUS Ind 

, 



·11:; ~(~.tlny ~ ~ft nOt ad ~quate to revi . " and , v,luaU 
; •. ,,~ ~ . r "'lu<, ijUi for " ya tfl '" approvftl. 

1'10.· "~,,. "M ~ ~ l ~ " <.ll ac uu Bud in •• e "ort lo the COII<jteSI, 
V" I.., " ,,, ·, '; ,~a A"to .. ~ud [nfuu .. tlon !iy.t • • • t o Suppor t 

, •.• j" ,I A ''' ' ''I .n ~· <" Y'O'H ~"" "rOD I • • • ~ntl Oppor tunitl, . ," 
1 ."" ,~ . "I. It ;; .;SI.J-I~ - H) . 
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CHAPTER 1 

IMPROVEMENTS NEED~D TO RULUE rULI.. POTENTIAL 

or INFORMA1'IOtf IYs'tEIIS 

Th. t~r •• Stat.a r.vlawed have not r.all~.d the lull 
potentid of their .enage .. nt Into rutlo n .V.t.... Althou9h 
approv.d by the o.put .. nt ot H.dth, Education. and W.Han, 
the Infor .. atlon .!~te ... do not lIeet rorqulramenta of the law, 
lapl ... ntln9 r"gu atlon., or H!W'. ad.tnl.tratlv. requlre ­
_nta . Sa. Stat. Inforaatlon .yat •• a .. er. underdevaloped 
end/or underueed. AI a r."ult, n.lth.r the P.d.ral Gov. rn­
.. nt nor the But •• ar. r.allaln9 all benaflt. expected 
fro- the Mediceld "e""9 ... nt inforut1on lyaU •. 

Accordln" to the Hou ... COIIUII itU. upon on Publi c Lew 
92-'0), y the ra.hrel Cov"rn .. nt ' . ahara of co.u a •• ochted 
with an oper.t1nq "MIS--7~ reth.r than til. uaual 50 percent-­
.... juatiU.c1 by Qv.reli progulil aavlnga •• pected to reault 
fr_ ualn9 the In'o r ... tlQn avate .. a. How.ve r, H~W 's procea. 
tQr approvl"'i Stat. ev.te.a ••• H9lble tor 7S perc.nt allar­
In9 only Involv ••• vdu.tln9 til. docullentatlon Which d.­
.crIbe. the ay.ua . HEW do.u not uat the .Vllt.m to ve rity 
tllat It ope rat •••• the doc ..... ntatlon deacrll>e.. 'l'hh haa 
r •• uU.d In Stat •• beln9 approv.d f o r and re l.b.n."d at tile 
7S-percent l.vel, .ven though the 'V.tam. In operation hlled 
to ... t all requlr ... nt. of tile law and/or HEW regulatlona . 
Alao, efter approval, !lEW doe. not periodh,aUy .anitor State 
.y.t ••• to ••• If they ar . oparatin9 properly. 

HEW' . G.ner.l 8yat ••• D •• ign I. not .""c lf lc e nough t o 
provld ..... nln"tul ••• I.t.ne. to State. t o adequ.tely de.lgn 
th.lr .y.tem.. Thl. lack or .pecl~lcltv al.o ~ake. d.ctalon. 
perta in ln9 to .y.t •• approval lIO n diffic ult for ItE ... person­
nil becau •• o f til ... id. vart.tlon pareitt.d. 

WhUe HEW .ho uld correct the . . .. e akne •• e., a n . .>r. fun ­
dl .. ntll cheng. 1. need.d--n ... lv, State. IIlIould be re1 . -
bur.ed lor pertor"nce, not lor ... r al v having an approved 
.y.n. . By dQin" thla, rellllbun ... nt would b. based On IIEW 
periodically denr.in i n 'i' th_H the IV.t •• ,. pertoe.lnq IIC­
cordl~ to c.rt.ln . t and.rd. o t efficiency, e~, a nd 
.thctlv.n.... Tha Cangn •• h pr •• a ntly conaida dnq leq l.­
latlon (S . 1470 and II.R. 7079) "hich woyld nqylre !itatea 
to ... t perfor .. nc •• tand.rd. o r hiv e the ,ederll Iha re of 
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ftedlceld edlalnletretlve COete rltduced Dr t ... ,nated. Tno~e 
Stet., ... tln'l all Ind •• c •• dln'l SOlie ,t.!'\dud ... ould hov. 
their i>l r cent of fed.r.l tundln'l Incr •••• d, We believe that 
the p.r for .. ance . t.ndud co. cept I. e5peeilily .ppllcabl. 
to Inform.tlon Iy.t.me .. h.r. me • • ur.m.nt, of '.'U lt5 should 
not b. too dHflcult to d.v.lop. 

H~W .. 'II " .... SUt. I nlo r •• tion ly.t"lI. to deter.lne it 
they .. e t rlt'lulr •• ltnu ot ttl' 1 ..... IIEII re9u l .tlon8, and th. 
p'O<Jram quid .... hlch '_ph .. nt. the l4I'luiltlon • . H. St.te' • 
• y.t ....... et. all or th ••• "'lulrellent •• HEW .pprove. the 
.y.t .... u an operatlon" l MMIS ell'libl. ror 1S percent Ped.r.1 
coet eharlnq . Ho ... v.r, b.cauee of .... ~o ••••• In HEW·5 appr o va l 
proc •••• Stat. oyst .... have been approved .. hlell fail to meet 
one Or mOte o r the requit.mente. 

11£01', approval proc.,. consists ot .. vle .. ln<;l the docu -
mentation .. hlch delcrlbe. the State 'YltI .. . Thh docu llen-
t.tl on II C'O .. pared to II~W·I General Syet ... _ O." 'ln--a •• t o f 
• • nuale contalnln'l 'l.n.ra l Iyetem docum.nt.tloo ",h id, l ocor­
poc.t •• the requite",ntl o r t he la .. , the r.quhtlu,,", aod 
the pro'lr •• ["<;I"l.t lon quid • . Howev.r, Hrw d..,.. oot oper­
ationally t"St St.te .v.t, .. e dUfin'l It I f.v1 .... Thu., no 
• • au r.nc. tl.at a I y .. t •• r"t" .. ' operotloo"lly al Ipeclfted 
In the Sute'. 'ya t" .. doeu_nt.tlon e~l.u. Such te'tln<;l-­
.n actu,,1 demonetr.tion that the oyote~ p . od"e8s •• pected 
result • ..-h"n traneactions .. hlch .re pred'Urmln.d to be co,­
r 'ct , incorrect, or lovalid are proce.sed--I. ne~~ed so thal 
H!::>I, ..... 11 aa the SUt., obtoloH opU ... 1 fe.ulte t.om the 
Iy.tem. rurther, te8tln<;l II Import.nt line, the h.avy 
r.lhnc. 00 conceptu.l c.p.bIIIHe., [lthef than runctloo.1 
da.oo.tratlon, h". c •• ulted In HEW' •• pproval or locnmpl" t e 
Dr und.rd.velop.d ey.l ••• . 

"110, HEW req.llf •• SUt •• to pufor. c o . PtJte r hed •• dlc.1 
co"sllt.ocy checke, I I yet they .. e r e oOt ~Iv'o guldello •• 
u to ",h.t ie medlcarly Icc.pt,ble. Th. Ibunc. of natlooal 
Dr " .,lon.1 deflnltlonl or .. hat IIr •• cc.ptabl. r . lotlon.hlps 
bet"' •• n 'qe, .ex, dlagnosl e , .nd t.eatm.nt h.e hindered 
the ,I.velopilleot ot Ideq".t. eyete ... s' check,--. ven thouqh the 

I/Con.letency check. era cOIBputer edit. dSII\lo"d to cOIBp.ca 
- the co ... patil> i llty of ... dlcal prL>c.dur •• provld.d .. Ith 

di.qooll., age .nd ••••• od ~ne lettln9 In which the 
p r o~.dur. was provided. 
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" 16",,,, . 4 1 .. ,"~",dl,ld or pa,rol.lln,! tee .. . ~l .... ntary .y.u ... • 
1~I.l" . n,,,'I, an til fllJ" .. "tl .. duri ng lI,,, reyi" .... , ",ould h"v .. 
• , 1..., tr<l ,IE.-I !OJ tl"> h problem and al'prop ' late action could 
h.v~ b".-" t . ' ~n . 

U" . '.l~ . t~~ 1~'I"r .. to op ... tlunally te . t By.t .... , 
.' t"~1 .. ~ .• • "~~ ,,,H h41"1"" IlE .-I· " " y a t ""' approval pcocesa. II~W 
h.1 6 ""I . I .,v~ lup"d " II " _'Idl cert'flcation proc.dure. t<> be 
1"lluoI.· ,1 I .y " ';"'''''' I ., · .. lu" ers. II s .. ' of such prucsdurao .... uuld 
d l lo<,; r~"" "' <' I'~ t,) conl16 l 61H1V ~!'lI ly ~ cutllin <)~o ... p of 
n It.,.-, t . I " ... , .. lo~~ Sta les' SY5U,.. . Io'." .. ntly, 'evh ..... 
nnl~ I •. ,u ., .·It .. t" ~l l a t 10 use In d .. te . .. lnln9 it Iyate.a _ CIt 
.,11 '.·. ,"".· .. ~ntu . I'In a~t ... pl to d e ... elop IIY.U_ approva l peo­
'""""'~ . .. a u ~h~nQ"n. " loreauoe , ' cco rdlnq to HEW oflid.h, 
"". ~,."". ".HY 'I'.att y tn tn .. i, .y.te ... • appeoache •• 

,,' " ~ ,lt l" "'n~ I "~a Kne Ba In t he app.oval procela II that 
" .I ·,,,1 f .Iu,,~ ·~n(·.. . lit ~ poln. In tl .. e, It~W rev i e .. . tha 
~ I~"'~ I .... ,_,,'~""n ~nd d" t .. r. l n.B If the a yate. al,ould 
,., .,,,,,, .. ~~. I. ttl:", ,10 •• nO ' .... nHo, o r periodically r".v.l .... t e 
,I,c· ~d . ·.,".,··, "I a n "!,p,ov"d ~yal"", St.te ".dl"ald prO<;ira •• 
" "' '1,.".", It ·· ' .. ,ogo h"c~"u o t roodlrlcattons to fede.al .. nd 
ii,.t,· l "'~ ~ .",,1 poiki"., ther .. fore, ch~nqe. to State \ntor­
~,J"':". ~ ·I.'~n"J ~,~ .... 'to. n ne,,~oa .. ry. lIioo, .. a St.te. qaln 
UI ' ~'''' I,.". I ~ ' ~'''' ' ' ''nt·. " I th their aYllte ... , thay ort .. n .a~e 
U''''''I''~ " .,,,,',. tlL .. n • • no conlinuln" eevll .. runctlon, It 
.'~.~ ... ~ll' •. " , .... ~r "d'" th" t • S tu ,,'a . odiO".tlon. t o It. 
~ 'I u" , .... ,' ~ 1" ')1",,1"; I .. "l ... ,enud la .. u. polIcy chan"ea, nor 
t·~ ,., L \ , .. I! .. It.· \ he. ' '' 'I'' Ired a y s le .. componenu h",vO! b.en 
'I~ l ~tl·d . !'()r e "'"1' 1 .. . "he n HlchL<jan'o oyatam "aB c .. rtlthd 
',y'lbl. It ""t"ln ... ,1 .. hout 100 adlta . Ov ... lhe yeua, th .. 
",,~, .. , " ... lIt . " • • In"r~ .8ed to .bout 460. D ... ring thil 
, .... -:- I ·.>' , .... ". "" u 0 ' "1' " .. I e dl t . " . r " CI~pilnd.d, 10_ wera 
e\ .I" " "., ' ~'ur~\ .dll . , and o th"r . ...... re eat.ined but "'e.8 
" .. ( " .. ~ . ). 'l <:o "'"v" ,. m: .. h .. B nOt 'ravalll .. t"d tha .yate. to 
rt r ""'Il'''~ ,I ". "'~,.,. ~ pp ro'lal •• qul,e .. ente. 

ItI<I, ; "I' I"" ''''d l I'fO~.ftS .. eil~n.a ... have r •• ulted In 1t~1tI 

eprr<:tvlng HYR '''''''' whlc" d.d not .,,"t le91.I.the ue eaqul.­
lO.y Uo,ju),,,..:.nr. 'hat IYI U OlO 

--!""~I<1~ fo. prOOlpt .... ntt .. n notLce t o Lndlvlduill. 
f~rnlDhtd "~dlc~ ld a .. rvlct l . 

··t.v c,,",paclhl .. .. I." t he c lal, ... p.ace.lln" .nd Infor· 
"~tl o~ r~trl,,~ .. 1 sya le •• u.ed In the ".dlcilr .. pro", .... , 

-l'r"~I<1~ .,.,.h 1' .. 1.", and _ d lea l pe""lde. proUha fur 
ul , IJ1~tlc,n r o vle .. and progra,. man • ., .... nl purt)a ••• , .nd 

, 



Also, HEW has no assuranca that the syst.lle a. approvad, 
or a" Bubseq"ently modlU.d by the States, actually lIet IIlIlS 
requirements, .. hen operaUn<;l. DotaUs ra<;lardin<;l unllet re­
quirements Ider.tltied foHo ... 

Notlca not Bent to lIedleaid recipients 

The notiee of medical ben.flt paymentB--or an e~planation 
of Medicaid benefits (EOIIB)--ia a lIstin<;l sent to a reelpiant 
of ail services that Medicaid ha. paid lor that recipient 
durln<;l a &peclfled ! t iod, usually 1 month. 'The notice la 
intended to check t he ~alidlty ot payment for claims made 
by providers . Rec. ~· . .. t, are Bslled to notlly the State if 
the services paid fot we,e not received. 

Section 2)~ of Public Law 92-601 inciuded a provision 
'equirln';! thst notices be aant prollptly to all Medicaid 
eliqibles f or who .. PIlYlll8nt9 are made . ot tfie"three Statell 
reviewed, only Waahinqton met this requlre rqnt whan ita 
lIystem WII9 approve d. 'rhe Medica" lind lIadicaid Anti-fraud 
and Aou • • Act (Public Law 9~-142, Oct. 25, 1977) lIodifled 
the EOMB ",qulrement to require thllt only a BlllOple or reclp· 
.ents had to be notified. Neve rtheleu., at th. tlma HEW ap­
proved the Mlchlg .. n and Ohio Inforllation eyete •• a. bein<;l 
opera~ional, they did not ",eet the requirements of the then 
applicable law . 

(n the early eta'l"" of 1 .. plellen>ln<;l the Informat10n 
e yst ",,,,., Statu de veloped the capability to produee £OMBs, 
but bOlle relllsted produdn<;l and mailing the . a ll apecHieally 
requlr "! d by the lsw . Their resistance waa based on econo­
mice . suus Wert requited to produce and 111111 notices to 
each r e cipient receiving a service paid for by Medicaid. 
The coet to a State Can be lIubetantlal. One Stats, California, 
would not comply with the requlrement becauee It believed 
Lhe coet "ould be greater than the beneflte. 

Ohio and ~lchiqan eventuaLly .. et the EOMI! requirement, 
but oniy af ter the effective date of their sylltems' approval. 
Michigan cOllplled ahortly after nceLvin<;l lIEW's approval. 
How .. ver. Ohio did not be<;lln lIallloq the notices to all ,ecip­
ients (about 600,000 per month) until January 1977,IO! i s montha 
after i ta s yatem was approved as fully opecltlonal. At the 
time of the Bylltem approval revie w, Ohio had only recently 
begun IIIII lling the notices, and only on a aa.ple b.~is to 
about 6,000 recLpl e nu. Yet, HEW approved the .yste .. and 
awuded utroactlve approv.l--to a date 6 .. ontha before ~ 

• 



not'~ •• Va fe • • iled. 
.. "lIn.tlon a. to vhy 
EOKB. V.f. 1 •• u.d. 

Ktw ~ould not p~ov l d •••• tlsf.c t o ry 
Ohio' •• y.t ... v ••• pprov. d n..fo~o 

".dl~e1d .nd ".d l~at. Iy.um. are incamp.tlbh 

S.ctlon ZlS .ha reQuirea that ta ba c. rtLfied ... ap~ r ­
et lanel M.dicald intarlllltian .y.t .... he ... e t o be ~".,p. t ll>h. 

vith ",dic:.ue IYlt.II" COIIIpotLbh .Ylt.",. en net.:lo'nuy 
to el.ur. thet t he ~oet. a( •• rvl t.:., p r a vld.d ta pera.;: n_ 
cov.red by both pr09 u •• (.bout 3 .i ll ion per.ona) ara paid 
by the pfapef pr09r . ... net th . t prov l d.r . 1~8 not o V.>rfH'ld . 
The Intc-r.eUon ,y.t ••• t o r t he tvo pn>",u •• var~ IncOOlp.­
tibll In .ll thn. SUU., ttl"., lIew eho"ld nOt h .. ve .pprov.!n' 
th ••• M.dicaid .y.t ..... trapi .... ntlng tha compatibility 
r'Quir.lUnt h •• b •• n diUic ult b.c." •• of In.dequate c<>01'8 r .,­
tion b.t", •• n the t"' <1 pfog,.:. .. ·• and fund.m.nt.~ dlffe,,,nce e 
b.t", .. n their data b ..... Waahington In" Ohl<l h."" atteMlpt ud 
to ue. Medicerll deU, ",Ith ~one ide .. bh dif f iculty . Thift i . 
pn •• nted In ilion d.uil i n chapter S. 

Hew r.",ulation. I .. pl .... ntin'! a . c tl on 235 epocify th.t, 
In o rd.r to r.~.lv. HEW .pp~ov.l .a op" r.tion. I, a ·yst" .. 
(1) mu.t p~odu~e pati.n t .nd provid.r profllee for r~vlew ln q 
ua. OfIi.rvic.s and (~) muet hev. all componen t s ope rsti~q 
continuouely . ----

H.eting the !irat nqul~elllent en.bl .1I the State t o l ook 
at all .ervlc •• th.t • r .clplent ~eeelv.d Or ell se~"le .. e 
that I providar ha. r .nd.red aver. apaclflc tl .... The ,." 
r.c lpl ant and provld. r p r o fl l .a a r e 9.n . ... al1y cona;derect 
•••• ntl. l tor u t ill aation r eview o f the n.c •• • lty f ~c .~ 
qu.llty o f e e rvl cle rec. i v.d end rel>(l.rld. 

Me. tlng the •• ~ond re'fu l~" .. ent Ie euppoeed t o .tnabl ~ !If'" 
t o d.t.r .. in. that op.rl tlng Info~ lI .. tlan . ya te .. _ a~" prevl!!,,,,! 
.11 •• pe~ted beneUta b.clue. the entire eYl t em 15 operatln<l 
on ".11 H.dicaid cl .ime Bubmltted , 

Th. Michl",an Intor ... tion e yatell I . nOt producing any 
rlc lpl.nt praflle a and , whil e the eyeum doe. prod"ce prov lo ,,, .. 
profU •• , a ni I' a t.w .r. ueld i n rev i.", lnq ..... vices . !"un he r. 
n. ith. r the Mlchl ",.n no ... the Ohio ey.t ••• '" t the cont inuo ... 
operat! .. " r eq"lrlll8nt wh.n the y v .... . approved e ince n ... itho:r 
initl111y produc.d an •• ph,n.tlon o f med icI I blne f lts. Hew 
.ppro· .. d Hl~hlg.n'l . yet •• on the cond i t Lon that the State 

• 
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O ... r telt. ot thl 'Uch19ln .nd Ollio ly.tI .. 11 .IIOWl d, .. hll 
alncr .ac.ptlon., tll.t til ••• b ... lc ell.e k, •• " pettor .. d COr· 
ncUy, 

HEW', G,n,r.l 8y.tI •• D .. lqn .1.0 nq ... 1n. tll't Stll, 
.y.t, •••• k. ,.v,r.i .ophl.tlc.ta4 cro"-r.r,r.nCin9 ch,ck. 
tll.t qo blyond tho .. ot the -nor •• l- .::111 •• vllidation cll.ck. 
lI't.d pnviou.ly, ror ... apll, .lIch cro .. -ret."nc. ch.ck. 
u. int.nded t.Q .. k. cut.ln that 

--the .. dlcd proc.dll" provid,d II con.ll"nt .. ith the 
d1.qnolll, the r,c1p1.nt', ., •• nd .... , .nd til, pl.c. 
of •• rylCIl 

--the d1.qno.i. I, conai.t.nt .1th the r.cipient' •• q, 
.nd 'ea, .nd 

--cert.in co.oinlt10nl of madi.::.l proc,dllr'l era 
id.ntifi.d tor •• nu.1 r'Yl'w b.tor. p.y,.nt. 

O ... r t •• t. 1n "lc ll1q.n end Ohio .1Io .. ~ th.t th ••• typal 
ot ch.ck, ... n blinq perforMd on • y.ry Il.it.d b • • i. , . 1· 
thou'JII th.y u ... itllin the St.tl" .y.ta •• ' c .p.llillt l ••. t o r 
.a •• ph, w. proc .... d t •• t inYoic., .. "Ich, If 'lIboolttld by . c -
tu.l proyldl •• , .. _ld IIIYI .llultld In pay_nt rOt I " " h .1 ... . . • 
tlon.bl. "lvic" •• prov l dln9 birtll control pill . to •• 1 •• , 
proYidin9 fluoride t".tMnn to inf.nn, tn.t1n9 .... n fCir 
.,n.tru.l probl,m', .nd p.rfor.in9 •• / or h •• rt .... rq.ry in 
the r.clpi.nt'. ho ••. ,Uchi9.n oHic .la .. ld the Be cro .. -
r,[.r.nclnq ch.ck. ",r, nCit alw.y ••• d. !rll.rilY b.c.u • • 
ot (1). laCk ot ddln.d crit"le "qud nq .. holt II n.,on.bl e 
.nel con,l.t,nt .lOn9 th' pr ue~d ... r ., dl.qno.I . , age, .. nd ••• 
y.r l .bll. and ( 1) CClllpo,ltl' p,o~ l o.lnQ ditfl c ultilta . 

STIoTU JlOT USUIG BnTPlS TO tJlro .cl FOll eY 

Ionotlle, •• p.ct o~ " hl.a valLdat lon t o • .. lI i~1I Stolt •• 
• r. not .I .... V. u,lnq tll. l r CO.,,"Uf .yate • • I . chec_lnq 
fo r selherer •. " to State ".dl " ald pollcl •• , So ... Stat" . 
,.t.blhh pollcl., th.t If •• ore ,a'trlc tlv. tll.n hd. ral 
1IIIIt.tion •. r Of '''lIple, ,o.a. Stili . l i . lt ".ovlder. to 
on. ro"tln, Yhlt per IIOntll to n",.ln9 11 (111' p.tl. nt ll . S t ol t •• 
do not .1 .... y. u ... th,lt Intor,"tlon .y. t ••• to enforc " co.­
pllinc. with th.lr M.dlc.ld poliel ••• 

!l1f. did not tilt ... lIlnqton' •• yat ••• 

H 
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ror I~ample, our test I n II lc lli'la n and Uhlo In c l 'Hl .. ,1 
te at c1ai .. s which were proeeH.e" to th" point of I' a\· m~ ", 
tha t vl o L. ted such Stl te IIed lc. l d poli r l e. a" 

--t>lblreu!osls lre,n.a nt h no t a "o ~ .. r . d t>.,. " .I" l u ' 
r l.,l pllnt l tJe t"len t he sge . ot 21 ~ nd 6 ~ , 

- - r e c ipients oYl r 21 Ue U .. lted to one <l~n l~ 1 ..t,.,· ~ - u .. 
per 12-month pl r lad, 

- r ef il l. f or narcoti c . nd dan'l~ rou . df U'I. ar~ ll oo ll .. d 
to three De r p reBc fL pt l on In . 4-.onth p-e r l" tl· 

-- K-ray. arl nOt allo wed fo, r~c1 pL ent . o v .. r <"l ~ r 'hS9 

t Ile X-ray. UI r e quired due to a . ~.C\fl c d L~ .... " , 
I njury, or dhq" oo\ a [ 

-qroup p.yeh~ t"e r.py II no t II c"ver e d b.ne r Lt 1 u, .,. " 
pltL,-nt ¥i . Lts to ho.pltsl a, and 

--pl o v ld."" au not all o w. " to ~h""Je s .. pa f a l ~ly I tl r 
such s e fvl ces . s routln~ pOBtoP.,r . lL~. '''He ~h l,· 11 
shou l d ha ve been inci uded I" a s lo"'1 8 uu r <l «-.,l l er·_ 

W • • hln ']ton' . l'1li 19 contr.cto f d id nO l 1 .. " I~ _n( '·" " I'U'~" 
h .. <1 § ' .U po l loV .<l lt . uncll "Y . '" .. I ..... , . ~yu "·" ~ ~ . 

c",t ICl ed. Ourln9 t h l~ d •• e L.l .. . .. e r e e u nlned ... ""u~ll·l. 
aB they had oeen " : ,or e h ,ph ... "tln'l tI,e . yue .. . t" ~ n.~ , 
compllinc8 with Stale policy. Thu s , ,,~ e n ,h"' '' ']1"1 ."'l'rov .. d, 
>i~Bhlnqton did 1Ilanuftlly .. hil t ltd i y&t e .. ~oul . 1 h,w ., d" n ~ 
bettar--.nd at mu ch i, . 8 co." 

~. l lu f " t o "nfor.,,, S t at . ,..edlcal d p<>l k y l ~ """"" 1 ,tt" 
St at e . a 10l ot eoney. Whll . t he , .. ,H ~ ..... l u d8''' ' '' ''' " 
whethu th .. e .... f . cl ' .c ~" to . "to rce po l L ~ y " ,.d n~' l" "j~n" 
(y the ,.,one y lon, .. . did q uantify e ft.c " In Ott;" " I " ". 
"ntorcinq One at lu policl • • --n.,.,. l y that Mad ,c . hl ~,II P~I 
a roa.l n um of S l~ pu pSllent ptr year fu, ,Je nl 4J X · · ' ''·I ~ . Al 
thou'lh .. ny feclphnt. f .. c.l~ed oI e n,al X "~ V . ~()1 ( 1" '1 ,w~ , 
U S annu.lly , cls llOS ... ere not .. . .. . I n"d 10 ..... u f e l'O .. plld" c·p 

" I th the polley 11 .. lt . Ae. f esul l. t o , the I- y .. . , 1'. ,l u.l 
ended Oe .. ember 1 ~ 16 , Ohio paid $ ~~ J,OO O .m , e r Of d.nt~l A - ' ''~ " 
th a n il ,,,oul d have paid undu lu pol, cy . lIu ,ln ' l II,. I d ~ ' 

is ",o:1(h. u f thl . p. rind. t ". s yS lem .. . " .'1 ~ , ,, •. ~<l ., •. 11 . "M H . 

Sts t . oftl r i81 , "5ve ~~ vef ~l , e .· ',~A <'" nut ~<l'II~ ' 1 1,·" 
!lUte pollete • . MICldqdn n t' k l.i ~ - ,d t l!. ~' ~I " ' . 1'"IL'''@ ~' 
... hlch dre o rten vs~".-- ... _ .. "".l,ut .-< ·, ~ f · ",'~ ... ·nt <1111 1, ~l' 
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bO" .. "a .. of p r o9r •• inq co.piedtl ••• Qtljo o fficial . ,ai d 
tlley bel lev. S tlt. po li<::y ,,,,,, ld o l an b. better enforead 
t ll , o "",h poaql.v ... "t ' .... 1... . The <tanhl X-uy aU lph d ttjld 
.. DO ..... , ho .. ..... .. . ho .. . that n.itha . pr l paY_ht nor pOl tpay_n t 
.evle ..... ~ . IId'l"lt •. Tile teet . i ndicat. tllat Stat •• cln 
. pend more " ad "aid dollara than they Inte nded bee." •• they 
110 not hold provlde.a to pr •• c rlb,u pol lei •• , t he I'''[po .... 
of "hlch ga ne rilly ar e to 11 . lt S tata Madlc.ld COl tl . 

!.~"D!QUATI'! GE NIItA t. SYSTElilS DESIGN 

The Cenerl l Yyet • • • Deal"," h Inadaqllata In t lln It 
l. ~ ~. Buttlcieht apeclflc!ty for Stolt .. pereonne l t o .ftec t­
IveLy llBe I t in de.lqnlng and opeut lnq tllah .yet ••• o r 
lo r !lEW per lol'll'lel to eUectlvdy .... It ... han approving 
. yet .... . Al eo , It " ... not baen updat.d to r.nact v.r loua 
Im prove .. ent. Statal hIve lIade Ind provan In prac~lca. 

rha lac k ot .pecH lcity In tha <janeral desl,:!n COllb!na" 
.. !th the f.ct that HEIf only requirel Statal to hive IYltam. 
conc"ptually equivalent to HEW'a da,i;n IUOW, Statal con­
a i der able latitude I n ,y'ta. ".aJqn .nd operation. 'rhla re­
lu lt l in . yat ... varyln':! wi"aly fro .. St.t. t o Stlte .nd In 
HEW penonn.1 havlnq difficulty In datu .. lnlnq if " . y.ta .. 
•• ' 1' tha r .quh ... nta for 75 parc.nt lundln",. An updat.d, 
100 • • delinaat.d IV.t ••• de.1qn wOllld tHln.tlt bo t h r.de,.1 
a nd 5t&t. p.raonn. !. Th. fo11""lnq .... 1'1 •• provld. 10 •• 
p.r. p.c tin On how the IVlte., d.,19n could be i.proy.d. 

Unlfor .. d.finltion. n •• ded 

S tan. do not I1v.y, un ,qu lva l .n t d.tlnltlon, tor 
. y. t . ... ' t.r ••• Thl •• ake" cOlL p,orllun. b. tween 8tata .y.t .... 
u iUlcult. Th. d.l1nltlon o f .. ·· clli.- und by Michl9ln, 
Oh i O. "nd Wa.hlnqton 11 & qaod .... pia. Tha Gen".l 8y.ta •• 
uu tqn .nd tha Sta U ot IIlchlqan d.flna I .:1,,111 aa the 0 111 
,.ndued by I prov ld •• to thl lIadlc.ld &9ancy to •• p r e>caduu • 
• • et ot procadur •• , Or • • eev lca r.ndarad to a ra~ iphnt 
for " ~ I v"n dla':!ne>_I . or let ot , alltad dl.9 I10"".. Whan. 
,"ultl.ervlca bill la ".old, e.ch .arvlca III counted a. a 
.. "nat. el.I ... Ilo .. ayet, in Wuhln':!ton I multi auvica bill 
II counta d a. ona dllm. Ohio .Iae> da l!nas aach ",uLtha~vlca 
bi ll II 00 .. chi .. . nc.pt tor druqa In which cau uch bllhd 
dIU'! II cou nted .. I . ap"flu chI.. Without. unHo r . c lai lll 
da tl, I ' . i o n, ce>.P.,ln9 e>na St"t,'a cl.I.-, .lated .t"Uat l cl 
to .noth., Stata· a h.a IIttl, v.lu.. lIa dllcussed I n Chlptll 
J, th i l c.aco ... I.portent whan COIIpe,ln9 cill .. p,oc . .. l nq 
co. te on • - par c l.'.- c.aets . Chi., a tithtici .ult be 
. "nlpulatad t o .un .pp,ol1uta I e o.pa,.bl. co.t PI' ch l a . 



The progra. r.g~I.tton guid. rlquir ••• bout liD data 
.l.ment.--specilic information unit. having unlqu ... anlnq' 
luch a8 piaci and date of alrvic.--to bl proqrlmed 1nto 
lnronaatlon eYlu" . 11l11th.r the progr •• quid. nor thl 
G.n.,al By.t.ma Dlal;n I.pllinl how t> ~Ia 'ach d.ta all .. nt 
0' how to r.fina the d" ~ a .. la .. ntl for Opt!aUI 1111. Th, 
problel ' creatld by ~~·I vag~1 .. ,itlria .rl Ill~.tr't.d 
balow. 

Phce of ,a.vlce 

One req~l .. d d.t. dl .. nt h , cod. 1odicat1n9 .. h.u , 
provider randar.d a "rvlce. Whill not 'peciflcally It,tld 
In tha progr,~ quldl or General Sy.t.ml O •• lqn, thi, cod. 
I, to be 1I,.d in conjunction with a procld~re code to dltlr­
min. If the tr •• t .... nt .... 1 plrfoulld in the .ppropriat ... t­
tlnq . ror .. a.pll, m.jo, I~rg.ry .hould b. perfor •• d in 
• hOlpitll! hOIll hulth care Ihould III~dly ba deliv.red 
In a recipient· •••• Id.nc.! • n~.'in9 ho •• vi,lt .hould 
ba to I ucipl.nt ••• Idinq In • nll<linq h_. 

To .dequ.tely c h.c_ tor conll.t.ncy b.tween tha ••• vlc. 
r.no.reo .no wn.r. It .. ren<k •• o, .U ....... upcl .. u ••• vlc. 
locatlona sho~ld b, d. fined . Whil. thl .y.t ••• d •• iqn d.­
Hnel 10 servici pl.C.I, it dOlI not lpacify .. hich _hould 
bl uald for what tr l ltoolnt Or .ven the Idni~um nUmbl' thlt 
Ihould be programed Into the IYIU~. St. tel, In developlnq 
th.ir sYltlml, have not unlfot ~ly .ppll.d place of .Itv lc. 
cod lnq. 

Only four I.rvlc. pl .. Cel werl unlf or.ly deflnld oy the 
threl Stetea, lnpl tl lnt hOl pltel, provld .. •• offlc., 
ho •• / r.a i d.nc •• Ind oth.r ( .. hich teqUir l' .... ritt.n ,Ipi.­
n.tlon by til. pro~ldl.). Whila .11 Stlt.1 hlv, outpatl.nt 
hoapltal 18 " ."Vlcl pile., it UI~I' on varying definltlonl. 
W .. . hlngton· . ou tp.tl.nt hoapital d.finltlon •• cludea , .. r;.ncy 
room vie its, wh ich Ir. reported .. p .... tely. Ohio Ind IIlchlg.n 
d.fl ne outp .. tlen t ho. pital to Includ. both ... ergency rOOm 
and other ho,pltal outpatient vh.!tl . By cO.blnln9 lmerg.ncy 
roo l Ind othlc hOlpltl1 outp.ti.nt vl.ltl .1 a .ingl. pl.c. 
of II rv lc. , Ohio Ind "Lchlg"n h • • per .ttlctlve utililltlon 
r.vl ew Iinci ... rg.ney .Ituatlon. Clnnot ba conclullv.ly 
dlatlngullhld f ro. nonl .. rqlncy li tu.t iona. 

The tlbll b.l ow .howl o th • • dit ' . renc.a bet .. e.n the 
Cenlnll SYltl •• '"Ign "nd the plac. of l.n"lce coding In 
tnl three Stlt., revl .... d. 

" 



Sho .. n io 
th l 8YIlU"'" 

Ph". 01 "ervl,," Otliqn 

Int"r."~llt. Clr. 
PAtUity '" !lYu '0' ~ .. 

8k Uhd Hur.lng ,."I11ty , .. "/yes , .. , .. 
Indlp.ndlnt ".borato ry "' ~ '0' ". R.aldlnc" Sublt,n". 

Drug AoolI, "' "' , .. ." 
Outplti.nt, Bub. t.n". 

DrUg Abu" 0' ~ , .. •• 
r_tglncy ROUII y .. ., "' ,OO 
CQngraglt. Cif' "' N.lIth lI.lntln.nc. 

0' "' , .. 
oll"nl."tlonl y •• 0' "' 0' 

CUn CII ". YO' 0' 0' 
!lOnl co~. CO"I" bo t h. 

IItlU. onl SUtl "10' n"d p ileI 01 aervle. "ode" t hat anott,., 
dOl' not (110". MIllS IYlt.", •• e. ulld to pay tor noo-IIed lcal(t 
•• ev lce •• luell II eong, aglte "a,a I n Wa. hingt Dn), .... b e l lev .. 
II> talnlmu. ~.tl bl .. I hou id bto ddln.d Ind requ it e d to b" 
conlilluntly ulld by all ShU.. Thl I"ck ~f e dll rtnod U8t(l 
bl.1 ,.quirll each "y"te." dlvelo~r to lnd .. pend .. ntly det ... -'in, .. nlCh plicI Df l"vlcl codel Inou ld b , peogrlroed 10t <> 
tne "y"t •• . 

A" .. JndlClto r 

Anotll., d.t. 1l.lIInt II the a'll ,angl indl"~to r , .. q u l,.d 
tor 1.lurlng dallvec.d l. rvl ~I' "'" approp, ;at .. , b.""d on 
t.he tiC Iplent 'I ."'.. Ttl •• ylt .... dellqn doe . not " 1"'" I f Y 
hOll! to IIt,bUIII '91 rang ... 

Ohio devllop .. " .n In.dequau l<;Ie Indicator. Oll lo ' s .y,t,. IHftnl. "9' qcoupl In U C.I 01 Uv, find qr oup. -­
lnt,ntl. clllld,,,n, t"naq,'''' .duit., I nd th' , 1d" ly. 
Oh l o " Ig' qIOUpl cou ld not bl Ov" llpped, l or ""''''1'1 .. , t h .. 
Stltll could IlOt t,;O!bln' til, Inllnt Ind children a'!. '1 'IJUP' 
to t,"t 1 peoc,du,". IIlchlqln 'lI end WI. h ln'lton'" . ys uOlo 
Cln lit ." '"nql' btt .... n In~ two 1\111. roc .. n llp le , .er v­
lclI nllt'~ lo ~hJldbJrth Cln b, dlflned •• IpproprJu. rn, 
penonl 1111 11 t(I SO 0' 10 < .ny othlC b'<,Iinnin<,l or ending 
'j" a,,,"ule ot It. fl.ld Iq. '"n<,l,.--non, o t .. h lch • • • o; tl y 
1 tl til, .pp<oprllte "ng<.l--Ohlo had to dlfln .. chi ldbi r th 
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~ .. . , n aJ lowahle procedure tor dl agB "COUP'. [n aftlct, 
m , io' . ~ Ilillty to etrectlvelv uu itll By_tern [or peaOfllllng 
. ,,0 cheL l". Is nullified. In hct, Ohio chlcke only 2S •• d.lclIl 
"."cnd" ••• to a •• it tha recipient" .". I. "onelBtllnt .. ith 
\I,e .... ' vlC:. provided. wnhlnqton check. about 400 ptO(:l!du'I!'" 
""icll Indica t e_ that Ohio', lIyet •• o::o\lld be I_proved I1gnIf1-
Cli O II y. 

~~w·. """-tl .. appro .... 1 of Intor •• tlon IIYlt ••• J, not an 
ad"qu~ te b ... I " for ••• uclng thllt continued inc.nthe fundlnq 
I H I-'<Irc~ nt r!!lmbue.ement) I" loIuranted. Statee are balneJ 
,.,il1l11ur •• d [a. hll,,11I9 an approved Iy a tll"--not [or hllvlng II 
ayet". tha t IIchlev •• ce .taln •• peetetlona . On<;8 II 8t.te' • 
• yst". I J approved, H~W h ... no fo r all procedure to ••• that 
the .sua cont lnu •• to oper.t. til. "ya t. " .ccordinq to '.deral 
rcqul r e"enn , MOrtOy,r. u In<llclt.d pr,vloolly ..... do not 
~ .. l"'v. HEW adequn.ly d.t.r.ln •• th"t .yat.". can op.r.t. 
properly b"for" th.y .,,, approy.d, To aid the IpproYll 
p.~ceu and provld. crlt.,I •• g.inlt whi ch .y.t.m,,' op.r.­
tlonal . uec"al can b. p"rlodlci lly Mea.urad, p.rlor.anc. 
at.ndard. o f efficiency and dhctlyen •• " alloold be d"Yeloped. 

~~I.lal{on 16. 14 70 and H,R. 70791 .... propoud in the 
I g t OUlion d the nth Con9 '." to retora M.dlcaid .dlin­
lat r atlo n, Under tilt. propo .. d 1.91"lation, til" .lIOunu 
paid to • 8t.·. ~ tor V.C1oua C.U90,1"" of Medicaid a<lllln­
lat •• l l ve co~tB would be inc r l.l.d, r.d .. ced, Or t.,,,!n.t.d, 
depending on whether tile State .. atl .poeclti.d pador_nc. 
cr iteria related to (II tl .. lt ne •• In ".kin9 .U9lbUlty 
deter" lna llona , (2 ) e l igibility .uor rau., III tl .. ll". .. 
and cnrrectnau ot clal ... proca .. lng, lind 141 reporting 
requil.d data to H!W. Th •• "eclflc edterla ulatlng to 
C'la i ... "'roc .... lng ". 

--".ylng, within 30 d.y. ot recalpt, U perc.nt of c lal"" 
" "Iell requ ire no lurther .. ritten infor".llon lcl.an 
del .. ) IIld .. lthln 90 day. 99 ~tcal\t of tlla .. clal •• . "' 

--p'.p.y .. ent and poatpaYlMnt elailli' ,eyl." procedure. 
" filc h includ. r.vl .... to deter"ln' ( 1) the .ccur.cy 
of d.ta 6ub"ltud and proe .... d, (2) that the provid., 
II .1L9lble, (l) th.t tile .ervic. I, cov ... " IIndac 
t he Sta t e '. progra., ( 4) th.t the reelpl.nt II e1191-
b l " I~l the quality and neca .. lty o f c ere It thlt 
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function h .. IXlt bMn ''''1,1_11 l1y • 'r(lh .. h,nli 
SUndud, bv1 •• O''illnlaation, "~I th.t pay .. nu do not 
.lI/; •• d tho .. dio •• ble. (1) tllat Iny thicd pacty H,­
bUity h., b"1\ pdd, and [.) th.t ttl, c:l.ill 1. not 
• duplic.t •• 

1I1i1 wOllldi be r.quired to '.'11 .... St.t. pertonlllnc. to 
d,t,rllll'll' if it it ... t10'i or ue .. "1n<;1 the puroc •• nc. 
"rtuch. "~ul &bArIIlI 1n SUtl "'dlcdd .dalnhtutl ~. 
COIU, Inclu,Ur19 trltor .. ' On Iy.t ••• CO.U, Cln b. 1ner . ... d. 
&len ... et, or ,Ulllnited, dep.ndln9 on how .111 tn. per tar­
.. ,.". cr1t.rl. Ir. _to Til"", Stat .... ould ,.c.iv. red"ll 
.bl: 11I9 d.r .. ndlf1Q 011 how _11 thlY .<kln!,", "edic;.ld. 
not on t.h. current ,,'lcttCI of wh.t ,d.tnllu.Uve tunc­
Hon, tb • .,. pertO,,,.d. 

tlE'II took an i.portlnt flr.t It.p In ... reh 1978 for 
dndopJn9 II but. tor .. t.bl t.hln!! .uch .t.ndud. by up.tnd­
In9 It. Medic ald IUqlbllity Qu.Uty Control proqu .. to (I) 
.... un the .U.ctiven ... of St.et. thJre! puty IhbJllty 
prDiu., ane! 121 i_ntHy the lnc1e!nc. of .rror. in chl.1 
"roe ... inq. 

COffCWSIOJIS 

'III. full pot.ntial of M18 i. not beln'J ,eaUled 11th., 
bY til. Btd .. or til. 'ecI.nl Gov.rn •• nt. ilion. of til. tlln. 
Btd. 'Ylte .. uvi.w.e! fLoUy eo.plhe! witll <.,quirelllnte of 
hgt.htton or i.ph .. nUng r&9uhtionl, .v.n tllou9h IIEW 'p­
provee! th .... beJnq operational . '1111' nonco.pliane •• t ..... e! 
fro. w •• kn ••••• 1n 1I11t'1 IYlt •• Ipproval pCOC ... ane! IYlt •• 
""In crHath. A fune! ... ntal cll.ng. in ,.d.ral ad.minh­
tflt w. eo.t .lIarinq i. na.e!fte! . Stat ••• lIou1e! be fli.bun.d 
for oper.ting a 'Ylta. th.t _.ta c.rtai,. pe"forune. 
It.nClardl of .ffic i.ncy .nd e!tlc th.n.al--not for .. , ·.ly 
hlvinq an Ipplrovae! IYlt ••• 

w. b.ll.vI thlt Iny Iundacdl I.t.bllah.d ahould bl 
ulat.e! to .e!.dniltntiv. co.t aff.ctiv.na .. , i.ft" Idllin­
Iituth. funding Illoule! II. provie!.e! lIy IIEW only for ... tlng 
parfor •• nc. It.ne!are!1 whicll h.v. I lI\lnIUc.nt "COliC'. bVact, 
.uch II cuttinq eo.t 0, Increallng I.,yle. Ivalh~il1ty , 

Iat:OIIIMEIilDATIONS '1'0 '1111 S&CUT"RY I 11Il0l 

W. rlc_nd that the Secntary, IIIW, e!lnct the "<Mln­
I.Ultor I IIC'A, to. 



--Develop IIrlttln approval proc.du! .. for UI. by IIlW 
pusann,1 In .ppro .. lng State InCor •• tlon aylte •• , 
including 'pecith: criteria for uaUng the op ... tin", 
.yatema to a.lur, that lIinlgum Itandard, are JHt. 

--Upd"te the Gan .. ,l Syat'lla 0"191\ and the pro9UIII 
re~"l.tlon quide to ,.neet aVlt ••• lIperlencea to 
date, ',ph"I.'"! '1ruur unitoratty and un of proven 
"roeaning t ",nn que. In Iyau •• davdoped by the 
S tatea. 

~·Anht ttl. S taUa In d'III1opl1l9 Ndlc.lly accepUble 
definition. of .. died praeth:, .. hleh corul4ltt 
.. dh:d dll.gnoata, "rocadure, '94' •• nd/or ... 80 
that Stat •• can ua. the computer to cllack billln<jl' 
for conalltancy 1Il10119 th ... hetorl. 

ReCOMMENDATION TO THE CONG RES.! 

To ,,"able H£If to btuer una9' .nd aonUol the lUllS 
IIC09"" "' recQ ... nd Ultt the Con'jUI' l;on,ldu ... ndln'j 
titl. XIX of th. Soel,1 S'I;,,,lty Act to r.-quite HIIII to .'t,b­
li'h 'tst.l. puforl.nl;l .tlndlrd, Ind to r.qulte tII.t .If 
1>9' Lod I;l1ly {levilultl I"",ovld 'y'U" to Htu.lne 1f they 
I;ontlnue to "It 'ld"ll r,qulrl .. nt •. 

" 



CHAJITI!I ) 

Nlif alllDIiI 8ET'rgl INrOIUlATIQN ON TNg 

COST or UlroltltATIOai SYSTUI 

IlIIf h •• not eleulv "fln.d whleb at.u eo.u uv b. 
Inclllclild •• II-"Iedd "'.n'II ... nt !ntor.ltlon SV'UII eo.u, 
Thla h •• led to confullon and dhput. about the I .. Ount at 
tundl SUtl1 el.h, It the IIIIIS Ihl"ng l.vel of 75 perelnt • 

•• e.uI. BUtil .e. not required to repoct dltaill On 
tIlah intoeut1on .Ylt •• eOlU , lIew 11 not .bll to cOJIpare 
8tates ' COIU, If. Attl.ptad to COlpen Stlt. eo.t" but, 
ble.u •• It.u. do not u" the .... daUnitlon. for counting 
el,t •• oe foe eo.t clntici OC hlVI ad.quat. eo.t .ecountin9 
ly.UII, th.V WIl. difficult to cOMplre , Sou eomplrilonl 
".r ••• d., ho".v.r, "ut they Indle.tld tll.t cOllparllon. could 
bI u .. d to l"ntifV c:o.tly futuu. of I St.t. '. opeCltlon oc 
to •••••• til. ClIIOn.bl.n ••• 01 propond contract pdul. 

Th. lIadlc.ld i.w requin. lib' to deuedn. b.fon .p~ 
proving r.d.nl .harln; thilt Stat. lI.dlcdd .drllinl&tntlv. 
COlltl "a" nac •• lar:.' toc propa' .nd efUciant IdmlnlltCltlon 
Incl, toe MIS' COlt., thlt tllay b ••• locl.Ud "Ith a ,y'UII 
thllt prowld .. dfld.nt. .eona-iell. Ind .U.ettv •• "Inl.­
tration . To ... t thll, caqul" .. ntl. IIBIf n.ad. _ce datail . d 
tnlor .. tlon on Stau lUllS ca.te on • IlInctlonli billa. ,, ~ 
poet.d In leeoed.ne ... itll apacifle.lly dafina .. celuch, . 
Bueh intor •• tlon "'oo:ld .n.ble IIIN to analyll St.te pecformance 
Ind to cOII".ra v.rloul 8tltel' Plrtoc.lnea .nd Id.nt'fy IC •• I 
",he" pactlculer SUltl1 .n h.vlng probl •• 1 .nd/or ara not 
0,.c.t1n9 .ffleiently, .cono.lc.llV, Ind .fl.ctiv.ly . Til. 
Intor •• t10n "",.Hd to ..... tbI .. Inlly.el .nd cooopithoni 
h not ""I.ntly Ivlihbl., y ". dhcu ... d In ch.pter ~, 
red".l ,h.rlng in IUIIIS cOlte .hould bI b •• ed on I St.t. ' . 
pieroe.ene., .nd d.t.U.d Inloe •• tlon on l1li18 operations 
.nd co.n ",ould sho bI n.ce .. "y lac HEW to judge or ...... 
State pirlor.lnce . 

In Iddltlon to re.qutrlng Itat •• to ... t parforunc • 
• tlndled., "'. b.lt.ve It.t •• Ihould b .... .,.cud to _.t the 

V iol. lI.uad • "port to the Conqr .... "ACCOunting for "'uto~ 
.. tic D.u i'roc,"ing COltl N •• dl Iepeov ... nt," rGKSD-7'~I', 
r.b. 7, 197., whtch pointe out th.t dau II not Iv.Il.bll 
to .nlbl. COlt coep.lrhonl of Intor •• Uon .y.t •• 1 ulld by 
tbe vldo ... rad."l 19.ncl ••• 
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standllrds at a r .. allonable COllt. For exalllple. if one lltat" 
can ""'It or "xc,,&d a p"rfoflunc", IItllndard fa, a cost of 
Sl per clai ... til", ... IIlIould b" a 1091cal relleon .. h.,. til" Federal 
Government allould allare at tile aame rete in tile coate at 
ana tile! State .. hich apenda $2 to lIIut til", Ume atandllrd. With 
IIdeq" .. t " d .. h. HI!W could, as II lIIininium. lIuist StlllU wlloea 
coata lI!e out of lin& fur p&rfOfl"in,!! a given lunction by 
lIelpinq them apply techniquu used by mOre coet-effective 
St .. t .... 

~LLDwABLe SYSTEMS COST NOT CLEARLY DEFINED 

HEW lIa. not d .. v .. io~d ad"quat" '!!uidance On .. hat State 
"drllinillttative cOltli are proper lor inClusion in the 75-
percent I"ederal relmburselnent lev.l if the Stete has an. 
approved Systl .. , HEW hili b .. n indecialv" as to .. hat Is and 
wh .. t ill mIt .llowable .a an !'lMIS coer, 

Corract completion of the HEW fat In uaed to cla h Med icllid 
administrative expeneel requiree Ip.citic guidelines on .. hat 
costl are allo .. able at vuio", P,deral sllarinq parcentaqes . 
The MIS progra .. regulation ,!!ulde ia the only oltichl HEW 
dOCUJlll!nt for deterllining coete to be reimbura.d lit the 75-
percent level for op.rational IIlIlSs and it only provides 
g.neral guldllllcG. It d"Unes ... pentiona ea -autllPlated pw­
ces.in", ol claiml, pay .. ent, snd r.portl on a continuing 
basis· and Inclyd.l "the usa of supplies. aottwsr-e. hardware, 
and personnel directly aSlocillted with the functioninq of 
the macllsnil8d SYSt.m," It alBa listll COBtS sttributable 
to th" information SYStllm inclYdin,!! fotms. lIyate" hardwa", 
and aupplies, maintenllnce of lolt .. ar. snd dOcullOntation, 
end perllonnel cOllta for operstillns control clerk., .u,p.nlle 
and/or exception claim. proc"sirl,!! cl.rka , d"t .. entry oper .. -
tor •• microfil ll operatll<l., cOllpute, te,,..inlll operstors. ped­
pheral "quipllllnt operatotB, and comput.r op.rlltor&. Chrlcal 
and manual clai .. 1 proc.uirlg personnel other than thou cited 
above II'" to be excluded froa th" 75-percent Federal MHI5 
ellarinq . 

While the p,oqum quid. d"lIcr1b"s moat costs related to 
th. information syatam, the Hat 111 Incolnpl.te. State oft i­
ciall reaponaible tor r.portin,!! coate have dlfticulty in 
obtalninq a.aurance that coats not speclticlllly liatad sr~ 
sllowable. HEW penonnel aillo hsva difficulty ill qlvlnq 
Ststes quld.nce on .. hat additional CIIStl may be includ.d 
88 ~I5 COllte, An eUlllpl. ill the cost tor EOM8 posuqe, 
Even thouqh ~he lew reQu1res 1S011illq 05n up1allst10n at bene­
flta to qualify for 75 percent aharing, Hichlqlln·. cllliln tor 

" 



po~~aQ" 4~ ~h" n~pelcent Pedonal IIIuln9 level hll be.n 
d hallo"8d. 

lIecaUle there ale IIlny coati .. hlcn are Dr concei vably 
could De l l qlti.lta MMI S COI~I. HEW ,a910nal offlclall have 
nld probl •• 1 IWlovln9 Stlt. clll.a for "illS Ihlrln9. 8eceur. 
H!:W hllJ n"t f"r . llly Interpreted .. hit oth •• cOlta ara allo .. ~ 
~ola. HEW' , reglon l l reprl .. ntatlv.1 rlvl ... ("r <juelltlonj 
c«lta !.I .. Ith"ut an .dequatl b.ll. tor aetuelly dlter.lnln<jl 
the cl ... i.·. pr"ptl.ty . DII.gr .... nta Can uhe. rOt •••• pl •• 
f o r the lIarch 1916 quarter. II1cnl91n Inltldly chl.ld '2.~ 
,.llIlon for opuatlona COlt at thl 7~-percant UU. Michigan 
lI ub .. "uentl; amlndld the cllie to '2.8 million. H£W •• fter 
abta lnlnq .ddltion.l colt Infor •• tion nOt Included on the 
con repott. propoud IUo .. lng only $1.' .Ill t onl tba State 
countered ... It" • $2.4 million cllt •. II£N .nd the :iUte 
finallv _'lrnd on 11 . 1 mlUlon. Thll Iituation could hlv. 
Da.n pnvl nted It IdlqU.te quld.lin.1 on .llo .... ble co.n 
"'U I Iv_l iable fro. IIEIf. The COl t el ••• nt. contllned I n 
v.rloue "Ich l'lln propo .. l l Ind th.lr ulti .. tl dllpolltlon 
~Ie aho wn in the followinQ tebll. 

... ,,, .. , ........ , ... ,,' . '.k ..... · • ... " 
- -., ~"" .. " . ".' ... ... < ...... . .............. 

> O"!.!.' ~L"f"..ul !lU2.'.!l "' ..... 1 ~.!.I.J. ~!22!L! 

..... 11· , .,,,. ... ,.c •. , ..... , 
"'0'"" , '" .~" • •••• • IO • • "'. '" • '. ''' ' ' ' ''' ' " " . • r r '"~ "." . ...... I ..... I •• II , I'."" .... .. ,,' ... ,," .. , " .. 1>1. ." "'.' J. 

"' " -H ' ,-, .. , •• " I .... '".''' " ..... • 11 •• " .... tI • ... " , , .. , 
"" .. , .. , ' . ". / .. ... , I ..... ...... ..... u 

, ,, .~, '0. 
-" ".'" u .... .. .... ".'" • ' "' ,,'~ 0'" ...... Il.',. n .... 

I,"'" , ... " ... '".''' I','.'" , ...... .. " '."0 • 
• u,' '" 
, ~ ... '-'-".!Ll!l 1.1",'" '.I .... ,J!. l,ltl,jU ',lU. l"' 
"01. , ·!"" .u·" •. i...~,l...!.!.'! • ' ... 'l.ll..t..!.1:! .. ' ..... " . ".hl, tL~ -- - - - --

yllEW doe. nOt .Yltemlltlcilly ."lIlne the COlt report •• uo~ 
"I~t .. d by S t lt ..... ith approvld MillS •• R"ther, .. Iqln.rei 
rull. Il~W r.pre .. ntetiv •• look for .1qnlfJ';lnt cll/llng •• 1n 
dal_d cos ta fro. onl qua rt.r to th l n •• t. 



The dltl HEW obt.inl tro. St.t •• on Infora-tlon IYltl. 
cOlt. II in.dequltl for making comparilonl '''0119 Stltl' . Jf 
a Sute h .. an app r oYld MMIS. It I eon •• n eOllbLn,d witll 
thaI' aeaoc:ilted with .kil l .d ... dle.l penonnl l a nd r lported 
II • dngll IU. for n perelnt ah.ring. If a Statl dOlI 
not have .n approved IYltem, I t . eo.t" .re eoabin.d with 
mo"t other adllLnhtratlve eo.ta .nd r eported a. one iUIII 
for SO per"ent .h.ring. 

The Permanent SubcollWlttee on Inv."lq.tion. b.li,yed 
thlt cOllparLng State eC41~e for ee"oIlpU.hlnq .pec:1f1 ... chi .. 
proc ••• .I11'l f .. nctlon ..... "h •• dltl .ntry and c l .ime cnrr.e· 
tlon. would help Identity "oltly. inefticient Stat. Idmini.­
tratlye practlcl" 

ror thl Mldic,re progrem. HEW nqulrl' ita clelml pro· 
" e ",lng .".nt" (Inte r»adilrl •• end carrl.rl) to rlpor t COlt, 
0f1 • f"ncUonal b,dl. HEIoI h •• beln Ibll to III. thl. rlport.d 
dlt. to id.ntity M~dlclre el.t •• proc ••• tng Iglnt. who ... eo.t. 
were o"t of Ilnl "'ith thoee of othe r procellllin" Ig'ntll . HtW 
wal th.n Ibll to , .. tIt itl l'llnt. in nduetng their eOlte. 
We b,lleYI I III.tl.r IYlte. would b, blnlfield for Modielid 
clli ... proe ... lng co. t a. TIlereforl, w. atUmpUd to obtain 
datI from the Stete" Which could b, COllPU""'. W, .neount,red 
dlfflcultL,. In obtllnlng slIch d'tl end ,ventu.lly had to 
dev, l op e'tl ... tll to .,ke any "O.pariIOnl. Thl li.ltld c_· 
plrtlona "'" medl identlfhd 10". proble .. ar •••• Htlf . hou l d 
olalln th. nlcel.ar~ dIU. to .Ikl eOllparLlon. alOng the 
Stltl' Ind ula thl nlulte at the eo.parl.on, to 1 •• I.t 
Stet" In lowerlnq Id~lnlatrl~lve "alit I ~nd/or I'proving 
el~I~. procl.alng. 

Why COat cOllperl.on" 'iiI dlfficult 

HEW obtdnl very lIttla intor .. tion on tha COltl of oper· 
stlog 111115. In fact. ill:W dld not ""an kno .. how .ueh 'O"IY 
I t WI. lpendln" on 75 perclnt Ihl"in9 in IIMlS blc.u.1 oth.r 
M"dlcaLd adlllnlltrlt!VI COltl I r l 1110 rlll1bur.,bll It thl 
7S ~reent Ih"rin<J rIta. Tha Plr .. nant Subc_ltUI on I nvI.­
tl"ltlon. requeet.d UI to d.v.lop tunetlonfll "O"U !I tor 
the three Stltla rlvll","d Ind to ItteOlpt to "omparl the 
eOltl. 

l!Vunc:t1on,1 cOltl Irl tholl eo.tl rellUd to per for.lng .ueh 
IPletticll l y dltlnld tl._1 II dltl Int r y or ell i •• eor"lc­
tlon. 



In try1n9 to d.v.lop .nd eo.p.r. v.rtou. St.t. 
inror~.t10n .y.t •• eo.t •• nu~.rou. t.etor •• 1th.r hind.r.d 
or bh"d co.t coep.d,on. . So., tecto .. cannot b •• ll~tn.t.d 
bec.u •• th.y .re inh.r.nt 1n the n.tur. ot the ".dieald pro­
,r •• , th.t I •• Sut •• Ind.~nd.ntly d.v.lop. aperat ••• nd 
.ane.g. tlair proqn •• 10 tllen UI dlffer.ne •• I.ng the vul-
01,1. St.u "Idlclld proqr ••• • Otllu r.ctor •• how.v.r. c.n b. 
dlllln.tld or their ethete .tnl.l .. d by b.tur IItirf repottlng 
r.qu!ullllnt •• 1:10 •• t.etor ..... klno co.~ri.onl of SUtl Intor­
,.Uon 'y,ulI eost. dlUleu!t folio". 

01!hranees in ebi. d.flnitlon and .tati.tle. 

A. diseu ••• d in ell.pter 2. the th.ee St.t •• did nOt d.-
tin. a ·ehl. pcoe .... d· in till ....... y. In •• ny ea .... . 
• ln91o eldm for .. ean b. used to bill for lion th.n on ... rv-
ie • . lIiehi9'n eountl •• eh .ervie •••• e1.i • . lIo ... ver. 
W •• llington eount. all peld •• rvie •• on .ultllln.d cl.i •••• 
on. ehb. Ohio also eounte .uhllln.d cbl_ •• on. cl.I •• 
u,eept for drug elli •• .m.n •• ell Un. " eounted •• on. 
ehl.. Thu •• if the r.port.d nullbe r of cbl •• proe .... d .... 
u •• d to co.p.r. proe ••• Jng eoet • .,., elai •• the ••• ult . .. ould 
be el.I •• d1n, bee.u .. ItaUa .. hieh count each lin" u • e lai .. 
.. o ... ld .ho .. « 10".' co.t .,.r elat. tll.n tho •• tllat eount • 
• ultllin.d elate a. on. elate proe •••• d . 

Anothu hetor .1I1ell .theta the eoepuatllllty o f elal. 
eount. 1s tll.t tha nuebar of linas on cl«1. f or •• varl •• «lOnq 
Stlu., 'or ,u'ph. 01110" phy.1elan eld. for. ean b. Ulld 
to bill for up to IS difhrent pcoe.dure., ", •• hlnqton' , for 
7, and II lcll19an" for t. 

In addition. the .h .eonq vuloua typa. ot e laie. ploe­
•••• d by State. affeet. the eo.t ~. e1.1.. Thl • • " .ult. 
beeau •• h t.~ •• "".a tJ_ .nd/o. r •• o ... ree. to proe,," e l. I •• 
tOt on. typa of .e.vlce--tor •••• pl •• phy.lelan •• rvice.--tllin 
it do •• to proe ... another type of ehl ... --tor . ... pla. dr '.q •• 
Tllua. a Stat. wIth proportionately core dru9 elll • • to plly.l­
elan elal • • than anoth.r Stat. wGUld appear to have a 10"" 
.ve"v. eo.t .,.. elal. proc .... d it no adj ... . t_n t .. aa .ad. 
for the .t. of clei ••. 

To develop a ·eo. t-~.-elal •• • • eO'p.r.ble vol ..... tlq ... r. 
h n.ad.d for each Stata. Since thl ... aa not .v.llabl., " a 
tried to .. ~. « eo.t eO'lj>;Ici.on by .dj .... t1ng the State.' 
repo r ted e1al ... tatl.tlee . lIo .. ev.r, beea ..... no eo""n ba.'. 
e.l.ted. the vol ... _ U9 .... a' u.ad In our c«leulatlon. a •• 
Innaet, Tot«l voh ... utht1ea ... " ", .. d 1rI eO'Ij>;I.I.oner 



howeVlr, dIHlrlne:,. bet .... n the It. of 0:1,1 •• o~ the •• ,v­
Ice~ cOve rid by thl Stet •• bein9 cOMplred "1'1 not conlld ••• d 
bee." •• data on COIU by typ. Of chi. W.I not Iv,n,bh. 

Plcull.,ltll. In Stlt •• ' oVI'III 0:1.1 •• proc •••• n9 
procldurl' can .'10 UIUlt In diffuencel b.t ..... n thl nullber 
of chil fou,. '1"llved, the n"lblr proc •••• d ... nd th, n""" 
p..Jid. ror IKI,!II. IUchl'l1n pay. 'W,olli .. Uly 7~ I4(Clnt of 
.11 "Id ••• u~ nld, .. hlh Ohio pay. ne.rty \I~ pe.,.nt. Tilt. 
[elulla prlurlly bec.u .. , 1l IIlchl!,n IdeMiti •• In .,tc., on 
• ddll , It ".".lIy 'Iturnl the el ... to the provIder. Ohio. 
on the other hind. 1I1 .. I11y uti' to con l ct .. o: laill It'.lt 
,.the' tllln Iiturnln'l it to t:,1 provld." In both Itet •• , 
if I dd. b [IUcnad to I u<ovidu. It 'I cOiIn ted II • 
cl,l. proc •••• d Ind, If ,nd ~ben tbe plovide r letulne tbe COl­
tected cl.l_ .I'ld It 11 proc .... d, It 1. ,,,,In counted •• , 
clde ploc •••• d. HO~.V.l •• Inci .. Ichl".n "tu , n. lII.ny _0,. 
cl.im. th.n Ohio ... ichi'l.n ha •• any lIIore ·clal • • proc •••• d· 
t(l p.y for the .... nuabel of .ervlc •• th.n OhiO doe •• Thu., 
u.ln9 the nu .. u at clal •• ploc .... d utb" th.n tile nll~l 
of cl .I •• p.ld .. ould dlltOlt .ny COlIparj"on ., 1 tb.l. t~o 
St.tll' ell'., .ctivity, 

Wllh1n'lton" cl,I •• Itltlatlc' ~er. Inld.qulte tOl Our 
co.p ... tlve Inllyl11 Ind. In our opinion, Inldeqult. to .ffec­
tlv,ly 'Inl,,' Ita Iledlce1d PH''1''' ' lI.c.u." W,.h.n'lton 
co .. lnql,. non-MedlClld end ... diclld ell I •• ~ / for p.OCe.elnq 
and .,portln'l purpo •••• It do.a not tno~ the-nullber Dr nOD­
Medlc.ld claim' c.port.d In It. cl.I,. volu., et.ti.tlc • • 
Wa.bin!ton Clnnot d,r,reln, If volu .. varl.tlon. are c.u.,d 
by M.d c.ld at non- .. edic.ld conditione. WI.blngton'. Inlbll­
ity to provide .n accu .. te count of tb, nulOber of non-lIldlcatd 
ellt •• pcoc .... d forc.d u. to arbtturlly reduce ita toUI 
•• port.d cl.la lIolulN b! 10 puc.nt (tb. SUte'. b.n .,tl •• t. 
of the nun-~,dlcald cia III \/olullle). 

Tbl. probl, •• 1.0 coepllc.u. Iccountln9 fOI tbe nQI'I­
M.dl c. ld cl.I.1 ploce •• ln" co.t, which Il. not r,l~ur'lbl. 
by tne red"II GoII.rn.lnt, W.nhln'lton IlIocl"e IU toul 
clal., prOC"elnq COlt ba.ed On the totll l.aunt paid for 
Medlclld Ind non-lIldlclid "rvic .. , A pnferlble COlt IUOCI­
tlon .ethod .. auld b. tbe nuaber of cl.I •• ploc •••• d. Accurate 
ela •• COunt. would bett •• Indlclte .yete. ICt!lIlty, tbul 

YNon-Medlc.id chille "e thO .. for •• dlcd eery Ice. paid 
for leclplent' ot 9.nerll lael.t.nce whIch II I IOO-peIC.nt 
SUU fundld pro'l".' Mo rede"l .h"ln9 II ay.Ulbl. for 
co.t. r.lated t o tbo.e cl.I •• , 

" 



providing. 
tlv. co.t. 
be I bett" 
co.t •• 

.or. e •• llatlc b •• l. 
WIW ottlcl.l •• g, •• d 
.tlti.tlc upon vhich 

for dl.telbutlng .dainl.tra­
thlt chi •• proc .... d vou ld 
to .11oc.n cill •• proc ... lng 

Sinc. th.r. i. cur r.ntly no .t.nd.rd1 ... d Intor •• tion 
.y.t •• , Mv.lop_nt cOin c.n vlty fro. vlry lIttll if • SUU 
IOd!li ••• n '1"tin9 .y.t •• to ._It th. pacull.cltl •• of ita 
"..:llclid progua to .. v.nl IIIlUon doll'rI It II SUt. dnll­
OP' I n.v c0a!9uhenliv. MIS. Al.o, d.v.loPMnt COlt. e.n b. 
Inclu!lld In UI. cn"". par cili. peo<,; .... d on th.d pric. 
conte.ct. e.thlr th.n 'Ut.d •• pu.t.ly . Sinc. dev.lop ... nt 
COIU in the It.t •• "vl ... 1d ... " chlt".d .. tn.y occurr.d. 
nthlC th.n .lIOet1 .. d ov" •• y.t •• •• eapact.d Ufa, th.y ." 
not. ,.fhct.d In thl co.t of op.nelng the av.u. . Iltonlop­
.. nt COlt. c.n be "gnlllc.nt .nd tn.y ahould b. con.ld.,.d 
In • puc I •• co.t cOlpadlon. Th. ubi. balo .. aho ... our 
.Ilb.u of tn. athct ot .lOething the .y.t •• '. d,valop •• nt 
co.t toe Mlchlg.n, Ohio, .nd ..... hln'lton. 

lut. 

Mlchlg.n 
Onlo 
Wuhlngton 

Iltov.lop!.nt Coat foe BYl t •• 

Report.d COIl 
lallUonaJ 

u.~ 
LO 
0. 0 

ethel of d.vdop .. nt 
coat 'lO[li".tlon tnot. 4J 

$ . 031 PI' chit 
.Oll pac c lli. 
. 000 pee Cilia (nou b) 

!I .... d on conatlnt cllil vo.u ... nd • S-y .... y.t •• 1i . 1 and 
.dju.t.d foe dithuncil In tn ..... Unitlon or • cll1l. 

~MO 'pacifiC cnlCg .... , a.d. by the contnctor toe 'Y'u" 
df'valoplllnt, cOin of dlvIlop ... n t ,.y hlv, b •• n Includ. d 
by the contr.ctor .a part ot Itl fl.ed ch.rg . p.r cl.l. 
proc .... d. 

Lon,-t.ra contract •• rr.ct co!p!cllon 

W •• h1nqlon h ••• [.Iatlv.ly fl •• d co.t , lonq-tlt. con­
tr.ct vith Il.ctron l c Ott. SYlt.a. r.d.r.l Corpor.tlon, ~hlch 
cov.r •• S-y •• e partod . Blnc. Inflation viii undoubtedly 
occur ov.e thll paclod, the conttacto r ', prlc. ahould baco ... 
IOC •• dva"e.g,oul ov.( tl .. , cOlpar.d to th. I,,-hou,. co.ta 
wblch Innu.lly r.fl.ct Inllation. 



Uperatlonal dLtter e nces 

Tho " ystelu' level of aophlstlcatloo affectl! operating 
casto, If<.>< "umpl", Mlchlqao hae a" online ~Iient Intor.,atlon 
systell which Lnstantly checks a recipient's eLiqlblllty. 1'he 
online fiLe allow .. on-the - BPOt eligibility updat~s, thereby 
lIelplnq to aaaure that the clai,,,, procesnlnq cycle u"ea 
current eLlqiblllty Infonutlon . Neither ,;a sh in'ltoo nOr 
Ohio ha" such a "y .. tell end . ths<efo<e, e ac h i ncurq leBa 
C06t In ~ upportLng the ellqibllity "ubsy" te l'\. Uo~' ever, 

Hichlqan'. higher chima proceuin';1 costa IUY be IIIJre then 
oflset by "avinq" In program costs ao~/or othor ~~mlni"t,atlve 
co~t • • 

we attempted to develop costs tor each type of fu"ctlon-­
data entry, computer time, claim. corrections, etC.--6U that 
comparisons of ths co .. ponant p"rte at "IIl5 costs could be .. "LIe 
to detumln" why dlfference8 exist amOIl\! th e Status. HO\o'ov,"r, 
the States' claims proca.alng unlta were not aillays organized 
(on a functlonsl basla and the taeka of organizational units 
oft~n covered more than one f"nctlonal .... ,a . Ohlo'a and 
~a.hington'e aCCOUnting 8yatema were not de8L9n~d to provide 
functional co~ t data. While IIichilJan did have detaii"d [unc­
tlonal c"st data, It liaS often difficult to IIqUilt~ Michiqan' a 
coat Llata l11th the data available in OhIo and W;'lBhlngton. 
Decauae of theBe dlfficulliea, we WHe unable to co,'pa • • 
Mlchigdn with the other two ShtllS and It wa. neeeasary 
to allocat~ Uhlo'. dnd Wallhlngton' a co&ta alloo<l the varloua 
functional cost ateall. l'hHetore. our coet pa r cl~i .. flgUl illl 
fur the two Stales ara only " ball park"" e.ti .. at~ •• 

"'n eUI.ple a! why COlt alLocations we'e neceeea,y <elil as 
to WaShington's claims etatf . i'iashinllton charll"s C" l lS [or 
claim" correction, claim8 contrOl, and provider re l atlono to 
the oa .... cost centu. In fact, for part 01 the puiod covered 
by the r eview, th ... e ( ' '''ctlona wer .. charged to an ev"n la,go< 
cost cente'. 'to deveLop ;,n eetl ated cost for the provide, 
relatione fUnction, we had to allocat. a put at ths averall 
"08t center ' Ii co.te to th •• function . The allocaUon wa u 
based On the unit personnel of ticer's cla •• iUcatlon at the 
unit 'a employe" • • 

1'he followlnq tabLe glvea our estimatos at the coate pe, 
claim for three functional areal Cor Ohio and W"ah\ngton. 

" 



C I~"U cOn tr o l .nd 
co ",,,<,tloll 

P,,,~ld,, , ,elar I., na 
Data entry and 

co"r'ne, cOl t 

rot~ I 

2hl2 
~a. IOl 

,020 

.:...ill 

Waan Ing ton 

50 , 151 

.UH 

a / , 480 

4jl'Olese fu nctlonl .... POl rformed undar contract "lth IW5f 
.- l u r ~ fl " 'd tee o f $O,~a per ciaim , 

Th .. dat a In tha labl" above .ho". thlt Wllh.ln9ton'. "al ta 
'''' th"e" f unction . .. a dgnl flClntly nlQhar than Ohio '. 
~ou ~ . "'dlhlnqto n ', nl <;lh a r COlt for cl • .II. "ontrol .nd "0.-
, .. ~tlun "u o,obl b ly I ttri butabla t oJ undaru •• at Lta Intor.a­
tlcn ' yU"II. Prio r t o Ju ly an, ., .. h l n9ton lUtIually "ha"kad 
cl ~I'1 f o . cOlOp l hnci "I th S tate Mldle lld po11cy Inltald ot 
~v .. p"te , 111 nq lha rlv 11", Also, w •• n 11'1<;1 ton requ Ired pr lor 
.""UIO ' h .. tlon by t na Suta "<;laney for •• ny •• rvl" •• , If 
1"1,, , a"t norl2atl on .. a. not obt .. ln.d, th. "him "IS revl .... d 
... nuftll~ nefo •• pay ... nt, Ov.'all, n . ... I~ h.lf of all ell.\lIl 
~ ul"' ltt"d und.r .... nt lama for ll at 'Ilan"al ,av la .. bato.a plymant 
.. ",1 the CO~ t8 of the'. m.nu .. J .evla", .... ,. Ineluded In the 
e l~;m . eor •• e li on funetlon, 

"' .. ah lnql un '. eont.lc t prlee for dlt •• ntry and eo.putar 
COUI JI lo r. th .. n Iwle ••• hl<;1h I. Ohio', eo.t for peeroraln" 
tt,l . function In-hou.I, TIIII .. 1111 • '!u,.U o n al>out thl 
' ... . on.blen •• ' c f t hl Cgn tr.et prlc •• Th. "Ontrl"~ prlc. at 
'U .4B pe r e l,l _ Inc ludal 1:06", OVlrh,"d ~Olt. Ind I protit 
r.ctn,_ whe r ul Oh i o '. ~o. t of $0.14 da.. not lneludl .11 
(I~erl'e .. " ~o.t. -' , .. ny p rot it faeto •• AIIO, tha work p.'-
lo, .. ed unde r thl (unctlonl l el .. ... nt. II not Identical, Navlt ­
the l elll , II Hlllllblilty ot Ohio', <:on. In4 othu Sttt .. ' eo.u 
,,,,,,ld h . ~e a .a(aUd W"hln~ton I n na<;lotllUno It I contta"t 
(lnt! Hl W In revl . "ln" the p roposed eont'lot lor approv .. I , 

Ohio ', COl t t a l d.t. Intty .... 1 Cln t. per clal, Whi c h 
II ,.lal \vely h l <;lh eo,pl!ed to Mlc h l",'n" co.t of Ipprod­
•• • • Iy 4 elnt l pe r e ili. for dlta .nt I Y •• d)u. t.d to •• k. thl 
e lal. dl finltl o n th. '1_ , 50_ dlt. Intry .. thod. l.plOYld 

" 



by Ohio lI.re _uch _ r . cOIUy thllln othere, .1 IhOOfn i n th. 
follolling tlllbl •• 

Ohio" Datil tntry COlt Per CIIIII_ 
14 .-onthl ,ndld Much H. 1977j 

Sourc, 

Prov ld.r, 
fI.<ll cdd 

a'leney 

lied ICii Id 
aganey 

Contractor X 
Contractor Y 
onlo', litate 

Co_puttr tepe 
Outlc.l character 

r.eoqnltlon 
(.e.nner) 

Co_puter dllk 

COllput.r 
Coeput.r 
Coeputer 

tap. 
tape 

",. 
Oau Center 

Welght.d av.raj. 
COlt per el. III 

42.1 
31l.~ 

11 .1 .. , 
'-' 

.2..:..! 
.1 IlO . 2. 

A",>lo xl_te 
COlt per chilli 

$0.000 
, 06~ 

.13) 

• I 4 9 
• 156 
.117 

$1l . 1l10 

Thl, datI ,hOIlI ,uch high-colt Ile_nt, ot U.a data Input 
function a, tha IIadledd ''l.ney'l l) eantl to .nter elal., 
uainq th. co.-puter dll' ... thod. AIIO, dlllt. entry contra"t 
cost. Ippear to b. high cOllp,r.d to tha Stltl'l In-houl. 
"Oltl lor the .... c2;iU .ntry _ethod . Th, BUte IIl1d tha 
hlqh- "OSt cOllputer dl,. _thod be"IU" It u,.d thil entry 
IIIl t hod in It I Aid lo r •• III.III with Da~.nd.nt Chlldr.n progr •• 
and h.d tlma av.(I.bla On thele data .ntry IIIlchlnal. 

II{ CH ICAN 'S CLAlfiS PROC tBS{NC COST 

"lehlqan had p rovided the Per_.n.nt Subcomllittle On 
Inv.etlq.tlonl with Inlor.atlon on lt1 "01" to proca.s a 
cl li.. 'thl, I nlorl.tion Ihow.d thet M{"h .glln 'l "Oltl lie' a 
luch lOll" thlln a.v ••• 1 other Btat.a IIhl ch cont r.cted for 
claim' proceaelnq •• cvlcel . The Subco...,ltt •• alk.d UI to 
vlrlfy Michiqan'a data .nd dlterllnl if Hlchlqan" cost per 
clale could v.ltdly bl ua,d to CO_PIII.I oth • • Stata,' cOlte. 

"I.;hlglln prepare. In .nnuIII eltl .. IU or thl "Idicdd 
"Iai .. , peoceeelnq COlt by tun"tion. Ourinq the rev I .... Bt.te 
offielllil d.urdned, (oe the nut tl .. . the actud "olt 
by l unctlon fo. tnl pe elod July 1'7~ th.oullh Sept •• bee 1916 . 
The "(,oct pro~ldld • detailed coat b rea~out fo r .. ny IId_ln"­
L r~t1v. [uncUona. to "hick the lIIe"ucacy of the .ctulI COlt 
det .. provid,d by Hlchlglln, wa tracld the coat llqllrl' to the 



.. _""nditur .... d" by vllrlo ... COllt Cllnte . . .. hi"" " O,e \JDU J 
to <l1I .. dop th" ~unctLonll COllt fLqu,,, •. 11\,,~nd l. II cont .. in~ 
/I table showlnq "Ichl,,~n'. Medicaid cllll .... coot by {~nctL on.' 

IIlchl911" "'.11 th. onl y Stat. r.~l.".d wlIL.:n .~count .d 10. 
It ... 'renditllnll on .. function" b .. h . The dol l u ! :~Yr~8 
"'" ,.pre.,lIlt.ttv" of th. , •• 1 COlt . Ho ... v,,<. I'lehlg .. ,,' . "" H 
pllr "llh, Included In IIPPllndlx 11 CiUlnot b" dl u ctly co",pa.,," 
to Oh10'. or w,,"I11119ton'. ~c.u •• It" clllia de finition d lf fef ft 
flO" othU Statel. In IIpplndh 11 In IIdjuU IIe . t wu ... de f or 
clatll deUn ltion <lllt.",n" •• by Ihowing th " COll t P'" I n v Dl u . 
Whll " not ••• ctly "ompIII'ilbl., Mlchlqan'. PII ' dill ,' coot o' 
$0 . 5U lUll footnot. 9, app. II, tor functions included I I. 
, ••• onllbly co.~uble to Ohlo'l Ind lIIuhlnqton' l pe: 0: 14 1. 
cOin o~ $0 , J6 and '0.86. rl.pectlvl1y, toc the c l.l.u co ,, ~ 
trol .nd correction, provld.r celatlonl, Ind dati entry and 
Compyt.r COlt functlQnal ac •••. 

Mlch19ln'l functional ca.t brl,kdown not only Inc l ,,, ... 
MIlIS-rltatld COlt. byt .110 m.ny othec Mldlcald ad~lnl . t , . t lv ~ 
COltl. How,vlr, not ,11 adnlinilttltlve COlts are Included 
(for • ••• pl •• ellq!bllity d.ter.ln.tlon couts ar l not In ~ 
cludldl, 11'1<1 tI.e COlt breakdown dOli not dlcectly r ,. lot l toe 
lunctlonal COlta to thl rldlr.l I hulnq r. t l fo r 'hat fun c ­
tion, 6allcally, Michlqan uae9 Itl coat accountlnq syete ", 
lor inurnll .anaql .. nt purpoaee rather th.n lor c1aimlnq 
"ldlrl1 raillbural .. nt tor I"-iniattitivi purpo; ... . 

WI b.llive HKW nelde dltail.d data to adequately monit o r 
and control 'Ylte"a COin. If HEW requlead Stallle to PI OVl<J" 
It.ndudhld dlt.Uld O::Olt Infor •• tlon, It could the n co .. " ., ,, 
Statl coetl IItd h,vI a _Chan 11. for rl t lonal l y d i ve I'll' I n" 
priorltill in ite manlql.lnt rlvi.w Itfort • • 

"1 di.cualed In .. hapter 1, HEW need. to InalYle the <' uat 
eftlctlv.n ... of sUtl Mldlc.id leI.tnt . tutlon . To do .0, 
HEW would nl.d to h.vI st.nda rdl. "d coat I!r".kdowna . In ou r 
opinion, till. could be accollplish"d without tequldnq I unl­
lac. coat .ccountlng IYltlll, 

flec4u.e of til •• coreLty of d.t. fr oe otne r S tates an d 
b.o::.uI. of dlff.rlnc •• in the d.flnltlonl of COlt centet s 
.nd c1.1 •• volu ...... lmonll at"tea, w. do not bel lev. that, 
at th" ti .. , Stltl' cln be c"'""I,ed "Itll ooe ano the r f or 
co.t dllctlv.nl •• pucpa •••. Sinci 01,. "" . un. o le to dir e ct Iv 
COIlP"1 IIlchlqan'l d.tl "Ith othlr :itllt"a, 01" arl not I" ~ 
po.Hlon to I.Y wh.th"r Mlchl'l5n'. costa would orovide ~ 
'load Iundard fat othl' Stilt ... 

" 
- I 



L 

~ ()N(LU ~ I{)N S 
-------~-

L"c ~ "I .. cle. r definition of the kind of Infor •• tlon 
~ya ' e.a · cost. to r whi ch 3t .. t •• can ~la lm 15 percent aherlnq 
h.", c .. " ~ ,,rl contusion among hath ~t:rI and State pe[.onnel end 
~~5 nft " l'arad Ut: oi 's abll Lty to efte~tlvely -anito( .nd con tr ol 
L·o.,a . 1 " ~ . ,,L ae , ttt:w cannoll. e ffectively -ani to, or conteol 
~ ~rl ,c . ,d ad~lni" r.tlv. ea~ndltu( •• beclu.e of 11.l tat ionl 
,n ,''f t-'eportlnq 'l<Iullem.nt., 

lI t:w doe. not .l<IuLu S tete. to develop D. uport the coa t 
of Iy.,e.s o pe .atlona in det.il. Without detailed co.t 
repo rllnq, tiEl'! cannot adequately COllpa . e COlte bet .. een Sutee, 
,'u 'th$r , cOltly Or In$fticlent ed ll l nl.ultivi proc.dune are 
Otlll"U,.<l In the c" • • ent .ethod of coet r.po[tinq, .nd the 
,,·a~"naJ> Lene e. at .. ueh proced'H'" 9011 unq" •• tlonecl. In feet, 
5tnu oft .. " c .. nnot tdentlfy .u~h p[oble,.. .[.e. th.,..I.lv •• 
t,ec~u.e they do not accumulute the dltll n.e.e.llry to do eo. 

tnp ab •• nce of •• levant coet dete ll.itl HEW'I ebllity 
to "ulOpar e eKpendlt"ree GIIOn9 Iltet •• , 8.c.II •• St.t.1 .r. not 
"''1" l, ed ~o deVelop .nd provld. d. t aill ot their ope[atinq 
'·09t , the ir a""ountln'l . yat ...... e not .Llley. r.fln.d end 
r .. hvftnt Lun c tlone' co.t ".t. II oft.n no t re.<llIy evell.bl •• 

Ut~ r equires Ita "edlcere chi .. proce .. lnq .g.ntl to 
r~ ;J" r ( (hldr "05 tB on ft functional bllh .nd HEW ule. thll 
<Jau to compa.a the co.t . o f thll e'l.nll.. . ... b.U.v. e .1.lIat 
uyueJa Ie ne(." •• a~<y for " edlc.id chi •• pcoC ••• ln9 .y.t •••• 

I: ve n If d t~r:ft. ne <aqulrad to .. eet p.aorllene. Itand.rdl 
d" 3u~'JeDt ed In chapler J, there n •• d. to be .a.. r.l.tlonahlp 
b" ',, ... n reas oneblen, •• and .lIo .. ebillty of •• pen<lltu[.1 in 
....... "n'l ~5t~bll.n ' .. J Itlndard •. HOllever, colt d.te ptel.ntly 
~ v.ll~~le doee nOt pLn~lde In adequ.te b.lt. tor .,t .. bllehing 
, ~ ~ ft" "db I "n& ' •. 
!!.!~l_~M~"_D"'TlUld \ '0 THE SEClIlTA/lY! HEW 

w ~ ,,,command that tha S.cretary. HEW, <Ilrect the "'daln­
'~lI~'cr , "ealtn Ce .. I'ln.ncin<j Ad.lnl.tr.tlon. to, 

--Clearly c1efln. the klndl of Infor •• tlon .y.te •• rOlt. 
'h~t H~W will rellllhur.e .t the 15-pe<cent aherlnq 
Le ve L. 

·-l.Ievelop .nd t a ple_nt e functional co.t r.portlng 
. y " t e~ 10. ~ .dlcald cl.,m. Peoc ••• lnq. 11.lle[ to 
lnd' In uu l OI lI.dlce.e. to hcHitet. co.t co.p.rl-
10" • • • onq the Stete •• 



CHAPTEJ 4 

TN! I"ICTIVINESS vI ON~ 

SU8SYSTEM NUDS JMI'IWVEII!H't 

T~. Surveill.nc •• nd Utllls.tlon R.vi •• IS/UR) ,ubey.t •• 
• nd the "anl~,,"ent .nd Adld'll.tutlv" R.porting (lIAR) IUD.y. -
t .... e in •• ~ul pacta of In lUllS. If thev work pcopuly, 
tFl .... t.o lubey.tell are wh.lt .. k. In lUllS lup.r lor to 1"" 
• ~ood clallll' proce .. lng aYltllll. ttlelt ultill,.te objen y" 
I. bprov.d II.diclid .. nag ... nt th,ou~h cOlputer ll1d d.t. 
COn.OUd.tlon, orqanilition, .nd report pnpaCltlon . Th. SlUR 
.ub'V.t ... hll tllO b •• le: pu'po"'" II) provld. intor .... tlon 
to ...... the l "v.l .nd qullity of can provld.d .nd I ~I 
provld. Info •• ltlon which nVIIII ... d hcll1t.lel the Inve.ll­
gation ot III.peet.d In.tanc," of fnod Or abu •• by lI"dlc.ld 
PCO<;l"O partlclpanta. In it. pnlent lut. of dav.loplllllnl. 
the S/U .. au bayat •• doe. nelthe, .fhctl".ly . 

Tha MAR .ub.Ylt.m Ihould provld" luch n.c .... acy Inroc ... -
tlonll nport. a. lI""ndltun analy"". to .ho ... the financi.l 
.nd op,cltlond .tltUI of lh. prog'l. to the vaciou. IIve !.s 
of prog"l11 .an.9 .... "nt . G.nerillv. Stlt. offlchh ...... u"in~ 
Ji&A1t "porte in the .. nner int.nd.d Ind wace .. tlltlld ... Ith 
the r.luit. they •• r" obtllnlng. 

111<;:1 .. " th ... tllO lub.V'U •• Ihould b. h"lplng Shtel 
""1'1' the lI.d '.c.id pro(lu., thl S , 'bco- Lltl ' a.k.d U. to 
" •• c~lb. ho ... Stat .. UI. lh. SlUR Ind II"R 8ub.Vet •• outputa 
Ind IIh. thee they .u ulld tllllly. Th. u"hw of the S/Ull 
IUb.ylt •• tOCUI"" on Identify In., probl l.1 rUher th.n on 
d.t"r.1 nln9 IIhieh Btatl hId tn. b •• t ' Ylte.. In tlet, nOn. 
ot the three SUt .... viewed could "Ulc tlvdy UII the d/UIl 
outPUll. 11&11 .Ult ukl I 80" l e tive l oll In helping .nd 
.ncouraglng 'tau. to i .. prov. thlir S/Ull lub.YIUo. and " •• 
thllr S/Ull Outpull. II~W ahould IllO contlnu. to IIplon .nd 
ani IV" lueh Ill.rnl.lv ... thlnhed hellth care r .vle. I Ylt •• 1 
u tholl bl1~ u .. d uperi ... nt.ll)' In .. verll Stlt.a. 

Th. SlUM IUb'Vata .. 18 not li n. tun." 10 that its o"tput 
II .elilbl. o r .. n"llibl •• /IIonl ot the th .. 1 St.t •• were rou­
tind)' UII"" III th l ""bIVlt.S's QU t puU. iliehl<lln "I' nOt 
IVln producln" all the "poct , cequir. d for IVlt ... Ippr oval. 
a.elu" t he benefltl currentlv tlein" .Jerlve d fro .. t h e SlUR 
IUo.V. t • • appl.' .. r,lnll, It "",.d. f".ther develop_nt .nd 
a thorou"h .valu.tlon bV tl~ '" to I '.u ce It" 10un..Jn ••• and 
.tt.eliv.n •••. 

" 



I II~ lias " "'1'1" O\ p.'; 1"01 ~ I .'" .,,·I , Ylly I I} ell"I , I} ) .. taus o 
of H,,,I 1cdld I,y 0, ,,, .. 101,. , ,, ., ,, ,, " '~ 'I" " ''' " I" ," ' ~ o n " . na nd , n,) 
.. . l ~ tln'l ut l l' ~~ll on r ~ YI ~ ~ .",,' " ",1, ,, 1 , ,,~ ,,,I , ~l\i " ," , , Cr u c lal 
t o tlli a ~ . p.n ~ h>n I D 1" """" ' '''1 ~".I "a''''1 p r o l 'I~ ~ ,, ' I" Q¥ l dn 
p , a "' t l" .. a nd '~~II'''"' 1 " ll l ' H 'I ,'" . T t, ,, :;; 1111 0"') . ... . , ... IHO-
Y id~. /to .. ,,., It ,,.,>l 8 .. r OI ,h' ~ ,. I 0 l' l nq dol' ,) II ~<" o ~" nr ~ f o , l'erfQ r ro inq 
ut ll iu t lon r .. vi .. ... . 

--D" " . l u p, <IVai ,, _ . .. '·"~I" " h .,.nu ~ " . .. 1tlo t l{"a l 1" 0 -
fi le o r h .. alth {" M " ,1 ... 1 Y~'Y dll" " , 111 .,,11 0 11 p"ua r" • 
.. . t a bl l ah e d tly 1', ,, ... 1,' ,· , "" I " ','1 1" " "1 l'~ tt , ,, l pa nt . In 
"4[loUII "H o",,,i ,. " ,] 1 "O , 'J ' ,'" ., ,,,ho, , u >! ·~ Ild. , t ile 
Hedl ca ld p , c' '' ~ '''' 

--1<" ... " .1, fo , ru r l l ' ~ ' I 'W~at. ' 4 ~ I I·JI" p" ~~n" ., 1 "'IH" 
"t tl 1 ~ .. 'l <Ir' ~nd 1"" ,""l u " " " ''' 'l lu n <>r ~.: t, ... 1 .. i 8 -
<>Il i l uti o ll o f t~ . "~d ", .. ld r·'''', <d,", to V ,' ~ I ndiY hlu~1 
p I .. . j ~ 11Mn t • • 

- -I' ,I) vl<l n inl " , m .. t l " " "' ''I ,'h "'I II l ~ v ~ ~ 1 ." ,d raC" l l lraU 
t h '" ' n~e.uqa tl on ,>I "ut.·,"I~1 , 'd l"L ' ~ '" , ~ .. ) .. v .. 1 <.o j 

"H~ 0' qu a ll, y <.0 1 ~ "" 'I,~ P ' ·'·"I<' ~.' ""d~, , ~ " ~ ~ 'il c . ld 
p I "") ,m" , 

- - " ,,"''' _ ' ' I lah ,It .. S"I,d ' "n ' I"~ ,"1,·,'1 I .... 8 ,,' _, . ... 1 a Ny. 
"lt tl ~ .. Inlltly," I ..... c l <>, " ' '''~ , I , · IU'I··,1 ,·f r" " ~ ," 1 
.. i ~ h ft "'",X". U," 1 ~ ""1 "f '1 ,,, , ~" ILL '/ ~ " I ' ' .. ~ l '~ CI '" 
manmq"tne n t "bl~ctl ·J ~II . 

The a / UII ~ " b. r ~ ' '''' · . "., ~ ,,' "11""." " '. " 1111' ,'<''',' II", , .. 4 
~ xcepIl"ll r"p <Ht l " ,! lllClI nl< I" '" II ,, · . " " L·/ .• \,·" I · I, ,,I II . ·~~ a , o1 i (-
r ~ c l n' l in t .. r~ .. l s - -month l y, "lJ d " ~ II ·I • • . , ; """ " , ,,,, d l l '/ - -'"" It., .. ou. CQ. I' U l ~ ' J ( ,H '''4_ ~ " I ,'h d ' P ,", •. " 'I \ I"·' ", I I " ~' I".J led. 
o f ph"." ur "" '>I . .. U n n . ~ II h .. ~ ~ . I .. " In<l , ,,,10 .. 1 v al li .-I a l.o 
n l " turJe ,. . j'" e ~ ~ II H ) n ',~ I" ~ nlil y "<', ' I'" JL d "" :" ' ",,,~, ~ 
( .. <ovld .. r ,. . ,,,, r U" ll'l e n l . ' "'"" 1''' ' '' '' 1 , .tl l·/ ~ I ~ .",,,·1"'1 , .... 
Hed ' c~ l d p <t''l ' '' '' ' M,,, •• ,·"p II UIl Ill o,·,·n,,"1 1",nl) ! l[,p 1~"jrl ( " O 
n U ~. " n><.l ~ po t .nt ", 1 "u " LlI .. ", ~ r u ' ,j,·toll~, '~~I'"" I "". 1I, . 
toUI univ .. , ~~ o f I.Il OY(' ! ~ ' ~ ~,,, ( " , ,' q, I"Il " ' " ",,, , ! ~ ,j1C." I 
p lo'1 r . .. . 

l'''e s ~ II ~ lln' IR II " A' I n~ 1l I,~ ... "" ~ I\·I ~ , · '''n '. e' l a ll ~ ' r .• 
", a j n , ' ty 0 1 I. IIOS ~ 100,' n( I I \ ~ " ,"~ .. 1 11<1 111 . , ," 1 I ,"." I,,, tt,e , {"Oll­
s ld .. , .ll"n . lit " , ~ I.,''''' I\ ' I u n"," ~u" ",~ " I,, · In "_ ""\ 'I~''' ''' 400 , 
I f "'err . ", @<l , <"0 " " <"1 1',,, H· " ""(' I ,,'I' la ' .. " . fi ll . " hoi. 



cycll conUnully upa,ts itsdr. aacau .. nport8 do not 
conclu81valv prov, .hu,a . eh, 5ttt •• u.t lnv.,tI9ato' til • 
• uspected .buer by .... dn1n9 (llai",s rel.t.d to the individual 
by peu uvhw and/or by condugUn9 fJdd tuditl til conglu­
slvely datar,lne I f .. I.utlll •• tlon .ctually h,pplned. 

Til. 5/1111 ,ub8y,ta ••• p.raus 'USpeCt'd pIO<;lr • • abu ... ,. 
(rOM otht! putlcipanu ba .. d on .. d ied activity paturn •. 
la01atln9 a .pacl fl g participant •• a potantial .bus., 
requiu. lama cather co .. "l.1t com"utac dac1l10n 1091c. "fh. 
Ulneral Sytta., 0.,19n clU8 two U.a. wh"t human lntarv.n­
tlon In th. 1091c is n.e-.... ry' ana 18 th. d.t.r.ln/ltlon of 
how partlclp.nt. an a .. 19n.d to peac 9rou,," tha ()[hl! I • 
•• tabllahlng 9(OuP nor.a . Dev.lopln" the .utl.Ucal Indlc.­
tors ... hich appaar in til. profU. capoct. (capon iU .. I Is 
.. lBo cr lt ie-d In IdantUyln\l .bu.".. lIeI_n ..... in d.nnlnq 
cap()rt It •••• "eu- 9rou" ••• nd 910UP nor .. s art ha .. parln9 
S/IIR'S affactivene.s. 

11Ia 8/1111 lubBysua lliould be' pr09" .. d to MOnitor tholf> 
actlvltl ..... hlch b.at Indlcat. 'bu •• or d,u, •• Ttla prop*r 
,election of these Indlc,tors (which '"pear In til. lubayat ... •• 
output .a ,a"ort It.m.l a •• ur •• that tlla .ltc.ptlon proca" l nl 
cycle analy ... the ba.t Ind ica tor. . SaDIe raport Item. u.ad n 
Ohio follow. 

h"pl .. of RePOrt It ... lI .. d by Ohio 

Dollar. p.ld 
Raclplant l .. ,ved 
Ortic. vhttl 
Olflc. ~i.ltl pe r rael"l.nt 
fnj~ctlona per attic. ~llit 
5u'91c11 'Irvlcl' randl[ed 
Ol.qnoltlc •• rvlcII rand.red 
~rl.c rlptlon .... [ Ittan 
lI'tio ot or .. crlptlon. par 

off in villt 
~. rlpeutl c nrocedura. 
~.thol nqV ploc.durea 
L,bor,torV aervlce. ord.red 

Recipient Indlcatora 

Ooll .. a paid 
lIuMbar ot dlUaunt d1&ono ... 
Oltear.nt phy.lclan •• aen 
ourarent opto .. trlat. la.n 
I'ulcrlptlonl by, 

tots I 
narcotic 
paycha tli[oplc 
'n, lqallc 

"rI.n.portl~lon .,,~ic'l 
~odl.trlc ."vlcel 

S t ata, u •• dUt.rln" nUOIIla r . of report It . .. . and, ,_ 
lallt In th. ce.e at 10 •• IIhl0 and "lchI9.n ~/II II ,epOrt • • I e .. 
al_ ller lt l •• bat ..... n the r eoart Jt ~ •• uled OCCu r. Since 



orl1o'. and Michlg.n'. SIUIl .u~y.t ....... ,. d.yeloped by th" 
II.e contractoc, th.lc ,.portl .... c. co.p.red, Th .. o::o"pltllon 
Ihow.d ate ... r"pOrt, It ....... '" t.h ..... , _.t .... re dltfu"nt. 
IIlrhlg"n had tar 110'" "'port Helll. than 01'"110 , "1'h" .. 
dIHu.nc.s .r" Illultr.t"d In ti •• following cGalp,llrllon of 
ph .... '")' .nd phYllci.n profile repoct., 

"rol III 
report 

Ph"r.acy 
"hyllciln 

Nu.w.r of 
r.port It".1 

t.h. UIM 

10 

" '" '" " " 
Stat •• Ita uncertain a. to ... hlt Indlc"t ... "bus. and/o, 

how ... n.,. indicators are need.d. This unc"rtalnty I. p,II'p,IItu· 
SUd bee.ue" tbe ey.u. h .. no c.pabllity to detullline which 
Indlo::aton do the belt jOb of IdenUlylng potenthl .b ..... n 
"ho It. tound to be .bu .. r" when inv •• tI,aud. '",I. a l uln, 
l!n_··ld.ntHylng ... hich Indlutota b .. t Identity .bu.er,,·· 
h •• I\Ot been dev"loped . 

P .. r gro ... p. 

Ko.og.n.o .... proyld. , "nd r.clpl.nt group i n g •• r. c on· 
.id",ad ""untl.l to proper .. caption proee .. I",. Japr oper 
cl ... Hlc.tlon .ftectl the lub.y.t",'. rell.bllity linc" " 
lllapl.ced "utlclpant "'Ill not b. ""eu,,,d .ga l n.t the .ppro· 
prlata pear group. "nIu., the pertlclpant c.n be lepro"uly 
Id.ntIBed, or tell to b. Id.ntiO.d, •• II pot.ntial sb ..... r. 

'or "urpo"". of •• c."tlon •• portlnq, provld., • • r. c14.· 
slrl.d .ccordln, to d.OIOqrapbic and Mdlc.1 cbulctuhtlc • . 
Tba peer grouplnq. Id.ntlty "pecltic .. ,vic." or s, ... of 
... dlc.1 •• pettill . tor .... ple, phYllcilns •• )' be divided 
Into gto ... "ln,1 .ucb •• alhrqy and du .. toloqy. udloloqy 
.nd r ... dhl tlon. urb.n Or ru r .l, .nd Indlvldu.1 or qroup prac· 
tice. bcl"l.ntl, on tb. othu hind, Itt "\I_tnted Into 
group. hlyinq lpecHI.d .g1 r.ng •• , •• 11 don" In 0tI1", or 
fuetllu .. g .. nt.d by ag •• nd "., •• In Mlch l g.n. 

"1'11. follo ... lng ubll .how. the .... lOber of S/UR provldu 
.... bcll .. Uic.Uon. by •• rvlc. c.t.gorl •• cov.r.d for Mlchlg.n 
.nd 01110, 

" 



Provider Servici Catl90rle ~ 

Michigan 

Inpatient ho,pical 
(ullde&: 100 bed" ov.r 
'00 bed., t .. chillq 
hOlpital, etc.) 

Itll'ap.m'lant lab' X-cay 
Clinic. 
I'r.lcrlbad dell'll 
M.dlcd i l.lPPu" 
Opto .. tr Ic IIrvlc., 
I'hy,lclan I. rvlc., 
Spe.ch th.npy 
Homa haalth ,ervlcee 
Podiatric ler~lc'l 
~bl.llanc •• eevlce, 
Chiropractic "rvlc., 

Tot.l 

• 
" • , 
" , , , , , 
'" ~ 

""'" , 

, 
'" • 
'" , 
" 

"I .~ldant In the lIb.I • • Ohio 'nd Michlqan dal5lfy 
provid.r, dift.r.ntly. "leo, Stlt., contlnllolllly challql th~.g 
chllttlc.tlon. in an 'tteapt to Incn ... the lIubily a t a,'a 
Ift.eth.n.... hit o;rO\lPLnj probl ... clln .nJ do advat ul y 
athct the 3/UR reportl!' val dlty, 

Ohio h .. o..n ,low to correct known S!UR dICleland ,s . 
ror nl.ph, Ohio lI.n Ipproat .. tely 100.000 Itld lelld 11iqlblee 
who an I",ppolld to ba cla .. ad accordinq t ~ a'll. :fat, ne<'Hly 
)00.000 Ohio IUqlblll Irl c.t.qod .. d In I "110 aqa" clil'. 
uthl' than in tMir appropriltl I'll cl ... 9roup, beCluse of 
errore In t he .U'libility .UbaYIU,', fUI. Ohio oUlchla 
a ckllowll"q. thlt tuh ulltl.ol"'ld probll" .k .... thl recipient 
dbtribution paturnl on SlUR profU ... 

SI,II.rly. Michl'lln otflcl.l •• c_nowl.dq. th.t provider 
c la .. ltlc.tionl billed on 8~<llalty, reqlon, ancl type p r "cri"" 
olten "rov. to b. Incorrect. "liqn1ticlnt III1IJ1bU or pro­
vJd.n whO 'ppal( II nc.ptlon. Oil uport. do ao becau .. they 
.n IIIllel ... ltl.d. Con .. qulnt ly, the State 'Ult redallily 
provlderl ba.ed on th.ir IUcllc.1 practlc. patterna . rOt 
.... 1'11. if ."Plrl.nc •• ho .. , thet • phyliciall ap.nd • .a.t 
of the ti .. puoticlolq .. die In. In .n eaerq.ncy roo •• til o r 
.h. 11 nch.lifled into til ..... rq.ncy rOO M cat.qory tro .. 
the .. dlcll .".cldty ILe,. Intullal ... dicille. 1I .... roI09Y. 
~dhtc1ce, etc . ) . Othu .. ill, the .. dJeal ptactlce pattern 
"UI notlcllbly cllffer traM till 'Plchlty peer qroup .1Id th. 
phy.iclen .IY ... 11 b. r.porte" .e an •• c.ption In .ach cycle. 

" 



tac~ classifica ti on ~(oup. Dec~u.a of v •• yln9 sctlyltl.l, 
n u d1ff~r" nt r~po¥t it'.1 functtonln9 '1 .~c.ption IndicI­
to'I. ftH' nulltler o f 'Iport I te •• tor uc~ lub<) r ollp w111 VI''1 
dep.nd jn~ on t~e COlplIKlt'l of p,ovid., I.,vicil 0' t~e det.11 
n,,~(led to perfo r l s ut L.flc tory Inilylli. Thul, th. int.,­
(t'I~llon"nlp o[ p." 'ltoup "nd repo. tit .... COI.I into plaYl 
th .. ", "n~ sc~ivl ll .. s Irl Icrelned if .hcllill.lflcation .... ~ur •• 

~ . c'Ption cont r ol 1II Iti 

" bu tc pUIII, of .. l cept ion ,,<oce .. l nq Is thlt If I pro­
YldU o. a <eclphn l I c, ivity devllte. hOI In accept.bt l 
Y.lu~ by ao, ,, t ~"n ION .... cltied Unql, the Individual I. 
l'''t.rH , dly d prO<j r .. , a INu •. II OWIYI., 'ettlnq the Icceptlbll 
r ~nqe-- "Ithcr I14nulIlly Or _"h .. nl"I11Y--lo that till rJ~ht 
n".fl • • of :>ot t' nLhl . bulerl h IdentHhd, II 1." th .. n In 
~u c' 5c l"nce. Con.e"~ln tly, th. ", ~gept\on control 11,ltl 
u."d cy tho SlUR lubly,t ... cln be unruU,tlc or bel, Utth 
relstlon .. hlp to t~ . 11I11~1 ., of the ludiclnl practlcld by 
M .d . ~.I~ P, Oy jdl r l . 

D~rlnl n~ what con.tllute .. -s J~nlflclnt dep.rture 110. 
nu" .... J _~lc:al p •• c tkl- n ......... ltllt.1 c., . ful "nlly.l. and 
'uH lA ar so.e (lilt lonlh i p to .... Uty . Ohio 9In."l1y lit' 
In~ 10fo(llll 1on SYl te . Nt the ell;eptlo n control li.lt It two 
.. tsndor d dcvlHlonl fr OI tM pe .. r Qroup ' . nO,. fOJ; ,.port 
It..,.s . Hict,Lq4n of ten tI .. , nurlllrlc H .. I~. rathl' thIn .. -
Iy,ng o n th" Infora .. tlon sYl te,.· .. lit U,.lts. Quite of tin 
ti,,,u ~(" Bo t arbltruily Ind continually IdlUltid in In 
/lU~npl to find th .. . ppropd.te Ibl~. W.lh "Qton utiU ... 
""til lII.thO~" f OE ut tln\! ita conteol Ii.ltl. R.\!ardll" of 
tn" ... tnod u 6ed t or lelUn~ the ihlt, no 8t.tl hI' .[[Ived 
u .. hil t It bell~vI' t o b. the corne t cont t o l 1I.,IU. 

S'I .. ctln~ t l\a proper .. ceptlon cont ro l lI.1t II l.por­
t~M Ii nce it .rr.c tl the nulbe r of partlciplnts identlflld 
• • poH.ntl aL .. nu l e ••. If SlUR' .. Output h to be a utill'IUon 
c~nt roi YBhlcle , I."h I,,,,pt ln~ prot III Ihould be InllY'ld. 
Ito .. ,ve r, the Yolu .... }f S/l''l . ,,, . ptJon profilll "urrentl y OVlf­
.. h .. I ... aV41 L~bl . ' l ~(t and, ... OJ eelult, .Iny profUl1 Ira 
nOt r"v\e .. "d. 

"n Indl~"tlon of the wo.~lo"d. ulultlnll froll 8/UR II 
"h.; .. " , Ln the t abl, bi l OW, Wh ich ~Ive, the nulbl r of .'ception, 
,oJ"nt i lied du r l n'l .In .lv. ,,,,,_ [epo.ttn~ ",clod by t he MlChl'illh 
dnd Ohio ' YB t "." 

" 



""" IIlch191n 

B/Ua UIUin, 

AVlre,e r;u:'ptlon. 

Provider. hcipllnu 

3,500 (quertlay) 
2,400 cqu"terly) 

8,000 C ••• I-.nnu.lly) 
n .... r produc.d 

lIIh.ethu Ule Icthity 11 utiUution control, ~taud Ind 
Ibu.I dltlction, or qUllity ot cac ......... nt, .uftlcllnt 
.uu h neleSld to h.., •• n Ippreciabll i.pAct on till ",.dlclld 
Pf09U ••• Opentl"9 .neS ,fflctiv,ly luworting thl S/Ult .ub~ 
'YIU. AleO J:lquh ... UchnlcAlly capAble It.U. 

'" b."c ."uaptlon o( the G.neral Sylt ••• De.lgn I. t he 
.. lstenCI of .n .lequ.uly luffed .nd Will-traineeS SlUR unit. 
Th. unit h ".u .. d to b. ot .ufUel.nt .h. to eSe.1 "Ith .11 
.. :lor c .... of .1.utJUut1on .nd po ........ cHcl1 Ind ldalnl.~ 
U.U ... lipertill to InUlll".ntly u •• the .ub.Ylt ••• The 
... opl. Input In ullnq the .u~y.u .. --thlt I., dly.lopln", 
effective p.c ... ter. to proeSuce the d •• lnd outPUt.-~hA. blln 
dhcuu.d In rd"tion to thl proble.e of IIItt1n9 nOt •• , deyel­
oping report lu •• , .nd cl ... lfylnq p.rtlclp.nu. Th .. other 
.t.Ulnq ,.plct 11 ho" S/Ult OUtput II u •• d. 

SlUR report. by th •••• lv •• neither pCOy. fraud or .bu .. 
nor do th.y praY. the .. I.t.nc. of d.tectl in the le .. ,l ot 
c.n or quellty of .u .. 1clI th.y prellnt d.t. th.t t ..... 11 
the po.slble .Ii.unc. of th.se dtu.tionl . Ther.fore, It 
I. I.portent th.t St.u. h .... I",qu.t, .nd qUill ned eUHI 
to both Intlrpr,t the luUltIcl1 d.u ".nerated on 5/UR 
reporu .nd to Iny"tlg.t. the 'I.ultin" lu.pecttd ptoyider' 
or recipient •• 

The .... U.bl. SlUR .taff .. "I.d • .,n" St.t ... Coapetl-
Ion' of .t.fUnq .1 ..... ''''n" Stat •• Ire uthe, ... nlnqlll' 
alncl Statea dlUu In the IIc.ptlon crlterl. ulld, the nu .. b.r 
of p'09rl' Illqlbl •• lAd proyld.tl , the nueblr of r epott. 
produc.d, .nd the ti .. lpent on Individual partlcip.nt Indy­
lie. 1I01l,y.r, In yie" of the nullber of .... f.g. qu.rt.rly 
IIC.ptiOne, It ie qUlltlon.ole "h.th" Iny of thl nvlewed 
It.tel' ,Ii.clnq .taft c.n .d.qu.t,ly h.ndl, thl lr " o rkl o.d . 
In f.ct, non. of the thre. St.t •• u .. d .u I/CIR r.portl 
prodac.d. 

" 



L 

Lltt l . UUI .. d. of r.porn 

"'e SlUR .Ub.y. t •• ·• ob1.ctl" ••• re _t by produc!nl) 
.tl tllnlcll data In the for. of reoort, .nd th.n ullng th." 
r'porta . Not productnl) reporn or not utiUltnl) the. alter 
p r oduc tion deC.au the intent ol the lubly.te .. , COlllllllcatlnl) 
the ceport IIroduct ,on Iituetion la th.lr cOlt/b.nellt "h.n 
vllwed tro .. the perlp.ctlve of the r.porc.' unpcoven r.lllbl1· 
Ity Ind tile lack of 'Uft to ethctlvaly analyu, and utllh. 
th.... Statu hllve uken varylnl) .ea .... r •• to dUll with thl . 
plirUcullir proble., but oft.n reporta all p roduced and UtUe 
Ule I ... d e of thl" 

The Cenerll Syltl.1 0.119n prllc rl bll frequenelll tor 
report I).nlutlon. ' Olt provldu lIPonl 'fI" to b. produc.d 
.anthll'··uclpt.nt report., 'Iuarurly, Provldl' and reclpl.nt 
dltalled [lportl au to be produc.d on an ·11 r.qul"d" bllll, 
Ide.lly, .11 of till above .hould bl producld (Dr l ach .. rvlcI 
cat"qory, Noni of tna three State. followld thll pr .. nlb.d 
frequancy and dolnQ 10 would probab l y .. tv. no ","tul PUCPOII 
roOlol D.Cluee thl IIt1Ua do not hay. aufflcllnt Itaff to u,. 
all tha <eporu cu rrently produCld and b.Clu" of t .... ",ua'· 
t loneble usefuln'I' of '0" ot the rlporte. 

'!chI9In produced provider repotte qUlrterly. alllc.lly, 
only the phl', lcl.n reportl Uncl"dl"9 podl. try .nd chiroprac­
tic .. rvleel) IoIerl ulld. althou",h rello r u eor "'1' tyPl of 
provider can bI nqu.'tld. HUrlinl) hO.11 .re not includld 
In SlUR ltatlltici bICIU .. thllr clal., Irl not proc .... d 
throuqh tha nor .. 11 clai"" procaaaln", '.YIU., 

"iclll",,,n hid nlvu produced th •. Intir. li t of raclphnt 
rapocta, tn fact. only tWO rec lplr nt chi' ~roupi wu a pro· 
ducad to Obtain IItw Ipprov"l of t he eyIU.. Ckl, oftlcl.l 
o.llevea that producln<;J the reclpllnt protlh. will pcolJ,bll' 
nlVlr III COlt effectl"e blceule ~hl r lclpl.nt "covula, 
,,111 neve ~ bI "rutet th.n the c'l5'IItlr COlt to prodllc. 
rlPO ~ U lind ,nllyn r .. "ltI. Thl c_PUUt COlt for produc ln<;J 
Mlcnl""n', SlUR ",I naral Ind .u .... 1' provldlr protile. w •• 
Uld,OOO for the I~ lonth, ended SapuMber 10. l\t16. 

In uhLo. ~11 SlUR rep.()(ta li't.d In thl Ge neral llyn ••• 
lIIai,n a", prlntldr howlvu. lome r apo tt l .r, not Ulld, rOt 
.... ple. the tra.tllnt Inllyall raport, d.,I",nad to , .. let 
In di.covetlnq OVl,"dHutlon by phYI!cl,nl .nd Inplti,nt 
hoa .. lula , II u .. d l ,tln,lvel y for hOlpiu l a bll' the at.ft 
.. da l iLtIe u., of It fat phy,lclan ,.vi . ... Offic:l,lI 
b, ll , ."d the d.U h c lud'd w •• not ... nin9tul tor th.t pur· po.,. 

" 



Ohio produc,. 1 .. _UI' protil •• quiltt ... ly lOr ,II p.o­
vide.1 boa uv'." .... no.,.Uy a_lud to phydc:hn <"poru. 
All other proy14u <;:ltlqoel,. are •• .,J . .. . d only "hen -COI­
pldnu, t1p., O[ dll\lltlonl require their III.. . 1'he b­
etplent So ... ,,! 'rotlle 1. produc:ed ••• I-.nnu.J ~y Ind. 
bee ..... tho".,ndl of •• eeptLona IP9IOI. On tI,. 1I1.lnll, the 
report" I.e Mldol "Md . Otlieiel1 belll"l the dolil. ,ICOY­
lit\' potlntlal dOllI nOt 1uetlly .,tlnd"l '.yl . .. . 

It t, Uthe, obvto ... thlt produein,;! tile .Iportl IIIOnthly 
would ••• VI no purpo •• bleau •• the Stetl. do not cunently ... , 
lMo 1 ••• hequlntly producld .eportl. Aho. p(oduc:ing reportl 
and thin not II.in9 U ... I, • ,hutlUutlon ot eo,"" .. t.,. 
"IOI,I.C •• and h •• no Konolie . Iurn. On tI •• Gthil< bend. 
hUu,. to produce the nportl ie inc:oneletent "It II the '1'1-
te.I' opl~ltlonll lnunt Ind "eultl In I Stlte'l eyete .. 
hlllnq to ... t ~Iqui" .. ntl fo[ o",,"tlon" e""rovil undu 
HI~ ~Iquletlonl Ind quldellnee. 

ilelllbUlty of SlUR diU be .. 

DIU u .. .i in u.. S/UII lub,eyn •• COIIel hOi tile elll.1 
p~oce.e1n'J lublYltl., '1'hl"to~e, thl dltl' e "lllbility 
dlplnd~, to 1 11'ge I.tent, on the "o'pute< .dlt' In the 
chi •• "~oe.lltn' lubly.te.. AI dilcu"ed I n eh."tu 2, 10le 
lerioul queltlonl on the ettecthenl" ot 'OIN cll1ll p rocel­
lin, .dltl I.I.t. ,1,110, ..... ec.l .dlt. Ire nOt uI.d ... hleh 
.. ouldl be ben.Uelll In acr .. ninq diU .. hleh II Input to 
thl S.'tllI 'ubly.t ••. 

rilid (lb,.t vetion' of th ... enne~ in .. hieh ... diell p<oe. ­
dure eode. Ite Identified .nd tren.crlbed to e ll I . lor .. 1 
during 1 .. parlu GAO (.vie .. of Ohio'l .. edlclld prQq.a. con­
ducted durlt\i 1917 ellt ,ddltlonel doubt o n the vilidity .nd 
reliability ot the diU upon .. htch the S/UII ,ubly.te. Ie 
be .. d. Dur!"'lI the .evil" Clf p<Clvldl' q<oupl in Ohio, ... 
Clbel ,' ved thlt b1111nq ellrke, .. hCl III' Clr IIII' nClt b<I rHdlc.Uy 
1[llnld, UI Clttln "epontlbl. to~ nliqnlnq p~o"edu[e and 
"'ln0.l1 Codl' on thl chi. lor. ho. Inlo<"lllon o n the 
"c pient" Mdl,," "hart, In IIny Inlunc." the billiny 
clark, hid Incou."tly ... Ighed " (Oe.du,,. Ind/or dlaqnoe I 
Codal Of ucle oth" ty"," of eodln9 .uou. '1'11<.11 "'ron .. d • 
.. hat III" vdid Mdleal t"atMIIU IppeU to b<I Ibu.ive """ ­
ti e.e. III thie "epeet, fe .. ediu o".tlt. III IIleh1q.n', o. 
Ohio', elI1 •• p,0~I.eiIl9 .ubllyet ... to identitv p~oe.du~. "od.1 
that contliet ... ith dleqllolll Cod.l, COhn,,,ly, .any , .. oe.­
dun, lIIIieh ar. <:OIIpl.uly vllid .ay IPP'" qUleHolllbl. I n 
StU. npo,U !HIelu.e ot Ineo.rlCt cod109 .,1\ the IlIv"ice. 

" 



'tllil - bid diu · 11 Included In till trl.t .. nt "nit VIII 
'''p''''u and pnyalchn Ind recipient protll. rlport. . SlnCI 
ti!U~ .. . c.pllon ,epor u ue blilid o n pelt IY, rlql' lind orten 
.tan.:lerd deviation" Ir ronlOUi d.tl uied In cilcula Un9 thl 
.'11"'''" • • nd Itend,ltd deviation atrlCtd th" (i\lurle "'hlch Irl 
u.,," In . ltlln9 tIl. pU ... tUI ( Of plrtlclpant •• ceptIOflI, 
"hU8 , errorl My t>fo ude In ca l culating .. "Iell p.ovlder. 
dhau ld '" . hould nOt .ppeu on thlt It.ception lilt. 

An S!UII objlctlve I . t o dltVltop data tu revea l .nd racll­
Ir~tl \ nvlnlgat ;nq pc;Itent\al detlCta In thl Ilv.l of CUI or 
qua lity of Iuvlce proYlded "ndlr the ""edl " ald pro'l'.'" 1"111 
lr"al .. ent .nalva i . ,.pcHt. p[odUCld bV the S!UII I UbI Vlt ... Ire 
Intendlld to hllp 5tatae a"co'"I'II.11 till" taak . rhe trl.t ... nt 
""alypll repolt o r qlnhll date to Iho'" IPICllle lervlc.1 .. n­
derld In rl.panle to .""dCic "h\lnOles. 

UnlO In, "lchIqln aa l d that t"l1 tr eat.lnt ,"po rt la not 
_ .ninqful ( or [ev LI .. 1n'l ponYllelan-,.,nd" , "d I .. vlce. blc.",e 
or daU proble.a . Lo .. p r lorltv h'l bean 9lv,n to coc' ,o;:tl n\l 
Ot .. orking with th' pilYIIcldn tr .. t .... nt nponl . In addition, 
IIlchi goll n found In oil Itudy lhat lO pa[cent or til e dia\lno .. , lub­
"Itt~d on Iupolltl,n l hoolpl taL cill .. ...... I"o;:o trlct . 1'1111, 
coupi lld .. l u , tile 11.ltld a~.II.bl ll t~ of acclptabl .. c rltlrla 
tor <kurainln" it I lpec lfle ',rv ici II .pproprlat., for 
tCl!atlD~nt at a giyen dh"n08i1, II'v"~ th l .. portl' nllabII­
Ity SUBl'e"t. rhe proble .. of poor dl l gllo l il coding ",.1 .110 
1', .,lIln t In Uhio. 

IIOnl o f til" ShU' .ro. verV ac tlye In ,dd",.lng the 
q",I 'tV of c na 1"uI . 60th "'l ch tqan and .... . hI09t.01l Indlc.ted 
lh.t " h II, t.1HI "OIIputU "noll L vall p r o v Idel dU., I p rof ••• 10nll 
Int ... pr.,t.tLon, b • • ,d o n InalYlln1 tile proyldu,' .edicil 
.. cord. , \1 the [e.l t,u . Ravil ", lnq _ dl ca l near"", , ,,c.pt 
In connecllon .. Lth ' u _pee t eO ,bu," CaiOla, I, not pr l'lntlv 
practi ca l In th .. opinion of Stlt, o ffLclal a . Ohio h .. 
Ol< lcud Ilt tlll 01 It . revlll'" e (to rl t o ..... a. dlter.lnll>Cj 
lhe ~. Ilty o f a ooo u luory Cltl. 

I<LtfkNA1' lv~s ','0 "f li t 9/0 <1. S~bSYS1"-" 

';h,l . "'111 ;; ' 'Iquir i ' <In S/U~ .ub. ysl .... f o r utllh.tlon 
re~ I "". flOt aiL 3 t HI . have op t ld t o I lIp l ._n t a . yU .... 
Ill '; , ,, ,,11'''1 no Olll y" • • • ll y acc l ptabll or pro VI" appro.ell 
to o tl I l~at1 on r .. , .... II~UtS . It.",",o.alnql v. Otn .. r appr olchl. 
H!" DC: I ~ . I ~, ~ ... o r O!" 'e l o<>ed . 



Hev JeClay h/IIB a "edlcald haud .. nd .buae detection "YR­
t.1II which it d.v.loped undu In IIf<l c o ... tuo:: t, It add r illel 
hlud det ... ctlon, but ......... I lnllllal data baae an" Ie 
In, .. pen,lvlt to Opeut" Oraqo ... la d.ve l opl nq a .. Ir I - S/UII 
ay.te .. which reduces opec.Ho .... 1 COlt Ind I I ""'n l/ln"<j.lb I6 . 
Utlh h .. ~hl Phy.lci .... A.,bulatory C .. re ev.lu.tlon iPIlCtiJ 
ey.t .... 

Th. PI'r.E pr09rll ..... conc.hld by UtI~·. orototVPl 
Prof.",lo"ll Bt.nd.rda R.vl.w Or<j.nluUa ... In l~ lJ , .. ACt: I . 
cOllprlllId of both a o::olllp~terl1!d IVltam lor Inltlll p roo::t9,lnq 
.nd .cn ..... I "q of .. dlcil O::ln I"tor.ltion Ind .. p.oh l~lon~1 
r.vllw colpa ... ent, Both .I ... ntl tocu. on In.alYllnq pllVl lcllin 
pr.o::tie. pltte,n. In t.rma of pee' e.peetatlona and co,"pua-
t I v. par forlllano:: •. 

pN:E r .vl.w c .... t.r. 0" the profession. I evaluation of 
the IIppropr fa tan.sa and neo::e."" tv Of a .. bll lator y c .. e, .. 
bill.d to lI.dlc.ld. 1'h. Bcc .. ninq 9uld.lIn.1I "I apoli ld luat 
prior to pay. ent--that la, Iftl! .1191b l llty I nd ben~(jl 
cov.ra9. hive bI.n dltl r.ln.d , PN:ti utillu. protlhs ot S .. n­
le.1 rec.lv.d by .. ch potlonl ond the practic e of .... eh pro­
vldu ov.r 0 p.rtod ot tlu. The prime v,hlcle fo r r evie w I~ 
til ... c.ptlonol C"$I- - Ioae ,,,pect of .n Individual pal len t '11 

c.c. wIIlch devl.t •• fro. pre •• tabll.hed acc.eni"<j p .. r ..... t" • • 
and which te reported out for revl ..... ru' Ic rutiny. 

T"e PACt: progr •• h •• altlbl tlhed ee. tal ... cr lie. 141 ror 
Iiny dllgno •• , nor ... 11y IIlIId I ... proYidlnq M dlo.:11 lOe rv\ ceD 
to " l dl O::lld recl .. i~ l1t " Ind II deal"ned to revl . w medical " •• " 
b.l.d .laolt ent l . , ly on th e Infor .. atlDn n«.,aUy r ~~o't .. d u n 
clal. for .lI . ror eo •• ple , if a .aclple ... t lIao dl. l><'te' Ind 
tllie dlaqnoale cod. I, properly lin.o u th" prl.uy !I1 MlII 
on the clal .. form, It would b .... p.eted that the . "clp l llnt 
... ol,lld ,ec.lva It lellt One u,lnllVll a pe. ye .. r, not /DO,. than 
two blood 'Uq,IIC anlllYIli. within a l~O-dIlY period, lind no IIoOr" 
thin four offiCI vl,lt .... Ithln a nO -d .. y p.ciod. Ho t .. "tin,! 
the ... critec1a would cau.., a dl .. betea dla9nollia clll ;" t o De 
recocoiad on lin .. c"ptiona Hit and to 0" •• nulIlIy n'vl " w"d. 

'1'he p...ce proq.a. offer . .. n .. lt ecn.the OIe .. na of 
qUlllty ot O::IIC" and a utilization o::ontrol lOech ... nh.". 
SlUR I, not aft'c tlvely dolnq .Ith.r , tnle and other 
pro .. che. n.ed t o be cone id.red by HEW. 

" 

.... "' 1"9 
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Difterent reporta and/or for .. t. 

Mane of the three Stat •• are provioln9 the enet reporte 
d •• edbed 1n the General Sy.tells D.119n. "' •• hin9ton'. reports 
often do not reaellble the for •• t th.t HEW h.d duerib.d. In 
•• ny in"t.neea, .... hhlgton produeea .everal reportl to obt.in 
the .... d.ta th.t • "'n9h r.port could .eeollp11"h. 

Ohio'. lIAR report torut. IDOlt elo .. ly r ... -.bled tho .. 
pr •• ertb.d by the .y.t ••• d •• lgn. HO .... v.t, "B of Septe~ar 
It71, Ohio " •• Ptoduein9 only II nporte and uBin9 20. DUr­
ing the pne.ding two quarten, on. report ... ". delet.d, two 
were eollbined into one, .nd at lea.t ttve diftarent reporu 
h.d their 'for.at. upand.d to include "dditJond dat.. 'beal 
d.t. 1n .. vetal nporU doea not a9ree ... ith the "etual lIadie­
dd di.bUts ... nU by t/le State. 

\f .. hington'. r.port u .. n generally hlt the MAR ,eporU 
provided d.t. not genat.lly available frOIll oUler .oureea. 
They notuUy lI.ed the data "ithout verlfyin9 it. accuracy 
and baU.v.d the report.' avaU.bUity aaved eleri.::a l effort. 
Many uer •• t.ted they would be unwUlin9 to do dtllout the 
datil now avaUabl. In lIAR nportl. 

lIiehigln nport u •• ra wac. le.s .::onf!dent about report 
.eeura.::y but telt til. r.porta .... re u •• ful. Ohio report uaen 
wee. ""uU ... critical of the «,poru' accuracy, eapeeillUy 
tbeal data. 1'wo Ohio offleiall b.li.v.d that 110 ... MAR 
report. n •• ded to be nvi •• d or dieeontlnued. II. indicated 
pnviollllly, 10 .. ell.nge. were bein9 .ade, 

Other lIAR I .. u •• 

MAR, •• olltlin.d 1n the IIYllt ••• dea19n, doea not ade­
\lUlltaly add,e.a ho" well the .Yl te. i. perforlling, Par 
.... ph, neith., Michigan nor Ohio e.n d.t.rmln. til. doll a[ 

•• ving. nlllltlng fro. II .peeiUe BYStell'B cheek \.dit). Nor 
eOlild any of tha thrl. Statea ./10" /lOll .any dill •• tile St.te 
"toreed through" tha .yna. to obtain pay •• nt at rej.eud 
clat •• by bypa •• tn9 ch.ek. noraally IIled in proc ••• lng cIa 1111. 
or the dollee value of forced clalaB--.lt/loligh dev.loping 
danat d.t ..... Inetllded in IIB"'a General SYIU.II oea1gn. 
Il1elli9.n, at our ,equ •• t, .... abl .. to prodlle .. Bue/l a repoet. 
So that a IIOta reaU.tle perfor •• nee .ppralaal i. avail.bl. 
toe II .. by 11.1101 end State &anagen , lIAR eOll1d b. 1II0dtfhd 
to provide IIdditlonal .. lIIl1r •• of perfoelllanee . Por elllilple, 



if tile ... vlnga attributable to e .. cll edit v.re produced I 
oftici .. l. could b.tt.~ ..... u~. the co.t .ft.etlv.nesa of 
indivldud edlU and .. b.tbn o~ not they Ibould b. reuln.d 
In the Iyn.m. 

CONCLU8IONS 

Th"ontically, th" 81UR lubay.tI. could .. v •• any pro'lr •• 
dolhI., 1I0~V.I. It II .. not .... cll.d a nIbble "orking I.v.l 
.. nd ita beneUtI app"U _r91n.1. SlUR n"dl to b. lurth •• 
d.vdop.d and andy •• d to a .. u~ .. that Itl "Wto .. ch Ie aound 
and .ffective . 

RECOMMENDI'IUI)N8 TO THI 8ICRBTA.Il't, HBlrI 

W. r.comm.nd tll .. t the S.c~.tary. HEW. dlnct til. Admlnil ­
tr .. tor . H.alth CI~. ,lnanclng Admini.tr .. tlon. tOI 

--Und.,rtlka .. d.Mnatutlon PIOjlct to d.tu.ln. vh.th., 
thl SlUR aubey.u. c .. n be lu,tbu d.veloped .. nd ,.tin.d 
10 that it 11 _, •• tt.cti .... 

--Continue 41v.lopln'l end .,valuarl"" 8lt.rn&tiva utll1u­
tlon revl ... Iy.t ••••• uclI I. Utlh·. PACE progu •• 

.. 



CHAPTBR 5 

INCOMPA'rIIlILITY Of' "'BOICARB AND MBDICAIO 

IN,ORMATION SYSTEMS 

The Meill"alil data ba .. h oft.n lnco.patlble "It II til • 
... chanlaed pay .. nt aylt ••• u .. d by M.dleu . c.n1ete. 'rllb 
h l ndara ti • • ly and acc.",at. _ell.n1l.d •• clla n9. 01 p.r-"' 
I nr o r .... t l on for thO •• peteon. coveted by bOtb tbe Med cu. 
Ind lI a d l<:ald proqu •• , Tht. In<:o.patlbll1ty I. <:ontrary to 
H. dl c .. ld Infor ... tion .y.U. leqithtton "htc h 'r.c:tUcaUY 
<aqul< ... yn • •• to be <:o.p.tlble for prOtip t d 'lIlbtllty ... eri­
f lc Ulo n and <:ro •• o .... , <:1.1 • •. 

!lEW ahould , On . Interllll b .. h, ... I.t St.t •• In ... 01 ... -
Inq " onfllets with lI.dl"e'. eleb. p.y .. nl .g.nt. con".rnlng 
tha ax c hanqe at pay .. nt Infoc •• tlon. Th' Inng-ter •• 0lutlon 
I I .. I .. adoptlnq ullifon Id.ntiflc.tion nullbec. for dlglble. 
a nd pro ... lders snd . tal'ldu d cod lnq .r't ••• for prOc.du, •• , 
dhq n >:> ••• , d, uqe, .nd .. die. 1 .u",,1 ,.. 111M .bould .1.0 
. nro . ce p.o'J'.' •• q"loot10n. which req r tr •• y.t ....... condl-
r lo n II I . ppro .... l, to be "oap. tlble "Ith tho., u .. d tn .d.init­
urln9 M. dlcu., .pp[o .... d .y.t •••• 1I0uld utili .... ch.nl •• d 
• • ch anqe ot pay • • nt dlt •• 

p..o~I)INAT I ON P/l08LI'IIS 

Hedl ~s[e h th. p.ilLl[y pr09rl. w!tll "hlch M.dlcald IIIU.t 
1>. eoo .dluted. '0' penon. "ith both M.dlc.n and M.dl cll d 
cover aqe, h •• lth <:a,. p,o ... ld. , •• hould flr.t bill R,dic"i .a 
til. pr I.a [y In .urar .nd nqu •• t p.Y .. flt of .ny .uppla .. ntal 
Hadlcald llabl ! lty hoe the Redlcaid .g.ney, Genu.Uy, 10' 
cac lpl .. ntl co .... r.d by both progn •• , M.die. td pay' Uri .. clp­
I.n t ·a aolltllly lI. dlc.u pr •• lu.a .nd •• aU". Uabl Hty for 
d.duc tlble and coln.u ranc •• .ount., o,dlnarlly the R.d l csc. 
benefi c iary' , r.lponllbility. 

To p<ovlde tlllllly Ind accuute .ltch.ng. or lnror.atlon 
be tween the two progc ... , •• ction 235 of Public L." U-60l 
r . qulr . d State.' ..... t ••• to be cOllp.tlbl. "Ith .y.t ••• u .. <1 
I n ed. ini.t.rln9 M.dlca,., partlcuJ.rly f o r p.o.pt '11'lIibllity 
vat Hl c .tiall and .. ehan9. 01 pey .. nt <lat. 10' peuon. co ...... d 
by bO th prog[.... Nh'. G.nual By.t ••• 01.191'1 u<:O_nd. 
tll ' t a <:"'-........ [I •• d !Il. be q.nuaUd by tb. IOIadlcu. <:url., 
to IIrv' ~ u t he .. thod 01 •• chanqln'll p.y .. nt Inlor.aUon 
bet .... n bOtn pugn... Th. tU. would contain d.ductlbla. 
and colnlunnc •• -.oun t . pay.ble by lI.dlcald, •• ".11 .. otllu 
Id.ntltylnq d.ta, and .. ould .. EV •• 1 I dluct Input into til • .. 



SUU'I infor •• Uon .y.u.. II_v"" bIoCIUI. ot dUtannc •• 
in lh. dltl b .... of lb. two PICHi" •• (that h. diU.unt 
proeldur. cod •• , o:Illqno,'" cod,., Ind proy141' Ind 11191b11 
identification nu.bet.l. dat" •• chlng. bet" •• n thl ptO" ... 
h •• bioI" hindl,ad . 

M1cbi,ln do •• not u .... chlnt •• d intar .. tion l.eh,n,1 
bet .... " the ItlcHeu •• J'I.d 1I".Hed" pr~r.... .l1chl9ln 5110-
~'d." ... U bill all kllOwn third pnU •• ("-dh:uI 't onll 
befoee .u~lttin, .. btll to th" •• "icd" prOOJ' •• ' Only dtu 
tba provider ,"cliv .... Medlcl'a p.y.ent d.t.~in.t'on 
Ihould "ldl"lld be bilil" for coinluranci Ind ""duetlbl. 
llIOunta. Thh .. thod torc •• providul to f1h .. pantl 
el,l .. with •• eh pr09U. Ind Itldicdd clnnot vuUy. "Ithollt 
It ,"0,,1"", audit, wh.t ".,Henl Ictu.lly patd beCIU .. lIadieln 
p.yin, Iqent. do not t.ll th. St.t • • 

OhIo dl13 not "ce1n lI.dlcu. p.y_nt Infor •• Uon throu9h 
•• ch.nl,,13 •• ch.n9' coapunr Upe' until S.pt .... , un. orb. 
lI..:lieu. curi.n Hnt th. suu 1I.13loel13 '9.ney the hud copy 
of the , .. dle.n bplenulon of l.n.Ut. dtu ... dle.n petd 
lu ttlu.. Ohl0 .nt.,.d th. deU thu,,19h tb40 .. nu.1 .ntry 
proc •••• t con.l13.(.bl •• apen ••• nd In .n lnco.pl.t ... nn.r 
(for ••• mpl., 131'9no.l. cod •• w.r •• ll.1n.t.d). 

M •• hln9ton ' . conlr.ctor (&D8,j ,.c.iv •• .a.t 011.1 •• 
(n.arly 'S perc.nt) vi •• ~_PUt" l.I'" fro. lIedlcar. eurl.u. 
1'hll t.pe i •• nt".d .nd proe .... d throu9h • co.putet".d eOll­
v.rlion pro!J(I' IIhlch conv.rU lIedie.n co61n9' to tho •• u •• d 
by W .. hin!Jton. The conv.rud Up. h th.n proc •• "~ ••• 
nor.el chl •• tip. throuyh IIDSr', 'Yltea. &Oar hid .n13 con­
tinue' to h.v •• 0 .. dttt eultl •• In the conv.nton proctle.- ­
.a.lly bee.u .. the lliO .y.t ••• leek eOllpe(loie proced ... n 
cod •• , HOII.ve., the .. ch.niled chl. e.ch.n9' red ... c •• tb. 
n.c ... ity of IIInuelly .nt •• 1n9 cht ••• nd conv.rtiny <h. 
M.dicer. c041n9 to tho ...... 13 by lI.dlelid. Develop n9 • 
conv.r.lon pr09r •• can be co.pUe.t.d bee ..... Sut •• h.v. 
lev.nl lIedie.r. peyl.., '9.nt. oft.n ... 1119 dlftennt c1J41"9 
.ch..... I'or .... pl •• " .. htn9ton b •• thr .. "-<I1c.r. 'ert 8 
c.,rt •••• nd their proe.dur e cod •• quit. often dlrt"r ••• 
1l1 .. nnud on the fol1owln9 paq" • 

.. 

I 



•• [Vie. d.Unltion 

Li.ittd .. nie. 
•• t~lbh.d p!ti.nt 

Ilrid vbtt 
•• t&bl'.~ p!tl.nt 

alrl.f ""Ig. 
n.v patl.nt 

Ll.lt.d "lrll'le. 
n.v ".ti.nt 

Int.~l.t. "lrII'lc. 
new plU.nt 

'0040 

,oeoo 

'0010 

'OGU 

'OOS 
9620 

9004 

9001 

9000 

90Jt 

,en 

'Ol' 

'002 

'DOl 

9008 

0". 

'001 

..... hown, bulldln<j • COflv .... lon tablt i. pott1blt but not 

.l!pl., boWell"r, dolnt thl ••• nu.lly wh.n .nt.rln, el.i. d,t. 
a.n b. "p!nl1l1" .nd introdliC" I Qr •• ur po .. lblUty for 
'1r1r01r • 

• UIO, th.r. h .. btln • l..:k of coopelr.tion bttw •• n 
"lcb19.a .Ad til. ~IC'f' lnt.rt4dl.lrl ••• nd :.rlrl.f •• Inc. 
IUebl,.n tooll 011"11' tIM IItdlclld clII .. proc .. llnq tu""Uon 
tlra. '11i. CIrO •• /llu. Ihl.ld, which 1 •• "-dlc.r. c.rrl.r .'~ 
Int.~dl.ry. Ohio .1.0 h.d probl.m. In obt.lnlnq • u •• bl. 
~r--nt t.p! fro. th. ".dlc.II" P.rt • c.rrl.1I' (N.tlonwld. 
luulr •• c. Cc.p!ny). 

It.t •• th.t do not u •••• cll.nl •• d d.t ••• ch.n,. foil' du.l 
cov.r.,. gl.t •• Incur .441tlon.l .~lnl.tt.tlv. co.t .nd/or 
rld",C! tb"r .blUty to f",l1y vtlld.t. bUlln9 d.tI . 

.. .. U .. t.d lb.t Ohto 1""II,r.d .ddltlon" cont. at .lxxIt 
"'.000 tOIr th. 12-lOnth ptrlod .ndld Jllnt lO. un. to ... \!­"'! .nt.r dll.l cov.r.,. al.t... It. coaput.r t.p~ h.d ~.n 
'11" 1.bl., thi. d.t •• ntry vo.t ~\lld h.v. b •• n .!1mlnat.d 
.nd plrOYld.r. would probably h.II" bt.n paid qlllck.r. Ohlo 
h •• now d.v.loptd • aonv.r.lon pr09ra •• nd .lIb.t.ntl.1 •• vin, • 
• hould bt r •• lt.ld • 

.... • t.ttd "11'11.11', It!dlell' dol. not •• cb'nq. d.tI wi th 
"lellt,.n. proll'ld.r. bill the It.t. dlr.etly tor r.cov.ry of 
.ny n .. inl/l9 lI!dic.ld It.bUltl... Th1 ••• thO<l torc .. 

" 



provldeCi to fU. t .. o olel,,1 lduel COat for twO bills Ind 
.ntry) and pr.'.ntl ~r.lt.r frlud po,.lbl11tl.1 Bln~e Medl celd 
Cllnnot verify wllllt lIedlcllre hllll peld or .. ill PlY on tile c 1 .. 11I. 

COttCLUSI0II8 

Approved Infor • • tlon .y.te~ •• hould utill.1I .. me~hanl£ed 
", .. na of obulnln~ lI ,dlcare cro.lovar data. A IYlte matle 
.. ,thod 11 ""d,d to varlfy clallll' d,t, for dual l;:ovl",a9' 
Clclpl,ntl . 'urtherllO". cO!'lflll;:t. betwelln M,dlclre c llll •• 
pay .. nt agllnu lind 'In'illa SUU IIll1nci,a Invo lvln'l the eo­
cll.n9'l at pay .. nt elata CIIUIe prov darl and/or Stu.e. t o inc ur 
addltlon.1 •• pan .... 

R!COMMENDATIDNS TO ?K& 8!CR!TARr, U!W 

W. "co ... nd that the secret"\, HEW. di rect 
trator, U,alth Car, 'Inanl;: ing Adaln .tration, t o. 

- - DevelQ9 II unHor. 14enUt lcaUon nullbedng ,yate. for 
provld.rl and r.clplent. lind edept .tlndlrd coding 
'YIUIII' for .. edlc/ll proc.dun., dhlno.e. , d rug., and 
madicil e uppll •• for u •• by the lI.d c .. r. end lIedl "ald 
p,o~rll' •• 

--Provide li.al.on bat .... n Statee end lIedl""1 " lI r.I ... 
to ,.eolv. conflict . .. hlch p,eclude fre a a~chllnga 
of Ply_nt dllta. 

--Bnforca the ugulre,"nt tllllt Madicald and Medica" 
Inforlilation aVlU •• be cOMpatible • 

.. 



CIIA"!. , 

SCOPI or RBYllW 

... e c ond" .. t.d th revl." .t 118111 be.4q"utau, ..... II1n'lton. 
D, C,! UItW '. ra'l 1onel otUc .. In CII'c~o. IlUnoh, .nd aeuth. 
W .. h lngton ! ..,d tbe S tet. lIedlc.id I.,.ncl .. In Ohio. 111c h19.n , 
end we.hlngton , 

At til. S t.U lI. cltceid '9.nala., ... 1 nvll ... ld chi •• 
procele1n9 I y.ta ••• their co.t. and til. " .. ot 8/U I and IlAI 
raporu. In IIlch191n, ... aha eb,clltd tn. , cC\l r.c y ot Bt.U­
npor ted t unctione1 COIU tal plocal.1n9 lI.dlcll1d cl.1 •• , 

The •• '11 . ... et NBIII h .. dq"utan ..... Ualted to dat"alnln'l 
tfle proeedun. tor nvl.wing Inf"r.ltlo .. IYlt'''1 .nd d1leu.­
dng pro ble"l rah tad to ,plclUo Itat •• 'Iviall,d. 

Th . ... or~ .lao Includad I t.at at til. dill., proc.,eJn'l 
... bey. te .. In J(lchlgln Ind 01110. WI .. laetad fOl,lr I"volca 
typal to be proe .... d thrOllgll tb, pIYlllnt 'Yltaa, "'ntal. 
olltpathnt ho.pHd. phu .. cy . Ind ph\,lcl.n. ~ba .. f01i1 
Invoice typal ICCOlint for .pprolilllita Y ]0 plrc,nt of the 
total Medic. ld dolhu and 90 pat C,"t of toUl ell1,. V01UIII, 
w. preplr .d l nvolcel IIdng Stltl .. nllill Ind handboo~1 \lnI411. 
to .. ch Invo i e. type. "urtller. ICt\lal provld", end [lcl,,· 
lant . .. . ra IIled for pur-ring tillll ta.t lnvo le .. , "cll tilt 
Invoic . .... , ntand Into "th. St.t., 'I C_Pllt" PlYlllnt Iy'tl. 
'III optical .. h. rlc tl. rlC09nition .... hln ••• 

" 



ArftJlDIX I 

SUte 

Ark.na .. 
Cdl.forn1/l 
~o,qi. 

" ... «il 
Indian" 
LOllili.na 
"1I;:1I19.n 
"inneaot. 
Montan" 
N ... "".,,.hire 
MOl" Mllico 
North Carolin. 
Ohio 
Oktaha .. 
T •• ;!II 
Utlh 
IiII11hi n9ton 

A""INOn I 

STATtS WITH CIRTIrltD SYSTIJIS 

Uhcttv. 
dOlt. of "ppro,,"l 

J.nuuy 1916 ,., 
AII9 .... t un 
J.nuuy un 
J.nu.ry 1916 
July un 
.l.nuuy 1916 
July 1915 
lIIo ... .tI.u UH 
.lilly 1975 
Jun. 1913 
.lilly un 
October 1975 
J.nlluy 1973 

~Jlln. 1915 
Oetobec U15 
July 1976 

!lCdUornil hla " ... 1Id • cettitlcltlon '."ie" .nd 11 
.Uqibh to receiv. 75 perc.nt r.d.rel ahlring ~or 
opeuUond (IIndlnq I. loon •• it ... u th. 1.9d 
.. ndlU to ba\ll IIpllnltion of .. died benlUu to 
recipilntl. 

~'tlu.a h .... only the in-hO\lal portion of itl .y.t •• 
c.rtlfl.d . A contrlc;:tor--IDSr--hlndl •• p.rt af thl 
IIr .. lela on In inautin., uungl .. nt. 

" 



Mi'INDIlo. It 

A. ' •• 11 "'2<.11'"9 

I. Chi .. Olito' '",'cu 
".0" " _ .. C." .... 

ilQ"""o., 
' 011" .. 

!.opl.u .. 

'" 
• 

., 
• 

.Ill 

'I<vlc," " 
Co", .. dlt and .... 'U' ,'.q •• 
' ••••• 1' ••••••••• (o • • t •• , .. 

•• ,,'Qq n .... ,n' n.'PIt.,,) '" 
' .'" ...... 1I • • ,'It. U 
"lit ... " .. ... ( ... , ~"".. ...1.1 

nb .... ' , I , ill 

C. Cltl .. ' "1U'CI INlloo" 

boo.,I •• dl,o<"on 
A«ooo •• I", _".1 _ _ 
_ 10,0" •• 1"" 0_" .... , ... 

h ••• to' ," 
D. ~.h"."o" , ..... , Inol .J 

D'"''',,, ..... '"o~ .... , 
.... Iy ... 

. ...... , (0, 

l! 

II 

" 

to ... " •• 
~ 

,N' .. ""d, 

"" .,,' 

'" 
J,'1l 

'" 
. ...lli 

.l.t..!.U 

• .., , .. .. , 
'" -'" 

1Lll.! 

, .. 
'"" 

-ill 

'...ill 

,_ Ul. 

'-Ul 

APP!/WIX II 

' I<"'~ ' •. ' "A~ • , ••• " .0 ··o,". ,.,.J 
co .. "' r'oL "' <I ... ,.,&100 

, !!:'?Iol...!'.' , "..'!!.!....S: r 

, •• , j . " .! .. 

.U' , 1 . 10 1 

9011 i ' ·"· .H' ,, .... 
-'-'" -,.~H 

'->ill .. '" 
, .... " . .. " 

• ••• ."" 
... It .0" 
• 01. i ' . • , 0 

.....£J..! 1 : :..!(· 

' --<.!.U • .:.l. •• ~ 

, · '0' , . "oj 
• II. j •••• 

...r.!!! dO.' 

I -<.!!."~ • .~U 

'.~ 
, -,'i./..' 

' .... .u, , .","~I, 



"""IIiiDIlI. n A""11ID1lI. U 

"'chl ... ·• ~' . 
...... n.d ~.'a"Io'04 

IQo, •• Ion> 'N' po . coot .. , 
[uH,I .. '.""tlon elol. In.ole. 

'V·e !! •• .. plo .... !l2!! Ino,. PI ,., ... Sl 

10QU 
•• loUdl ., Add"'on.1 t l.\I!-.. IOl.d s on 

, ... p.lOn """ I~I • , 
'"' 

, .Ut ,/0 .001 
C •• ,",," ... dl. I_I ... ~,o"J '" .OO~ .00. 
...... <IIht ond ... If '''''I 

, " .001 .~n 
'011. , .nd Plo.nl •• ("""'1 Ino', " " , .. .u I ~ .on 
Utll l ... I •• , •• I.u - ~N. 

'.lIfNI " .n .Ult S/OU 
, ••••• dlo .~ , ...... unQ " , .. .~O. .0" 
•••• 1 .. 1011. •• ...lOu • " . .001 .Q04 
In ••• ,I ••• (on .nll ' ..... IM 
...... R<! .... pH.hl 

••• ut 0' I., 1 ••• o,lu.lo. 
, 

" .001 .on 
IIIPI'ol " ". .Oll lI·n • 

.... t"'l no ...... ""'"9 " '" . on . OU~ 

""" d"'IOPMM 
, '" .OOl .OU 

•• ,000d •• <; .1 ~ ... " • " on .on . OU 
.... - CH •• ' .11.lolllt, 

" " " I, III .00 ) II/.OI} 
." M' , '" . QO} 11/.011 
AD. _ II"" " ". .UUt II/.OU 
A"" _ ',"ral ,."",tlno --' ". ....w JI.9D~ 

S. ..... I ,,, ill '!ill! ,-"" '...lli 
ro.u - ,1., •• -o.I ••• d Co" 

" ... tI •• 1 • • M ••• ' " II'.ITU '-"" '.....!!! 

" 
u.'col ...... •• .... 1"" ...... ..,.1 •• " •• " 

, 
'" •• ~pr .d".h .... IO" 

100 " " ' " .. , 
e """I.d 'oLid'U 

,.,.In ,o .... lo. n '" • 
~ '<'~".T .M O"UII~ .. loR .. I. n) 
UU U .... R ... 1 .. ! oo'ohU 

OIoR.1 , '" " ... Iq •• "-9, .... R •• r _"t. 
<011C. . .. 

"-_0 ..... 1.0 P.O } .... , ... " ... 
•• t • ••• , ~ •• 'ol . ...1.1 

,.," . .. 1 '" '1..Jll • ....:.i1l • .....!l! 

" 



AfPUl)U 11 APPEIiOlX II 

,. 
r.,.1 ... , •• , .... 1,1,· 

""ho C ... , Cia ••• 
I ~_. '0" • "' ....... ~I 

''' .... 1 • • • ,.HU_ 
t.,. ...... 

-..... ,-
"" --"" ..... 1 

1!!.2!..I 

.. c.L ••• · • 
"PO'''' .oot PO' .1.,. 
, ...... II 

...... .. 
""vl,'*" 
.... tie' 

' •• 0«. 
I~I 

11.~O., 

1/ .... ".,." .... bO .... o . .... 01 <0'" el ,,_. I", 100 ... ' 1i ...... 1 .. ,,,< ..... 
', 1>11 .... , ... 'Ioul "U 1116 ' " UIO • • " ............ 1 ••• A" " ~" b ... 4 
"." ...... bit. 10, p •• • " .... 1 .... ... _ . , . ,,. ."" ... " .. 1 ..... 

!V ............ h< ,OOt d . L. II ....... r ........ 1'+11 d." .. fllul ~ • •• l~ ' ". 

V ....... n,"'.~11\1 , ............. ' '''' ..... ,."., 1'00., • • " 1010. 

!tI0'u., •• 0. ........ . 01 _.blt< ... ,,". 

V ...... , I .. , ••• 1 .... " ............ n 00 .. . ' .... 01 ~"" ,.I • •• •• ,,, •. 

1/ ...... . . 0. ......... 0' , .. .. , ''' '' ''' . 
Vro ... I .... " ....... , ...... '0 , ." ................ c." ,_. c"," _ •• 

• _p",nl, ••• 1tO •• ,v,II •• ,. , • .,., ........ ,h, ••• o •. 

1II1O •• ¥ . ...... , .. ,. 0 ..... 1 .. ,0, ... __ ,·. ,"" t, ... _ • • p.~" •. 

1106141:11 


