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Bruce C. Viadeck, Administrator

Health Care Financing Administration
Department of Health and Human Services
Room 314-G, Hubert H. Humphrey Building
200 Independence Avenue, SW
Washington, DC 20201

Dear Mr. Vladeck:

We have just obtained, under the Freedom of Information Act, the latest data on
federal ‘“validation" surveys in hospitals accredited by the Joint Commission on
Accreditation of Healthcare Organizations (JCAHO). These data raise serious questions
about unsafe conditions and substandard care in hospitals used by millions of patients
each year.

In 1992 (the last publicly-available count) 34 percent of the JCAHO-accredited
hospitals in the representative "validation" sample failed to meet the minimum
quality standards set by Congress for participation in Medicare and Medicaid.
Extrapolated to approximately 5,300 hospitals accredited by JCAHO every three years,
this result suggests that as many as 1,800 hospitals may be failing to meet minimally
acceptable standards of care.

As you know, hospitals accredited by JCAHO are "deemed" by federal law to meet
Medicare and Medicaid requirements without further routine surveys by a public agency.
Most states follow this model as well, "deeming” JCAHO-accredited hospitals (in whole
or in part) to meet the conditions for state licensure. In this way, both state and federal
governments largely delegate hospital oversight to JCAHO, a private organization
founded, funded, and controlled by the industry it is entrusted to “regulate."’

In 1972, Congress mandated annual "validation® surveys in a sample of JCAHO-
accredited hospitals to confirm whether such hospitals do, in fact, meet the conditions for
receiving Medicare and Medicaid funds. These requirements cover 20 broad areas such
as physical environment, quality assurance, infection control, and nursing, surgical and
laboratory services. They are defined by federal law and intended to protect the public
from unsafe hospital facilities and substandard care.
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*Validation* surveys are conducted by state agencies on behalf of the Health Care
Financing Administration (HCFA) in a representative sample of accredited hospitals. They
have consistently revealed serious problems with reliance on JCAHO, which HCFA has
repeatedly failed to acknowledge or correct. Consider the following *validation* results
from 1987 through 1992:

FISCAL YEAR HOSPITALS IN HOSPITALS FAILING TO MEET ONE
VALIDATION OR MORE MEDICARE/MEDICAID
SAMPLE CONDITIONS OF PARTICIPATION
Number Percent
1987 61 22 36%
1988 98 31 32%
1989 155 44 28%
1990 190 39 20%
1991 227 48 21%
1992 167 57 34%
Source: *Fiscal Year 1987 Report on Medicare Validation Surveys of Hospitals
Accredited by the Joint Commission on Accreditation of Healthcare Organizations";
and HCFA logs for FY 1988-92 titled *Sample Validation Surveys, Joint
Commission Accreditation and HCFA Certification Decisions®, obtained by Public
Citizen under the Freedom of Information Act, 5 U.S.C. § 552.

There are two ways of evaluating the differences between JCAHO's findings and
HCFA's *validation" results. First: consider the implications for real patients in real
hospitals. Applied to 5,300 JCAHO-accredited hospitals nationwide, these representative
samples suggest that, each fiscal year from 1987 through 1992, between 1,000 and 1,800
hospitals may have placed millions of patients at risk by failing to meet one or more of
the conditions of participation for Medicare and Medicaid.

*deeming" authority granted to an accrediting organization.? Thus, by HCFA’s own
rules, JCAHO accreditation failed for at least six years to deliver an acceptable rate
of compliance with federal standards of care.
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In accordance with this regulation; we petition HCFA to immediately launch a
review of the "deeming” authority granted to JCAHO. In the meantime, HCFA should
arrange for routine surveys in all participating hospitals to ensure that Medicare and
Medicaid patients receive safe and competent care. HCFA should also refrain from
extending "deeming" authority to additional types of facilities (other than hospitals)
accredited by JCAHO.

While consistently failing to ensure that federal standards are met, JCAHO is
exacting a high cost on the health care system. Last year, it reportedly brought in
revenues of about $86 million, including $4.9 million in profits.® This high price tag for an
inferior product raises serious questions as to whether government agencies should
continue to rely on JCAHO for the critically important job of hospital oversight.

We look forward to your prompt response to this letter.

é Sincerely,
| TPoBion
Sidney M. Wolfe, MD Joan Stieber, JD, MSW
Director Staff Attorney

PUBLIC CITIZEN'S HEALTH RESEARCH GROUP

NOTES

1. Consumer groups have long criticized JCAHO for this conflict of interest. Other
concerns involve JCAHO's refusal to disclose its findings to the public (a policy slated for
change later this year), and the rarity with which it denies accreditation to hospitals,
including some later found to provide egregiously substandard care. Some of JCAHO's
own member-hospitals and their trade associations have also recently questioned the cost
and quality of JCAHO's accreditation services. For example, last year, the Arkansas
Hospital Association considered a mass withdrawal of its members from the accreditation
program. See Modem Healthcare (May 2, 1994), p. 4.

2. Federal Register (November 23, 1993), pp. 61819, 61841,
3. Modern Healthcare (March 14, 1994), p. 40.




