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FEDERAL WORKERS' COMPENSATION 
FRAUD AND ABUSE, PART II 

WEDNESDAY, MARCH 31, 1982 

U.S. SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 

OF THE CO::a.IMITTEE ON GOVERNMENTAL AFFAIRS, 
Washington, D.O. 

The subcommittee met at 10 :05 a.m., pursuant' to notice, in room 
3302, Dirksen Senate Office Building, under authority of Senate Res­
olution 361, dated Marcm. 5, 1980, Hon. William V. Roth, Jr. (chairman 
of the subcommittee) presiding. 

Member of the subcommittee present: Senator ,,\Villiam V. Roth, Jr., 
Republican, Delaware. 

Also present: Senator Don Nickles, Republican, Oklahoma. 
Members of the professional staff present: S. Case Weiland, chief 

counsel; Michael C. Eberhardt, deputy chief counsel; Eleanore J. Hill, 
chief counsel to the minority; Katherine Bidden, chief clerk; Howard 
Cox, staff counsel; and Karen Hainer, investigator. 

[Member present at convening of hearing: Senator Roth.] 
[Letter of authority follows:] 

U.S. SENATE, 
COMMlTTEE ON GOVERNMENTAL AFFAms, 

SENA'rE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
Washington, D.O. 

Pursuant to Rule 5 of the Rules of Procedure of the Senate Permanent Sub­
committee on Investigations of the Committee on Governmental Affairs, permis­
sion is hereby granted for the chairman, or any member of the subcommittee as 
designated by the chairman, to conduct open and/or executive hearings without 
a quorum of two members for the administration of oaths and taking testimony 
in connection with hearings on Fraud and Abuse in the Operation of the Federal 
Employees Compensation Act on Wednesday, March 31, 1982. 

WILLIAM V. ROTH, Jr., 
Ohairman. 

SAMNuN~, 
Ranking Minority Membor. 

Chairman ROTH. The subcommittee will please be in order. 
This morning the Senate Permanent Subcommittee on Investiga­

tions will continue its examination of fraud and abuse in the operation 
of the Federal Employees~ Compensation Act. As you wellimow, the 
basic purpose of this important program is to provide benefits to Fed­
eral employees who have peen hurt on the job. And ,our principal 
interest is to insure that such employees are fairly and compassion­
ately compensated. But unfortunately, when we held the hearings last 
July, we did not like what we saw. We saw that the program was 

(1) 

, , ' 

I" 

\ 



r.,) . 

() 

¥MY-

2 

characteriz~d by poor administration. Indeed, one could even call it 
lousy. It w"" characterizetl by fraud and abuse. . 

One of the' things that esPeci/lJly concerned me w"" that It Was Predicted. . 

[At this POint in tile Ilearing, Senator Nickles entered the heanng room.] 

Ohainuan R
OTlI

• No Wonder the predictions were so bad. All one 
had to do is look at some of the illustrations of poor management. For 
""runple, We found that medical providers Were nling claims fur com. 
pensation for seeing Federal employees who had not seen that doctor 
in literally years. DesPite this record of fraUd or abuse, the Depart. 
ment of Labor said it had no authority to prevent those medic/lJ pro. 
viders from providing future services unJess the medic/lJ society of his State had taken action against him. 

I nnd that outra.,,_us and unbelievable. But I guess the thing tho,/; 
has concerned me "" I look at the record of perfonuance, and We will 
go into detail on that at a later time, is that the history of those reo 
sponsible for managing this program have come before congressional 
cOmmittees tiroe and again, made Promises that they Were going to 
introduce new, innovative refonus and, yet, when you examine what 
happened 6 months or 6 Yea" later, nothing OCcUlTed. 

There appears to be no COmmitment to make this a Well-managed 
progrrun, and I can .... ure those Who are in the Department of Labor 
today that this subcommittee will not be satistled, until We see some 
internal controls put in eJl'ect that insures the American taxpayer that 
his or her dollar 18 being well Spent. No longer are We going to pennit 
the shoveling out of the money without any Care "" to Whether the claims are legitimate or not. _ 

So I just want to say to those in the Department of Labor who are 
responsible for this progrrun that I am not satistled with what I have 
learned. I w"" not satisfied in July, and I don't like What I run hear­ing today. 

Quite frankly, if those responsible for the progrrun cannot adminis_ 
ter it, then it is tiroe We get Some who can. The Reagen administration 
h"" promised that it's going to reduce or eliminate waste, fraud, and 
abuse, and it is the special charge of this SUbcommittee to make sure 
that those promises are kept Whether they are the Department of Defense or the Department of Labor. 

So I just W"'nt to make it very clear that We will not be satistled today if all'we hear are future promises of reform. 

We have with us today, and I am plCitSed to welcome, ti,e Inspector 
General of the Department Who will di&,uss with us his oilice's activ­
ity in identifying fraud and Waste within the progrrun. I believe Tom 
McBride is a good exrunple of the kind of professionals We need in the ranks of our IG's. . 

We will also hear from Subcommittee staJl' and, finally, from the 
head of the Employment Standards.Administration, the oilice within 
the Department of Labor that is resPonsible for the management of the program. 

First of all, I Would like to welcome Senator Nickles for being with 
us today who has special responsibility. I am pleased to be working 
wi.th him and delighted you can be here today. Would you like to make an opening statement? 
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OPENING STATEMENT OF SENATOR NICKLES 

Senator NICKLES. I would h el {) ~xp and I wish to let yon know, 'k tress my gratitude to you for 
these o1>erSight hearings you are "~!:iru .., chairman of the La~o, 
and others that are lUteres):ed, :;:alile w th! hearings you are haVlng 
SubCOmmittee, We al' gjlllg th~t ~e have talked about in the padsi 
today, plus some of t le c ''''.'/l"OS !rh,y some changes in the ~w" an 
We are currently lUvolved ,nnil:r th~LongshoreAc~, which lS hke the 
think some pOSltlVe changes u. A t that. lam o-omg to say, ~loseIy 
Federal Workers' OompensatlOn c, ~der tli'e FEOA. It lS cer-
parallel some of the abuses ·re ~h: h:rfugs you have, to Cooperate 
tainly our intentio~ t~ W°':' °do everything We can possibly ~o. J" 
with you and yom sa, f Labor I am pleased to see Mr. ¥c 1"1 e 
work with the Departmi,nt 0 I thlnk they are two outstandmg peo. 
and Mr. Oollyer today, ec'tu~et d I thIDk that reall:1 i, what your pIe, but we. have. a lot of wor 0 o. , 

hearings mil pomt ou~ today. t ff and our tune and our eJl'orts 
I .iust wish to commIt to you our s ahearings to, one, insure ~~t the 

to do what we can to follow up on youti can ossibly do adnumstra-
Labor Department c!",- do every~l!l!ve'% be s~me statutory ch~nges, 
tively, b!,t also I thlllr ~~'::"~owdo e~erything I can do, statutonly, to 
and I will certamly lJ ed "'. f that must really be made. 
make some of the nee e 1 e ?7"~hose remarks and I want to assure 

Chairman ROTH. I app:r;eCla1e to help you'bring 'about the statu-ou that I will do everytlung can 
lory. changes that are necessary. . 

Senator NICKLES. Th"'~, y~u. I ld like to insert m the record a Chairman ROTH. At tIns tune, wou 
b 'tt d by Senator Sam Nunn. statement su illl e 

. STATEMENT OF SENATOR SAM NUNN 

Mr. Ohairman, I ""! pleased t\Fee to Jisure the fair and effiCIent artici ate this morning in ,the 
continuing efforts of th,S subc0mn::, 10 ees Compensation Act .. The 
administration of "he Fedeila'l. E bl ald tJ>orouyh job in examlmng 
majority staff has done a?}a 1 nllra nfortunately, plagued the current the fraudlllent abuse wIllc 1 las, u 

FEOA claim sy~tem. " h. 'inys on this subject held Wore 
I took part ill the ongmal eab '" and shorOOommgs m the sys­

the subcommittee !ast .July. Th~i~yU~hose hearings we~e, to say the 
!em which were h,ghbg:htedlu :;'sult of those heanngs, I, along 
least extremely rusturl)}ng. s a dman and other Senators, co-
with' Senator ROt~l and S~finatoff ~~o elinunate the possibiliti"'! for 
s onsored S. 1724 lU a speCl c ~ 01 d r FEOA laws and regulatlOns. 
t.udulent .abuse wh~hllliWt ~:,l:,~~; Departm~nt itself would j?VI: ~foreover, I was hope u t

a 
. eduralloopholes III the process W llC administratively to C?rrec proc . . 

wel'e under its authorltYd to tconJril~at we will today hear eyctdendce .of 
Unfortunately, I un ers ~n . ificantly improve lts a mm-

the Labor Department's f~IJure to sWjnce last JUly. If that be the 
istration of the FE9A ~~:a;'~hC:~:"ns and justification for that ~ase'.r am mhost anrtXIOfu~he Labor Department. InactIOn on tepa 0 
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If we are to eliminate fraudulent abuse in FECA as well as other 
areas of Government activity, the agencies involved must work with 
Congress in ferreting ou~ the sou::ces of the pt:'0b~em. I, ~ould hope 
that these hearings effectIvely regIster the contInuIng wIllIngness of 
this subcommittee to make every effort to correct the proven errors 
of the past in the administration of FECA claims. 

Ohairman ROTH, At this time, I will call forward our two PSI 
members, Howard Cox and Karen Hainer. They have conducted the 
lU4.jority of our investigation, have done a very thorough and com­
ple;te job. So, Howard and Karen, would you please come forward. 
I would point out that all witnesses before this subcommittee are re­
guired to be sworn in. So would you please stand and raise your right hanel. 

Do you Swear the testimony you are about to give before this sub­
committee will be the truth, the whole truth, and nothing but the truth) so help you God ~ 

Ms. HA.INER. I do. 
Mr. Cox. I do. 

Chairm'an ROTH. Ple'ase be seated, You may proceed. It is my under­
standing that you will summarize your rather complete report, but, 
without objeetlOn, your full statement will be included in the record as if read.1 

TESTIMONY OF HOWARD W. COX, STAFF COUNSEL; AND KAREN A. 
HAINER, STAFF IN'VESTIGATOR, PERMANENT SUBCOMMITTEE 
ON INVESTIGATIONS 

Ms. IL\INER. Thank you, Mr. Chairman. Since the IMt hearing in 
July, we have spent the past 8 months revieWing the Department of 
Labor's Federal workers' compensation program. We have been out 
to some new district offices in Boston where we spent 2 weeks review­
ing over 300 claims files. We have been to Philadelphia and Dallas, 
and we have been in the two offices here in W'ashington. 

In the past month, we have contacted by phone every district office 
as well. We have spoken with claimants who have filed claims under 
this program, and we have also met with some of the agency officials 
from the various Federal employing 'agencies. 

Today what we are going to report to you is that while some progress 
has been made in this program, more must be done to make good on 
the Labor Department's continued recitations that they are making reforms in this program. 

At this time, with your permission, sir, I would like to introduce 
the first exhibit for the record. This is the same chart which appears 
to my right over here. This chart indicates a series of significant 
promises which the Department has continually made Over the years 
to various congressional committees and to their own Inspector Gen­
eral. Most of the recommendations come from congressional studies 
01' from their own internal studies which have critiqued problems 
within the Department. We will talk about that chart In more detail a little bit 18Jter on. 

[The document referred to was marked "Exhibit No.1," for refer­ence and follows:] --
l See p, 48 for the prepared statement of Howard W. Cox, staff counsel, and Karen A. Hainer, staff investigator. , 
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Ms.lliINER. Right now, what I would like to do is brin.g you ~p to 
date on what has transpired in the past 8 mC'!lths concernmg an ISSue 
that came out of our last hearing. 

At the last hearing, it was dem~nstrated that if a doctor~ho pa~­
ticipates in the program is convlCted of actually defraudmg thIS 
Government program, the Labor Department can do noth~gi in ,its 
opinion, to exclude or debar that doctor from further partICIpatIOn 
in the program. . '. 

At the time of the last hearing, Labor Department offiCIals testIfied 
that no formal suspension or debarment mechanism had ever been 
proposed to .the Secretary of ~abor. They further speculat~d that .they 
did not beheve that authorIty to create such a mechamsm eXIsted 
under current laws or regulation. 

In an effort to clarify this testimony, Mr. Chairman, you wrote 
to the Secretary or Labor in August an~ asked for additi?nal infor!lla­
tion. The Secretary wrote back and saId that he, too, dId not beheve 
that the authority existed to debar or exclude fradulent medical pro­
viders, but that his office would continue to study this issue. 

Seven months went by. We did not hear any further word from 
the Department of Labor. You wrote again in March. and last Friday 
you received a response from the Secretary who now concedes that 
there is authority under current laws and regulations to debar or ex­
elude medical providers who are convicted of some sort of medical 
fraud. The Secretary notes, however, that he would prefer some sort of 
legislation which specifically addresses this issue. 

It is interesting to us that in the 7 months the Department was 
researching this area of debarment and suspension, the. Department 
of Health and Human Services has continued to exclude medical 
providers from medicare or medicaid who have been found to be, 
abusers in that program. This is an administrative procedure that 
we talked about at our last hearing, and we have continued to monitor 
how that procedure is working. What we have come across is not only 
that it works, but that the Department of Health and Human Services 
feels very comfortable in continuing to explore the possibility that an 
administrative debarment mechanism does not require the same legal 
standards of criminality needed to convict a doctor of a felony. 

We have as exhibit 2 an instance we came across involvin&, a doctor 
who was found not guilty by a jury of medicare-medicaid traud. He 
was nonetheless barred from the medicare programs because the De­
partment found that his billing procedures were sufficiently improper 
to warrant his exclusion. 

[The document referred to was marked "Exhibit No.2," for ref-erence and follows:] , 
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Ms. HAINER. However, what we have found in the Department of 
Labor over the past 7 months is that its opinion has prevailed that 
only doctors who lose their medical licenses will be excluded from 
this program. Because of that position, we decided to take a look at 
the track record of medical societies and their actions to revoke or 
suspend physicians' licenses when they have been convicted of a crim­
inal offense. 

We picked the cases of the three doctors we referred to at our last 
hearing-Dr. Josephs, Dr. Kones, and Dr. Dent-and we went back 
and tried to see what had happened to these individuals. 

In the case of Dr. Josephs, he was in a Federal penitentiary at the 
time of our last hearing. He had been convicted of insurance-related 
mail fraud. He was released in January of this year. The·New York 
State Board of l\iedical Licensing did hold a hearing on revocation of 
Dr. Josephs' license, but their decision has not been made public at 
this time. 

Additionally, the New York State Workers' Compensation Board 
revoked Dr. Josephs' authority to practice State workers' compensa­
tion. The Department of Labor, however, has taken no formal action 
against Dr. Josephs. This is in view of all of the information we 
presented at our last hearing. 
If Dr. Josephs .foes not luse his license in New York State, he will 

be eligible to continue participating in FECA. 
Dr. Kones was another doctor we. talked about at our last hearing. 

He is a New York physician who, right after our hearing, pled guilty 
to over 60 counts of FECA and mail fraud. He was convicted and 
sentenced to serve 7 years and to repay $300,000 to the Government. He 
also agreed to repay half a million dollars to the Government to settle 
a civil fraud suit, and as a corollary to his plea agreement, he agreed to 
voluntarily resign his licenses in all the States in which he held licenses. 

We went back and checked. ",Ve found that in five of the States in 
which he was licensed, he did give up his license and the States have 
noted the criminal conviction record in his file. In one State his license 
was removed without any prejudice, which means he can reapply for 
a license after a certain period of time. In another State, his authority 
to practice, his registration, fell by the wayside because he did not keep 
up his fee, but his license was not removed. In two other States, no 
action has been taken to remove his license. 

Dr. Kones is a good example because he was convicted of perhaps 
the largest FECA fraud in the history of the program, at.least to 
date, and he was given a relatively stiff sentence by the courts, vet the 
Department has taken no action to formally bar him from FECA. 
The only reason that he even lost his licenses in those States in which 
he did was because one prosecuting attorney made it a point to inform 
each State that Dr. Kones had been convicted and agreed to give up 
his medical license. But, normally there is no formal notification sys­
tem between the Justice Department and State licensing boards to 
inform these boards when a doctor in their State is convicted of a 
criminal offense. 

We spoke with a munber of medical licensing boards, and they in­
formed us that they rely on newspaper al-ticles to find out about doc­
tors who are convicted of abusive practices. Afterward, they must 
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begin implementing their own administrative procedures to consider 
revocation of the doctor's license. 

. This is well illustrated in the case of Dr. Dent. There the system 
(lId not work very well. Those who had the responsibility to consider 
revocat~o:r: .o~ his license were not a~ serio:us in th~ de~egation of their 
responsIbIlItIes. Dr. Dent was convICted In the dlstnct court here in 
"Washington, D.C., of FECA fraud in June 1981. At the time of his 
sentencing, the court did have the power to revoke his license under 
D.C., law, but that was not done. No recommendation was made to do 
so, not even a recommendation to suspend his license. Rather, Dr. Dent 
went out and continued practicing. 

We spoke with the medical licensing authorities, and we were in­
formed in July that no recommendation had been made to the courts 
because they were unaware of Dr. Dent's conviction. We went back 
and spoke with them in February of this year, and the same individ­
uals to whom we spoke informed us in February that they have nev:er 
heard of Dr. Dent or his conviction. They told us that based on the 
information they had learned from us in February, they would begin 
some sort of action against Dr. Dent. 'Ve have heard no further of any 
action. 

Dr. Dent, 2 months after his sentencing, was practicing medicine, 
and we have an example that he submitted bills to the Federal Work­
ers' Compensation Program for treatment rendered to one Federal 
worker. Dr. Dent was paid promptly because the OWCP district di­
rector told us the law says all bills have to be paid. 

This example is ironic because our review of this particular case 
file indicates that, irrespective of Dr. Dent's prior conviction record, 
the Department of Labor did not have to pay his bill. There is one 
administrative action that they acknowledge they can hold over a doc­
tor and a claimant, and thaJt is when a claimant switches from one 
doctor to another, or shops around, without prior O",VCP approval. 
The claimant in this case had switched to Dr. Dent without prior ap­
proval. They could have denied the bill on that basis, but instead it 
remained an administrative oversight. 

The information that we obtained on this particular case indicates 
~hat a reliance on medical societ~es to police the medical profession is 
madequa.te. The Department of Labor cannot expect and, in fact, these 
medica~ societies are not doing an adequate job to protect the Govern­
ment's mterest. 

I would like to introduce the example of Dr. Dent's bill as exhibit 
No.3. . 

Chairman ROTH. Without objection. 
[The document referred to was marked "Exhibit No.3," for refel'­

ence and follows:] 
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Ms. HAINER. We also came across two other examples that we be­
lieve illustrate the need for a suspension/debarment mechanism with­
in the Department. We took a look at some of the medical services 
provided to a large New England postal facility. What we' found 
there was that most of the workers injured on the job received medi­
cal treatment from one of two physicians who between them treated 
the largest number of Federal workers in that area. . 

One of the doctors had been a Postal Service physician. He was em­
ployed on a part-time basis in ,19'76 to work for the Postal Service. 
He was employed by the Postal Service for 4 years, and he treated 
hundreds of workers during that period of time. We found that in 
many of the instances in which he was the treating doctor, the postal 
workers elected this physician as their private treating physician. 
This is permissible under DOL regulations. They can use the Govern­
ment doctor, or they can choose a doctor of their own choice. These 
workers told us they chose this doctor in his capacity as a Govern­
ment doctor to treat them at the Postal Service facility. 

The doctor would then execute the necessary Department of Labor 
form as the authorized Postal Service employee in such a manner so 
that he would award a contract to himself to provide private services 
at Government expense. Some of these services were provided at Gov­
ernment expense on Government property when it would be indicated 
on the forms that these services would be provided at his private of­
fice. Other services were actually provided at his private office. 

We bring this to your attention because we have spoken with officials 
at the Tennessee Valley Authority, the Defense Department and the 
Veterans' Administration, all of which have in-house paid medical 
stn,ff. We have some con.cerns that the same situation which occurred 
in the Postal Service may be taking place in these other agencies. 

None of the personnel regulations of the Postal Service address this 
conflict of interest. The Department of Labor officials who processed 
these forms never noticed that the individual who signed their forms 
as the authorizing official and, the private treating physician were one 
and the same individual. 

At the beginning of this description I mentioned two doctors. The 
ot.her doctor~in this community who treats a large number of workers 
injured on the job was indicted in 1980 for distributing cocaine. He 
has not yet been tried nor have the State medical licensing authorities 
taken any action against his license. 

Mr. Cox. I would, sir, at this time like to draw your attention to the 
chart on my right which is exhibit 1. In our prepared statement, we 
have a full list of evidence which we feel demonstrates the Depart­
ment of Labor's record in carrying out these various promises. Right 
now, I would like to summarize one or two of these promises to give 
vou all understanding as to what the Department of Labor has done 
to carry out promises they have made ~o congressional committees 
both in the Senate and House, n.nd to theIl" own Inspector General. 

One of the main points made at 01,1.1' last hearing is that the Depart­
ment of Labor must execute better medical cost containment pro­
cedures. The Department of Labor currently estimates medical costs in 
this program will rise 15 to 20 percent annually, far in excess of our 
current inflation rate. 
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Last year in this progr~m? medical c.osts accounted fqr over 
$110 million. Under the act, It IS only r~qUlred that t~e Government 
should have to pay for reasonable medlcal.costs and It has been re­
peatedly urged to the Department of Labor ill th~ last 6 years, by con­
aressional committees, the Inspector General and illternal man~gement 
~tudies, that the Department of Labor shoul9- use fee ~chedules III ord~r 
to help determine what are reasonable costs ill a particular geographic 
area. f L b The choices available to the Depa~'tment 0 . a or would be to de-
velop their own fee schedules specifically. taIlored t? t~e nee~s of 
FEUA or adopt an existing fee sch~dule wInch may eXlst III medIc~re, 
medicaid, private insurance compames or State workers' compensatIOn 
programs. _ _, 1 • 

The Department of LaDor lUiS repeatedly stated they do use and will 
continue to use fee schedules. In response to an October 1980 memo­
randum of the Office of Inspector Ge~eral, the D~partment of Labor 
specifically promised they would obtam and provlde fee schedules to 
all district offices. . 

In response to the observations of thissubc?mI~llttee l~st July, the 
Department of Labor in~icated to us that a!l dIstrlcts do, llldeed, have 
and utilize fee schedules III order to determme reasonable costs. 

Our subsequent survey of every district office in the last 8 months has 
concluded that of the 16 district offices in the Department of Labor, 13 
offices never had and never have utilized fee schedules in any form. The 
remaining three district offices that do have a fee schedule physically 
located on the premises only utilize that schedule on a very limited 
basis. 

The danaer that arises from this lack of attention to inedical cost 
containmmft is also reflected in the statement made to us by virtually 
every district director. Each of them stated to us that rarely, if ever, 
does the Department of Labor refuse to pay a bill based upon unrea­
sonable costs. Every bill is virtually paid without a question. 

A second point which has been consistently stressed upon the Depal't­
lllent of Labor is that, on the national office level, t.here is a desperate 
need for competent, full-time medical advice; that a medical staff must 
be employed at the national level to provide guidance 'as to the admin­
istration of the medical aspects of FECA nationwide and to provide 
research on complicated medical issues, relating to workmen's com­
pensation, such as stress, radiation, asbestos, and other work-related 
illness. 

In response to repeated critidsm in this area, the Department of 
Labor did, indeed, hire two physicians to serve as medical staff in 1980. 
The Department of Labor indIcated to us last July that this office was 
taking gTeat strides in implementing the medical guidance and pro­
viding the direction that he.s been recommended. Subseguently, how­
('vel': we found out that just 2 weeks Il:,dore our July hearing, both 
medIcal staff members quit and have not been replaced. So at the time 
the Department of Labor glowingly reported to us last July that the 
office was operating in a competent manner, they had no pr'ofession!11 
staff in that office. 

,Ve interviewed the former Director of the Division of Medical 
Services and Standards. She told us that during the tenure of her em-

" • 
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ployment, her position was little more than wi~~ow ?-ressing a,nd at 
no time did Department of Labor program o~Clals III the. Office of 
Workers' Uompensation Programs malre a dehberate commItment to 
carry out the recommendations she had made.. . :. 

She also was never aiven a chance to coordlllate wlth the dIstrlct 
medical directors out ~ the field. Therefore, she felt her position was 
useless. 

When we found out about this, we contacted the Department of 
Labor in November of last ye,ar. "Ve were informed. at. that time t~at 
the positions had been reannounced and that a panel w~ screenlllg 
appllCants. "Ve again contacted the Department or Labor III February 
1982, and we were told both positions had not been and would not be 
filed because funding for the positions had been eliminated. . . 

Based upon our reminding the Department of Labor as to the lllSIst­
ant concerns that have been expressed by congressional committees 
over the need for these positions, we were told that, as of the day. after 
our meeting, the positions had been reannounced and that candldates 
are currently being sought. _ 

I would like to point out that in 1978, the House Education and 
Labor Committee issued a report which stated they detected no sense 
of urgency on the part of the Department of Labor ~o staff the~ PoS!­
tions. It can be suggested that same lack of urgency lS present III theIr 
current actions. 

Another example of a promise which was not met in the way: the 
Department of Labor represented is their lower back project. This 
project has been' repeatedly offered as being the premier effort in con­
trolling improper low back injury claims in the Department of L3Jbor. 

Lower back injuries are the most common kind of workmen's com­
pensation injury. The Department of Labor developed an innovative 
program that would have every Federal employee who has a low back 
llljUCY referred to an outside physician. ThIS would then serve as an 
additional form of independent medical evidence for the Department 
of Labor and would also serve as a deterrent on frivolous or ficticious 
claims. ' 

[At this point, Senator Nickles withdrew from the he.aring room.] 
lVII'. Uox. in IHay 1981, Department of Labor officials testified before 

the House Education -and Labor Committee. They stated that the 
program was in effect in three district oflices-in the District of Colum­
bia, in San Francisco, in New York. They said it applied to postal 
employees and employees of the Government Printing Office, and they 
specifically stated that as a result of that program, claims from those 
agencies for low back injuries had dropped by 50 percent. 

Similar representations were made to this subcommittee last July. 
Our check revealed the actual status of the lower back project was 
much different than that represented to us and the House by the 
Department of Labor. First, we found that the project began in the 
District of Columbia office in 1980. However, after only referring six 
cases to outside physicians, the program in that district office collapsed 
in October 1980 and was not reestablished until J'anuary 1982. 

Second, we found that the program had never even begun in the San 
Francisco office until June 1981, actually 1 month after they repre­
sented to the House that such a program was in effect in San Francisco. 

94-425 0 - 82 - 3 
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Third, we found that the program has never been in operation in the 
N ew York District Office. 

Jfourth, we found that the program has never involved Government 
Printing Office employees. 

Therefore, we should observe that despite the representations made 
to both this subcommittee and the House of Representatives as to the 
Scope and effectiveness of this program, the actual operation of the 
progran1 has been much less than that which was represented by the Department of Labor. 

Another point that is made on this chart is that the Department of 
Labor has been repeatedly urged to develop internal program proce­
dures to identify questionable medical providers. A questionable pro­
vider can be a provider engaged in criminal conduct or who is engaged 
in abusive practices, such as overbilling or billing for repetitive or unnecessary treatments. 

In response to the cOIicern voiced by this subcommittee last July, 
the Department of Labor promised to have a computer system in effect 
by October 1981 that would identify such abusive providers. The 
Department of Labor also specifically promised that they would issue 
guidance and guidelines to claims examiners in all district offices to 
help them identify and eliminate abusive providers. These guidelines 
were to be in effect by October 1981. 

Our subsequent survey indicates that no such guidelines have ever 
been distributed to the dIstrict offices. 

We also pointed out that various law enforcement and program 
agencies t'hroughout the Ferlf'ral Government engage in the identifica­
tion of abusive providers. The Postal Service, the Inspectors General, 
the Health Care Finance Administration, all engage in such identi­
fication. However, there had been no evidence of the national office 
cooper~ting to obtain this information. 

As proof of this point, we would like to show that the only initiative 
in this area has come from the district office level. Last July, we demon­
strated that the New York Office was perhaps particularly susceptible 
to abusive providers. Following our hearings, the New York District 
Office did, indeed, try to obtain information on such providers. They 
wrote to the national office and requested their assistance in obtaining a listing of abusive providers. 

At this time, I would like to introduce as an exhibit, Exhibit No.4, 
which is the response by the national office to the New York District Office. 

[The document referred to was marked "Exhibit No.4," for refer­ence and follows:] 

,u.s. Oepartme~t of Labor 

OCT' - 5 ISSI 

-. ~1FOR: 
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EXHIBIT No. 4 
Employment StliQdards Admin,isllalior , 
Office 01 Workers' Compensation Prr ~rams 
Washington, D,C, 20210 

File Number: 

IttCHARD v. KlB~ • 
WoJ:kers' CDrnpensation Advisor 
New YoJ:k Regional Office , J 
.m!lN D. ~ .:m.~~ 
Associate Director for . 
Federal Employees' sation 

Senate PeJ:manent Sub-comro.ttee Hearings 

andum dated August 24, 1981, same subject. ' '.!his is i 1 resJ;O!lSe 1xl your l\'e!'rOr , . . 

. tredical provit.iers who have been ~cted 
. In your efforts 1:D secure lists of sh uld contact the regional offl.ce of . d/ Medicaid fraud, you 0 • Additionally 
of Medi= an or --'th and Human Services for asSJ.Stance. . ' 
the L'lapa.rt:tre.Ilt of H<=l. ~.<..,.J:j by law 1xl lTBke certain 
H_'" care o:mtractors ill each sta~ are -'"':Seref~~~ you should also be able 
r=-u. availabl to th~ public. 'Ih ore, Medi 
inforrration .. e ti:' from state gove:mrent sources on care 
to obtain certain informa ~. , 

providers. . . will help 
. . eff rts to secure infomation that . 

h'le Appreciate your' con~wng. ~e Federal Employees' Com;:ensation PJ:ogram. 
' : ~=u:g~f f~:d ass:~, please' advise. 

0::: White 
Markey 
Landis 
Cato 
BrcMll 

Elbert 
IJouker 
~l:!.1:C"lriO (NY RA) 

, , 
" 
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Mr. Cox. In summary, the national office responded, "Thank you for your interest. Get it yourself." _ 
Additionally, the Department of Labor has been hindered in identi­

fying abusive providers by the inadequacy of their current computer 
system. In our last hearing, we went into 'subst'antial detail as to how 
the system is currently set up. Basically in order to identify a physi­
cian, they must have his IRS issued employer identification number. 
Without this number, the doctor cannot be identified within the system. 

The Department of Labor told us in July that they were making 
contact with the IRS to develop information whereby they could. vali­
date and obtain EIN numbers once they had a physician's name. How­
ever, it is the insistent position of the IRS this is confidential taxpayer 
information 3Jld ~annot be re!ea~ed to the Del'artment of Labor: . 

As proof of thIS, we would lIke to place In the record ExhIbIt 5 
which is a letter from the Internal Revenue Service, again, to the New 
York District Office saying they could not share the ErN number with 
them. The result of this is adequately demonstrated by the frustration of the New York District Office. 

After Our last hearing, they went to the State of New Jersey and 
obtained from the State of New Jersey a listing of those physicians 
who had lost their licenses in the State of New Jersey because of 
criminal or abusive acts. However, that listing of physicians aid not 
have EIN numbers because the EIN numbers are of no use to New Jersey State licensing officials. 

[The letter referred to was marked "Exhibit No.5," for reference and follows:] 
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EXHIBIT No. 5 

Department of the Treasury 

Ar.sistant 
Rcr.ion."d 
CotTlr.lis!.ioner 

00 Church 51 .. N .... Yo,... NY, lC>Xl1 

!> 

" ~ ... ", 1\<:,. Rkhal'o V. Robilotti _ 
~\:orkc!'"s' COl'llpensatioll P..civlsor 
U S Dcpa rtrnent of Labor , 
.. , 0, t S·~nda -cis Adnlilli:;tt-atlOll Enl~10pl1'm ,~.. .' 

'O'f: e of "Torkers' COlnpensa,lol1 Prog ral1,:s 
1 .c d a" i"e~t A.4th Street (Room .>348) 1515 Broa way " 'Y _ • , 

v }. N Y 10036 New ~ or oj , '&l&~ 

Dear M~~tti.: 
, < our letter of July 2, 1981. The employee 

Reference is made ,,0 Y. ted are considered income tax . 
't' mbers you reques 'd 

identihca lon nu . R. Code 6l03(a){2) conSl ers t' Internal evenue 
return inform,a lon: . t be disclosed under the circumstances this data confl,denhal and canno 
described in your request. 

. d I <ern-I Revenl1e Code 6103(i){2) 
However, t,.ere lS a 'f 'n a non-tax criminal procee 1 

h ' procedure un er n, ". d'ng 

for obtaining re 'urn, m~ t of a s ecifically designated Federa 
t "ormation or use 1 'I 

pertaining to the emorcemen t' m~de by the head of the Federal 
criminal statute, The reques is t t tl'e District Director with 

J t' Depal'tmen 0 • 
Agency or by the us lce, t The critical element needed to 

r filed hiS re urn. . 1 ' 1 t'on which the taxpaye , 6l03(i){2) is a Federal crimlna Vl0 a'l , btain the inlorn'lahon under " • 
o "f the ;aw is not sU£!lclel-." A civil vlolahon 0 _ 

, "i1l be of as slstance ,,0 yo . , < u If you need any I hope this informaholl \, t- < 'ou~ Disclosure Officer, .1-'i Q onal inforlnation, please con o.C. • a ... \l I... 2 ~ A "7""7-' 2 
Ivll', Lloyd E<:.slick j 011 b .. - f f t. , 

'~,l ;,.,...,...", ~) 

Sincerely yours, 

)l~:tl'lJ._/ 
Williaon H, Ethe , , . 
Assistant Regional Comn:,ss!oner 

"'- oc~e'l·\ (Resources .l ..... ,;.c::.na.t::: H' .. l. 

n (',\ 
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" 
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Mr. Cox Up b' 

Labor Was ~ on ~mg provided with thi I' 
unable to get ili~E~Ndentibfy any of tllese Ph;si~~~n t~ Department of 
~ long as the De anum ers. s ecause they were 

sole Identificatio h rtment of Lahor insists ' 
they will be able ?o id art~fteristi~ of medical p~~~dn? t~e ~IN a,s the 

In conclusion, We e:o~l ab,uslve providers. els, It IS unlIkely 
Labor has repeatedl d,llke to observe that tl 
spector General th t Y prO~11l~ed Congress and tl ,Ie Department of 
by certain given Cle

a c~rtam I~provements will lelr own, Office of In­
~x~mination by thea~l~es, as ,mdicated on Exhib~~ ft1e 111 the system 
~t IS respectfully b u, ommlttee of these 6 y , . pon subsequent 
m the fullfillment ~f mltted there lIas been litt~ars wOl:th of promises, 
. Chairman ROTII If I of them. e meanmgful progress 
IS that your investi~a' understand the thrust . 
ago show no real si~ ~Ion of ,developments since of, your.. testllnOnY, it 
program; is that . ~ni1icant unprovement in tl oUdl l~e~l'lngs 8 months 

Mr. Cox Th t ~orrect ~ Ie a mmIstration of this 
Chairm~n R~~ nrrect, sir. _ 
Ms. ;F!AINER. Y ~ 0 you agree with that ~ 
Ohall'n;tan. ROT!! .. 0 ' 

problem IS in 0 n~ of the thinO's I th' k 
l'hesponsible foJ th~ !~~~ny J;ou st~ted th~~ allha:athcteri~es .that this 
t at no fee sched 1 .11lste1'mg of the 0 e dIstrIct offices 
fr~m the national om. or :4..~ocedural instruc1:!srh~ candidly admitted 
a Smgle instance whe ceo m<;>st all of the distr. a ever been received 
un~arranted. I find n a medICal biU Was refu lct office ~ould not recall 
ofl\I~ternal control ol~~dt a,ln;tost u!lbelievable. D!!~f beln

h
g too hig~ or 

:J.r. Cox. Sir w' tl mmIstratlon ~ lat s ow any kind 
~h~ Department' of 

1 
lout some sort of ob' ec ' 

It 1 ISkbasically left ~pabtr tOlffic~al ?o~ld stite ~h:~ stb~ldl~rd upon which 
c e1' S. 0 le llldlVldual cl' a 1 .IS unreasona'ble 

D . alms exam b'll ' b esplte repeated mer, 1 -payinO' 
een no meani O'f 1 recommendations t I::> 

goal. . no u commitment by the
O n~~i fee sc1>9dules, there has 

. ChaIrman RoT1I Ie .' onal office to acllieve this 
In the Postal Serv: aren, 111 Your testin: ' 
also providing medi~ tfat a ~octor who w~~ny ~ou mentioned, I think 
w~~ a ~~~ict of intere~t serVIces as a privateapr~V~!nment doctor was 

J.t'J.S. -l,-lA.CNER. It Was • . c lOner So that there 
~a~ beIng paid as ana conflict of interest and d . 
bllhn~ the Departme :mPloyee to provide th ouble b~lling becaUEe he 
nTIC halrman ROT1I .y ofd~abor on top of tl e~ef servIces and he was 
yy, lat action did th ou ld make som la. : or the service 

agencies on this kinde ~epartment of Lab~r~ektlOn. of other ag~ncies. 
Ms. RaINER, I sho~ld problem ~ a e WIth respect to other 

OUr attention by the d' say that this particul 
ii,oston. ,The district p Is~rlct office of the D ar case was brought to 

eCc1 o~tmues to treat w~°1r e there know about ~1arJment of Labor in 
lau"man ROT1I I r ers_ e octOI' and his case 

Ms. HAINER Tl;e ai not asking about hi. . 
Went out and .talkec{ .eel there is nothinO'm specIfically. 

WIth TV A and DODI::> bhey can do about it. We 
a out t.he fact that tlley do 
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have in-house medical staff. There is a possibility the same situation 
could ltrise, and they have no specific regulations to address this, nor 
has the Department of Labor promulgated any regulations to address 
this type of conflict of interest. 

Chairman ROTH. In other words, despite the shocking nature of the 
Postal Service, no followthrough instructions, regulations or guide­
lines came out, to your knowledge, from the Department of Labod 

Ms. HAINER. Correct. 
Chairman ROTH. Did :you raise that question with them ~ 
Ms. HAINER. Yes, we dId. 
Ohairman ROTH. Time is moving on. I thank you both for your 

testimony. ' 
At this time, I would like to call on Mr. Thomas McBride, the In­

spector General of the Department of Labor, to identify the efforts 
his office has made in examining Department of Labor's management 
of the Federal workers' compensation program. 

Welcome, Mr. McBride. Will you please raise your right hand. 
Do you swear the testimony you are about to give before this sub­

committee will be the truth, the whole truth, and nothing but the 
truth,.so help you God ~ 

~rr. McBRIDE. I do. 
Ohairman ROTH. Thank you. Please be seated. As in the past, you 

may summarize your state~ent, and we will include it as if read.1 

TESTIMONY OF THOMAS F. McBRIDE, INSPECTOR G~NERAL, 
DEPARTMENT OF LABOR 

Mr. McBRIDE. I would like to touch on'several areas that we have 
been concentrating on in' our work in the FECA program. 

The first is claimant fraud. We have not only been investigating' 
cases of claimant fraud and referring them for prosecution, we have 
also been looking at the claims management process itself. I earlier 
testified about a project we began in the Atlantla region in November 
1980, with seven other agencies which are the employers of the largest 
proportion of FECA claImants. 

Wh9,t we did was to take the profile of a high-risk claimant in terms 
of age, type of injury, period on the long-term disability rolls, etc. 
We attempted through third party sources to verify whether daimants 
who met the profile had income from other sources, and then conducted 
file reviews of those and also where we had other evidence olf unre-
ported income. . 

That first project generated 1,800 files which were then reviewed 
by joint teams in the seven agencies plus my own staff. We found a 
lot of problems in the files themsel ves. We found medical evidence 
that was inconsistent with the injury; 1V'e found lack offollowup on 
medical reports. We found little signs of efforts to detect unreported 
income, and we found deficiencies in the employing agencies' handling 
of the case itself at the front end, their own accident investigations, 
and their own attempts to rehabilitate and reassign to other duties. 

Of the total files reviewed, 135 were scheduleu. for investigation and 
827 were referred to the Office of Workers' Compensation for follow-

1 See p, 60 for the prepared statement of Thomas F, McBride, 
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up review Th' h rhi . IS as to date resulte . ill ch represents an annual savin d f ~e termination of 67 cla.imanlb 
r~lls,°:-O~~;:iki~f tt average ~e~g~h 0::; ~i~~,OOOi ~f you I?rojected 
thiChairman ROTH. gctuldt :h~~'tngs off sever~l millio~Id~l!:Ss on the 

MFrogram ? e a actor m the increased' cost of 
o . MoBRIDE. It IS a factor b t't' 

~~nun:t' dede~~~t~j~~~ :d~::!a li£::d~ef~;:'~~ %~~~~~~ ~~~ ~u:~ 
e a rammg 19 rom our.first if ·t 

participating age ,course ~or about 190 employ fe 01 , we then 
file review. nCles and, m effect, told them h~~ rom the sev~n 

r From tha~ second national ma to do a FECA 
~:/~~ reVIew:. O~ those 10,000. ~~OOe ,generated about 10,000 case 
is' the onlto ol!-tsIde mcome. I think tha.t i:Id not, haye a current state-

that h~ 0!s1~e:~1tu~~e{, the l~nl"y certi.fi::t~:~~FE~Ti~~e that 
other mcome. 0 e e IgIble and does not h . c a~ant, 
, We found 4000 ave another Job or 

~ffeomrmlation in' the fik\Veh:~:;hm~ roevie~ers questioned the medical 
p oyees wh b ' , ne msta,nce d' fact they 0 were emg charged to th P , lscovered 28 cases 

Chairma:R~~~b~lIddI ~y other agencie~. ostal Service when, in 
10,000 cases? mterrupt? As I understand ' 

Mr. MoBRIDE T" h t' ' you revIewed 
Ch ' . a s correct 

aIrman ROTH Of th t . 
coMntainMa Bcurrent f~rm_~hat~~OtOhO, ta total of roughly 3 000 did not 

r. 0 RIDE It' th a current for ' 
come. It's a certi.fi ~, e s~-called 1032 which i ~hupposed to sho:v? 

Chairman Ro caS Ion of mcome or lack of' s e statement of m:' 
h 

TH. 0 30 P mcome. 
wether or not-- ercent of them had n . f . 

Mr. MoB N' 0 m ormatIOn 'as to 
d 

RIDE. 0 mform t' , 
an p~ocedures. a IOn m accordance with OWCP' 1" 

ChaIrman ROTH Th s po ICles 

thM~ wMo~adequyte medicit~f~~;:ati~n ~dditional 4,000 cases where 
we tried to full~· es, or conflicting medical inf . 
not rely on our o:na~ ~osely as ,,:e could the Owcp~atIOn an~" again, 

ChaIrman ROTH 111 eP:dent Judgments. s own polICIes and 

wMrnMot 'aBdequately do~meJ~d could say at least half of these cases 
• 0 RIDE Yes . 

Chairman Ro' P'l Mr M TH. ease proceed 
for i.u OBRIDE. Of the total of 10' 00 
investi;,t~~sreview, and that r~al~y a~~u! 600' have been broken out 

A substanti~l p t' precursor to followup 
t' I' or IOn of those 1 ~~;. can t give you the final fi~~:sa~eady under criminal investiga-

We hav 1 d' cause the project is still under-
a Ie. a rea y realIzed some' , 
D~la~ r!ay~~g$l~~o:OOOWCP's o,;~vd~f:~~~~~~ simply look .at the 
$57 000' ~h' , , a,nnual savmO' . D Ions, we .find m the 
in this 'h IlCago! over $1 million, A~d enver, $62,000; Philadelphia 

woe proJect. So I would expe t we ~re really at the mid1?oint 
c agaIn that the savings wIll be 

, . 
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in the millions when the project has run its course and that we will 
probably see a fairly high volume of criminal prosecutions. 

I should point out that we found quite a wide variance among the 
district offices, some of which were domg a demonstrably better job in 
case monitoring and case review than others. I think that reflects a 
management concern in ESA and a concern I lmow Mr. Collyer has 
been wrestling with. 

I should point out that our cases have concentrated almost 
exclusively--

Chairman ROTH. May I interrupt there because I notice in your full 
statement you say that the smaller offices did a better job tha,n the 
larger offices. Now, one would assume that in your large offices-New 
York, San Francisco, Chicago, Philadelphia-you would have some of 
the best personnel and larger number of experts. How do you account 
for this difference ~ 

Mr. MoBRIDE. I am baffled myself. I thought perhaps it w~s be-
cause of a predictably larger caseload, in effect, a larger caseload pro­
portionate to claims staff. I got the staffing figures the other day from 
OWCP, and as far as I c-u,n tell, they are allocated apportionrute to 
the volume of claims. I can only attribute it to the quality of manage­
ment and/or personnel in some of the district offices. 

In my own visits around the country to my own field offices, I made 
it a point to visit O'VCP regional offices. I have been in many cases 
very impressed with the vigor and attention to antifraud/waste issues, 
and in other regions, have been unimpressed. 

One thing I should point out is that most of our cases, and we have 
had probably about 50 claimant fraud indictments in the last year, 
have involved unreported income. Those, jn effoot, are the easy ones­
black or white issues. The claimants either had the income, they re­
ported it or they didn ~ and the violation is rather cut and dried. 

The larger question, and one which is very difficult to resolve 
through a criminal prosecutive process, is the medical condition it­
self. You get into the arena of disputed medical testimony and prov­
ing beyond a reasonable doubt thf1t the medical condition did. not e~ist 
is a very heavy burden of proof. . 

To date, we have only had one conviction, a case in San Francisco, 
involving basic contravention of disability itself-of the medical con­
dition. And I suspect that will continue to be the case, and there, only 
additional medical reviews and administrative action by O'VCP can 
be effective. 

In the medical provider area, generally--
Chairman ROTH. Could I interrupt ~ In your prepared 'statement, 

you say, "To date, OWCP has not mitiated. any system to routinely 
identify unreported income. The identification of unreported income 
is a compliance function that could be easily implemented and 
maintained. " 

Why, in your judgment, hasn't the Department done anything about 
that~ 

Mr. MoBRIDE. Well, one, I think it is an overreliance on self-cer-
tification. That is the form 1032, and any system of verification has 
to have at least some spot-checking systems for third-party verifica-
tion. The methods-

94-425 0 - 82 - 4 

i 
.~-

\ 



", 1'1 , 

== 

- .~ 

22 
Chairman ROTH M I' 

current f ' . ay Interrupt e Th 
1\1 Morm for nearly a third_' ey are not even getting th 
1\ r. CBRIDE Th t . e 

self-certifi t" ~ IS a footnote to th· b 
We found c~ Ion ob~lOusly depends on h e .plO lem. The reliance on 
not ~y;Pical~na::nl ~~ldc;s t~lOse Were ~~;~ ~~~r~h!r~e~~ati?n~. 
f~l~~strative. problem ~nn 6wont t~ePfInt with a broad bl'U~h l~h: 
~,i~enJ:~e~n~= ~~~;~UI!dife ~ ~cl~bf.erfu!'~~\~v~ 

We' f d f 'was Just filed and no action 
. oun orms return d h' 

wIth no followu dew lch were incom I te . 
returned witl Pf' alln We found forms that p e and unsIgned 

Chairman k no 0 o,:"up. were sent out and never 
10,000 with no ~TH. It Just seems to me if 0 1 . 
lack of internal ormts'la:r:d there is no follow~pu thavte. a tIurd of those 

1\111' M B con 1'0 s In that area ' a Just shows a total 
'.L c RIDE That' t . 

problem w. . IS rue, but eVen ass ' 
filled out c:r~ffi~~tlo~;d you. had uP-to_d~~~rtha~ administrative 
who is intent on d f S,.lt shll doesn't come t 0' !en , ,annual, fully 

Chairman ROTHe Ohu~~g th~ Government a~di~~i:lih lh~ person 
Mr. McBRIDE. And ec Ing; rlg~t. P y yIng. 

mechanism h' h . you need tlurd-part ri.fi . 
insurance q:aA~rr Possible in 40 States is {o v:c c~hon. The simplest 
which contain f . y wage reports. Tllese are cess e unemployment 
State labor d alrly current data and wh' 1 quarte,rly wage reports 
Labor Mat 1 ,epartments, which are' fundcd are accumulated by the 
most ~f th'O~ l1n~ these data against FEOA 1 by the Department of 
catch the er~: 0 ar~ employed by a re ort~ a1ll1ant data will catch 
~o great le~gth ntwho IS self-employed. If will g etmployer. It will not 
In crim' I' s 0 conceal Income b t no catch those who go 
simple ~~chInvestigation and pr~se~u~~~lJ of Our -hits tl1at resulted 

I would l·kes. were generated by those 
1 e to POint t ' some of the r' ou , agaIn, that so f h ' . 

after these un~~pl~n~~aye been considerabl~~r t e dlSt:r:lCt ?iiice~ in 
gating staff I ~ I~COme cases. The .j! e aggressIve In gOIng 
01VOP has 'tak thlIn~, IS a significant :a o~ the wage hour investi-

In ma en: Just think that commendable approach 
niques s:%h cases, It would seem to m~~h~~u~t Use e,very tool possible. 
ing agency a~s ~t~~lr dloding a little investi!~~~~'b Invkesttighative tech­
surface some 1 d a 0 Joe Blow is doP ac ate employ­
go both to OWea s. And, of COurse ma Ing these days might well 
the anonymOUs~~iagh~ to uS'han!1 which ~d~ot~~~~eCo~Plaints, which 
off Uncle Sam or, w 0 IS offended by cu lOn, come from 

Mov' . someone who is rippinO' Ing on to the d' I b 
significant doll me lea provider fraud i 
about $120 mill ~r prfobhlem because medical pssue"dthat, of oourse, is a 
if '11 Ion 0 t e Whole FEOA b' rOVl er costs represent 
at ~lt ili~t' are providers billing for treat~' ~hetrhe the standard scams, 
billin' were unrelated to thedisab '1' en s at Were not rendered 
able o~ ~~fs~he s~~e t:r:eatment, and the ~~~~. do~ble billing, even triple 

This subc cer ~ catIons as to the basic m d~erlous p~o?leI!l, question-

mhich Shouldb~1~~e~1~a:e a~~e~~rv~~~chef ~n l~~~~ili~~~f th~e~~~trols 
a alge volume of this kind of 
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medical provider fraud. One of the major concerns which was trig­
gered by the hearings last July and by our own concerns was the han­
dling' of the proven fraudulent situations, the problem of the debarred 
physicians. 

I won't go into great detail about that problem because you and the 
subcommittee staff are well aware of it, I have been of the view that 
OWOP does have the authority under the law to debar and that there 
is no excuse for lack of prompt issuance of regulations. 

I liave also advocated amending the legislation to make absolutely 
clear that authority. My view is even if someone were debarred under 
regulation, at this point, the worse that could happen is be sued and 
lose, which is better than doing nothing. ' 

Finally, information linkages have to be set up. Medicaid and medi­
care cost $64 billion a year, but they do have relatively well developed 
debarment authorities and debarment lists. This kind of information 
exchange has to be set up with the Health Oare Financing Adm,inistra­
t.ion, the State medical societies, State workers' compensation pro-' 
grams, all those others who deal with this same provider population. 

I am glad to see that the Department's position has -changed with 
regard to debarment authority, be it only recently. While it may not he 
any large population of providers who will be deJbarred, I think it will 
reach some of the more egregious examples that this subcommittee 
has exposed. 

Ohairman ROTH. Just let me comment that I think this area shows 
the total lack of commitment in the program managers to do what is . 
relatively simple. I cannot understand why at this late date they have 
not followed through on disbarment. It has been pushed, shov(~d all 
the way, and I agree with you, that is something that they could bor­
row, but maybe the agencies don't speak to each other; I don't know. 

But we also suggested 8 months ago that they should find out what 
physicians have been disbarred or put under some kind of administra­
tive constraints in other agencies. But, again, from what you say, no 
progress has been made in that area. 

Mr. McBRIDE. That is correct. I think the recent -change in legal posi­
tion by the Solicitor of the Department of Labor may remove one 
obstacle to what I hope will be prom;pt resolution of this problem. 

The fee schedule issue, I don't thmk I need to comment on. It has 
been the subject of audit recommendations by our staff. I know Deputy 
Untier Secretary Collyer has given very intense attention to that issue, 
and that there are many problems in imposing it, but I remain dissatis­
fil:'d, as I was at my last appearance, with the projected 1984 imple­
mentation date for medical fee schedules. They are used by the other 
major health programs, both governmental and private, and should be 
installed post hr.ste as part of the FEOA control mechanisms. 

Ohairman ROTH. lV'hen you say there would be problems in fully 
implementing the fee schedule before a level II system is operational, 
what are thcl nature of those problems? 

1\11'. McBRIDE. I am not fully familiar with them. For example, I 
inquired of 1\11'. Collyer just yesterday about simply adopting the Blue 
Cross/Blue Shield schedule and was told they treated their fer sched­
ules as proprietary information. 

I am fpariul that this is an issue that may get studied to death when 
at least the most common medical procedures should have fee schedules. 
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~:t~Uld have to defer to Mr. Collyer to tell you all the ins and outs of 
Chairman ROTH ""hat bo t d' 

schedules? . a u me Icare/medicaid, do they have fee 
1\lr .. 1\fcRRIDE. They do. 
Cllalrman ROTIf. And thos d' . 
l\tIr. McBRIDE. Thev are ait ~r~ a lllimstered by otlher agencies? 

me~ic~id system. v ( mIllIstered under the State administered 
Ohalrman ROTH So there is . . 
~fr. :JY!CBRIDE. There is no r~o r1rlvacy In those particular areas? 

dOIng a number of other th'P P ·~iary problem there. 1Ve have been 
One is a more expanded m~~gh' w~ 1 regard ~o t~e FEC.A program. 
detect and prevent fraud and c ~lo effort whlell IS both an effort to 
l~ffectiveness of some of the inr;~as :. and, t~ h?me extent, to test the cost 
been matching the FECA roll va lye m~ c Ing technologies. 1~T e have 
them against the TVA activ s agaInst t Ie black lung rol1s, matching 
~ctive and employee retireme~~~£}~YSsjnd dtvirAement roll~, the. O~1\f 
!S to find whether there are e 1 ' ,an . Our basIc obJectIve 
Ineligibly receiving benefitPfr~~et~~o are double or triple billing, and -

SO.me .of our matches also will 1 or mo:e programs. 
duplIcatIve benefits are leO"all oo~ at

d 
aleas where overlapping or 

()~set. ~r Where the questio~ ni: p~rmltte or where there may be an 
dIsabIlIties compensable under [wbe whether there were two separate 
efforts .are very, very tinle consumi separate programs. ThosE' match 
ComplIance with OMB 0"11I'd l' n~ and very complex to get O"oing , 
ah d' M 1'"..... e Ines IS required R to. ea. y expectation is that it will b b . u We are moving 
,;e .have ~ VOlume of verification 'vO~ko a ly be early next year before 
vel'lfied luts we have and I sh dd t f~me so We can say how many 
8;re going to be required to verif e~h 0 t bUlk of the staff resources that 
Iltera:lly thousands of raw hits It ose ecause you do come up witl) 
H~curlty number; it may be d' t miY .b~ due t~ a~l erroneous social 
Inns; .whatever. ue 0 egltImate SImIlarity in medical 

One of the other things We ar 1 k' . 
may be aware, Mr. Ohairman 0 e 00 Ing at IS the death match. You 
Inspector General at RRS ~at fht.he bice~ match work done by the 
fifolrmerly a social security progr~n:n~g ,ae t lthung b~nefits, which was 

e. , 8nns e socIal security death 
.As I recall the numbers there Was $ 

?verpayment, if you will~to eo 1 a 60 to ~70 million savings-or 
Ihg benefits as if living. We a~e doinw~h ~ere, In fact, dead and receiv­
t e FEC.A and black lung pro!n'am g a same match with regard to 

We are also continuing with 0 s'd' 
major reviews of district office a ur au It eff?rt. We have done two 
more intensive one, focusin on PbiYient operatlOn~, and We are doing a 
party: debt collection and O"e~eral fin paY~ents specIfically, and on third 
. ThIrd party debt colle~tion .an~Ia . management. 
I1s1!-e, is one which has large d~Th?:I;O:t ~~ ~oil terribly fasCinating 
c a~mants have a claim against a thi d en Ia . any FE9A disability 
aCCIdent by a taxicab or contra t l' party. They Were Injured in an 

GA9 did a study a few ears ~~~, or someol,le e,lse, Who is liable. 
potentIal collection level ~t $4 70 If. threSe dIstrIct ?ffices and put the 
dollars there. . mI Ion. 0 We thInk there are bio' 
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Finally, I would like to comment a bit on the implementation of our 
past recommendations. Last fall, I advised ESA that we would be con­
ducting an audit of implementation of past recommendations; that is, 
actually going through the district offices and seeing whether they 
were doing what the audits recommended be done, recommendations 
that had been agreed to by ESA management. 

We started a financial a.udit in one district office and work no sooner 
started than an embezzlement was uncovered initially by 'an alert bank 
employee who reported it t.o RSA and to us, and then our own audit 
staff discovered another embezzlement. They were directly related to 
prior recommendations we had made as to cash control, separation of 
functions, supervisory verification, and so forth. That, obviously, 
created quite a stir in ESA because there were, if you will, theoretical 
controls to prevent fraud and waste, and here we found some actual 
instance of fraud and waste due, in part, to tile lack of imposition of those controls. 

That somewhat accelerated the attention given to the followup of 
audit recommendations, and there has been a series of meetings between 
myself, Mr. Collyer and his staff, and we really are mOVing in an ex­
pedited way, trYIng' to short cut time consuming, district office by dis­
trict office field reVIews to get an accurate picture of the true status of 
implementation or nonimplementation of key recommendations. 

I don't mean to say that if all our recommendations were adopted, 
we would see and end to fraud, waste, and abuse. It's a program that 
involves 48,000 claimants on the long-term rolls, and hundreds of 
thousands of annual payments, both benefit and medical. You are 
always going to have fraud/waste problems. The best you can do is 
have cost-effective controls which keep those at some minimum or 
tolerable level. 

I also realize it is very easy to criticize. The task of management, 
particularly in a climate of resource constraint and austerity, is a very 
difficult and very challenging one, and there are many fine people, both 
at mq.nag-ement levels and at bill payment clerk levels, in the FECA 
system. My basic objective as Inspector General is not to be an ad­
versary but an ally. However, if it is necessary to get corrective 
action, I will and do call them as I see them . 

And I think in the audit recommendation area, what we have seen 
at the top levels, 1\£r. Collyer's level and his immediate subordinates, 
is commitment to implementation. But, what we found is all kinds of 
system problems that do not translate that policy commitment into 
actual action. and implementation at the district office level and, in 
Some instanct's, the national office leve1. . 

These problems are not new. For a major agency like this, it is sort 
of like turning a big ship around. It takes awhile, and I do not ques­
tion the dedication and seriousness of Mr. Collyer. But, as I told him 
recently, until fraud and waste control is a priority equal to that of 
claims payment, I will not be satisfied. 

Thank you, Mr. Chairman. Are there any other questions? 
Chairman HOTI-r. Thank you, Mr. McBride. . 
1Vhy do you think it is so difficult ·to implement these nolicy de­

cisions if you say they have got the commitment topside? Why can't 
they secure the cooperation of the district offices? Is it the old story 
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very f n , It reqUIres t' 
done u:~s:opo people in ESA, Y O~lS c~~~d personal attention by a 
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audIt steps over d o. e can't 0'0 0.1' d f 
move into. an over and over agai~. W~ l;;:~ ollowing our own 

Chairman ROT e other areas we must 
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. at I am so. in' . VI ua 8, the potentIal 
they have got 0.1 g IS, top management in W ' 
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r. McBRIDE. Tak lese changes can't b Id IS totally incom-
went out to verify e one example the e. ma e. 
curi,ty for returned :at had or had' not b~~~ ~lStrict office where we 
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about the waste, fraud, and aJbuse~ I don't question the seriousness 
of this administration or the last administration in desiring to build 
efficiency in Government. But you look at the record over there of 
promises where they were going to make changes and reforms and the 
failure to deliver. It leads one to a conclusion tlutt people come up here 
and tell us what we want to hear and then think we are going to go 
home and forget it. 

Now, one of my questions to you is, as I understand this particular 
program, the Department of Labor is responsible for the administra­
tion and enforcement of the law, but the costs are paid by the agencies 
for whom the employees worked. 

Mr. McBRIDE. T'hat is correct. 
Chairman RoTH. Do you think there is a lack of financial incentive 

to be more efficient, more effective ~ 
Mr. MoBRIDE. Yes; but I would say the lack of incentive is in large 

part at the employing agency itself. I have discussed with :Mr. Collyer 
the possibility of amending the Federal Employees' Compensation 
Act to change the budgetary incentives. There is a very interesting 
example. The Postal Service, which is, for all intents and purposes, a 
private. revenue-based corporation, has the highest FECA claimant 
load. They instituted a FECA cost control program in Postal several 
years ago in cooperation with OvVCP but largely on their own initia­
tive because they had to bear those FECA costs. 

They have reduced FECA costs by almost $30 million. . 
Ch;airman ROTH. How much total cost for that agency ~ What per-

cent IS that ~ 
Mr. MoBRIDE. I have no idea what the total Postal budget is. 
Chairman ROTH. I meant FECA. 
Mr. McBRIDE. I would guess they would be about 40 percent of the 

FECA caseload. 
Chairman ROTH. So it's a very significant impact. 
Mr. MoBRIDE. Yes; if you take Postal, TVA, Department of De­

fense, Agriculture, DOT, and a few others, you have well over 90 per-
cent of the FECA costs. 

Chairman ROTH. Mr. Weiland. 
Mr. WEILAND. Mr. McBride, just a couple quick questions. Can you 

give us an example or two of the type of claimant fraud that your 
office uncovered, particularly in terms of possible criminal prosecu-
tions? Mr. McBRIDE. Well, they tend to follow a fairly predictable pattern. 
For example, three recent cases involved ex-'l'VA employees, blue 
collar employees, who had gone on the disability rolls as a result of 
back injury, always the most suspicious kind of injury. ,;Ve found 
that -all three were working while on FECA rolls, working at strenuous 
jobs, such as pipefitters, which I presume were the same jobs they 
were doing at TVA and failing to report the outside income to 
OWCP. As I recall, the range of payments was from $13,000 to $44,000 for 
these three cases, and, of course, they were terminated from the rolls, 
and in these cases, all three were convicted and sentenced. 

We had another case in Dallas, which was mentioned to me during 
the recess. There was a sentencing today where the employee netted 
over $40,000 in undeserved FECA benefits, a postal Service employee 
who was owning three separate businesses on the outside, including a 
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private inv t' t' securit t es 19a'lve agency and a1 h 

We lado a ~:i=ent buildings. so 'ad a ,GSA contract to provide 
Department a ore firefighter retired on d' b" 
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Agency management ' commItment has been very 

hfSh!a: bot been all th:;!j~e exception of Postal and TVA per-
all tl . een very concern d ' us. My conce '.' e about the em 1 . . 
long:term disabilit~ ~il tIllS : Under the sy&t.e~ o~ng agency role in 
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agency IS concerned 
OvVCP has total r~:lr eD?-p}<?yee. en mow who you are any' 
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ment rolls if eli 'b on the retIrement roll em and get them back to 
at the line item le~el:e, and make sure they h~;~e nondisability retire-

For example as . to budget that money 
ployees, and I had an Illspector general . f 
It 'Yould cost and t~tb~d~et those costs e~~r I had five .disabled eIh-
at .It and say "HeP If III my budget :fiuu Y Yiar, predIct how mnch 
tOlllg a little 'worl?i d 10,tre those five pe~~ie ~,;WO~d start looking 
lA:ilwanttohave'filled~ want to eat that mo~e ~I / would sta~t 

~o, we recommend d I . y, lave five POSl-
prOVIde ceiling exem t~ c la~g:r,ng the OPM 

~~th~t t'l: ~~ be~dili~~ ~~f~~:'isY::h~;~ ~!~{:ialcl~:~~ 
thIS. one at the employi lllcentlve. There area lot 
. As I said Mr C 11 ng agency end to strengthen 
It furthera~d i 0 yer aud I discussed . t 
in discussing anda~~lrd' the substantive c~~~re wi~l be discussing 

n lng the FEOA act t deehs WIll ~e interested 
o 0 t ese thmgs. 

-
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~r. WEILAND .. Thank you, Mr. McBride .. 1 want to take tihis oppor­
tUllltv, Mr. ChaIrman, to thank Mr. McBrIde for the cooperation he 
has shown me and members of my staff as we worked on this project 
over the last several months. 

Mr. MoBRIDE. ~ would like to say you have a very fine subcommittee 
and very responsIble and able staff, Mr. Chairman. 

Chairman ROTH. Mr. McBride, I .would like to say that I am partic­
ularly interested in your last cO:n;lments on these other agencies. I 
think that is something that hopefully the authorizing committees, 
or, if necessary, this subcommittee, might look into at a later date 
because I thinfr it is important to see what we can do to develop in­
centives with them to follow the path of the Postal Service. 

Thank you very much. 
Mr. MoBRIDE. Thank you. 
Chairman ROTH. At this time, I would like to call Mr. Robert Coll-

yer, the D~p.uty ~nder Secretary in charge of the Employment Stand­
ards AdmllllstratlOn. Mr. Collyer, would you please come forward and 
be sworn, as well as anyone else who may offer testimony. Please stand 
{l,nd raise your right hand. 

Do you swear the testimony you are about to give before this sub-
commitbtee will be the truth, the whole truth, and nothing but the 
truth, so help you God ~ 

Mr. COLLYER. I do. 
Mr. BERRINGTON. I do. 
Mr. WHITE. I do. 
Mr. ROGERS. I do. 
Mr. FRASER. I do. 
Chairman ROTH, Please be seated. Mr. Collyer, as is our custom, you 

may summar~ze your prepared statement, and it will be included in 
the record as If read.1 

Chairman ROTH. I think it comes as no surprise to you that we are 
not very happy, and we are interested in learning what you and the 
others responsible for the administration of this program intend to 
do. Please proceed. 

TESTIMONY OF ROBERT B. COLLYER, DEPUTY UNDER SECRETARY, 
EMPLOYMENT STANDARDS ADMINISTRATION, DEPARTMENT OF 
LABOR, ACCOMPANIED BY CRAIG HERRINGTON, ASSOCIATE DEP· 
UTY UNDER SECRETARY, EMPLOYMENT STANDARDS ADMIN· 
ISTRATION; HENRY WHITE, DEPUTY DIRECTOR FOR PROGRAM 
OPERATIONS, OWCP ; LAWRENCE RO~ERS, DIRECTOR, OFFICE OF 
PROGRAM DEVELOPMENT AND ACCOUNTABILITY; JOHN FRASER, 
SPECIAL ASSISTANT TO MR. ROGERS 

Mr. COLLYER. Thank you, Mr. Chairman. I am Bob Collyer, Deputy 
Under Secretary. With me is Crai~ Berrington, Associate Deputy 
Under Secretary, to my immediate rIght; Lawrence Rogers, Director 
of the Office of Program Development and Accountability, on my 
immediate left; Henry White, Deputy Director for Prograin Opera-
tions, Office of 'Vorkers' Compensation Program, to my far right; 
John Fraser, staff nssistant to the acting director, Office 'of Adminis-
trative Management, on my far left. 

1 See p. 74 for the prepared statement of Robert B. Collyer. 
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Mr. Cbairman, let me poi t t tb 
11earings t.oday ~fr Garcia wl~ .ou at ! bave also invited to these 
S.ealbtle, Wasbinot~n and ~fr S~ OUr ~eglOnal ESA Administrator in 
glOnal Administ~ato~ for the 'Om~:a f ,,*llSIll~n, the Assis~ant Re­
grams, Kansas CIty I want d tl 0 or rers CompensatIon Pro­
back to t.Ile field fh~ fe~1in ~ tl1elU to see these proceedings and carry 

Chairman ROTIi. Very O'o~d ~~ auri around these hearings. . 
Mr. COLLYER. They are in tl; e '~e com~ thpm here today. 

care to interview them before tb~ audIence, If you ?r your staff would 
I don't believe you have been inY ~1 bac~, they WIll be around today. 
happy.to talk to you about any que::' leI' 0 tlhose offices. Tbey will be 

ChaIrman ROTH. Good. Ions you lave. 
Mr. COLLYER. We also hav . . 

01:fice l1ere as well if you hav e I0t,presentatlves from the Solicitor's Mr Cl" e ques Ions . lalrman, members of the b' . 
portunity to appear before 0 • su COmm~ttee, I appreciate the op­
efforts to improre t lIe a tn J: ~l~ SU?C0111llHttee today to discuss our 
Comp~nsl}tion Act. J. c ( mns .ratIon of the Federal Employees' 

WInle I am here to explain tl . ". 
'!e l1ave taken to effect im rovem~ speCI.fic .adnU1l1stratlve actions that 
SUlce the bearings of tb' P b nt~, partIcularly those We bave taken 
as I bave repeatedly ~t~t:d C?mmltte~ last July, let me make clear 
chang~s ~lone cannot restore ~l~ce ~~~b~g: office, that administrativ~ 
nor ell1l11nate its inherent flawse ~le : llIt.~ ?f the FEOA program, 
are,needed to accomplish tl;ese ob' e~ti~e~neqU1bes. Legislative changes 

10day, the Federal compens l' . 
b~nefit structure which actuall a IOn .syst~m ha~ an overly generous 
!nUlor, non-disabling injurie YdProvldes ll1Cen~lves to .file claims for 
IS necessary. s an to stay off the Job for more time tllan 

The administration transmitt d 1 . J • . 
to address inequities in th ' e t jgIS atIo~ to the Congress last year 
and will include a numb:r.curr~n aw. It wl~l be.resubmitted shortly 
C?111mittee, such as provision~f d~er:s of sP~clfic Ulterest to this sub­
vJder fraud and abuse fe 1 a Ulg ~peClfically with medical pro­
earnings of disability r~cipie~~~edfles, Improveq information in the 
l'epresenta~ion, and more. ' s ronger penaltIes for fraud or mis-

We are Indebted to you Mr Ch . 
S't~ff, for your diligence 'in pursuinO' thrman, and to t1le subcommittee 

Let me also emphasize m cont~ ese co~cerns. 
the administrative level is nioderni~;d be~~1 that the key reform at 
1111plementation of OUr 10nO'-ranO'e IOn 0 1e program t}1rough the 
The first phase, jevel I, of the ADP~tomated data pr~CeSslllg system. 
t!Je fall of last year with the installat1~te~ ~has fully Implemented in 
tlOn payment system in our district om no e automated compensa_ 

Level I provides the followin . An ces. t 
l~lent system; improved trackin!' f au omat~d com~ensation pay­
hon status; and case workload dist~'ib~la~e 10c~tI?n; claIms adjudica­
I..Jevel. I also provides for a bill pa menfIOd wlth~n each of OUr offices. 
SU;'~el11ance reports. y an aU~lt control system and 
. ~rJ.le level II svstem will structure I . 

hOIl process to insure that claims ane ,control the c1a11n8 adiudica­
prescribed evidentiary steps before :xa:m~n.ers mus~ follow and meet 
II also will autoMatically examine bysIOn c~n e rendered. Level 
codes, screening bills to assure' they mee~ Is .atg~ll1~ft accept or reject 

, crl erIa or accepted condi-
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tions, frequency of service, appropriateness of treatment and reason­
ableness of costs. 

We expect to have level II fully implemented during fiscal year 
1984, and we believe that this level II system fully addresses major 
operation and security pr()lblems. Our firm cOll1ll1itment to ADP mod-
8l'l1ization is reflected in the Department>s fiscal year 1983 budget sub­
mission requesting a $3.8 million increase OYer the pending fiscal year 
1982 budget of $14.1 million for ESA ADP development. Of the $17.9 
million requested for ESA ADP development, $10 million will be 
expended on FECA ADP development. 

While legislation and fun implementation of our ADP system are 
the essential prerequisites of permanent reform, there are a number 
of actions that can be and are being taken now, within the context of 
existing legislation, current ADP capabilities and resource levels, to 
prevent fraud and abuse. Even though taken in total they can have 
a significant im1?act on the program, these actions individually often 
appeal' less significant in nature, and thus have in the past often not 
received the priority and followup monitoring they deserve. 

To prevent this from happening in the future, ESA, and the Office 
of Inspector General, have undertaken a cooperative arrangement to 
monitor ESA's progress on the implementation of recoll1ll1endations 
for improvements made by the Inspector General, the General 
Accounting Office, and the congressional committees. 

In August 1981, I established an "InternnJ Control Unit" to co­
ordinate antiwaste, fraud, and abuse efforts with the OIG and to 
strengthen ESA's own ability to deal with these related problems. 
The ICU has full responsibility to evaluate all ESA systems, to iden­
tify irregularities and to recommend corrective actions. And on mat­
ters of fraud, waste, and abuse, our ICU reports directly to me. 

The Department of Labor, and my staff and I personally, are com­
mi:ted to achieving implementation of waste, fraud, and abuse pro­
tections in the day-to-day ol,Jerations of the Office of Workers' 
Compensation Programs. I bel~eve UUl: progress to date r~flec~s that 
commitment, and I would now lIke to brIefly address our actIOns In that 
regard in six distinct areas: Claims processing, case management, med­
ical support and guidance, vocational rehabilitation, traimng and tech­
nical as-istance, and bill payment system security. 

CLAIl\rs PROCESSING 

Procedures issued October 1, 1981, provide for early notification to 
claimants that their claims are invalid or insufficiently documented. 
Prior to these procedures, claims with insufficient documentation were 
lefl; open. Under our new system, 10 days after receipt of an u~su1?­
ported claim of tmumatic injury, a notice is issued, and the claIm IS 
denied if no additional evidence is submitted within 45 days. , 

Undocumented occupational disease cases are denied after a second 
warning and within 180 days after filing the claim. The results ha~e 
been that in the first quarter of fiscal year 1982, 86 percent of traumatIc 
claims have been adjudicated within 45 days as compared to 63 percent 
in the first quarter of fiscal year 1981. 

In the first quarter of fiscal year 1982, 56 percent of occupation!11 
claims have been adjudicated in 180 days as compared to 42 percent ll1 
the first quarter of fiscal year 1981. 
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CASE l\IANAGEl\fENl.' 
, To tighten OUr case 
Improv~ments: management, we have instituted several 

9uahty control unit ' 
assl!med th s, now m plac ' d' , 
sam05 e, management control f e, In, lstrict offices, l1ave been 
>a pIe quaht:¥ c~lecks of initial d~nct,lOn~ of making representative 

1 rwents, perIo~IC roll reviews aI~d J~dlllcatlOns, continuing daily roll 
, compensatIon pa'p t 1 approvals 

nsory claims . ,J men s now require the ,t :fi ' 

Cl'~lqa~ire cTelrtific=ti~~Ib~~h °tydeSsuipg'nat,ed substi~~~e~ S~~~~du~~ aa ~ird; 
11ns, lese p , d erVIsors and th Ch' f 

insure that clai IOC~ ures provide greater cont i Ie, Branch of 
Supervisory revi~~l1 s are not placed on the lo~~_to~er palYlme~t and 

Periodic revie . f I 05 enn 1'0 s WIthout 
These revi W? ong-term disabilit 
current m~'%s provIde, ~or more frequentY ~ases ~lave been intensified. 
recovered, t~ld~~eC~l1~ItIoll, whether he l~~;~~atlJ?s df the claimant's 
n~~,continued com~lllnet~he ~url'ent level of dis:b\~~e °dr completely 

Ii 01' fiscal year 1~~a ;on IS warranted.' 11 yan whether or 
cases were ad' t d ,02,000 cases weI' ' 
2700 JUS e downward t . fl e rev~ewed. As a result 2000 , cases Were . 0 1 e ect parhal' , , 
milJion. ThiR ' I~moved from the roll ,e~rlllng capacity and 

YVe have ;x~a~~:do:;nl the $1'7 mi1lion sa~~lt~lgmgl savings of $22 
to mvesti ate Ie Use of wage-h sca year 1980. 
304 caSes \aveSb~pect cfases. Since the pr~~~~roramd ?ompliance staff 
A total of 199' en ~e e~red to com lia 05 s arte m October 1980, 
are continuing~nr:stlgatIons have bren ~~~~~eds 10 1' i!lvestigations. 
Of these 8 cas~s cases were referred to th e; 05 lflvestigations 
the 185 domplete;~re fO~llld ,to involve poten~,q~G for mv~stigation. 
compensation. mVestigatlOns are estimateda t r$a

4
ud, Sa.vmgs from 

a 6,000 m monthly 
MEDICAL STTnv.nUT 

"TU ~-".cv AND GUIDA 
fY e continue NCE 

for process' 0' fur efforts to increase th . 
In Au~~o 198~ccdPat~onal disease ca~e~uahty of medical standards 

related claims ,.eta~led procedures f " 
quate informat~~rfr~~t~lbute~ with inst;c~i~~~~lcatin~ ~sbestos­
exposure accounted for 1 fle9ncles, claimant;:: flnd ph r. ~btammg ade­
becoming an increa' f' new claims i~ ~;l d YSIClans. Asbestos 

smg actor. en ar year 1981, and is 
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We are increasing our ability to handle radiation-related claims by 
establishing a contract with the National Council on Radiation Pro­
tection. This will significantly enhance our ability to evaluate such 
cases. 

Examiners receive training from looal medical specialists in other 
common disease conditions, particularly heart, low back, psychiatric 
and respiratory complaints. District offices now use 65 consultants in a 
wide range of specialties, such as cardiology, orthopedics, and neurol­
ogy, to buttress the work of medical directors in the early evaluation of 
medical evidence. 

The results of aggressive initial case development show in these 
statistics: As of January 1982, we had adjudicated 364 heart cases 
received in calendar year 1981, approving 49, 0,1' 13.5 percent, and 
denying 315, or 86.5 percent. We adjudicated 446 cases of stress-related 
emotional disorder, approving 79, or 17.7 percent, and denying 82.3 
percent. Of the 1,215 respiratory cases adjudicated, we approved 679, 
or 55.9 percent, and denied 44.1 percent. 

I intend to establish the poSItion of medical director for all ESA 
programs, to replace the former medical director position which was 
responsible only for OWCP programs. Recruitment for this positi(:>ll 
will be difficult if our recent experience over the past 8 months m 
attempting to obtain suitable applicants for the vacant OWCP medi­
cal director position is any guide. 

We are intensifying our efforts to attract the best candidates by 
advertising in a variety of publications. We hope that these efforts, 
combined with the broader scope of responsibilities, raised pay cap 
for Federal employees, and bonus payments available for medical 
doctors will enable us to recruit a high-caliber individual for this 
position. 

VOCATIONAL REHABILITATION 

In the area of vocational rehabilitation, we have done the following: 
In fiscal year 1981, over $7.5 million in FECA compensation costs 

were saved 'by the successful rehabilitation of 763 workers, 450 whom 
were reemployed under th~ Department of,!.Jabor-P?stal ~ervice re­
habilitation agreement. ThIS represents an lllcrease III saVlngs of $2 
million over fiscal year 1980. 

In fiscal year 1981, about 7,600 employees were screened for v?Ca-
tional rehabilitation services. About 2,214 were accepted for serVIces. 

Since its estrublishment in fiscal year 1980, some 618 workers were 
reemployed under the Department of Labor-Postal Service rehabili­
tation aO'reement. The number of rehabilitated workers reemployed 
increased from 168 in fiscal year 1980 to 450 in fiscal year 1981. 

In November 1981, we inItiated a pil.ot.project in the Chica.g? dis­
trict office to increase the number of lllJured workers rehabilItated 
and the timeliness of services thro:ugll ~he use o~ the ADP syst~m 
and expan~ed u~e of private rehabIhta~lOn a~en~Ies. The evaluatI~n 
of the proJect WIll be completed by August ot tIllS year. 

TRAINING AND TECHNICAL ASSISTANCE 

To improve quality control of the FECA. claims management and 
adjudication process, we have carried out an extensive program of staff 
training and technical assistanGe to other Federal agencies and within 
the program. 
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t ~~ce ~978i newly hired exa . . 
n~~~~~ l1?- a 1 aspects of claims~~di~~aye received comprehensive 
received~:dv:;~~e.c~h~ed the £rainin~0~:na02~~te,.a ~tal of 267 

In calend I ammg course' exanuners have 
ar year 1981 99 t . . . 

~hci~~~b~:llsspecialists in ap;~~~i:a~l;~~h~;:pie~e held fo! 1,010 
During Au' t oymg agenCIes and 

~as provided ~s 0 to ~ oven:ber 1981, traininO' . ;, 

rID~~.1:~tterm di!~tli[;~fi:~ors as part of th:i:: ~~~: o¥rti~~ 
provided° f ctober :981 through l\farch 198 . 
cedures im o~ O.IG s review of (lxistin a 2, techmcal ~ssistance was 
with OWCpmgIDg on FECA claims ~n5e7Y regu}atI~ns and pro-

We ha . , 0 agenCIes' mterrelation 
f ve. completed course d 1 . 

f~:~a:~l~~yn:ent cl~rks. Th:e~~::i! If d formal training pro-
ship to acce ms ru~. bIll payclerks in c.u ~ a te;xt and handouts 
sonable l(lnO'f~~ ~ondltlOn, relation to ba~'i::,wd~ga1 bills for relation-

S
7, 19.82, in 0 the Wa~=gtoent. PID'lot sessions will be h~ld Apon~ anhd r~a­

peclal Claims. n, .0. district office and thPr B trough 
e ranch of 

BILL PAYMENT 
'T'h AND SYSTEM SEOTTDTnn>-
-L a Sl1 bcom . tt h ~ .. u..L-L 

trol bill .... mI ee as expressed 
we intena~~men~s without a fee sched~~ern about our ability to con­

- describe in a !>o In connection with our le~:f I~e schedule is something 
consequently bee~fu.\ addda.provision specificalfy

DP sy'sdt~m, as I. shall 
Let me assure CUe m the administrat' , prOVI mg for It has 

system, we do ha you, however, that even inI~l s FbECA legislation. 
Auto t d ve a number of S"fi Ie a sence of such a 
divid~~ ~evi~~rois~ave resulted ~~h~a;~~ c~~trols on bill payment. 
1981. The incl 0 -,900 of the 662 000 bi ec Ion ~nd s~bsequent in­
cuss some ~f th~ded faym~nts tota1i~g $7 ps l~?elved ~ fiscal. year 

Instructions w mo~ slgDlficant controls' m~ IOn. I WIll now dis-
months after i . ere Issued requiring bills f . . 
by the bill- a nJury an.d visits billed in ex or office VISItS more than 8 
minor injurjaY su~erv.lsor. Cases in wh{ lcess of ~75 to be approved 

Monthly bilfep
re erred to a claims examin1 efcesslv~ care follows a 

trict offices T ayment surveillance re er or reVIew. 
$1,000 for the he ~eport identifies medi~~rs are. now sent to all dis­
case, and medi Pirlod ?overed, or more th prOVIders receiving over 
identified media lrovI~ers with five or m:n $500 on. the average per 
examiners and ~~ pr?vIders are SUbject tore lases. Blll~ submitted by 

We are now Pdrv~sors. c Oser scrutmy by claims 
a!l transactionf~~ UClDg rel?orts 'at the distri . 
Vlously, reports hI' dne medIcal provider in ct <?ffice 1.eveI Which show 
office. a to be requested specifia 11veri tIme period. Pre-

Our AD P s ste . ca y rom the national 
cases, and cas~s i reJects bills paid a ains 
initials for bills ~ esed more than 80 ~"aYS ~ f~se na~es, nonexistent 

In excess of certain doll n reqUIres authorizing 
ar amounts. It also rejects 
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any duplicate or overlapping payments and will shortly be modified 
to reject pa,yments to a provider not entered into the system in advance. 

We now issue quarterly reports to employing 'agencies, listing names 
of claimants and types and amounts of payments charged; Agencies 
can review and notify OV\TCP of improper or questionable benefit 
payments. 

We now have the computer capability to produce a report to each 
claimant of the services paid by OWCP 'and to medical providers show­
ing charges paid by OWCP, to enable verification that services were 
actually performed. Reports for payments in the third quarter will be 
mailed to claimants in July. A small sample mailing to providers will 
also be issued in July. 

The subcommittee has expressed concern 'about two important issues, 
the exclusion of fraudulent medical providers and the adoption of 
medical fee schedules. 

On March 26, 1982, Secretary Donovan advised you by letter-a 
copy of which is appended to this stat,ement-thrut the Solicitor of 
Labor has concluded that the Department does have 'authority to issue 
regulations--

Chairman ROTH. Mr. Collyer, I have to go and vote. I will tem-
porarily interrupt. 

[Senator present at the recess: Senator Roth.] 
[Brief recess.] . 
[Senator present at convening or hearing: Senator Roth.] 
Chairman ROTH. Please proceed, Mr. Collyer. ' 
'1\11'. COLLYER. Thank you, Mr. Chairman. 
On March 26, 1982, Secretary Donovan advised you by letter, a copy 

of which is appended to my written statement, that the Solicitor of 
Labor has concluded that the Department does have authority to issue' 
regulations which would exclude fraudulent medical service providers 
from participating in the FECA program. Aotion to develop such reg­
ulations has been initiated. 

As indicated in that letter, however, we continue to favor and prefer 
the enactment of legislation that would unequivocally grant such au­
thority, and it is for this reason that--

Chainnan ROTH. ~fr. Collyer, I wonder if I can ask you to sum­
marize. I am concerned we are going to have another vote in the neal' 
future. I would like to complete if we could. 

Mr. COLLYER. I will just stop. You have the statement in the record. 
We can proceed with questions. . 

Chairman ROTH. Mr. Collyer, as I listen to you, in contrast with the 
witnesses before, I would come to the conclusion that everything is all. 
right when, in fact, I do not find that to be the case. I would just like 
to underscore the fa.CJt that this administration has dedicated itself to 
make Government efficient, to eliminate waste, fraud, and abuse. As a 
matter of fact, in the proposed budget, there are some ver;y substantial 
savings the President proposes to be realized throu~h elImination of 
inefficiencies, but I must confess that I am extraordmarily concerned 
that in FECA, I don't see the dedication or commitment that I think 
is essential to bring about the kind of improvement that I think is 
necessary. 
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D6Lbul~ just po~t out to you the chart . 
in 1984 1'0 ~en l?romlses to improve FECA 0 on lour rIght listing the 

Mr. ¢~~~~~lleU;e~~t~ace, what do you'calli~ ll:elll~omises is that 
Chalrm8,n ROTH. I think that' . . 

pl~ted by fiscal year 1979 I ( ImtIally that was sUpposed to l.._ 
a tIme d 1 .. n any event perh " ~ com~ 
think w e ay to put in a complicated s~ph' t ~:p~t IS necessary to have 

N Ie ?a~ afford to wait 2 years' IS Ica; d system, but I don't 
I <? ,It IS postponed so 1 th 
;o~~lOn, maybe it would all b~gfor!~tUn 1984, when we have a new 
there comments-of course, much of th anyway. But I would ask 

really ~~~:{e~~ lh~~s~~H; ~:esPOllSi?i~, t~l?[~: :~~;:.nrd~l~~ri 
where the situation is that d'ffP ogress In tile last 8 months I don't 

Let me just d 1 erent. . see 
about. go . Own through some of these things that we talked 

One OWCP 'd' . . , Sa! It would It· 
b~IgInal target date is 1981. N o~) ~In and Use fee s?hedules, and the 
fut:~rforat~d as part of level iI ~~~~oThr~ ~aYIng that that will 

h d i can understand why h . a IS 2 to 3 years in the 
~:teiti:~ ':~ lOU can't borrow ~:oma:~;oo.t~it ilitaht long f~r a fee 

I c . Ie 0 er ao-enCles and 
am shocked, to be cand' db' I::> 

~ti;n~~ ~~rictWhoffices have ~e~ei~e~~~i~~{;ut~~ay, sW
b 

orn testinlOl~Y, 
3 month ~es. y can't you go back tod c l~ns a out the reason­
already i~ u~~ve some instruction, give so~eand In the next 2 months, 
very difficult t by ~overnment as well as in ili f~~ schedules that are 

Mr. C 0 un erstand why it can't b d e pnvate sector ~ I find,it 
fact f OLLYER. Mr. Chairman let e one. 
not P:l~~~~~t;pl~ ar~ not in pl~ce in ~hetF~6fl responsibility for the 
ule. The . . lonnsed anyone that we program ~oday. I have 
is that th~ficlds~ th~j 'bvas m~de, as I reca'itlr~ ud~ a spe.CIfic f~e sched­
ules to dete . vou e adVIsed to use an m ISCus.sIons WIth staff, 
circumstan~bne whether or not the fees y and all available fee sched-

a ~~eral sch~d~l~; 1~HAY 1adticular :cl~ede:l~o~~~Nd ~:~dnd;r1he 
, en I first arriVed in sc e ~le. op e as 

relative value fee h d my new Job, it was 1 • t . 
the relative difficui~ e fule. 'fhis type of sched~lIn entI~n to adopt a 
relative val P y 0 one procedure t e uses POInts to relate 
that this p~i~~i schedules on a nation~d~nbth~r'l intend to instal1 
program. ar system would be install dS~s. lwas told by staff 

¥y next ste . e 1ll t 16 level II ADP 
to Individual P was t.o conSIder, since we h d . 
these bills n CcountIng agencies, private a some tIme, farming out 
tainly the ph~~l~~~y ~;1 do.ctors' bills, but c~h;rhcto~s, the, auditing of 
that business and lIS. ~ have known in th ospItal bIlls and cer­
savings. But they h heY

l 
claIm, and apparen-l-l e dast pe,ople who are in 

I asked if we co ide. arge data base. - v y 0, achIeve substantial 
I am familiar with SIgn, a contract right a ' 
and medical prov'dto audIt prescription dru;tYll1h a contractor who. 
go through the p~~rs and the pharmacje~ and i rom both hospitals 

urement process whi i' was told we had to 
, c 1 IS the first time I heard 

-: 
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that, but for the first time, I became familiar with it completely-a 
long, drawn out process. We are not finished with it yet. 

Chairman ROTH. How many months does the procurement process 
take~ 

Mr. COLLYER. When I first started talking about it, it was October or 
November of last year. The request for proposal has been issued to the 
public for proposals. Responses are due no later than April 14, 1982. ' 

"'\That I want to do in short order is prove there are substantial sav­
ings out there. Actual dollars can be saved by the Federal Government 
through the two pilot projects. One would be just for the pharmacy 
bills. The other would be for total care, medical services and all the 
rest-hospital services. So, we are now conducting two separate pilot 
proj ects, total care in San Francisco; preseription drugs in the Dallas 
regIOn. 

Chairman ROTH. Are these pilot proposals or are you talking about 
the entire country ~ . 

Mr. COLLYER. They are pilot projects in those two separate regions. 
The results of the projects will provide the data so we would have 
control as to which is needed to determine the best way to go, and 
I would be able to sell that to the administration for eventual nation­
wide expansion. 

There would be costs involved. I couldn't guarantee anyone that the 
proposals would be cost-effective until we conducted a pilot project. It 
was my intention to do thu,t 6 months ago. The procurement process 
apparently is just much slower thanthat. ",Ve still intend to do that. 

Recently, I thought even though those :pilot projects are in place, we 
could probably adopt a fee schedule by VIsiting, maybe, the AmerIcan 
Medical Association. I suspect that the AMA has a subbcommittee 
on fee schedules. I certainly would suspect they have adopted rela~ive 
value schedules. One of them should be fair. ""r e could put one mto 
our computer right now, announce it, publish ads in the newspapers, 
send out copies to everyone. This would permit us to be billed based 
on the codes by the treatment provided so that the auditing would be 
pretty much done by the time we got thera. 

This is what we will have in our level II system except the computer 
will make the determination as to whether the billing is proper, and all 
the other things that go well beyond the fee schedule. 

I am convinced right now we should look at farming out the services 
if it's cost effective, efficient, and enhances our ability to pay on time. 
We may want to drop the bill payment service from the ADP. But, 
at least with respect to the prescrIption drugs, it leaves out the other 
controls that will be in the computer program. 

So I favor that. It is going to take some time to get there. I want 
to let my staff at this table-for whom I have a great deal of respect, 
and who are intelligent and have good ideas-amplify or correct any­
thing I SH,y, if that is all right with you. 

Chairman ROTH. Time is short. Just let me make a comment. No.1, 
if I understood your testimony, you were saying you were going to 
have a fee schedule by 1984. Now, I understand you are talking about a 
value schedule. I don't pretend to be an expert in this area, but let 
Il!e say that I would hope that in any agency, including yours, in set­
tmg up whatever you Ultimately do, It should not be totally based only 
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oJ: AMA. Frankly, I am shocked . 
~ at thef~ has been no disallowanc~ f~cordmg to our witnesses tc.da.y 
l~ som~ Hng that your program Ca,n Ie: u~easonable fees. I think thi~ 
cli an maybe tl~ere is merit to your n In. {om some of the other ao-en-

.am not paSSIllO' judgment . ew 1 ea. E> 

:AprIl. Originally, cnvcp was o~i~' but I a~ saying that now it is 
Ill1981. And now we are talking abg to obtam and use fee schedules 
:;dhn~t~~~i;fi~dtel~finkfee sClled~~es i~\~~~eFn:~~k1fljns, pilot tests 
quickly than y' 1 s,omethmg has got to b d' am confused 
It' II ou are prOpOslllg e one much more 

pilot IS a very well, and I applaud an . 
t t' ap~roaches" but the problem' t ~ new l~eas and testing and 

~1~~: h~~:'~~;'~e~~~l~~~~C~g'~~Yby\l,~bffi~U~~ f~s~~~~ 
you have °se:nm:l~i;~iti~~~~~1or example, ofe81~~~t~0~~~I~~os~~~ 
fuU;~~~~kuchers, br whatever y~~£l{h~~-~~og ,didn'~ contain 1032 

What t e sUfe a out outside income '. a IS the Idea of check-
M . C S eps laVe been taken to cor: '. 

W:il;:f~~~l.i~~?!~! ;~~~n~£~:~hI~::~.t¥ts=!!:~~: 
te~~~~l~:~ still be legit1mate~Vsi~fe~fti~ i~arnings, as noted by 1J.t. 
earn som nt who cannot return to h' a ''lage replacement sys­
ability to ~a;~tges, and his compensatio~s i~e~d ,ar tFcideral job mB:Y 

Chairman R' W ( JUS e to reflect Ins 
that of tIl 1 0m. ' hat I am sayino- I 
ments. e 0,000 cases, roughly 3 OOo'c~s t 1!nd

d
erstand the schedule, is 

M ' n alIle no current 1032 st t _ 
,r. COLLYER. These' a e 

~laI,mant is expected ~re annualIzed and the ' 
Ill, It is resubmitted ~~ SIgn the form and send if b RIek ~ent o.ut: The 
be current, It . nat would take you ac m. If .It IS not 
be identified would be noncurrent but in lhast the date when It would 

Chairman' Reprocess, the claim would 
Have an t OTH. There was no ind' , 
1032 statr;e~f~ been taken to insure e~~~~Oll they ,wer~ in process. 

Mr. COLLYER' ~ d case mamtams a current 
CA-I032 state~e ~ ,0 a periodic review eVer 
claimant is 70 n IS certainly one of tl fY year of each case. The 
doesn't mean a ::.~~r~ dId land totally disabl~j Ifht 'for1I!s checked. If a 

Ohairma R E> a ea. , e receIpt of that form 
I don't thi~ hOTH, 1Vell, Mr. Oollyer th' , 
acceptable I' tt ese are retired people' H' IS U; 3:000 cases out of 10 000 

, a e. Obviou I tl ' - rankly I tl 'n1 th ' , . aslnng for perf t' s y, 1ere could be.~ ,., 11 ( at IS an Ull-
Let me just ;~ ~hn. .,ome error, and we are not 

cases, over 4 000 f rough some of the oth . 
What ration~le ca~ t~he~id not have cur~~n~hlll~: O/.those 10~000 

.i.\fr. COLLYE'R. A ai~re. forthat~ ,me lca mformatlOn. 
don t require curr: t ,It, depends on the ki d 
will not c11ange If ili md~dlCftl treatment· then of

d
, c!1se. Some cases 

. e Isabllity is rath' con ltIon is static' it 
er severe, the work status ~ill 
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probably go unchanged. I can't speak to the 4,000 cases because I 
have not seen or reviewed them. There is probably some slippage. 

Chairman ROTH. That is not slippage. Let me point out the IG in­
vestigation is based on your own guidelines. There is no way, in my 
judgment, you can rationalize that 3,000 don't have a current 1032; 
that over 4,000 don't have current medical information. I think that 
is one of the reasons we are finding so much fraud and abuse. 

Mr. Weiland, do you have any questions~ 
MI;'. OOLLYER. I think Mr. Berrington wants to make a comment on 

that. 
Mr. BElUUNGTON, Mr. Chairman, the OIG project was an important 

one which we participated in and, indeed, we trl:\.ined the OIG peo­
ple. The training program that Mr. McBride mentioned was one that 
OvVCP set up; we trained the OIG folks, and we have gone through 
the files with them. 

Chairman ROTH. I really don't care­
Mr. BElUUNGTON. But--
Chairman ROTH. Excuse me. I don't care who set it up; who did 

the training. The results are not satisfactory. They are not satisfac­
tory by your own guidelines, and I am really not interested in hearing 
ttlly excuses. To me it is shocking that you would come up and try to 
defend that. 

Mr. BElUUNGTON. Mr. Chairman, I am not offering an excuse. What 
I wanted to say was thttt we have a process that we go through every 
year in reviewing long-term cases. Of the 52,000 long-term cases re­
viewed, we removed or reduced benefits ·in over 8 percent of those 
cases last year. About 5,000 people were either removed from the rolls 
or had their benefits reduced. 

It is a continuous management process that one undergoes because 
people who have been injured and who may not be reporting regularly 
what their current status is. 

Chairman ROTH. You can always rationalize-­
Mr. BERRINGTON. I am not rationalizing, sir. 
Chairman ROTH. It is not satisfactory. I can see no reason for this 

kind of performance. Your own IG has testified that there are not 
adequate controls and that is the purpose of his job, and he makes his 
investigation based on your ~uidelines. Let's proceed. 

Mr. COLLYER. I will look mto that personally, Mr. Chairman. I will 
find out what those 4,000 cases were, and we will make sure we have 
adequate controls. ' 

Chairman ROTH. Mr. Weiland. 
Mr. WEILAND. Getting back to that same point, I guess what is some­

what confusing to the staff is! given this annual file review conducted 
by your own people, how is It that Mr. McBride's Office could come 
up with these additional deficiencies if, in fact., your Office is reviewing 
each and every claim that is filed annually ~ 

Mr. BERFtINGToN. I would have to get into that more specifically with 
Mr. McBride

1 
but the point is that you don't review every case every 

week. ConditIons change within the year. ",Ve have large numbers of 
ca.ses that we review. In the level II system, and I must say, we have 
never made a promise on that level II systei11 or the level I system that 
we haven't kept, when that level II system is in place, every periodic 
case will automatically come up every year for review and it will be on 
a scheduled basis. 
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Until we install that 
operation o-oin . d' .system, and it is on tr k 
if you did;'t 0-: m IstrlCt 25 11.ere in 1Vashino-t~C , we have a pilot 
It is a difficult ;y~~:~~e ~Ot s~e It I; House staffdid~'rP'~~~1I a~ sorry 
come up automat' 1 be m pace. 'rhose period' rs ~ery well. 
~itions change du~·a.lYtland the review will be done lCiOtll reVIews will 
mg to find th mg Ie year and at an . ~l people's con-
of what is in th~ ~l:re are situations thatYn~~~~~l~;lo~J?-t, y~>u are !S0-

Mr. WEILAN . ec lYe, In realIty 
comput . d D: One <;>ther question. I r·u.", , 

duplica~i~:e bi~~ll,,~ym~ system that ~nd:si~~d c~m:~~ed about this 
scale embezzlem~nt . e ale aware of what appoears t

o 
beJect false and 

mjiely $300,000 by I~~~l~e oo;lb~ll offie~s 011 the ma~tudea ofe:~ lar~e 
M~w BEan you explain that situ~ti~:lll1g clerks, appare~tly. prOXl-

. RRINGTON. Of e' . 
Mr. Fraser I thi 1l . oUlse, the matter is und' . 
dO~1 and ~hat ~il:'1~~~llnPo11 das to W~ltt the ~~r~~~~s~ta~ion, but 
paMr lCular situahon. WI 0 and Just what hapI) d .system 

r. FRASER Th ene III that 
system provides ehcornpute~' audit built into tl " . 
oyerride. In this c e~~s whI?h require su er !~,e~lstmg bll~ payment 
VIsor was alleo-edl P~l tieular ll1stance that ~ , bOI Y . authorIzation to 

One of thebred~~dvolved in the episode. ou mentIoned, the super-
appears to b'o b aney checks which l' . 

Mr. WE~;: D~d rendered inoperativ:l~I~id supervisory review 
~pector General'th 1 you have a prior .wal'nino- l.~t case. 
Just such an embez~f YOu~ cO~ltrol measure'3lY~r!l.ondthe Office of In­

Mr. BERRINGTON ';1nen mIght OCCllr if you did 111\ e1qun.te and that 
we agreed with ir~' Ie suggestions that we ha . no c lange it ~ 
be separated out i th~ ?road ?utlines, is that . d frOn~~!l~ ~)IG, which 

YV-hat they specific:iYo~s dIfferent se.g-n~ent~e~¥~fsi llItre~ ought to 
t~IS case from oce . y recommended to us l~ orgamzatron. 
tron and are impkrrmg,. but we have gone be wou~dn t .11ave prevented 
systems manager ,.:mnfmg 1'1, proc~dure in '~hkl their recol,llmenda­
system. That should PI' :>e at Ie to mput informa:' on y a hIgh level 

Mr. WEILAND. Thank even repetition. IOn mto tIie ADP 
Chairman ROTH. On yo~~. Mr. Chairman. 

arate the staff duties ~ ,of t.he ~'ecommendations . 
have those perform d ObI t~l~~ blllpayiup' billk .of the IG ~vas to sep-
fraud. e y ihfferent sta.i:ii'to . eydmg1, and blllfilino- to 

W 
11. avol t . 0' 

hat steps ~1r Ie opportumty for 
recommendati~n e • Conyer, have been taken t . 

Mr. COLLYER w' . 0 Implement that 
th . e senJ.. t' 

at, to separate th (, Oll. mstructions M· C . 
by telephone as to ~h ~hnctrons. We have'ask~'d tfaIrffiman, to correct 
as yet. e er these procedures 1 lb 0 c~s to respond 

Mr. ROGERS In ge i lave een Implemented 
Chairman Ii nera' , these function h 
~~?;:::ERS. O~~i~8'td th., written fnst;:c~~~~ ~':r~~tied, 
M C an ROTH. October 19812 

Ch
r.. OLLYER. Yes, sir . 
aII'm R . an OTH. Is the IG still h e ere. 
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Mr. ~OGERS. The IG Report was in September, I believe. ..' 
ChaIrman ROTH. September of what yead 
Mr. ;RooERS. The IG Report was last September. 
ChaIrman ROTH. Do you say in all cases that these have been 

separated ~ . 
Mr. ROGERS. I said in general they have been separated not in all 

cases b.ecause some places we are having space problems. ' 
ChaIrman ROTH. How many offices have been separated ~ "What 

offices~ 
Mr. ROGERS. To go by region, if I could--
Chairman ROTH. 'Vhy don't you just submit that to us in writing 

if you would. ' 
A .fi~al area I would li~e to ask where ~re we now on disbarring 

phYSICianS who have n hIstory of abuse m submitting fraudulent 
claims~ 

Mr. COLLYER. The Solicitor has given us an opinion that we have 
the authority to write regulations that would provide the authority 
for us to debar physicians that are proven guilty of fraud. 

I would hope, and I would expect, this would be the case where a 
physician openly defrauds a FECA program, and we discover it. 
That the physician be blackballed. Certainly that would be the least we 
could do) and just not pay any more bills submitted by that physician. 
vVe can't take public action, but we certainly can do that. 

Mr. Fraser tells me the computer can be set up in any number of 
ways to prevent another check from going to that doctor just by 
changing his address at the district office so the check comes back as a 
failsafe devic(l. There ate a number of ways to prevent that. 

I have some concerns if our regulations are not very carefully drawn 
that we might, because of some information we might reeeive through 
the newspapers, 01' whatever, try to debar a physician who may be 
~mbj~ct to chal'~eH filed by some other program. It may not even involve 
me(hcal 01' mall fraud, and I think that debarment of such physician 
under the FECA program would be risky. It will take us--

Chairman ROTH. ~1r. Collyer, are you concerned about the tax 
cloHars being wasted ~ 

Mr. COLLYI~R. I certainly am. 
. Chairman ROTI-I. Now, how long is it going to take to issue those 

klnds of regulations ~ It took your solicitor 7 months to finally come 
up. ·with an opinion that this could be done. How long is it going to 
take. to issue this kind of re~uln,tion ,yhich is already in effect iu other 
agencies of the Government·~ 

)1r. COLTJYlm. I n,sked that question, and I don't like the answer. I 
hate. to even giye It to you. The entire process may take 6 months. I 
admIt I have been inyolyed in other proCTrams where we are redoing 
l'e..ghlations. That, is a long, laborious pro~ess. I don't think this would 
take as long n,s that has taken. but you can't do it overni~ht. 
.C~lairman Ro'rH. In the meantime, the Government could be. losing 

m~lho?s of dollars. Frankly, again-I have no further questions at 
tlns tune--I just want to underscore I see no great commitment, no 
concern about needing to provide some real internal controls. The fact 
that you are going to lutYe a complicated, sophisticated system in 1984 
tloes not excuse us from taking measures today to try to correct it. 
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Frankly, a sophisticated system of 1984, whether it is computerized 
or otherwise, depends upon the information you feed into it. 

Now, l\ir. Coliyer, I really am deeply concerned that we are not 
making, and I realize you haven't been there too long, the kind of 
progress I think is essential, and I want to make it very clear to you 
that this ·administration and this subcommittee is going to continue 
to monitor this. We are going to have further hearings, except next 
time, unless we become confident progress is going to be made. we are 
going to have the Secretary of Labor come before us and testify. 

I will ask you to give us a progress report every 3 months. We will 
send you a letter detailing some of the information that we would 
like. I would ask you to advise us on a quarterly basis what kind of 
progress is being made. I intend to not only submit the results of the 
hearings today to Senator Nickles and others, but to OYB who has 
the responsibility for management, to have them look into it because I 
am concerned that we are not doing everything that needs to be done to 
insure that this program is properly administered. 

I am not satisfied with the kind of progress that is being made. I think much more remains to be done. 
Mr. COLLYER. We will certainly concentrate our eiIorts and will 

cooperate with the staff of the subCommittee to every extent possible. 
Chairman ROTH. "Ve will leave the record open for a couple of 

days in case other members of the subcommittee llave written questions that we will ask that you respond to. . 
The subcommittee is in recess. 
[Whereupon, at 12 :40 p.m., the subcommittee recessed, subject .to call of the chair.] 

[Statements of Mr. Cox and Mrs. Hainer; Mr. McBride, and Mr. Collyer follow:] 

iWprym 
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APPENDIX 

PREPARED STATEMENT OF 

HOWARD W. COX, NER STAFF INVESTIGATOR STAFF COUNSEL i & KAREN A. HAI , 

Mr. Chairman an , d Members of the Subcommittee: 

Mr. Chairman, you asked the Permanent Exactly one year ago, 

I b'lity of the federal ' • (PSI) to assess the vu nera I Subcommittee on Investigations 

. to fraud waste, and abuse. Eight months ago PSI workers' compensation program , . 

' , d the Members of this Subcommittee. ted its investigative findings to you an 

presen 'h Id last July it was clear that the Department of Labor's Office of 
At the hearing e, 'avarious and 

k 'CompensatIOn Programs ' (OWCP) does not protect Itself from 

Wor ers d' I viders from fraudulent claims submitted by federal workers, criminal me Ica pro , , 

b d by inefficient and costly administrative practices. or from waste re 

M Chairman, you advised From the beginning of these hearings last July, r. , 

. our intent to momtor follow-t f Labor representatives that It was y 
Departmen 0 , You expressed 

ect the ser10us problems in thiS program. 
through steps taken to corr " d by the Department 

hat every corrective action promise 
your grave concern t t you noted that in looking 

off in the future at some later date - ye 
seemed to be d'fficult to see what real 
back five years to reforms sugge sted in 1976 that It was I 

has been made in Instituting internal controls. progress • 

t eport to you again that, although some progress towards 
Now we mus r , that 

' f d and waste has been made, It appears ' t ctions against rau 
implementing pro e " d commitments to put 

k d on DOL's constantly recite more must be done to ma e goo 

this program in order. 

f attacking fraud and abuse, We will highlight several recommended ways 0 "ders 

chanism for medical service provi in/debarment me 
such as an internal suspens 0 films processing, and 

din the medical aspects 0 c a 
and a comprehensive policy regar g t to resolve these 

' inability of the Departmen 
then demonstrate the continuing b k romises has its 

hi l'tany of ro en p I We will also demonstrate that t s I ssues. 

d 11 losses (Exhibit 1) consequences in program 0 ar • 

I d to spend substantial time ' the staff has cont nue 
Since the July hearings , f om the Boston 

nt almost two full weeks working r 
on this project. We have spe . d I 'mant files, and we have 

' d ver three hundre c al district office, where we revlewe 0 
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visited the Dallas and Philadelphia district offices as well as the two offices in the 

Washington, D.C. area. We have contacted, either by phone or in person, every 

district offic~. Numerous claimants and federal agency officials who participate in 

the workers' compensation program have been interviewed. 

DOL SUSPENSION AND DEBARMENT AUTHORITY UNDER CURRENT LA W 

At our lelSt hearing we highlighted the fact that if a physician defraUds 

the government, and is convicted of that fraud, the Department of Labor will only 

exclude that physician from participating in the federal workers' compensation 

program if he is stripped of his license to practice medicine. Representatives of 

the Labor Departmtmt testified that a sUspension/debarment system based on the 

provider's prior criminal conviction had never been formally proposed to the 
Secretary of Labor. 

The Department of Labor program admi~lstrators who testified, however, 

speculated that a suspension/debarment system could not be developed under 

current regulatory authority. 

In an effort to clarify this testimony, Chairman Roth wrote to the 

Secretary of Labor to inquire whether the Department, under current law and 

regulations, has the authority to deny or exclude medical providers from 

participating in the fe,deral workers' compensation program. Secretary Donovan 

responded the Department did not have authority, although the matter was to be 

studied further. Last Friday, March 26, 1982, Secretary Donovan wrote to say that 

he now agrees the Department has authority under current laws and regulations to 

suspend and debar convicted doctors. However, the Secretary noted that specific 

legislation covering this issue would aid the Department. 

In the seven months since Secretary Donovan notified us that his legal 

counsel would research suspension/debarment authority, the Department of Health 

and HUman Services (HHS) has continued to suspend and exclude Medicare 

practitioners under 112 IJSC §139.5. And it has come to our attention that in at 

least one instance an ost'~opath found not gUilty by a jury of Medicare and Medicaid 

" 

-
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fraud was nonetheless administratively barred from Medicare by HHS because his 

billing procedures were considered sufficiently irregular to warrant action. 

(Exhibit 2) 

The Department of Labor has made clear to the Subcommittee its 

longstanding view that the Secretary's authority under the FECA statute to 

determine "qualified" physicians must be extended to all except those providers 

whose licenses have been revoked. But, as Senator Cohen pointed out during our 

last hearing, physicians' licenses are rarely revoked - criminal convictions 

notwithstanding. Moreover, both Senators Cohen and Rudman emphasized their 

view that it is unconscionable for the Department to delegate to professional 

societies Its responsibility to the American taxpayer to control abuse. 

IMPROPER RELIANCE ON MEDICAL SOCIETIES 

Since the Department of Labor relys solely on the medical profession to 

rid itself of abusive providers, we have examined the track record of these 

societies and their actions to revoke medical licenses with respect to the three 

doctors cited at our last hearing. The information we obtained leads us to observe 

that self-regulation by the medical community is inadequate to protect the 

government's interest. 

Our previous investigation into fraudulent providers in this program 

concentrated on the treatment and billing procedures of Dr. Allen Josephs, a New 

York osteopath. Dr. Josephs, convicted of private insurance-related mail fraud, 

was serving his sentence in a federal penitentiary at the time of our last hearing. 

No action to revoke Dr. Josephs' authority to practice medicine was initiated until 

after his release in January, 1982. During this past month, the Board of 

Professional Medical Conduct in New York held a hearing to consider revocation of 

Dr. Josephs' license. The decision of the Board has not been made public to date. 

Additionally, the state workers' compensation board, acting on a recommendation 

from the New York Osteopathic Society, formally revoked Dr. Joseph's authority 

to bill for treatment provided under the state workers' compensation law. Yet in 

Dr. Josephs W'hlch came to light at our last hearing, the spite of the abuses by 
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Department has taken no action to limit his participation in FECA. 
If the Board 

of Professional Medical Conduct does not revoke 
his license, Dr. Josephs wlll 

remain free to continue participating in FECA. 

Another doctor whose activities we discussed, 
Dr. Richard KOl1es, pled 

to over 60 counts of FECA and insurance-related 
gUilty 

mail fraud. He was 
recently sentenced to seven years confinement and fined $300 000 D K I 

, • r. ClIles a so 
agreed to repay $500,000 to the federal government to settle a civil fraud suit. As 

a corollary to his plea agre D 
ement, r. Kones agreed to voluntarily resign all of his 

state medical licenses. But it would appear that the courts h 
ave no power to 

~nforc~ this aspect of the agreement and in the six months since Dr. Kones entered 

mto thIS agreement with the 0 ' 
g vemment, hIS record of voluntary resignations is 

spotty. We checked with each of the states in which Kones was licensed and found: 

* 

* 

* 

* 

In fiVe states the board f d' 
, Some Ical examiners revoked his license 

based on his request. 0 K 
r. ones can reapply to each state after a 

ce.rtain period, but his file will contain conviction records and 

related information. 

One state revoked the doctor's license "without prejudice". 

Dr. Kones' registration (authority to practice) has been revoked in 

one state, but his license has not been removed. 

Two states have not taken action against Dr. Kones. 

But more importantly 0 K ' 
r. ones, convIcted of perhaps the largest FECA 

fraud scheme in the history of the f d 
, , e eral workers' Compensation program and the 

recIpIent of one of the stiffer criminal penalties meted out to a physician, has not 

been formally barred by DOL Th I 
• e on Y constraint upon his ability to practice 

FECA Is the fact that he is in a federaillrison. 

We must also note that th ' 
ere IS no formal system of notification by the 

Department of Justice to ed' I " 
h mIca SOCIetIes and state boards of medicine to inform 

t em of criminal proceedings against member physicl'ans. 
As several professional 

groups related to us, they usually learn of such 

newspaper". actions "by scanning the 
Thus, it was only th h h 

roug t e perseverance of the Assistant U.S. 

A ttor~e~ prosecuting the case that state medical boards and the American Medical 

ASSOCIatIon learned of the criminal convictIon of 0 K 
r. ones. 

"-----"-----.''''"''"'.~-' "~. 
47 

In the case of Dr. Thomas Dent, another physician we ,spoke of at our last 

hearing, the same sense of seriousness was not reflected in the actions of those 

responsible for removal of his license. Dr. Dent, convicted in the U.S. District 

Court for the District of Columbia In June, 1981 for FECA and mail fraud, 

received a suspended sentence. At the time of sentencing the court, under District 

of Columbia law, had the power t~ revoke or suspend Dr. Dent's license but failed 

to do so. No recommendation was forthcoming from the U.S. Attorney's office­

not even a reccrnmendation for suspension. Medical licensing authorities in the 

District of Colombia indicated to us they were not aware of Dr. Dent's conviction, 

so they had not recommended license revocation to the sentencing court. We spoke 

to the same licensing authorities again in February, 1982 to ascertain what, if any, 

action had been initiated against Dr. Dent. While we were told again that no 

referral regarding Dr. Dent's c()nviction had been made by the U.S. Attorney's 

office, we were also infQrmed by the very same Individuals to whom we had spoken 

earlier, that no one recalled hearing anything of Dr. Dent or his conviction. We 

were assured, however, that based upon this Information, proceedings against Dr. 

Dent could begin forthwith. To date, no further action has been taken. 

Apparently, Dr. Dent's FECA conviction does not preclude him from 

participating in the federally-funded workers' compensation program. Barely two 

months after his conviction, he submitted a bill to the Labor Department for 

treatment rendered to a federal worker. (Exhibit 3) DOL's district office promptly 

paid his bill within five weeks because, as the district director explained to us, "the 

law says all bills have to be paid." 

Ironically, the district office should not have paid this medical bill, 

irrespective of the treating physician's history, because the claimant switched from 

one physician to Dr. Dent without prior DOL approval. There was an additional 

administrative oversight in that two completed medical authorization forms were 

in the claimant's file. These administrative errors seemingly went unnoticed by 

DOL's district office. 

The need to exclude abusive medical service providers is further shown in 

two other examples. We recently completed an examination of the medical 

services provided to a large New England Postal Service facility. The physician 

who provided the largest amount of med; cal services to postal employees injured 
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on the job was a doctor who was formerly employed on a part-time basis by the 

Postal Service. The physician was hired to provide first aid and work-related injury 

treatment to postal workers; he was employed by the Postal Service over four 

years and treated hundreds of postal Workers during that period. 

Under DOL rules, an injured employee may be treated, for a work-related 

injury, by a government doctor or a private physician of the employee's Own 

choosing. In this particular case, many postal workers would elect treatment by the 

postal physician in his capacity as a government doctor. The do~tor would treat 

postal workers as a government doctor and be paid by the Postal Service for such 

treatment. The physician would then (as an authorized Postal Service official) 

execute a Department of Labor form which obligates the government to pay for 

priVate medical services-services which he would indicate were to be provided at 

his own private office. The doctor would then bill the Department of Labor for all 

treatment rendered at the postal medical facility as well as the treatment 

rendered at his private office. This practice continued until the doctor resigned 

while under investigation by the Postal Inspection Service. 

This situation allowed the physician to, in effect, award a contract to 

himself to provide private medical services to postal workers at government 

expense. The physician then provided many of these services on gove~nment 
facilities, while he was paid to provide these same services as a government 
employee. 

No one at the Department of Labor ever noticed that the authorizing 

postal official and the treating physician were one and the same person. 

Additionally, Postal Service personnel regulations did not specifically address this 
conflict of interest. 

Although two years have passed since the physician resigned, the Postal 

Service has given little, if any, attention to tightening up its conflict of interest 

regulations as they apply to employee physicians. It should also be noted that we 

have spoken with officials at the Department of Defense, Veterans Administration 
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ee Valley Authority. and Tenness 'd 'In house medical staffs to provide All have pal, -

, mpensatlon services to injured workers. workers co , The problem the Postal Service 

, t in any of these agencies. experienced may eXls 

, the Postal Service doctor we have referred to now has a 
In the meantime, b t tial number of postal 

e continues to treat a su s an 
private practice, and h 't ting the largest percentage of injured 

' f two physicians rea 
employees. He IS one 0 , , , dicted in 1980 for 

The second phYSICian was 10 k in that area. postal wor ers 

not been tried as yet, and the state 'e This physician has 
distributing cocam • d or revoke his license. 
licensing authorities have taken no action to suspen 

MEDICAL COST CONTAINMENT EFFORTS 

, ted to DOL's failure to issue and use ' am have long polO 
Critics of thiS progr 'd practices. The 1976 

' contrary to accepted industry-wI e 
medical fee guidelmes as ensatlon offices be provided 

ort recommended that DOL comp 
owep Task Force rep Sh' ld private carriers, and the 

h as the Blue Cross/Blue Ie. 
wi th fee schedules suc ., he time. Again in 19&0, 

dules already 10 eXistence at t 
Veterans Administration sche t f loss vulnerability, program 

s ector General's asscSSmen 0 , 
in response to a DOL In p fees for bill payer use 10 

rovide schedules of customary 
officials promised to p 'tself a three month 

s of charges. Although DOL gave I 
determining reasonablenes d' tdct offices, this promise was 

I schedules for the IS deadline to identify and obta n 

never fulfilled. 

Subcommittee last July that 1.. presentatives told the 
Instead, DO re , I d district offices are 

, the use of fee s.::nedu es, an 
current procedures do not reqUire . of bills. The "more 

, h routine processmg 
not utilizing fee schedules 10 t e Id would include 

the Subcommittee was to , 
sophisticated" automated system, , d would be operational 

. te ral part of its deSign an 
customary fee schedules as an In g . a in medical bills according 

fflees would contmue p Y g by FY 81f. Meantime, district 0 . P " 

and reasonable by owe • to "what is considered necessary 

'y district office what criteria it uses to We have recently asked ever dldl dmitted 
. All of the offices can Y a reasonableness of medical bills. determine 

a"WE ..... 
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that no fee h d I 
• sc e u es or procedural Instructions h d 

national office. Almost all of h ' , a ever been received from the 
t e district offices could no 

When a medical bill wit recall a single Instance 
as re used for bein t ' 

g co high or unwarranted. 

Only three out of sixteen 

schedule 'to refer to in' , 
district offices even have copies of a fee 

Judging the reasonableness 
schedule in one office ' , 

of medical fees. The fee 

Given the inflation rate of medical 
IS over five years old. 

costs, its value .is questionable. 

NATIONAL OFFICE DIVISI 
ON OF MEDICAL SERVICES AND STANDARDS 

The national office Div' , 
IS!On of Medical Services and Standards (DMSS) 

was first established and staffed 
in 1980. It was org '~d 

medical standards d anl·.e to provide uniform 
an procedures as II , we as professional ' , 

for district medi I supervlSion and traIning 
ca personnel in order 

functions. Th to enhance consistency in the medical 
e need for this office h d 

internal and' a been clearly established in numerous 
congreSSional studies. 

By July 1981, both physicians 
, hired just eIghteen months before to 

operate the DMSS had r ' 
D ,eslgned. No mention of this fact was made 

epartment of La!>;)r in its test' by the 
PSI . , Imony before the Subcommittee last July 

was told that DMSS h • Instead, 
ad developed and implemented a number of med' I 

guidelines to facilitate claims d Ica 
technical and eve10pment and adjudication, that it had provided 

expert informat' 
complexities of adjud' t' lon, and that It would shortly issue directives in the 

lca Ing occupational disease (".ases. 

We spoke with Dr W r . • y Ie Slagel, the former DMSS dir . 
private practitioner In Mem ' ector who IS now a 
failure ' phiS, Tennessee. Dr. Slagel attributed much of DMSS' 

to produce coheSive medical policy to those who 
d h 

had created the division 
an ired her. She told the Sub ' committee staff: 

"It soon became apparent to ' h 
. ,me t at my position was created as "wi d 

dreSSing" t d' n ow o IspeJ criticism of the Off' f Ice 0 Workers' Compensation 
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Programs ... no attempt was made to introduce me to district medical 

directors in other parts 0:1 the country, and telephonic communication 

with my counterparts In district offices was not encouraged ... " 

Immediately before her departure, Dr. Slagel prepared a list of actions 

initiated, but not resolved, to respond to many medical policy needs. DMSS was 

limited to recommending policy changes and actions; final resolution of pending 

issues continued to be in the jurisdiction of f.ederal compensation program 

managers. 

Of the numerous proposals and draft guidelines submitted by Dr. Slagel, 

all of the substantive issues have yet to be resolved by the Department. Pollcy to 

be enacted covers such topics as: the conditions likely to require vocational 

rehabilitation, psychiatric examinations for depression, second opinions from 

consul ting physicians, and handling of conflict of medical opinion in cases involving 

chiropractors. Dr. Slagel also recommended changes in the forms issued to 

treating physicians and proposed that performance standards for district medical 

directors ~ adopted. Finally, Dr. Slagel submitted an October 1980 draft 

pamphlet, "General Information for Physicians," to be issued so that treating 

physicians could better understand workers' compensation under the Federal 

Employees' Compensation Act. 

Our check on the status of these recommendations shows not one has been 

adopted or implemented in the eight months since Or. Slagel and her colleague 

resigned from the division. The Department of Labor advises that each project 

reqUires the invoivement of a physician; no further action can be taken until a 

medical director is appointed. 

What has prevented the Department of Labor from hiring replacement 

medical staff for the DMSS? Chairman Roth asked the Secretary of Labor about 

the DMSS staff in his August, 1981 letter to the Department. Two medical 

directors were authorized for that division, the Chairman was advised, and DOL 

was actively seeking recruitments. We Inquired as to hiring progress In November, 

1981 and were Informed that n selection panel had been established to consider 

several candidates. In February, 1982 we asked the Department of Labor if we 

could meet with the new DMSS medical staff. No staff had been hired, we were 

\ 

I' 



52 

advised a d , n no further act' Ion was planned b 
unavailable. Since' ecause funding for the positions was 

we questIoned the validit ' 
fact that a select! y of thIS explanation, in view of the 

on panel had already met t 
subsequently informed us that th ' , 0 review candidates, DOL officials 

e POSI tlOn was 
meeting. reannounced on the day after our 

stated: 

All of this h 
as oCcurred long after a 1978 House Approp' , 

natIOns report 

"While recruiting diff' l' 
ICU tIes were cited as the main 

filled more positio h reason for not having 
ns, t e Investigative Staff 

h 
sensed no feeli f 

on t e part of OWCP ng 0 urgency 
, about the immediat 

hie need for addit' 1 
e p ... we believe that th 1 IOna medical 

, e onger the buildup of OW ' 
IS put off, the m CP medIcal resources 

ore the program wilJ continue 
inefficiency." to invite abuse and 

IDENTIFICATiON OF 
UESTiONABLE MEDICAL PROVIDER PRACTiCES 

Department of Lab ' , 
or offICIals testified at 0 ' 

automated system was b' d ur hearing last July that an 
elng eV'~!Qped to identify pattern 

provider practices. Su h s of questionable medical 
c a system was to be in eff 

identify questionabl' ect by October I, 1981. It would 
e prOVIders based upon certain criteria 

which would indicate 
1982, this automated system' 

IS not in pia I ' 
response to this S b ' ceo n hIS 

u Committee's letter Sec 
to develop information wh'ch ' retary Donovan promised 

I would enable district off" ' 
providers. This informatio Ices to Identify questionable 

n was to be disseminated by October, 1981. 

Possible abuse. As of March, 

August, 1981 

,"" 

Our survey of d' , Istnct offices ind' , , Icates no office h 
gUIdelInes or directions from the nati a! ' as received such 

on offIce. More than h 1 
spoke with receive indiv'd I a f of the offices we 

I ua reports of service frequenc 
prOViders; however, none of th ' Y and charge amounts by 

e offIces received d' , 
what steps to take t' , any IrectlOn from national on 

o investIgate and eliminate an ab' , USlve prOVIder. 

, , 

A few of the district off' 
Ices we communicated with h ' 

their own initiatives to ide tif' ave Informed us of 
n Y questIOnable medical ' 

example, in Boston ma' prOVIder practices. For 
, nagers and claims examiners to 

"suspect" physicians h gether compiled a Jist of 100 
w ose treatment earnings from 

federal compensation 
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exceeded $10,000 last year. We chose one of the doctors included on Boston's 

"suspect" list and reviewed almost 1.50 claims files in which he was the treating 

physician. This particuiar physician is responsible for treating 7.5 percent of the 

federal workers injured at one major Department of Defense facility. The majority 

of patients, who typically suffer back ailments, are enrolled in the doctor's own 

treatment center where they may be subjected to such things as "dance therapy", 

"nlltrition counseling", or "family therapy". In a few cases, the Boston office has 

discovered that patients were working and not reporting earnings while at the same 

time this doctor verified their total disability for compensation purposes to the 

Department. Despite the innovative activities in Boston and a few other district 

offices, the substantive issue continues to be unaddressed by the national office -

what actions should be taken once abusive or questionable provider practices have 

been identified? Not all medical practices or providers identified as questionable 

iend themselves to crimina! investigation. In those cases where administrative 

action could suffice, there is a need to establish procedural guidelines to assist the 

district offices. 

As we exhibited at our last hearing, state and federai iaw enforcement 

agencies, and the Health Care Finance Administration, are already engaged in the 

identification of fraudulent and abusive medical practitioners. In response to 

Chairman Roth's recommendation, the Labor Department informed us eight months 

ago that it was developing formal mechanisms to obtain information on such 

providers from these agencies. Yet, as far as we are able to determine, no district 

office has been provided with another agency's listing of fraudulent or 

administratively-sanctioned providers. 

One regional administrator from New York tried to obtain the Health 

Care Finance Administration's list of suspended/excluded doctors. In an action 

which deserves some mention for initiative, the regional administrator wrote to the 

national office to request that it obtain and distribute the listing to the districts. 

P.eadquarters responded by thanking the administrator for his efforts to discourage 

fraud and abuse, but suggested that he write to the Department of Health and 

Human Services himself for the listing. (Exhibit 4) 
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This same regional official also .Jbtained a listing of SanctIoned physicians 

from the New Jel'sey Board of Medical Examiners. To determIne whether any of 

the doctors on this listing are federal workers' cOmpensation practitioners, the New 

York administrator wrote to the IRS to inquire if employer identification numbers 

(EINs) could be obtained for certain phYSicians. As we pointed out at our last 

hearing, the EIN is the key element needed for computer retrieval of medical 

provider data. IRS responded that EIN informatIon Is confidential and cannot be 

provided randomly for a listing of providers Unless DOL verifies, on a case-by-case 

basis, that such information is needed in an ongoing criminal investigation. 
(Exhibit 5) 

DOL's insistence that computer-stored information be retrieved by EIN, 

rather than by provider name or address, continues to hinder program 

effectiveness. Promises were made in response to an Inspector General report of 

1980 that DOL would verify medical provider EINs with the IRS. PSI was also 

assured last year that the Department was working with IRS to match its EIN 

provider files to IRS' files for validation. The problem of multiple EINs used by the 

same provider was to be explored with IRS. Since that time the IRS has remained 

firm in its position 'that EIN information is confidential and could not be shared 

with DOL. Of Course, abandoning the EIN as the tracking element In the program's 

computer, and replaCing it with a verifiable number, would solve all of DOL's 

problems - with IRS privacy restrictions and multiple usage. 

YERIFICATION OF MEDICAL SERVICES 

In February 1981, the Inspector General recommended that DOL provide 

FECA claimants with a statement which would set forth all medical services which 

had been paid under their claim. Fur~her, the statement would require the 

Claimant to verify these services. This action would serve to. alert both the 

claimant and the Department of Labor to any false billings by the medical service 

provider. At our July hearing, Department of Labor officials testified that a 

medical verification reporting system, neWly installed, was expected to reduce the 

loss due to payment for services not actually performed by treating medical 
providers. 
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I Roth In August, 1981, the • I by Cha rman subsequent question ng dl I 
Upon for verification of me ca d PSI that a program 

Secretary of Labor informe uld be Implemented by the end of calendar 
d development and wo dical 

services was un er 'h 1982, the verification of me 
tus check In Marc , 

1981. As of our last sta f its own initiative, however, the Boston 
Is not operational. 0 random 

services program 'd' 1 verification statements to a 
b an sending me Ica 

district office recently eg • ith this program is not sufficient to 
sampling of claimants. Boston's experience w 

be assessed. CONTROLS FOR BILL PAYING CLERKS 
TRAINING AND 

d DOL's lack of supervision d idence which showe 
We previously presente ev I of medical bills which 

' s We cited several examp es 
bill payment function. I ks without scrutiny or 

over ald by low grade c er 
routinely stamped and p h each clerk ultimately has were lIy provided; t us, 

tent was actua f Labor verification that trea m ally In July, Department 0 
f dollars annu • 

the authority to disburse millions 0 blll paying clerks was in the design 
, at a training course for 

officials testified th 15 1981 

stages and wou Id be operationa I by October, • 

last week, and found district office as recently as 
We checked with each he course of our survey, we 

been implemented. In t 
that no such training course has nnel varies considerably from 

umber of bill paying perso and 
also discovered that the n , ithout full-time assistance 

i operatIng w ' Ith some reg ons region to region, w k 

• 'eleven or sixteen c1er s. others functionIng with 

t of Labor I f the Departmen Ice of Inspector Genera 0 'ent 
Furthermore, the Off t Is over the bill paym 

itlcal of the con ro 
report which was highly cr , D.C. district office, where a issued a In the WashIngton, 

Following an Incident led $50 000, the Inspector function, and embezz , 

k manipulated the system '11 DOL officials 
bHl paying cler ments In the payment of bl s. 

General recommended improve d d 'mprovements had been made. But the 

responded by stating that the recommen e I nts was recently dramatized by 

make these Improveme rou of 
failure of the Department to DOL officlals noW admit, a g p 

in another district office. There, 000 In FECA funds. This an incident Ii over $300, 
d d in embezz ng 

blll paying clerks succee e d Jury Investigation. 
bJect of a gran matter is currently the su 
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LOW BACK PROJECT 

This project was designed to test forms and procedures to expedite 

processing of low back injury claims to increase the return of employees to the 

wo~k force, and to decrease the cost to the government of lingering low back injury 
cases. 

Low back claims account for approximately ilO percent of the federal 

compensation claims received nationwide. AdjUdication of these claims is 

complicated by the medical community's uncertainty and differing opinions on 

diagnosis and treatment. A DOL-contracted study of low back injury cases showed 

that low back claims are handled poorly. In over ilO percent of the cases, for 

example, the first claim was approved without a history of symptoms; almost 15 

percent were approved without evidence that the claimant underwent a physical 

examination. Even where medical reports were present in files, documentation of 

causal relationship Was inadequate. Therefore, DOL developed a project to 

monitor employees with low back injuries and to promptly refer to orthopedic 

consultants those who will be away from work more than 30 days. 

Department representatives testified before a House committee in May, 

1981 that the low back project was operating in the Washington, D.C. district 

office, and that the U.S. Postal Service as well as the Government Printing Office 

participated in the project. It was also stated that the project had been expanded 

to the New York and San FranCisco district offices. When asked to assess the 

impact of the project, a Labor Department representative asserted: 

"After we started it ... the claims dropped about 50 percent ••• I had a call 

from the Government Printing Office. They asked me, ' ••• what did you 

do? All of a sUdden there is a drop in reported injuries.' We had the same 

communication from the Postal Service. They noticed it immediately, 

that there was a drastic drop in reported injUries for back cases when we 
started that project." 

Again in July, 1981, th~ Labor Department informed PSI that it was 

"particularly enc~uraged by the initial results of the lower back project ••• A by­

product of this effort is a sUbstantial reduction of the potential for abuse." 
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in monitoring back d with the Department's success Initially impresse b 50 

k t' a1 that claims were reduced y e became somewhat s ep IC 

injury cas\)s, II' h lad Just six postal workers 
d that in an eighteen-mont per , t when we learne , . . d A 

percen . . 0 kepticism proved justlfle • to conSUlting physIcians. ur s 
had been referred . tty confirmed by DOL, shows: 

• f the history of the low back proJect, recen review 0 

" 

" 
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1980 at the Washington, D.C. district The project began in July, . 

referred for specialist exammations office. Six postal workers were 

b 1980 the project was abandoned within two months. But by Octo er, • 

t now tells us, staffing limitations and due to, as the Departmen . 

procedural problems. 

in January, 1982. 

The program was reinstated In the D.C. office 

begin participating in the project until San Francisco did not even 

th after DOL's testimony before the House. June, 1981, one mon . 

New York has never been a participant in the proJect. . 

. h never been a participating The Government Printing Office as 

agency. 

Presented to both the House t the time testimony was 
In summary, a • d cing back injury claims 

D tment's success rate m re u 
committee and PSI, the epar . I DOL epresentatives overstated 

I Additional y, r was measured by six case examp es. 

the scope of the project. 

to expand the study t d that DOL's capacity 
It should also be no e me district offices 

ffl'clals limited because so d' to program 0 , 
nationwide is, accor mg OL dmits that unfilled 

' edical directors. Similarly, 0 a 
do not yet have full-time m . , Medical Services and 

. the national office DIVISion of 
physician pOSitions at . h as this project. 
Standards continues to hamper exp ansion of medical studies suc 

AUTOMATION OF CLAIMS PROCESSING 

me 't and efficiency of the the manage .. DOL's attempts to improve ifi d as 
ram need ident e i ue to move slowly. The prog , 

compensation program cont n d f full Implementation 
h 'd 1970s automation, is schedule or most urgent since t e ml - , 
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in FY 84 -- fully five years later than Department officials first promised. In 1978, 

DOL testified before the House Appropriations Committee that full automation 

would be implemented in FY 79. 

Full automation was not implemented in 1979. Instead, Labor officials 

appeared before the Senate Appropriations Committee in 1980 and requested $1.5 

million in supplemental funds for the second phase of computerization. Finally, 

when they testifed before PSI last July, compensation program officials promised 

that automation would be complete and operational by FY 84 __ a date far enough 

in the future that Chairman Roth remarked: "I suspect they may also think that by 

that time we will either be gone or the matter has been forgotten." 

PROGRESS 

On the positive side, there has been program innovation at the district 

office level. During the Course of our field work we came across examples of 

program managers and their staffs attempting to address the complexities of 

claims adjudication, as well as fraud and abuse issues, independently. In Dallas, for 

example, claims supervisors and examiners work with bill paying clerks on teams, 

so that the team handles a claims file from Initial processing, to adjudication, to 

long-term monitoring. The Boston district office, too, has developed a project 

which has enormous potential for cost savings: claims examiners select long-term 

cases, which meet certain fraud potential criteria, and then refer these cases to 

wage/hour Investigators so that a face-to-face interview with the claimant can be 

conducted. Some 70-odd cases have been reviewed in the Boston region, using 

small expenditures of wage/hour staff, for an annual savings of several million 

dollars over the life of these claims. 

This project has now been expanded by the national office, at one man­

year per federal region of wage/hour inspector's time. In order to expand the 

project, Boston district personnel were asked to train district staff across the 

country in wage/hour investigative methods. 

Mr. Chairman, we believe that our Investigation has shown that the 

serious managerial weaknesses which exist in the operation of FECA result in 

costly and unnecessary payments. Many of the problems which we have identified 

---
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were cited repeatedly by other Internal and congressional studies as administrative 

deficiencies. It would appear that, unless the Department of Labor is prepared to 

make a serious commitment at this time to correct these problems, there is little 

hope of improvement. 
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lac~ of fOllow_up on requests for medical reports and lack 

of referrals for impartial medical examinations: 

inadequate efforts to detect unreported income; 

insufficient or conflicting information in files; 

inadequate investigation of injuries by employing agencies; 

inadequate follow_up by emploYing agencies to help control 
compensation costs: and 

inadequate attempts to rehabilitate and re-employ injured 
employees, 

As a result of the initial reView, approximately ~35 of the 1,810 

files reviewed were identified as needing additional scrutiny'or 

investigation by the employing agency and 827 files were referred 

to OWCP for fOllow_up attintion due to identified administrative 

discrepancies, To date, OWCP has terminated or sUspended benefits 

to 67 claimants resultin~ in saVings of approXimately $630,000 

annu~lly, Considering that the average claimant is on the 

periodic rolls 16 years, the future cost avoidance to the 

g.wernment Would be in excess of :$10 million, 

In lig~t of the findings, we expanded this effort to cover the 

remaining 14 OWCP District Offices. The National fECA file Review 

Project began in September 1981, and the ini tial file reviews were 
completed in December 1981. 

Prior to the actual review at each OWCP District Office, OIG and 

DWCP provided a 12 hoGr course of training in fECA to those 

employees from the participating agencies who were to perform the 

file reViews. ApproXimately 190 employees from seven federal 

agencies were provided the instruction, This was mandatory 

training to ensure valid re~ommendations and assessments as to the 

current condition of files reviewed. This training, coupled with 
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actual participation in the file reviews, has helped to create a 

much greater awareness in the employing agencies of the magnitude 

of problems that exist in the fECA program. 

The administrative shortcomings in the processing and management 

of clai~s. th~t surfaced in the Atlanta Project were again found in 

the nationwide review. As the attached chart shows, we were able 

to physically revi~w in excess of 10,000 periodic roll cases, 

OWCP is required to issue and receive form CA-l032 on a yearly 

basis for each claimant. This form requires the claimant to 

report all e~ployment during the past 12 months, or since the last 

form was file9, to inClUde self employment and/or periods of 

unemployment.' Thus,' it is a key document in proving intent on the 

part of the claimant in concealing outside employment while 
drawing fECA benefits. It also !ddresses the possibility of any 
change in dependents status. 

reflect a current form 1032. 
A total of 2,920 case files did not 

h t are 4,077 cases where the medical Also reflected by the c ar 

information in the file, or lack of medical information, was 

questioned by the reviewer. Clearly this is the most difficult 

area to assess and s~bJect to considerable interpretation. In 

each case there should be medical justification (reports, exams, 

past 12 months for continuing the claimant etc.) issued within the 

freq uently, the reviewers discovered on t~e periodic rolls. 

the files contained old medical reports, conflicting medical 
that 

opinions, the need for an independent medical exam and failure by 

OWCP to follow-up on delinquent medicalrepo~ts. The Postal 
Service even discovered 28 cases where was it bel'ng charged for 

the compensation costs when, in fact, the employees worked for 

other agencies. 

of closer scrutiny and/or A total of 676 files were deemed worthy 

The employing agency was investigation by the employing agency. 

and advise us as to the number of to review these files 

l'nformation iS,not yet available investigations opened.- This 

although we are awa~e of many cases being initiated. for eXample, 
as a result of the New York review, the Postal Inspection Service 

has initiated 50 criminal investigations. 

, . 
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To date, OIG has received notification from OWCP that they have 

terminated benefits or performed loss of wage-earning cap~cities 
(LWEC's) in excess of 100 cases that were reviewed during the 

nationwide project. For example, Oal1as OWCP has terminated 10 

claimants resulting in a yearly, savings of $153,322. Oenver OWCP 

has terminated 5 claimants resulting in a yearly savirgs of 

$62,855. Philadelphia OWCP (incluces Washington, D.C.) reports 

six actions resulting in a savings of $57,746. Chicago OWCP 

(includes Cleveland) reports 90 actions tesulting in a savings of 
$1,022,225. 

Dat~ from the other offices are being compiled at this time. Many 

hUndreds of necessary correct~ve actions have been identified and 

are being acted upon. When results aFe obtained, a tremendous 
savings should be realized. 

What is particularly disturbing is the obvious inability of OWCP 

to maintain current files. Our review disclosed th~t the'smaller 

OWCP District Offices such as Denver, Seattle, Honolulu, Kansas 

City did a better job of handling their case load. More serious 

problems were found in the larger offices such as New York, San 

Francisco, Chicago,' Cleveland, Dallas, Philadelphia and 

Virtually ~ll of the OIG's FECA cases which have resulted in 

sUccessful prosecutions are thos~ of unreported income by 

claimants. This type of case is easily identified, investigated 
and prosecuted. 

U.S. Attorneys are very reluctant to pursue a 

case when there is a dispute over the existence or extent of an 

injury. These cases frequently contain conflicting professional 
medical opinions or evaluations. Th f 

ere ore, we a!e devoting the 
majority of our investigative efforts to unreported income cases. 

To date, OWCP has not initiated any system to routinely identify 

unreported income. The identification of unreported income is a 

compliance function that coUld be easily implemented 
maintained. 
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Medical Provider Fraud 

Of the current $856 million in annual FECA expenditures, 

approximately $119 million is expended for medical services. In 

light of this substantial exp-enditure and in light of some 

egregious provider fraud cases with which this Subcommittee is 

familiar, we have devoted increasing attention to both medical 

cost and medical provider issues. Medical providers have been 

able to defraud the system because the FECA program lacks very 

basic management control devices.. For example, there have been 

instances when providers have charged claimants for treatments 

that were unrelated to their disability. Other ~chemes include: 

providers charging OWCP for visits that the claimants did not 

makej providers billing OWCP numerous times for the same treatment 

by using various identification numbersj and providers falsely 

certifying the condition of a claimant. Much of this medical 

provider fraud could be prevented if FECA improved verification 

procedures. 

I am also concerned that the program, on its own, has not taken 

more initiative to identify and to track physicians/practitioners, 

providers and other suppliers of health care services who have 

been suspended, debarred, excluded or terminated from 

participation in Government funded medical and benefit programs, 

such as Medicare end Medicaid. After this subcommittee's hearings 

last summer, a list of debarred physicians, which had been 

developed by HHS's Health Care Financing Administration was 

provided by us to ESA. In December 1981, ESA st.arted manually 

matching the list against the provider file for the Chicago 

District Office, the Washington, D.C. District Office #25 ~nd the 

Boston Office. 

The OIG has made other efforts to identify source information 

concerning problem providers. As a result of our review of the 

Longshore and Harbor Workers' Compensa on pro , , ti gram· we established 

contact with the Federation of State Medical Boards, ~ho provided 

us with a list of doctors who had their licenses revoked. We met, 

recently with the ESA who agree 0 use d t th e Federation's list as 
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one 'screening device to identify qUestionable providers. Also, 

under the auspices of the President's Council ~n Integrity and 

Efficiency, a Health Provid~r Fraud Initiative has been developed 

by HHS. As part of that project, HHS has made contact with ~he 
Insurance Crime Prevention Institute; information received by HHS 

will be shared with other Federal agencies. 

I would like to emphasize the need to 'establish and maintain an 

effective exchange of information between Federal and State 

agencies concerning fraudulent medical providers. I hope that ESA 

pursues this more aggressively in the future. 

In addition to the lack of a system for the exchange of fraudulent 

provider information, the Department's Office of the Solicitor has 

historically interpreted the FECA legislation to preclude 

debarment of any medical provider who meets the state _ 

established criteria for qualified physicians. As you know, I 

testified last July that OWCP, by regulation, should and could 

establish debarment procedures. While the Office of the SoliCitor 

now agrees that such authority can be obtained through 

regulations, the regulations are still not out. In the interim, 

the Department has propOsed legislation to clarify that FECA 

ObViously, while it is critically important to identify those 

phYSiCians who have been conVicted, of even greater Concern is 

preventing future provider fraUd in FECA. This can be 

accomplished by a vigorous investigative effort and by improving 

internal controls within FECA. In August 1981, our r~gional 
Special-Agents_In_Charge were instructed to contact regional OWCP 

offiCials to identify and investigate suspicious providers. As a 

result, 23 cases are now under investigation. During my visits to 

OIG field offices, I have emphasized the importance of this efrort. 

Also, a number of recommendations made in past OIG studies WOUld, 

if implemented, help to deter provider fraud and'to contain 

medical costs. For example, we recommended that OWCP develop fee 

Schedules of prOViders to assist OWCP's bill PaYment staff to 
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f f S DWCP recognized the limited determine the reasonableness 0 ee. 

of their current guidelines but has stated t~a! fee effectiveness 

schedules should be based Upon Usual and customary charges 

developed from their actual experiences with billing data. DWCR 
expects that the fee schedule will be an inte~ral part of their 

planne , , d FECA ADP system "Levei II," however, this system is not 

expected to be operational until October 1984. OWCP has stated 

that there MOU e pr Id b oblems in ful ly implementing the fee 

. the "Level II" svstem is operational. schedul e be fore J While a 
number of p,ilot projects and sues are t di now underway, I believe 
that ESA, should dO,wha ever t l'S possible to accelerate development 
of the fee schedule. 

I understand that FECA is considering adopting one of the 

recommendatio~s made in Dur report on the Black Lung program. We 

recommended that, when reimbursements are sent to providers, 

t i of the bills to verify that claimants should also be sen cop es 

they received serv ces. 1 If adopted, this should prevent some 
cases of provider fraud. 

Other FECA-Related OIG Work 

You should know that , we have gr,eatly increased our coverage of 

ESA. The OIG is now devoting ~bout 30% of its audit and 

In the past two years, investigative resources to ESA programs. 

our audit and investigative staff years devoted to ESA have 

doubled. 

I have already discusse some d current FECA work; we also have 
other activities underway, 

OWCP computer matching project was initiated at the A large-scale 

This project is designed to beginning of this fiscal Year. 

identify potentially fraudulent duplicate benefit and med~cal 

payments made by the DOL's FECA and Black Lung programs Bnd 

various ~ther Federal entitlement ~rograms. 

We will be completing five matches, of astive FECA periodic roll 

reCipients to compensa on . ti recipients in other Federal programs: 

. ".,. , , 
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the ,Departmept of Labor '5 Black Lung rolls; TVA's active employee 

and retirement rolls; DPM' 5 active employee and retirement rolls; 

the Supplemental Security Income rolls; and the VA's retirement 

disability compensation rolls. 

These 'matches have been designed to identify individuals 

improperly receiving dual compensation and/or retirement benefits 

from multiple Federal programs: For example, an individual 

receiving disability retirement payments from DPM or TVA should 

not be collecting any benefits from FECA. In ,these cases, simple 

verification that both payments are actually being made will 

r~sult in action to terminate paym~nts and criminal 

,investigations, where warranted. 

Other compensation matches involve programs where some overlap 

with FECA is permitted by eXisting legislation. These will 

require substantial veri fication follow-up to determine the exact 

nature of the dual benefjt. For example, an individual could 

legltimatei y be receiving VA disability compensation and FECA if 

the injuries are unrelated. 

FECA medical pa~~ents will be matched against those made by three 

other programs: the DOL Black Lung ~rogram; CHAMPUS (a DOD medical 

benefits program); and one state medicare program as a 

demonstration of potential o'verlap nationwide. "These' comparisons 

have been designed to identify potentially f 
raudulent multiple 

For example, it is 
billing by claimants, prOViders, or both. 

Possible that the same bill for the 
same service could be 

submitted to all four of the programs included and that all would 

pay. The ,results of these matches will require extensive 

verification work. We will also ~e attempting t~ identify 

patte~ns of medical payments or 'billings indicative of inflated 

billings,.billing for bogu; visits, etc. 

Our FECA matching activity, 

had been originally planned 
i~cluding verification of raw hits, 

for completion during this fiscal 
year. 

It no'w appears that at least a portion of the veri fication 

(, 
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process will extend well into the first Quarter of fiscal 1983. 

The level of resources and time required to comply with ~he 

extensive administrative requirements of the current DMB computer 

matching guidelines and a lack of available computer processing 

resources within the DIG have resulted in delays i~ the actual 

comput.r processing of data. Additional~y, verification of the 

massive number of raw hits expected to result from these matches 

will place a major drain on our audit staff. 

Finally, at our request, FECA completed a comparison of the 

periodic compensation,roll and medical payment fili to the ,Social 

Security Administration death file. We have a number of "raw 

hi ts'." While they have been preliminarily screened to identify 

the most probable improper payments, verification will be required 

in each case. FECA has agreed to complete this verification 

process but because of a lack of available staff reso~rces has 

been unable to provide any estimate of the time required. 

Currently, we either have on-going or planned' seven special impact 

audits concerning FECA. To highlight a few examples, one is a 

financial management review of the bill payment system, both 

manual and automated, to determine not only the adequacy of the 

internal controls in the system but also to determine if any fraud 

is occurring. In addition, we are reviewing the efforts being 

made by FECA with regard to Third Party Debt Collection 

procedures. As you are probably aware, one of the aims of the 

current administration and the Congress is to improve the 

Government's debt collection p,rocess. We believe that a large 

source of monies due the Federal Government is third party 

liabilities. A recent GAO study reviewed potential third-party 

liabili ty in FECA cases in three district offices and estima.ted 

potential collection at $4.7 million. We plan to look at the 

overall volume of this liability and urge the Department to take 

necessary collection actions. 

ESA's Implementation of Past DIG and GAO Recommendations 

I have previously expressed ~y concern about OWCP's responsiveness 

in implementing past audit recommendations. While Deputy. Under . 

. -, 
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Secretary CollYer has shown a sincere interest in this, the fact 

remains that the overall responsiveness by ESA is inadequate. 

In my July 1981 testimony, 1 mentioned some of the recommendations 

that were made to OWCP in our study "Loss VUlnerability Assessment 

of FE·CA Benefit Payment Program Operations in Six District 

Offices." This study reviewed recommendations contained in a 

previous DIG study and expanded on that study to include other 

areas of potential vUlnerability to loss from fraud and abuse. 

The overall finding was that there were significant weaknesses in 

. FECA because of the lack of well-designed internal controls. 

Following the hearings, we sCheduled a review on ESA's 

implementation of prior DIG and GAO audit recommendations. Our 

review Which began late last year, has identified )12 

recommendations of which ESA agreed to take action on 68. For the 

remaining recommendations, ESA stated that either the present 

procedures are adequate, the problem will be eliminated/corrected 

by improvements in the present system, or disagreed with the 
recommendation. 

At the same time, we initiated an audit at One of the district 

offices to review the adeqUacies of the internal controls over 

financial management wi thin ESA. During the cour'se',o f our aUdit, 

two embe~Zlements Surfaced. On~ was diScovered by a bank employee 

and one by a member of my audit staff. The first fraud case 

involved the manual payment system and the second involved the 

automated bill payment system. This served to demonstrate the 

urgency of the fOllow_up effort since we believe that the fraud 

could have been prevented, or at least identified earlier, had our 
earlier recommendations beeh implemented. 

The following are some examples of recommendations made in our 

report on the loss vulnerability assessment of benefits payment 

programs operation in six district offices whiCh We found were not 

being impleme~te~during our review in this district office. 

1. 
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incoming checks be safeguarded to We had recommended that 

t checks from being stolen. 

preven revised to extend controls. However, during our manual would be f 

ESA stated that the fiscal 

that checks were maintaine survey we found d overnight on top 0 

follow-up, action was taken'to desks. As'a result of our 

safeguard checks. 

2. We had identijied an inadequate separat on 0 i f duties in that 

and bill filing which should be the bill paying, bill keying 

dif ferent staff members who handled by are functionally 
separated. At the time of our survey, this was not being done. 

By not having these functions performed by dif eren f t individuals, 

substantially. the potential for fraud increases 

3. the district offices should Our report recommended that 

a statistically valid sample of a supervisory review of 

perform ESA agreed and stated that bills to enSUle that bills are valid. bills 
the FECA procedure manual 

paid. An interview with the 

req~ires a iO percent sample of 

district office bill payment 
supervIsor indicated that the 10 percent sam~le was not 'being 

done. Had this sample been taken, it might have uncover~d either 

of the two embezzlements mentioned ear , , lier or at a minimum, the 

performed would have been critical internal controls not being 

identi fied 

in September 1981 Our assessment of the payment process 

4. (SF-1166) for t ~at the manual payment vouchers recommended " t sure 

be verified independently 0 en supplemental payments should At the 

case is in payment status. that the payee is valid and the . of the 
time of our survey, there was, still ah inadequate reVlew , 

SF-1166 as the supervisor was signing the form prior to all 

entries being entered. This was chan~ed during'our audit efforts 

involving the because of the fraudulent paymen s t discovered 

SF -1166. 

5. t also recommended 'that Our repor FECA provide claimants with 

to providers for services sta tements of payments made i 
periodic checking for ,dlscrepan.c es the claimant as a means of 
rendered to t our report 
between serVices, and pay~ents. ESA's respOnse 0 
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stated that this will be done for a selected group of FECA 

claimants. Our review disclosed that this was not being 

performed. The ~eason offered ~as the lack of staff to perform 
the function. 

I have pointed out to Deputy Under Secretary Collyer that ESA had 

given inadequate attention to implementation of our report 

recommendations and that we believed there was a large degree of 

non-compliance at the District Office level. 

We agreed that ESA would conduct some immediate surveys to 

det~rmine What implementation actions have been taken. These 

woyld be followed, if necessary, by field reviews performed by 
either ESA or the DIG. 

On February 8, 1982, a memorandum was sent to all ESA Regional 

Administrators and National Office Program Heads informing them 

that the OIG is conducting a follow_up audit and that the ESA 

Internal Control Unit is aSSisting in this effort by securing 

status reports on ESA actions from the National Office and by 

r~questing the Regional Administrators to verify the 

implementation and impact of these actions in the field. As of 

MarCh 22, 1982 information related to three IG reports has been 

received. ESA staff are now in the process of asseSSing the 

information. The DIG will be C~osely examining the results ot 

this review and, as appropriate, will eleVate certain Concerns for 

higher-level resolution in the Department or, on a selective 

baSis, Conduct on-site verification and evaluati~~ audits. 

We don't mean to imply that if all Our recommendations were 

implemented tomorrow, that fraUd and abuse would disappear. What 

.we are saYing is that inadequate implementation of audit 

recommendations and Circumvention of internal controls is an open 
invitation to fraUd. 

This concludes my prepared statement. I would be pleased to 
answer questions at this time. 
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OWOP Dist. OffIce 

BOSTrn - 01 

CHICAGO - 10 
ClEVElANJ - 09 

OIIlLAS - 16 
t£\( OOLEANS - 07 

CE:NVER - 12 

KANSAS cnv - 11 

t£W VOOK - 02 

PHILADElPHIA - 03 
WASH., D.C. - 25 
WASH. D.C. - 50 

SAN fRAl>CISCO - 13 
!tOo.ll.U - 15 

SEATTLE - 14 

TOTAlS: 

, . 

1'«:1. files 1032 I'«:It MedIcal Info. 
Reviewed Current I'«:It Current 

509 276 324 

553 186 292 
1218 625 636 

900 199 )33 

308 62 78 

)11 42 62 

158 28 J8 

185) 461 417 

1058 444 530 

2390 476 1136 
14) 30 )2 

603 91 199 

10,004 2,920 4,077 

NATIONAL fECA PROJECT 
U.S. OO'ARTMENT 0'" LABOO 

OffICE Of INSPECTffi GEt4::RPL. 

Dependency fIle 10 As NeedIng Rate for Loss or 
further Inllest. Waoe Earn. Cap. Check 

50 30 117 

27 45 • 
50 21 • 
19 50 71 
8 8 45 

4 6 I) 

I 1 10 

70 • • 

120 265 61 
~ -

42 164 213 
0 15 7 

27 71 129 

418 ·676 "657 

March 26. 1982 

other Admin. It> Recomnend. 
I Act 00 t d o OWCP Mel e 

171 51 

243 It 

459 • 
386 283 
48 118 

71 108 

25 80 

117 • 

528 96 

628 961 
19 63._ 

159 206 

2,854 

.OATA UNAVAILABLE AT THE TIME THIS REPffiT WAS PREPARED, THEREfORE, SOME TOTAlS ARE INCOMPLETE. 
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PREPARED STA'rEMENT OF ROBERT B. COLLYER 

Mr. Chairman and Members of the Subcommittee: 

I appreciate the opportunity to appear before your 

Subcommi ttee today tCl discuss our efforts to improve 

the administration of the Federal Employees' Compensation 

Act (FECAl program. 

While I am here to explain the specific administrative 

actions that we have take~ to ef~ect improvements, particu­

larly those actions \I~ have taken since the hearings 

of this Subcommittee last July, let me make clear, as 

I have repeatedly stclted since taking office, th""t adminis­

trative changes alone cannot restore the credibility 

of the FECA program nor eliminate its inherent flaws 

and inequities. ~gislative changes are needed to accomplish 

these objectives. Today, the Fed~ral compensation system 

has an overly generou.s benefi t structure which actually 

provides incentives to file claims for minor nondisabling 

injuries and to stay off the job for more time than 

necessary. The Adminlstration transmitted legislation 

to the Congress last year to address inequities in the 

current law. It will be reSUbmitted shortly, and will 

include a number of items of specific interest to this 

Subcommittee -- such as provisions dealing specificall~ 

with medical provider fraud and abuse, fee schedules, 

improved information on the earnings of disability recipients, 

stronger penalties for fraud or risrepr~sentation, and 

more. We are indebtee to you, Mr. C" rman, and to 

the Subcommictee and staff, for your ~ ~igence in pursuing 

these concerns. 
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Let me also emphasize my continued belief that 

the key reform at the administrative level is modernization 

of the program through the implementa'tion of our long­

range' Automated Data Processing (ADPl system. The first 

phase--Level I--of the ADP system was fully implemented 

in the fall of 1981 with the installation of the automated 

compensation payment system in our District Offices. 

Level I provides the following: an automated compensation 

payment system; improved tracking of case location; 

claims adjudication status; and case workload distribution 

within each of our offices. Level I also provides for 

a bill payment and audit control system and surveillance 

reports. 

The Level II system will structure and control 

the claims adjudication process to ensure that claims 

examiners must follow and meet prescribed evidentiary 

steps before a decision can be rendered. Level II also 

Ildll automatically examine bills against "accept" or 

"reject" codes, screening bills to assure they meet 

criteria for accepted conditions, frequency of service, 

appropriateness of treatment, and reasonableness of 

costs. 

We expect to have Level II fully implemented during 

FY 1984 and we believe that this Level II system fully 

addresses major operation and security problems. Our 

firm commitment to ADP modernization is reflected in 

the Department's FY 1983 budget submission requesting 

a $3.8 million increase over the pending FY 1982 budget 

of $14.1 million for ESA ADP development. Of the $17.9 

millio~1 requested for ESA ADP development, $10 million 

will bl! expended on FECA ADP development • 

While legislation and full implementation of our 

ADP syster.1 are the essential prerequisites of permanent 

reform, there are a number of actions that can be and 

are being taken now -- within the context of existing 

legislation, current ADP capabilities, and resource 

levels -- to prevent fraud and a,buse. Evan though taken 

. ' 
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in total they can have a significant impact on the 'program, 

these actions individually often appear less significant 

in nature, and thus have in the past often not received 

the priority and follow-up monitoring they deserve. 

To prevent this from happening in the future: 

o 

o 

ESA and the Office of the Inspector General (OIG) 

have undertaken a cooperative arrangement to monitor 

ESA's progress on the implementation of recommendations 

for improvements made by the OIG, the General Accounting 

Office, and Congressional committees. 

In August 1981, I established an Internal Control 

Unit (ICU) to coordinate anti-waste, fraud and 

abuse efforts with the OIG and to strengthen ESA's 

own ability to deal with these related problems. 

The ICU has full responsibility to evaluate all 

ESA systems, to identify irregularities and to 

recommend corrective actions. 

The Department of Labor -- and my staff and I personally 

are committed to achieving implementation of waste, 

fraud and abuse protections in the day-to-day operations 

of the Office of Woz:kers' Compensation Programs (OWCP). 

I believe our progress to date reflects .that commitment, 

and I would now like to briefly address our actions 

in that regard in six distinct areas: claims processing, 

case management, medical SUpport and guidance, vocational 

rehabilitation, training and technical aSSistance, and 

bill payment system security. 

Claims processin~ 

o 
Procedures issued October 1, 1981 provide for early 

notification to clai.mants that their claims are 

invalid or insufficiently documented. Prior to 

these procedures, claims with insufficient documentation 

were left "open". Under our new system •. ten di\Ys 

after receipt of an unsuPpOrted claim of traumat ',c 

o 

77 

injury, a notice is issued, and the claim is denied 

if no additional evidence is submitted within 45 

days. Undocumented occupational disease cases 

are denied after ~ second warning and within 180 days 

a£t:e,r ;\;iling the claim.'. The results have been 

that in tl.e first quarter of FY 1982, 86% of traumatic 

claims have been adjudicatecl within 45 days as 

compared to 63% in the first quarter of FY 1981; 

in the first quar~r of FY 1982, 56% of occupational 

claims have been adjudicated in 180 days as compared 

to 42% in the first quarter of FY 1981. Also, 

in the first quarter of FY 1982, 54,000 cases were 

adjudicated overall, or 30% more than were received. 

Claims for low back injuries or conditions comprised 

almost 18% of reported injuries. In June 1981, 

a pilot project was established with the Postal 

Service in San Francisco, and another in January 

1982 in Washington, D.C., to speed the return to 

work of such claimants. In San Francisco, claimants 

are contacted within 3 weeks and referred to impartial 

specialists if the injury is likely to exceed 30 

days. In the Washington, D.C. District Office, 

claimants are contacted within 7 days and referred 

to specialists for injuries of 7 days or more. 

Of 509 low back injuries identified in San Francisco, 

86% returned to work within 30 days. Of 50 such 

cases in Washington, D.C.,' 36% returned to work 

within 7 days. 

Case Management 

To tighten our case management, we have instituted 

several improvements. 

o Quality control units, now in place in District 

Offices, have been assigned the management control 

functions of making representative sample quality 

checks of initial adjudications, continuing daily 

roll payments, periodic roll reviews, and bill 

approvals. 

. , 
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All compensation payments now require the certification 

by a supervisory claims examiner or designated 

substitute. Schedule awards require certification 

both by supervisors and the Chief, Branch of. Claims. 

These procedures provide greater control over paYment 

and ensure that claimants are not placed on the 

long-term rolls without supervisory review. 

Periodic review of long-term disability cases have 

been intensified. These reviews aim at more frequent 

evaluation of the claimant's current medical condition __ 

whether it has stabilized or completely recovered __ 

to determine the current level of disability and 

whether or not continued compensation is warranted. 

For FY 1981, 52,000 cases were reviewed. As a 

reSUlt, 2,000 cases were adjusted downward to reflect 

partial earning capacity, and 2,700 cases were 

removed from the rolls, yielding savings of $22 

million~ This is up from the $17 million saved 
in FY 1980. 

We have expanded the USe of Wage-Hour program compliance 

staff to investigate suspect cases. Since the 

program started in October 1980, 304 cases have 

been referred to compliance officers for investigations. 

A total of 199 investigations have been completed; 

105 investigations are continuing. 14 cases were 

referred to the DIG for investigation; of these, 

8 cases were found to inVolve Potential fraud. 

Savings from the 185 completed investigations are 

estimated at $46,000 in monthly compensation. 
Medical Support and Guidance 

We continue OUr efforts to increase the quality 

of medical standards for proceSSing of oCCupational 
disease cases. 

o 

o 

o 

o 

o 
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In August 1981, detailed procedUres for adjudicating 

asbestos-related claims were distributed with instruc­

tions for obtaining adequate information from agencies, 

claimants and physiCians. Asbesto~ exposure accounted 

for 1,719 new claims in ~ 1981, and is becoming 

an increaSing factor. 

We are increaSing our ability to handle radiation­

related claims by establishing a contract with 

the National Council on Radiation Protection. 

This will ~ignificantly enhance our ability to 

evaluate such cases •• 

Examiners receive training from local medical specialists 

in other common disease conditions, particularly 

heart, low back, psychiatric and respiratory complaints. 

District Offices now Use 65 conSUltants in a wide 

range of specialties, such as cardiology, orthopedics 

and neurology, to buttress the work of medical 

directors in the early evaluation of medical evidence. 

The results of aggressive initial case development 

show in these statistics: as of January 1982, 

we had adjudicated 364 heart cases received in 

Calendar Year 1981, approving 49, or 13.5%, and 

denying 315, or 86.5%. We adjudicated 446 cases 

of stress-related emotional disorder, approving 

79, or 17.7%, and denying 82.3%. Of 1,215 respiratory 

cases adjudicated, we approved 679, or 55.9%, and 

denied 44.1 percent. 

I intend to establish the position of Medical Director 

for·all ESA progr~s, to replace the former medical 

director position which was responsible only for 

owe: programs. Recruitment for this position will 

be difficult if our recent experience over the 

past eight months in attempting to obtain suitable 

applicants for the vacant owe medical director 

\ . 

\ 
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position is any guide. We are intensifying our 

efforts to attract the best candidates by advertising 

in a variety of publications. We hope that these 

efforts, combined with the broader scope of responsi­

bilities, raised pay cap for Federal employees, 

and bonus payments available for medic,al doctors 

will enable us to recruit a high caliber individual 

for this position. 

vocational Rehabilitation 

In the area of vocational rehabilitation, we have 

done the following: 

o 

o 

o 

o 

In FY 1981, over $7.5 million in FECA compensation 

costs were saved by the successful rehabilitation 

of 763 workers 450 of whom were reemployed under 

the Department of Labor-Postal Service Rehabilitation 

agreement. This represents an inctease in savings 

of $2 million over FY 1980. 

In FY 1981, about 7;600 employees were screened 

'for vocational rehabilitation services. About 

2,214 were accepted for services. 

Since its establishment in FY 1980, some 618 workers 

were reemployed under the Department of Labor-Postal 

Service Rehabilitation agreement. The number of 

rehabilitated workers reemployed increased from 

168 in FY 1980 to 450 in FY 1981. 

In November 1981, we initiated a pilot project 

in the Chicago District Office to increase the 

number of injured workers rehabilitated and the 

timeliness of services through the use of the ADP 

system and expanded use of private rehabilitation 

agencies. The evaluation of the project will be 

completed by August ~ 
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Training and Technical Assistance 

TO improve quality control of the FECA claims management 

and adjudication process, we have carried out an extensive 

program of staff training and technical assistance to 

other Federal agencies and within the program. This 

has included: 

o 

o 

o 

o 

o 

Since 1978, newly hired examiners have received 

comprehensive training in all aspects of claims 

adjudication. To date, a total o~ 267 new examiners 

have received the training, and 286 examiners have 

received the advanced training course. 

In Calendar Year 1981, 99 training workshops were 

held for 1,010 compensation specialists in approximately 

50 employing agencies and their sub-units. 

During August-November 1981, training in FECA processes 

was provided to OIG investigators as part of their 

review of the periodic long-term disability rolls. 

During octobe'r 1981-Marcli 1982, technical assistance 

was. provided for OIG' s rE'view of existing agency 

regulation; and procedures impinging on FECA claims, 

and of agencies' interrelation with OWCP. 

We have completed course development of a formal 

training prog~am for bill payment clerks. The 

course includes a text and handouts for trainees 

to instruct bill pay clerks in reviewing bills 

for relationship to accepted condition, relation 

to basic medical reports, and reasonable length, 

of treatment. pilot sessions will be held Apri,j 

6-7, 1982, in the Washington, D.C. District Office 

and the Branch of special Claims. 

Bill payment and system security, 

The subcommittee has expressed concern about our 

ability to control bill payments without a fee sched~le. 

A fe~ schedule is something we intand to do in connection 

with our Level II ADP system, ,as I' shall describe in 

. . 
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a moment, and a provision specifically providing for 

it has consequently been included in the Administration's 
FECA legislation. Let 

me assure you, however, that 
even in the absence of h 

suc a system we do have a number 

of significant controls on bill payment. Automated 

controls have resulted in the reJ'ectl'on 
and subsequent 

individual review of 44,900 of the 662,000 bills received 
in FY 1981. 

These included payments totalling $7.3 
million. 

I will now discuss some of the most significant 
controls. 

o InstrUctions wer ' 
e Issued requiring bills for office 

visits more than 3 h 
mont s after injury and visits 

billed in excess f $ 
o 75.00 to be approved by the 

bill-pay supervisor. 
Cases in which excessive 

care follows a minor inJ'ury 
are referred to a claims 

examiner for reView. 

Monthly bill payment ' ' 
survellla •. ce reports are now 

sent to all District Offices. The report identifies 

medical prOviders receiving over $1,000 for the 
covered 

or more than $500 on the average 
per case, and med' 1 

periOd 

lca providers with 5 or more 

cases. Bills submitted by ide~tified medical prOviders 
are Subject to closer 

scrutiny by claims examiners 
and supervisors. 

We are now producing 
reports at the District Office 

level which show all t 
ransactions for one medical 

provider in a gl'Ven ti 
me period. previously, repor&s 

Office. 

had to be requested i 
spec fically 'from the National 

Our ADP system rejects bills paid 
against false 

names, noneXistent 
cases, and cases closed more 

than 30 days, and reqUires authorizing initials 
for bills in excess of . 

Certain dollar amounts. 
It also rejects any d li ' 

up cate or overlapping payments, 

o 

o 
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and will shortly be modified to reject payments 

to a provider not entered into the system in advance. 

We now issue quarterly reports to employing agencies, 

listing names of claimants, and types and amounts 

of payments charged. Agencies can review and notify 

OWCP of imprope'r or questionable benefi i: payments. 

We now have th~ computer capability to produce 

a report to each claimant of the services paid 

by OWCP, and to medical providers showing charges 

paid by OWCP, to enable verification that services 

were actually performed. Reports for payments 

in the 3rd qu~rter will be mailed to claimants 

in July. A small sample mailing to providers will 

also be issued in July. 

The Subcommittee has expressed concern about two 

important issues--the exclusion of fraudulent med~cal 

providers and the adoption of medical fee schedul~s. 

On March 26, 1982, Secretary Donovan advised you 

by letter (a copy of which is appended to 

statement) that the Solicitor of Labor has concluded 

that the Department does have authority to issue regulations 

which would exclude fraudulent medical service providers 

from participating in the FECA pr~gram. Action to develop 

such regulations has been initiated. As indicated in 

that letter, however, we continue to favor and prefer 

the enactment of legislation that would unequivocally 

grant such authority, and it is for this reason that 

the Administration's FECA legislation this year will 

include provisions similar to those in S. 1724. In 

th~ interim: 
; 

0,' We are continuing efforts to obtain information 

on medical providers excluded under various health 

programs. In July 1981, all District Offices were 

directed to contact state health and insurance 

... 
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agencies such as boards of medical examiners, state 

licensing boards, stllte workers' compensation boards, 

state medical societies, and state private insurance 

organizations to obtain listings of physicians 

who are on probation or had their licences revoked 

or suspended. 

In February 1982, Me began receiving from the Health 

Care Financing Administration (HCFA) reports on 

medical providers excluded or suspended under Social 

Security Administration programs. Several District 

Offices have already started to match HCFA reports 

against these provider files. 

with regard to medical fee schedules, since July 

1981, we have had several meetings with public and private 

health organizations to discuss the possibility of adopting 

existing systems. This includes discussions with the 

Health Care Financing Administration about Using Medicare 

policy and procedures for paying for physicians services 

Unlike the FECA program, HCFA does not pay bills. HCFA 

contracts with more than 50 intermediary contractors 

for bill payment services. Each intermediary is responsible 

for determining the reasonableness of charges based 

on its Medicare experience, experience with other lines 

of business, and, if possible, experience of other insurance 

carriers in the area. 

Based on these discussions with HCFA and the South 

Carolina Medicare contractor, we have concluded that 

there are several severe technical problems to be solved 

which preclude the successful adoption of such a system 

much before FY 1984. First, our present ADP equipment 

simpl~ does not1have the phYSical capacity for such 

a system. Development of the Level II phase of our 

overall ADP modernization program will provide this 

capaci ty in the form of new, ,expanded c~paci ty compute r 

equipment. 
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Second, the softwar.e design and programming effort 

must include elements that are not present in fee schedu~e 

systems now in use by Medicare and other health insurance 

programs. Thus, we cannot directly adopt or adapt such 

software programs to the FECA program. For example, 

all medical procedures under FECA essentially have limits 

9n duration of treatment because disability conditions 

are limited. This element does not similarly exist 

in Medicare. Also, under FECA, billed medical procedures 

must be matched to the acoepted disability condition 

of the claim; such a match should be made through the 

computer system to assure proper payment. This 'requirement 

does not exist in Medicare. Both of these examples represent 

complex system design challenges. Nor do we helieve 

that using a manual printout of a fee schedule, such 

as the south Carolina Med'icare fee schedule, is a feasible 

approach. Such.~ manual system would seriously impact 

on productivity gains achieved in claims processing. 

It is for these and other related technical reasons 

that I believe adoption of medical fee schedUles will 

require another year of developmental work. 

We have, however, undertaken steps to contain medical 

costs. A Request for proposal (RFP) was issued March 10, 

1982 with response due by April 14, 1982 for two medical 

cost containment projects to be carried out in two District 

Offices. One project will involve single item review 

of medical bills; the other will involve total service 

review. As part of each project, the contractor will 

be expectad to review bills for appropriateness, frequency 

and cost of service. 
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In October 1981, we began an analysis of data on 

several State workers' compensation mechnisms for evaluation 

of charges for medical procedures. Starting March 8, 

1982, we applied the results of that analysis to a relative 

value fee schedule project in District Office 50. Some 

State workers' compensation programs use relative value 

fee schedules as a basis for determining fair and reasonable 

charges for medical procedures. Relative value means 

that a medical procedure is given a unit valUe which 

represents its 'relative 'difficUlty and takes into considera-

tion the risk, time, ability, and skill involved. 
To 

determine what is a fair and reasonable fee, the unit 

value for a procedure is mUltiplied by a predetermined 
conversion factor. 

The results of these projects will form the basis 

for an effective cost-containment program. 

In conclusion, I believe that the initiatives described 

this morning show that we are 'tt d . 
COmml e to'lncreasing 

the efficiency of the program and to reducing the vulnera-

bility of the FECA program to fraud and abuse. We expect 

to continue to wor~ closely with the Inspector General 

and your S~bcommittee, Mr. Chairman, in these endeavors. 

f, 
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#tkd..,.r~r 
u.s. DEPARTMENT OF LABOR 

SECRETARY OF LABOR 

WASHINGTON. D.C. 

Honorable Willi~n v. Roth, Jr. 
Chairman 
Committee on Governmental Affairs 
Senate Permanent Subcommittee 

On Investigations 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Thank you for your letter of February 24, 1982. I am ple~sed to 
provide you with the information you requested on the staffing 
resources available to the Office of Workers' Compensation Pro­
grams. You also requested information on the status of the legal 
review by the Solicitor of Labor of the issue of the Department's 
authority to exclude fraudulent medical service providers from 
participating in the Federal Employees' Compensation Program. 

Attached C.re two tables that provide the staffing infol-mation you 
requested. Table I shows th~employment levels for OWCp and its 
constituent programs as of July 1, 1981, and February 1, 1982; 
this table also shol-ls anticipated staffing resources for FY' 1982 
and FY 1983 budget request. Table II addresses your inquiry con­
cerning the comparison of personnel reductions of OWCP with reduc­
tions in other. sections of the Department. 

With regard to the nllIllber of positions eliminated in OWCP through 
furloughs and reductions-in-force (RIF), we have been able to min­
imize the need for such actions through careful planning and 
through normal attrition and turnover of employees. The figures 
indicate a reduction in FEC. Eowever, the reduction was in tempo­
rary employees. The number of full-time permanent positions was 
held at about the same level in FY 1982 as FY 1981, and we are ask­
ing for the same level in FY 1983. While ESA had a RIF in FY 1982, 
no positions were abolished in FEC. 

To this date, no furloughs have occurred in ESA. ,We have supple­
mental budget requests pending before Congress to prevent any 
long-term furloughs. If that money is appropriated, there may 
still be a small fund shortage before the end of FY 1982, but we 
hope to avoid furloughs through additional savings. 

'The RIP actions that have taken place I"i thin OIvCP have produced 
the following~tesults: 

74 individuals were separated from the OWCP employment rolls 
through RIF; 

47 of these individuals were in the Black Lung program and held 
term appointments which were scheduled to expire by March 31, 
1982; 

17 other Employment Standards Administration employees were 
reassigned into OWCP as a result of RIF actions in other com­
ponent organizations; 
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57 positions represent the net loss of positions or persons to 
OWCP as a result of the RIF (-74+17=57). None of the 57 posi­
tions \V'as lost in the FEC program. 

An additional 23 individuals within OWCP were downgraded as a 
result of RIF actions and were reassigned to ne\V' duties among 
the FEC, Black Lung and other program divisions. 

These actions naturally are disruptive to the employees and to the 
programs' productivity. HmV'ever, we have taken what I believe 
are the necessary actions to minimize the resultant adverse effects 
and the number of terminations of individuals, and yet meet our 
goals for reducing the costs of government. 

, ... 
Finally, after careful review of the underlying statute and its 
legislative history and research into the available legal prece­
dents, the Solicitor has concluded that the Department does have 
authority under the Federal Employees' Compensation Act to issue 
regulations which would exclude fraudulent medical service pro­
viders from participating in the program. Such regulations would 
have to be carefully fashioned, and would have to comport "Ti th the 
basic due process requirements embodied in the Fifth Amendment, 
so as to "Tithstand jUdicial scrutiny. ~fuile there are serious. 
questions as to whether the Department could, by regulation, 
exclude medical providers for each of the reasons set forth in 
your letter of August 3, 1981, I am confident that the Department 
can draft regulations \V'hich will achieve the basic objectives of 
your proposal. Tm'Tard this end, I have directed the Deputy Under 
secretary for Employment Standards to begi~ work on this project. 

Nevertheless, 'r favor and would prefer the enactment 6f legisla­
tion that would unequivocally grant such authority. Our proposed 
legislation which will be transmitted to the Congress would accom­
plish this by expressly authorizing the Department to bar from 
program participation medical service providers who previously 

, have engaged in fraud or abuse. 

Please be assured of the Department's continued cooperation in 
your efforts to improve the employees' compensation programs. 

Sincerely, 

p.~v~ 
Attachments 
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Office of Workers I Compensation Programs 

Table II. Departmental Staffing Levels FY 1981/1982!i 

FY 1981 FY 1982 Reductions' 

Employment Year Ene 
Agency 7/1/81 ceiling 

Employment 
FY FTE 2/1/02 

7/1/81 181 Ceil-
to 2/1/82 ing to 

Employment Percent '82 FTE ., 

E'l'A 3294 3183 2790 2894 504 15.3 209 

I,MSA 1193 1226 1091 1045 102 8.6 181 

PBGC 523 458 439 458 84 16.1 0 

OSIIA 2761 2655 2445' 2359 316 11.4 296 

HSIIA 3563 3546 3162 3228 401 11.2 318 

BLS 2459 2506 2311 2115 148 6.0 391 

Dept. Mgmt. 3769 21ll.. 3234 3226 535 14.2 537 
= 

ESA 4916 _4021 
" 

4306 4266 610 12.4 555 
= 

(OWCP) (1746). (1693) 

(FECA) (950) (939) 
TOTAL 22,478 22,158 

(1535) (l569) 

(874) ; (903 ) 
19,778 19,591 

(209) (12.0) (124) 

(76) (8.0) (36) 

2,700 12.0 2,567 

1/ Includes permanent, temporary,'and other 'staff. 
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Percent 
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FECl\ TOTAL 
Permanent 
Temp., etc. 

Black Lung 

1'/ Longshore-

DCCA'?'/ 

TOTAL 

Office of Workers' Compensation Prog,rams 

Table I. Staffing Levels FY 1981/1982 
(Including permanent, temporary, 
and other staff) 

Fiscal Year 1981 Fiscal Year 1982 

Employment Authorized 
Projected 

Employment Employment 
7/1/81 9/30/81 9/30/81 2/1/82 FYE 

950 886 939 
874 848 904 

76 38 35 

874 903 
839 903 

35 0 

595 559 555 471 481 

164 159 167 154 157 

-B. 36 32 - 36 28 - --
1746 1640 .1693 

, 
1535 , ... ,1569 . 

!/ Includes rehabilitation program • 

FY 83 
Budg:et 
Request 

903 
903 

0 

481 

157 

28 

1569 

.?/ District of Columbia Compensation Act funds only reimbursement by District Government. 
May be transferred to D. C. Government in FY 83. " 

0' 

c.o 
0 

'i 

Ii " .. ,f. 

\ 



... 

" 

" 
Q 

... 

.), 

I 
.J 

" l 
0' 

t ~ 

; 
I • 

I 
1 .. l"'t~),~."... .• )~,+»""'t);:;;::.~::....;::..~~~"""'_"""'~ ___ ~ ________ ' __ """ _____ ~'~h" ...... __ ~ __ ......... ....--~ __ .,-~~ _____ lI'H'~~ .''' ........ _.~ ..... _~-...~,-. .... ~,'''.''-;~.' 7 

..... ~ 




