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OUTLAYS for Federal health pro-
grams are estimated to be $28 bil-
lion in fiscal year 1976, with the
costs for Medicare and Medicaid
reaching $22 billion (1). Concern
over these rising health care costs
and uneven quality and access to
health care has prompted the pass-
age of new legislation. Two recently
passed laws have special signifi-
cance for the nation's 50 million
Americans who are eligible for
Medicare, Medicaid, and Maternal
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and Child Health Care (titles
XVIII, XIX, and V) benefits.
Those who provide health care
and seek reimbursement from these
programs are also affected.

Section 249F, Professional Stand-
ards Review, of Public Law 92-
603 revised title 6 of the Social
Security Act. The National Health
Planning and Resources Develop-
ment Act of 1974, Public Law
93-641, created new titles 15 and
16 of the Public Health Act.
Both laws set up mechanisms to

help assure that public monies are
not used to pay for health care
that is unnecessary, of low quality,
or inappropriate. Several organiza-
tional entities were created to carry
out the intent of these laws, but
I will focus on the relationship

between only two of them-the
professional standards review orga-
nization (PSRO) and the health
systems agency (HSA).

Trying to define the linkage is
somewhat like making snowballs
out of clouds. Three years have
passed since passage of the PSRO
legislation and one year since
passage of the HSA legislation, yet
the structure is just emerging.
Areas for both agencies have been
designated and, while they are
similar in number (each about
200) they are not coterminous. As
of July 1, 1975, 105 contracts had
been signed between the Depart-
ment of Health, Education, and
Welfare and organizations apply-
ing to be PSROs. There are no
functioning HSAs.
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Yet the thrust of both agencies,
their client groups, and even some
of their functions are not com-
pletely dissimilar. There is an ad-
vantage in laying the groundwork
for a relationship now during the
current transition period before
organizational rigor mortis has set
inm Through a better understand-
ing of each other's programs, both
agencies could benefit from the
encounter; at the least, they could
lean when to stay out of the other's
way. While the lack of information
on operational HSA-PSRO rela-
tionships limits the defining of a
dicrete relationship, there is suffi-
dent evidence to compel further
study of how the two agencies can
work together.

A Primer In Alphabet Soup
Health planning was not born wvith
the passage of Public Law 93-641.
The long history of health plan-
ning extends through the health
and welfare planning councils and
other voluntary planning agencies,
hospital and health facility plan-
ning agencies and, most recently,
the comprehensive health planning
agencies, regional medical pro-
grams, and the Hill-Burton pro-
grm-
The unique feature of the HSA

is that it is intended to build upon
the best features of these and other
past planning programs. While the
HSA will not be the only planning
mchanism, it will be a major
vehicle at a community level for
bringing together consumers, pro-
viders, and government officials to
sove health care problems. Unlike
its predecessors, the HSA will have
an array of implementing tools
such as review and approval and
development authority. If the
appropriations to support them are
reasonably adequate, the HSA will
become a major actor in the health
care community.
The purpose of an HSA is to

improve the health of residents in
its area by increasing the accessi-
bility, acceptability, continuity, and
the quality of health services while
t the same time restraining in-

creases in the cost of health care
and preventing unnecessary dupli-
cation of health resources (2).

In carrying out its ambitious
mission, the HSA is expected to
collect and interpret health data,
develop and keep current a health
plan that spells out priorities
among stated goals and objectives,
and implement the plan by review-
ing health facility and service pro-
posals against the plan. The HSA
is expected to use its limited devel-
opment resources to stimulate
changes that are consistent with
its plans.
The basis for an HSA's actions

is enmbodied in its printed planning
documents. Annually, the HSA will
prepare a statenment of its mission
and direction, called a health svs-
tems plan (HSP). An annual
implemlentation plan (AIP) will
be prepared to show how the goals
of the HSP will be achieved.
Written recommendations will be
made at least every 5 years to the
State health planning and develop-
mlent agency on the "appropriate-
ness" of all institutional health
services offered in its area. And,
finally, the local HSA will annually
recommend to the State planning
agency medical facility changes
consistent with its AIP and HSP.

Mfuch more can be said about
the HSA-its legal structure, fund-
ing, and other issues. For the pur-
poses of this article, it is sufficient
to know that the agency's influence
rests mainly in its ability to encour-
age needed development and dis-
courage unnecessary development
with a planning document which
has been exposed to public scrutiny.
A PSRO is an organization com-

posed of physicians and other
health professionals that uses the
technique of peer review to help
assure that the medical services
paid for by Medicare, Medicaid,
and Mlaternal and Child Health
Care funds were medically neces-
sary, meet professionally recognized
standards, and are provided in the
most appropriate setting. Peer re-
view provides for a reexamination
of a physician by his equals-

Hdeakh Planning
equal in the sense they are physi-
cians practicing in the same geo-
graphic area and in the same
specialty (3).

The PSRO system is founded on
four basic premises (4):
1. Peer review is the most effective
means of assuring the public of ac-
countability for the health services pro-
vided under third-party financing pro-
grams;
2. Effective quality assurance requires
the establishment of a full-time system
of review encompassing all facets of the
health care delivery system;
3. Local community-based organizations
are required to operate effective systems
of peer review; and
4. Sponsorship of peer review orga-
nizations must be external to institu-
tions in order to maintain objectivity.

In carrying out their mission,
PSROs develop tools for measuring
physician performance, compare
actual performance with agreed
upon standards and criteria, and
stimulate corrective action such as
continuing education when prob-
lems are encountered.

A Search for Common Ground
A PSRO and an HSA differ in
several ways that should be under-
stood by anyone attempting to de-
velop a linkage. While both agen-
cies are community based, they re-
late primarily to different audi-
ences. PSROs are controlled by
physicians. HSAs are controlled by
a broad-based community board
required by law to have a consumer
majority. The PSRO provides a
link between the physician and
government and is most concerned
with the individual patient. The
HSA provides a link between
health institutions and government
and is most concerned with the
community.

Both agencies attempt to im-
prove health by controls over care
delivery, but their impact under
certain conditions could be counter-
productive. To researchers of the
health policy program in the Uni-
versity of California School of
Medicine (San Francisco), con-
flict appears inevitable between the
HSA's drive for efficient utilization
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of existing resources and the PSRO
initiatives to improve the quality
of care. In a preliminary statement
of issues for a study of PSRO-HSA
relationships that will be com-
pleted in January 1977, the study
team determined that, except in
a few situations such as clearly un-
necessary surgery, the objectives of
improving quality and controlling
costs will come into conflict (5).
Each agency will be trying to
accomplish both objectives and will
be evolving its priorities. Both ob-
jectives can be satisfied only when
overutilization leads to poor qual-
ity and also higher costs. Friction
may also develop over the point at
which cost cutting begins to lower
quality.
There is little evidence to sup-

port the notion that HSAs and
PSROs were developed in tandem
as part of an overall strategy; in
fact, there is evidence to show just
the opposite. Each program came
into being for different reasons,
and it is only perhaps in retro-
spect that they are being men-
tioned together in the same breath
as preliminary steps to national
health insurance.

In a conversation with me on
August 18, 1975, former U.S.
Senator Wallace F. Bennett, the
"father" of PSROs, clarified the
fact that when the PSRO legisla-
tion was being drafted, the existing
health planning agencies were not
considered. "The health planning
legislation was in another commit-
tee (Kennedy's) and after you've
been in Congress as long as I have,
you learn to respect the boundaries
of different committees."

In the HSA legislation, heavy
emphasis is placed on cost con-
tainment. Senator Bennett makes
it clear that this was not the major
intent of the PSRO legislation he
sponsored (6):

I challenge anyone to find anything
in the legislative history of PSRO in
which any intent is indicated, either
directly or indirectly, that appropriate
care in a proper setting should be by-
passed in any way in order to save
money . . . if in the final analysis the
total end result of PSRO efforts is to

save no money or not to moderate costs
at all, but to provide professional as-
surance that patients are getting the
right care in the right place at the right
time, I think the law will have achieved
its true goal.

This background is not intended
to discourage formation of a rela-
tionship between an HSA and a
PSRO, but to provide a basis for
setting realistic expectations of
what can be gained from a rela-
tionship. Because of the limited re-
sources available to both agencies,
concrete benefits will need to be
identified to justify even a modest
investment.

The Case for Unkage
The law mandates a relationship.
Public Law 93-641 specifies that
each HSA shall coordinate its ac-
tivities with each PSRO in its area
through data sharing, technical
assistance, and mutual agreements
to assure that actions taken by the
PSRO in altering the area's health
system are consistent with the plans
developed by the HSA (7). Public
Law 92-603, while not as specific
about a bond with the HSAs, en-
courages a PSRO to cooperate with
any public or private agency hav-
ing review or control functions (8).

Proposed regulations for the
health systems agencies, published
October 17, 1975, specify areas of
coordination for the PSROs and
HSAs (9):
(10) The agency shall seek to enter
into a written agreement with each
PSRO whose PSRO area is in whole or
in part in the agency's service area,
for the purpose of achieving coordina-
tion of their respective activities and
which shall contain at a minimum, the
following:

(i) Provision for development of a
common data base and exchange of
data, subject to the requirements of
section 1166 of the Social Security Act;

(ii) Provision for review and com-
ment of the PSRO on the HSP and
AIP, especially with respect to quality
of care, utilization of services and facil-
ities, and need for new resources;

(iii) Provision for technical assist-
ance to be made available by the agency
to the PSRO; and

(iv) Provision to assure that actions
taken by the PSRO which alter the
health system will be taken in a manner

which is consistent with the HSP a
the AIP in effect for the are. Whes
an agency has been unable to enter in
an agreement with a PSRO within e
months from the effective date of th
Designation Agreement, it shall submi
a statement to the Secretary indicatiu
the efforts that have been made to
cure such an agreement and the reasoz
why such an agreement has not be
entered into.

An HSA needs a PSRO more
than the reverse due to the typa
of information currently available.
PSROs currently review a skewed
sample-only 25 to 30 percent of
the population. PSRO data will
continue to have major limitations
until they cover more of the popu-
lation and expand to other levels
of care.
What may be major differences

between a PSRO and an HSA to
a person knowledgeable in the
health field is lost on the man in
the street. For him, the only thing
that matters is health care of rea-
sonable quality at a price he can
afford. This overriding goal pro-
vides an incentive for staff of both
agencies to search for linkage,
realizing that few may have been
preordained.

Exchange of information appears
to be the most promising area for
constructive interchange. Plannen
need current utilization data, in-
cluding data on the Medicaid-
Medicare population under ob-
servation by the PSRO. Planners
need to gauge the impact a PSRO
will have on the utilization of
health facilities in their area as
measured by such indicators as
number of admissions, length of
stay, and shifts in types and levels
of care being utilized. With such
information in hand, an HSA
would be in a better position to
forecast the need for hospital beds
and determine the need for pro-
gram services and their distribu-
tion in the community.
The Utah PSRO director, E,

David Buchanan, in a conversa-
tion with me on September 25,
1975, suggested that PSRO guide-
lines may be of value to the HSA
as it develops its strategy and re-
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views proposals. As an example,
guidelines for inpatient and out-
patient surgery could be used to
support judgments about outpatient
surgical facilities. The HSA will
be looking for input on the clinical
state of the art, and the PSRO
should provide it.
An HSA could be helpful to a

PSRO in developing and maintain-
ing baseline data for their area and
in providing technical assistance
for projects the PSRO determines
would improve quality of care.
With its broad base of community
involvement and participation, the
HSA represents a source of legiti-
macy and a base of support for un-
popular actions by the PSRO.
The HSA's review of institu-

tional health services for "appro-
priateness" needs to be further
clarified in rules and regulations,
but such reviews could be an area
where the two agencies may work
together to help insure that health
resources were being used to pro-
mote cost containnent and quality
assurance.
PSROs review four types of ac-

tivities-concurrent admission cer-
tification, continued stay review,
medical care evaluation studies,
and profile analysis (4a). By certi-
fying a patient's admission when it
occurs, a PSRO assures that it is
medically necessary and conse-
quently can be reimbursed with
Federal funds. Two general types
of criteria are used for determining
the necessity of admission: (a) cri-
teria specific to a particular prob-
lem, diagnosis, or procedure and
(b) criteria which specify the types
of services which should be pro-
vided at a hospital level of care.

Profile analysis is a form of retro-
spective review in which patient
care data are aggregated and ana-
lyzed to help the PSRO evaluate
its impact. The PSRO legislation
requires that the agencies develop
and periodically analyze institu-
tional, practitioner, and patient
profiles.
Continued stay review occurs

during a patient's hospitalization
and is used to determine the need

for further stay in the hospital and,
in some cases, the quality of care
being provided.

Medical care evaluation studies
are a form of review in which an
in-depth assessment is made of the
quality and administration of
health care services. They are de-
signed to assure that (a) health
care services are appropriate to the
patient's needs and are of appro-
priate quality and (b) the organi-
zation and administration of health
care support the timely provision of
quality care. The results of such
studies could identify needed
changes in the organization and
administration of health care de-
livery that merit consideration by
the HSA.
PSROs, in preparing institu-

tional criteria and profiles, could
be aided by HSAs, according to J.
Louis Schricker, Jr., MD, in a
conversation wvith me on Septem-

H-hh r
ber 29, 1975. Schricker's perspec-
tive is unique since he not only was
a founding member of the health
planning agency for the Salt Lake
City area (and its first president),
but he also is president of the Utah
Professional Review Organization
(UPRO). He cited the example of
an HSA assisting a PSRO by as-
sembling data on the patterns of
utilization and the levels of care
within its area. Another example
he mentioned was, in deternining
whether a critically burned patient
was in an appropriate institution,
the PSRO could rely partly on the
HSA's analysis of secondary and
tertiary care institutions.
Buchanan agreed in a conversa-

tion on October 1, 1975. "If people
are in the wrong level of care we
both (HSA and PSRO) ought to
know about it."
Former U.S. Congressman Wil-

liam Roy, MD, (Kansas) was a

HSA-PSRO Interface for exchange of information
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principal author of legislation
which preceded and formed the
basis for Public Law 93-641. In
H.R. 14409, Roy urged a stronger
relationship between PSROs and
health planning agencies than
emerged in the final law. Roy's
hope, as expressed in a conversa-
tion with me on October 1, 1975,
was that the PSROs conduct "out-
come assessments" and in other
ways determine the costs and bene-
fits of the health care being pro-
vided in their areas and share this
information with the health plan-
ning agency. As a hypothetical ex-
ample, if a PSRO found that hy-
pertension screening was needed to
assure a reasonable quality of care,
the agency could seek the HSA's
support in giving the procedure a
high priority in its implementation
plan. If the HSA governing board
agreed that it deserved a high pri-
ority, the board could use its review
authority to give preference to this
procedure in projects that the
board reviewed.
The interface for the exchange

of informnation between an HSA
and a PSRO might look like the
diagram on page 49. Before one ap-
plies the general model to a given
locality, considerable caution should
be used. Even in the exchange of
information with obvious compati-
bility, care should be taken to not
violate the trust put in both agen-
cies by those supplying the data.
Data relating to individual prac-
titioners or patients are kept in
strict confidence by the PSRO, and
these agencies have a general pol-
icy that no data can be disclosed
except to the extent it may be nec-
essary to carry out PSRO responsi-
bilities (10).
PSROs and the agencies that

will eventually make up the HSAs
are only a few of the factors influ-
encing the utilization of health
care. Without a better understand-
ing of how PSROs and HSAs im-
pact on health care, interpretation
of another agency's data should be
made with a full awareness of the
purpose for which it was originally
collected.

The exchange of information was
emphasized as a beginning point
for a mutually beneficial relation-
ship between HSA and PSRO be-
cause both agencies are required
to collect information; their areas
of concern, while not identical and
at times conflicting, still overlap;
and lastly because the fields of
health planning and quality assur-
ance are still emerging and can
benefit from careful analysis and
analytical tools. Data interchange
should not be viewed in isolation,
however, or as the sole basis for a
relationship. At least the following
elements could also be considered:

1. A written memorandum of
understanding should be adopted
by the respective governing boards.
The document should, at minimum,
spell out the scope of the relation-
ship, set a fixed term, and provide
for evaluation, revision, and re-
newal.

2. Cross-fertilization should be
provided in the agencies' bylaws
and administration policies. A
representative of the PSRO should
be a member of the HSA board
and vice versa. Staff should meet
regularly to share their current di-
rections and to get to know one
another's problems. Both levels-
staff and board-need to inter-
relate since their degrees of con-
tact and roles differ.

3. A few carefully chosen joint
projects should be implemented to
demonstrate mutually beneficial in-
teraction. Exchange of information,
documented as to types, sources,
and utility, might be one such
project.
A linkage between PSROs and

HSAs is inevitable. An attitude of
isolation simply does not fit with
the reality of increasing public
accountability and limited re-
sources. While a formalized rela-
tionship founded on realistic ex-
pectations of what can be achieved
by data interchange and other
joint activities may have a good
chance of succeeding, in the final
analysis it will be up to those at
the program level and people in

the community to make the linkage
viable and truly helpful. Perhaps
the sober comment of Anne Somers
which ends this paper should really
be the watchword for those
charged with developing a relation-
ship between an HSA and a PSRO
(II) :

For those of us who have lived through
the ebb and flow of Federal enthusiasm
for RMPS, CHPS, OEO Health Cen-
ters, HMO, and other acronymic nos-
trums, the current excitement over
PSRO also conjures up a sense of
deja vu. Although there is a logical
relation between PSROs and health care
planning and although some realign-
ment of power within the health care
establishment is inherent in the PSRO
concept . . ., restructuring the system
is not the primary objective. The more
grandiose the aims that any specific
PSRO sets for itself, the more likely it
is to run into serious trouble and the
less likely to accomplish the primary
objective.
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