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FOREWORD

This management audit covering several support service areas at the
University of Kansas Medical Center was selected by the Legislative Post
Audit Committee as one of several priority audits to be conducted during
fiscal year 1976. It was performed pursuant to K.S.A. 46-1108 which
provides for program efficiency and effectiveness evaluations as a basis
for necessary changes for improvement. The present audit, was originally
intended to be the first part of a two-part review of the Medical Center.
Still pending is a possible evaluation of all or part of the Medical
Center's geographic full-time (corporate) system

Emphasis was given in the audit to seeklng out and reviewing manage-
ment objectlves and control systems and matchlng performance with stated
and implied objectives in the areas of dietetics,. physical plant house-
keeping, laundry, and purcha51ng--act1v1t1es accounting for expenditures
of over $7 million in fiscal year 1975.. To gather information on performance
a varlety of audit technlques were employed 1nclud1ng exten51ve interview-
ing, statistical sampling, reviewing and analyzing avallable financial
and management data, comparisons with similar institutions, and surveying
the professional staff and patients at the Medical Center.

The thrust of the audit findings 1nd1cates that, in general none
of the departments audited had given adequate . attentlon to setting clear
objectives and developing measures of performance in meeting those ob-
jectives. Collectively, the evidence suggests a lack of management con-
trol for all activities audited. Although all the organizational units
audited kept various types of records, these records were all deficient
to some degree and frequently not useful for management purposes.
Policies and procedures’ promulgated by management were, in most cases,
insufficient for proper direction of the department. The report contains
seventeen recommendations covering specific problems in the five audited
service areas.

Not to be overlooked is the fact that some of the findings and
recommendations detailed in the audit report point up the possibilities
for significant dollar savings to the Medical Center and, in turn, to the
State. For example, in the area of cafeteria management, a better pricing
policy and cost reduction program could reduce or eliminate the annual
losses in that operation. These losses have occurred annually since
fiscal year 1970 and reached a high of $388,000 in fiscal year 1975.

While it is not possible to place a specific dollar value on the potential
savings in the laundry operation there also appear to be opportunities for
substantial cost reductions in this area.

Problems were also noted in the areas of housekeeping and physical
plant maintenance, and a number of audit techniques were used to verify
these problems. Among these techniques was use of a faculty and professional
medical staff survey. Approximately 400 staff members responded to the
survey questionnaire and 168 of these included written comments. These
comments were overwhelmingly critical of housekeeping and physical plant
maintenance activities at the Medical Center--88 percent were negative



(unfavorable), about 8 percent were positive (favorable), and the remainder
were neutral. This information is presented in Appendix B.

It is important to point out that the audit does not directly
address or attempt to assess the key programmatic activities of the
Medical Center: patient care, medical educatlon, and medical research.
However,"lt is likely that those programs are adversely affected to some
degree by the deficiencies noted in the support service areas. As a
minimum, if remedial action is not taken the problems identified could
tend to undermine continued confidence and support from the taxpayers
and state executlve and leglslatlve off1c1als

. i 7 1 ¥ i

It should be’stressed here that Unlver51ty and Medical Center
officials have been most helpful during tHe course of this audit and
they themselves are most interested in identifying and improving the
problems discussed. The problems noted and p0551b1e solutions were
discussed on ‘four occasions when Leglslatlve Post Audit staff met with
the Chancellor and' other key officials of the Unlver51ty Medical Center.
The Chancellor has' also mdde available to Leglslatlve Post Audit a series

" of Pecént internal’memoranda in Wthh he 1mp1ements a number of specific
actions which address problems discussed in the audit report Agency
comments on the report are contalned 1n Appendlx C. '

It is hoped that the audit itself, with the dgency comments, will
result in actions that will attain the audit purposes--that of aldlng
executive and leglslatlve officials to 1mprove government operatlons to
better serve the State s taxpayers

Legislative Post Auditor

: |
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MANAGEMENT AUDIT
SELECTED SUPPORT SERVICES AT THE
UNIVERSITY OF KANSAS MEDICAL CENTER
SUMMARY

Reasons For The Audit

This audit, a management audit of selected support services at the
University of Kansas Medical Center, was conducted pursuant to K.S5.A.
46-1108 which provides for the evaluation of State agencies to determine
whether operations are effiéiént and effective,ﬂand for the recommendation
of necessary changes for improvement. The audit focuses on the;follSQing
fivé selected service activiﬁies: dietetics, physical plant, housekeeping,
laundry and purchasing.

At a meeting of fhe Legislative Post Audit Committee the Medicél Center
was selected as one of severai priofity areaé for review during fiscal year
1976. The area of suppo?t sefvicéé was chosen becaﬁse it is essential to
the spération of the Medical Center and represents a significant expenditure
—— more than $12.6 million for all support services in fiscal year 1975,
and over $7 million for the five audited areas. Further, it was feltv
that the resolution of questions and fhe céfrection of problems, if any,
would be especially beneficial prior to the occupatioh of the new Baéic
Science Facility and Clinical Facility scheduled for 1976 and 1977,
respectively. TFinally, it was hoped that the audit would provide important

information for officials at the University and the Medical Center.
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Audit methods included extensive interviews (face-to-face or telefhone)
with patients and officials at the Medical Center‘and at five Kansas
City area and six regional university teaching hospitals; on-site auditor
inspections; a review of relevant financial data, budgets, records, memorandums,
files, and other documents; comparisons with a number of other hospitals;
and survey questionnaires completed by hospital patients, faculty,

professional staff and patrons of the hospital cafeteria.

Findings and Conclusions

i o rp

Dietetics (See pp. 5—15)_

Analysis of the Medical Center's budget énd cost accounting’data for
tﬂe bietetics Departménf indicates that the budget information is inaccurate
and that intgrnal costs are not properly allocated. For example, éome staff
members working part—tiﬁe'in the Dietetics Department are being faid from
another department's budget. Further, some costs arevbeing allocated
internally to the Dietetics Department which might more appropriately be
allocated to another department.

To analyze costs in the Dietetics Department, comparisons were made
with other logal and regional hospitals. The comparisons indicate that
the total direct expense per meal was consistently higher at the Meaicai
Center than at these other institutionms. ‘It was also found that the higher
costs were due to lower levels of productivity (meals served per man-hour),
rather than high salary levels, personnel turnover, and raw food

expense. A review of the Department's operations revealed that this

situation results from activities which are costly and may be

iv
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unnecessary such as the decentralized tray facility, the distribution of
trays by dietary personnel, long cafeteria hours, and the limited usage of
convenience foods and part-time staff. TFor example, the cafeteria is open
22 hours a day while most cafeterias surveyed were open only an average of
12 hours daily.

The revenues and expenses of the cafeteria at the Medical Center were
compared to determine whether the cost of employee food service was being
recovered as required by K.A.R. 1-19~4. The comparison indicated that the
cafeteria had an estimated loss of over $388,000 in fiscal year 1975 (see
Table II-3, page 12), and that there had been sizable losses for several
previous years. The high Department costs account, in part, for the
cafeteria losses. Food pricing is also a factor —— a comparison of the
prices of food items between the Medical Center and four other area hospital
cafeterias.shows the Medical Center's prices to be somewhat lower.

Three surveys were used to measure departmental effectiveness. The
results indicate that the Dietetics Department has been generally effective
in providing quality food service in the opinion of patients, medical staff
and students. More specifically, responses were generally favorable on the
food served, the cleanliness of the surroundings, the efficiency of the
cafeteria staff, and the pricing policies. . |

Physical Plant Services (See pp. 16-29)

A review of the internal reports and other aspects of the management
system in the Physical Plant Department indicates that most reports are
incomplete or inaccurate and that control procedures for work requests,
materials and supplies, and employees are inadequate. Monthly cost reports
were found to have some inaccurate data as the result of incorrect infor-
mation being submitted by employees. For example, several project reports

overstated work project costs by many thousands of dollars. A report designed to



comparé estimated to actual manhours worked on a job showed only the

actual manhour figures. Many of the work requests listed as outstanding

had in fact been completed. No inventory records were maintained for
materials and supplies on hand at the plumbing, construction, electrical

and key shops. There were no written work schedules for individual employees.

‘A review of ﬁhé'méﬁagement control system in the Housekeeping Depart-
ment indicates that thére is inadequate supervision and an absence of -
cleanliness standards. ' A room inspection checklist is available to
superviséfé, but 16 evidénce was found to indicate that it was used on a
frequent and systematic basis.

Housekeeping performance at the Medical Center was compared to
selected regional teaching hospitals and national averages. Both manhours
and costs were analyzed and the’Housekéepihg Department compared favorably.
However, .when similar comparisons were made for physical plant employees, the
data indicated that the Medical Center recorded more manhours worked -per
l,OdG‘éaﬁaré feet of space:

Surveys were conducted during the audit asking Medical ‘Center staff
members to respond to questions about the adequacy 'of physical plant and
houseKeeping services. Also; a systematic inspection procedire was -
utilized by the auditors to check Héspital rooms. . Both the SurVeys'and
the room inspections point out that there are problems of efféctiveness
in thése two support sefvices:

'~Lighting was judged to be generally adequate by only 60 percent

of thé respondents
-About 70 percent of the respondents indicated that there were

problems with temperaturé control
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-Only 25 percent of the staff surveyed stated that surroundings are
generally attractive.
—Oniy144 peréent‘féit‘thét‘patiént rooms are always or usually clean
-Hallways, stairwells, utility and storage rooms were rated always
clean by only fouf pefééﬁ%wéf'the respondents.
éyétemafié:féom inspecfidﬁé'by auditors revealed that there was a high
incidence of un§atfsfééfé%y’cénditiéns with floors, waéhﬁoﬁlé,'ﬁifroré,

light fixtures and walls.

PR
i

Laundry Servidésﬁ(éée;ppf 30439}1

In 1974 a contract for linen service began between Hospital Linen
Service Inc. and the Medical Center because the Center's Iéuﬁdry facility was
crowded, costs and productivity were out of line with accepted norms, and

T e .

LEL iU AL : I Ve Lo B . - R LI
capital equipment was obsolete or worn out. Moreover, a management

Ci L g s 0 AT FPR LS SR R perd e, 3 G, T o Jro e .-
“‘consultant's report in 1970 projected large savings 1n direct expenses if

RS BT e il E . < T Lok
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<1iéuﬁ&%§Jgéf$£ce’w5é£&'
"X cost coﬁﬁériséﬁybétweén the actual oﬁerééiné'éigéﬁseA&ith the contract
service and ‘the projected bpefétiﬁgﬁekﬁéhéé witHout the contract was
deveioﬁéd;ﬂ§'i€g191£tiVe;P0st Atdit to évéfuﬁfg'tﬁéhaéciéioﬁ to contract.
Thé‘aééuél dpéféiing expeﬁée'éiﬁééde& thé‘ﬁfdjeétédteﬁﬁeﬁsé by $88,758
__'in‘Shdff:vgﬁe'aﬁff%iﬁgiéd éa&iﬁég;ﬁére‘nof'reaiiZedf”‘Thié gcdﬁiféd'Iaréély
because Medical Center costs did not decline as pfdjégted}' Oﬁiy 85 peféént
of £He léﬁﬁﬁf§?was contracted out iﬁsteéd‘of 100 ﬁerdént; and '37 émﬁléfees
remain on the paﬁfdiinrééher'than the six suggested in the consulting
report. Moreover, direct laundry expeﬁse (per pound) is signifidantiy
higher at the Medical Center than at six other hospitals used for

comparison.
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Surveys of patients and professional staff indicate that_there are
also_problgmg‘with the Laundry's”gpal ofzhavinqulean(linen for patients
at all times.

Better record keeping qu_gpntyo%“prqge4g;§§Jcoglg‘helg‘identify and
solyg gpgg%f%g'ggob;ems,‘ quy l%m;;ed inﬁqrmg;ion wasvava;lab%ef%g_ghe
Laﬁndry Depgﬁtmgng’gqgcerging qeparggengal’qos;s, maqhogrs gpd other
possible productivity measures. The information wasy%nggf?%gignt to

accurately measure either employee or departmental performance.

i
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Purchasing (See pp. 40-51)
The Purqhagigg DeR%F;mentdat7§h§ M@diga% Centen‘pargécipayed in
purchasing decisiongr;epreseqting:over $13:§ @%}%iqu%n mate;ials,‘suPplaig‘
and equip@igg_iqEfisgalﬁyeaag%%?S.“”éna%ysisfof:Ehe_qugﬁsiqg'Qf ;%% pgrgbgsing
system at the Medical Center revealed that it is being managed without benefit
of reports or information necessary for eﬁ%ggt%xg m§g%%gme9t.%}$Q§ £g%%%E%%%ty
of ;he budge?ﬂf%r”p;iggan%”qqqﬁggntrglling thedsystem was tesggd byﬁcpmparing
actual expepditurgs‘tg qugthd amqggtgwfgyngguigmentAaqd qtherwopergting

expenditqres. It was found that the budgetlmirrored actual expenditures
RN S S IEE S UL S O I LIV S B RS AR AT A2 o TS ,“7.;';% i ; (, PSS

only if wid% to}epﬁggqg_fgpingugacyvyeﬁiﬂagquted.” Fo; examplg,;ig 29 of
3> instances (83 percent) actual expenditures for equipment deviated by 20
percent from budgeteddgmggnts.

To, assess, in part, the eﬁficiencx_aqd:effecting%ss of the purchasing
system, samples of payment voqchers apd supgqrting documeqqation:were

selected, reviewed and analyzed.
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The existing system appears to call for a considerable amcunt of

time and effortkfor the processing of relatively small doliar amounts
(over 22 percent of the vouchers were for amounts under $25). These cost
increases and workload problems are increased, and errors introduced, by
procedures that are time consuming and unduly repetiti@é;

The Medical Center's participation in making recommendations to award
purchase contracts was reviewea as was the puféhése requisition process
that requires.all items over: $200 aﬁd not- on State contract to be requisi-
tioned through the Stat; Division of Pﬁrchaées. Analysis'éf samﬁles éf
contract’aWards and purchése requisitiéns revealed“severai Weakneséés such

as the emphasis on brand specifications instead of performance specifications,

some inadequacies in quality review, and procedural weaknesses in solicitation

of bids.

:

Tests of the inventory system for property. control of equipment, furniture
and fixtures were conducted. It was-found that many'-equipment purchases were
not recorded on the inventory records, especially purchases made with Endowment

Association funds.

Recommendations

il

Dietetiecs R I

1. The Dietetics Department should improve its management and control by
establishing measurable objectives and.maintaining adequate-performance
records: for the Department;: for each cost center, and: for employees, and
by budgeting and allocating expenses to appropriate departments and
cost centers.

2. The Medical Center should reduce expenditures:in the Dietetics Depart-
ment. A program of cost reductions should be initiated with consideration
given to the following possibilities: installation of centralized tray
service or "freeze' food concept in the existing facility; greater use
of part-time personnel; use of nursing service personnel for patient tray
distribution; greater use of convenience food items; and shortened
cafeteria hours.

ix



3.

The Medical Center should take the actions necessary to recover costs
in the cafeteria as directed by K.A.R. 1-19-4, including a combination

of price adjustments and cost reductions.

Physical Plant Services

4,

Physical Plant management should develop and utilize adequate records,
reports and other information to support management planning, control

and operations.

T

The Physical Plant Department should initiate policies and procedures

which will efficiently and effectively control the activities of the

Department including: establishing work schedules; developing perform-
ance measures’ for -employees; improving control over work. requests- and

shop materials; and improving project supervision.

Management of the Housekeeping Department should initiate several
changes:in' control. practices including: .- establishing measurable.
objectives and written records of performance; preparing a house-
keeping, manual; and- improving supervision by establishing standards"
of cleanliness for all areas of the Medical Center and prov1d1ng a
systematic way to evaluate cleanliness: ‘ :

" Laundry Services

7.

10.

'+ Formal. management' control practices should be instituted: in the:

Laundry Department. These should include: establishing measurable
objectives:and. accurate: recordsrof performance forivall employeessy
and preparing a laundry pollcy and procedure manual

Work should begln 1mmed1ately on 1dent1fy1ng the best alternatlve
for handling laundry in the future. A primary concern should be to
determine the staff requirements for each alternative developed,
including the current one. This should be completed well in
advance of the expiration date of the current laundry contract
(November 30, 1977). The basic alternatives include: contracting
for all laundry services; doing all laundry "in-house'';

or contracting for a portion of laundry services with the balance
being done "in-house'.

The Laundry Department:should maintain accurate records. of+linen:
distribution to each nursing station. This:record:shoéuld be- used
to develop a true usage- standard.for major limen’ items. - :

Action should be taken by Medical Center administration to ensure
that linen is properly- laundered and available in adequate amounts.

1




Purchasing

11.

12.

13.

14,

15.

16.

17.

The Purchasing Department should take the initiative in setting
operational objectives, developing performance measures and generating
information useful to management and operating departments regarding
the purchasing function.

The Medical Center purchasing officials should endeavor to reduce
the number of small dollar amount purchases through consideration of
the following alternatives: increasing the number of items on state
contract; encouraging departments to order in larger quantities; and
seeking to raise the $200 limit for direct purchases, especially for
research expenditures.

The Purchasing Department should review purchase order processing
with special attention devoted to adopting labor saving methods for
routine tasks.

Procedures should be improved for formal quality review of all products
prior to the making of an award.

The Purchasing Department should expand its efforts to improve
competitiveness and lower prices by actively seeking substitute
products, new supply sources and promoting the use of performance
specifications.

A system should be established to ensure that bids are sought on
direct.purchases and the results documented in a regular fashion.

The property inventory system should be completely reviewed and
modified to assure timely and accurate recording of all acquisitions
at the Medical Center. This should be accomplished prior to occupying
the new Basic Science Facility and Clinical Facility.
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CHAPTER I
INTRODUCTION

This audit, a management audit of selected support service activities
at the University of Kansas Medical Centér, was conducted at the direction
of the Legislative Post Audit Committee pursuant to the provisions of
K.S.A. 46-1108. These provisions apply to performance evaluations of
agency programs including their effectiveness and efficiency, and whether
programs, as authorized, are being implemented in accordance with legisla-

tive intent.

Pprpose? Scope and Objectives

The University'of Kgnsas Medical Center is one of the largest
institutions supported by the State. The opgrating budget for fiscal
year 1976 is $67f9 million to provide the resources for achieyemept of
the Medical Center's goals of education, medical care and organized
research. To assist in reaching its program goals, the Medical Center
conducts a variety of support serviceractivities ranging from accounting
to waste disposal. These services represent signifiéant expenditures in
themselves, more than $12.6 million in fiscal 1975, and are essential to
the operatidﬁ of the Medical Center.

In general, the audit focused on five selected support service
actiVities which included the following departments: dietetics;, physical
plant, housekeeping, laundry and ﬁdrcﬁds{ﬁgi ‘These activities take on’
sﬁécial‘importaﬁce for several feaséns. First, they are major components

¢

which contribute to all three of the'Medical Center's program goals.



Over $7.0 million were expended and over 660 positions were authorized
for these activities in fiscal year 1975. Second, identification and
correction of any problems in these suppbrt service activities would be
especially beneficial prior to occupation of the new Basic Science Facility
and Clinical Facility. Third, several sources, including University and
Medical Center administrators, agreed that more information about these
support activities would help answer certain unresolved questions.

The audit reviewed the management practices in these support areas
and examined their operations to determine efficiency and effectiveness.
More specifically, the objectives of the audit were:

1. To evaluate the effectiveness of the administration and
management of these activities in'meeting‘the needs of
patiénts, medical personnel, faculty, staff and students
at the Medical Centef;

2. 3To.defefminé‘how efficienfly these serviées’éfé provided;
énd

3. Toercéﬁménd:changes to aéhieve\greaﬁer operational

efficiency and effectiveness.

Aqdit‘Methoﬂs
The essential elements of management and control systems include
measurable objectives, an information network, systematic policies and
procedures, and performance indicators. The audit emphasized different
elements of the management and gqntrol system in eachtdepartment depending
on the degree of significance of each element to that department, the data
available, apdAﬁepartmen;al responsibilities. Efficiency was frequently

measured by comparing the Medical Center with other university teaching

-




hospitals or hospitals in the Kansas City area. Surveys, auditor igspections
and a review of records were used in determining effectiveness. Where
specific causes of problems or deficiencies were discernible, the auditors
recommended changes in policies or procedures.
The field work and data analysis for this audit included interviews
with patients, Medical Center administrative personnel and administrators
at five Kansas City area and six regional university teaching hospitals.
Schedules were developed to guidg the course of the interviews. The
Kansas City area and university teaching hospital administrators were
provided with copies of the interview schedule several days in advance
of the actual interview to allow them time to collect or compile the
desired data. Face—to—face-interviews were then conducted with the
Kansas City area hospital administrators and telephone interviews were
conducted with the university teaching hospital administrators.
Survey questionnaires were developed in order to collect additional
information from patients, professional medical staff, faculty and
students at the Medical Center. The following three surveys were used
in evaluating the effectiveness of the support services:
1. The "Patient Survey', responded to by 313 patients,
contained questions pertaining to food characteristics
and other factors of interest in the Dietetics Department,
as well as questions about patient rooms relating to the
Housekeeping, Physical Plant and Laundry Departments.

2. The "Cafeteria Survey", containing questions concerning the
Dietefics Department similar to those on the "Patient Survey",

was responded to by 372 cafeteria patrons.



3. The "Faculty and Professional Medical Staff Survey' contained
several questions relating to all of the support service
activities audited, except purchasing. Four hundred faculty
and medical staff members responded to this survey.

The audit team also conducted numerous physical inspections and examined

. finanecial data, budgets, records, memorandums, files and other documents.

fiThezihformation obtained was compiled, organized and analyzed using such

techniqﬁes as cémparative analysis where appropriate. The resulting
conclﬁsiéné,'fiﬁdings and recommendations are presented in the chapters
that follow.

Any criticisms are intended to be constructive and useful to Uni-

versityiaﬁd Medical Center officials, leading to improvements that will

.> increase both the efficiency and effectiveness of the University of

Kansas Medical Center.



CHAPTER IT

DIETETICS

The Dietetics Department is responsiblevfor most food service

activities at the University of Kansas Medical Center. Fifty-seven

percent of the meals served in flscal year 1975 were to pat1ents The

remaining 43 percent were served in the cafeterla to staff and students.

Authorlzed p051t10ns for the Department in fiscal year 1975 totaled

200.5 most of wh1ch were filled throughout the year Total expenses in

fiscal year 1975 were $2 304,507.

Findings. .

In general, the findings are:

1.

There are few measurable objectives and performance indicators
used by management in assessing departmental performance.
Management has made inadequate effort to f&cilitdté‘accurate

reportpng of budgetary and expense information.

Dtetary costs at the Medical Center are greater than other

g

comparable znstztuttons due in part to lower product%v%ty.

The caféterpa 18 contpnutng to lose substant%az amounts of

R

money in vtoZatzon of K. A.R. Z 19-4.
Patients, staff and students are generally satisfied with the

Devartment's performance in providin ood service.
p p g

Management and Control

Objectives and Performance Measures

A well-developed set of formal goals, measurable objectives and

records of performance are necessary to manage and control department



activities. There is one primary goal for the Department: "To achieve

excellence in food service, (with) consideration given to nutrition,
quality of food, and efficiency of service".l However, specific ob-
jectives and performance measures for meeting this goal were lacking.
Examples of objectives and performance measures found in other hospitals
surveyed include: (1) 2.75 meals will be produced per departmental
manhour; (2) the food production staff will produce 45 meals per manhour;
(3) a level of four patrons per minute will be maintained during the
peak cafeteria hours; (4) cold food will be served at a maximum of 45°
and hot food at a minimum of 140°; and (5) each employee will receive a
minimum’of 24 hours of training. Establishing a comprehensive set of
objectives and performance measures would assist the Department and the
Medical Center administration in evaluating each service the Department

provides.

Budget Information

The Department of Dietetics, a hospital department, is closely tied
to the Department of Nutrition, an educational department. The two
departments should provide for differentiation between the patient care
goal and the educational goal of the Medical Center. However, some
staff members being paid from the Nutrition budget are working part-time
in Dietetics, while some staff paid from the Dietetics' budget work
part—-time in Nutrition. The budget for each department should be con-
structed to accurately reflect the time staff members spend in each
activity. If the budgets are to be useful for planning and controlling
resources, careful distinction should be made between the educational

work and the patient care work of the two departments.




Cost Allocation

A cost allocation technique used at the Medical Center involves:
subdividing departments into identifiable activities (éost centers);
There are six cost canters in the Dietetics Department‘includingf.(l)
food production, (2) personnel food service, (3) patient fggdzéefﬁicé,
(4) dietary administration, (5) dietary education, and (B)'ﬁﬁéiigéééed
salaries. The last two cost centers, dietary education and unafidéatén
salaries, serve no useful purpose for the Dietetics Departmentﬁ%zpi%tary
education, used to allocate costs attributable to Nntritign Depattnant
activities in the cafeteria, shouid more appropriataiy_be»a Nutgitiqn
Departmant cost center. The unallocated salaries cost ganter Qonsistingv‘
of salaries for nonfood handling kitchen help should be allocated among.
the other four cost centers. If the concept of cost centers is to
provide meaningful managerial informatien, it must be kept curfent and

reflect actual departmental activities.

Recommendation

The Dietetics Department should improve its management and control
by: (1) establishing measurable objectives and maintaining adequate
performance records for the Department, for each cost center &%diibfi ‘ @

employees; and (2) budgeting and allocating expenses to qppropyiate , o

departments and cost centers.

Dietary Costs
In order to analyze departmental costs two sets of comparisons weré
made. The first of the comparisons is with other Hospital Administrative

Services (HAS) institutions. HAS, a service provided by the American



Hospitg} As§2ci%t;on} proyides monthly ;omparative reports to all hospitals
which submit data and pay a»nominal fee. Institutions are compared by
state, census division and size. Another comparison grouping, teaching
hospitals, is_also:available. The second set of comparisons is with
other‘Kansa§‘City hospitals and another university teaching hospital in

the Midwest.

HAS Cddéarisons

Hospital Administrative Services has establisheé several measures
of efficiency and’ﬁrdduétivity'in the dietary area. In the latest HAS
six month report available (December 1974), the Medical Center compared

unfavorably in several categories as shown in Table II-1.

Table II-1

Hospital Administrative Services Comparisons of
Dietetic Efficiency ‘and Productivity
(July-December, 1974)

Total Direct Total Salary Total
Expense Per Expense Per Meals Per
Meal Meal Manhour
University of Kansas
Medical Center ' $2.55 $1.62 2.15
Midwestern Hospitals of
400 Beds or More? 1.74 .87 3.52
National Teaching
Hospitals 2.03 1.05 3.30
Western Teaching
Hospitals® 1.72 .76 3.82

a, b, ¢ The number of hospitals surveyed were (a) 28, (b) 136 and (c) 18.

Source: Hospital Administrative Services, General gervices Report HAS
Comparative Group Medians, American Hospital Assoclation.




These comparisons indicate that at the Medical Center meal costs are
high, particularly in the salary expense area, while productivity is

low.

Comparison With Other Regional Hospitals

As shown in Table II-2, comparisons were made with other regional

hospitals.
Table II-2

Efficiency and Productivity Comparison of
the University of Kansas Medical Center Dietetics Department
with Kansas City Area and University Teaching Hospitals
(Fiscal Year 1975)

Total
Salary Raw Food Total Direct Total
Expense Expense Expense Per Meals Per
Per Meal Per Meal Meal Manhour -
University of
Kansas Medical
Center $1.65 $ .79 $2.44 1.99
Hospital A 1.22 .74 1.96 2.78
Hospital B 1.16 1.03 2.19 2.75
Hospital C .86 .99 1.85 3.40
Hospital D 1.06 .67 1.73 3.32
"Hospital E .97 .86 1.83 2.95

Note: The hospitals surveyed provided data to Legislative Post Audit on the
condition that they would not be identified in the audit report.

Source: Legislative Post Audit survey, Cost and Manhour Survey, November 1975.

The table indicates that raw food expense per meal is close to the average
(median) and therefore is probably not a factor in explaining the high
departmental costs. The departmental costs are higher at the Medical
Center because of the higher salary expense and the lower number of meals

produced per manhour (productivity). If the direct expense per meal at
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the Medical Center was reduced to that of Hospital B (the hospital with
the second highest total direct expense per meal), the resulting savings
for fiscal year 1975 would have been $l97,109.2

Two factors which could increase salary expense are high turn-
over and salary levels. However, turnover and salaries at the Medical
Center Qerezfou;d Lo be’comparable with other area hospitals.

There are several reasons why salary costs in the Dietetics Depart-
ment are high and productivity is low. First, the Department operates a
decentralized tray facility Qhere food is prepared in the kitchen and
delivered in bulk‘to patient areas where trays are assembled. Other
Kansas City area hospitals assemble trays in the kitchen before moving
them to the paFient areas. A centralized tray service requires fewer
people and £herefore is more economical. Department management claims
that given the present physical layout of the patient areas, it would be
impossible to centralize the tray service. However, other hospitals
with similar problems have centralized their tray service through the
use of insulated trays or a '"freeze" food concept. In the freeze food
concept, food trays are prepared and frozen in a centralized kitchen and
are later reheated in microwave ovens located in ;he patient areas.

Second, all trays at the Medical Center are distributed to patients
by Dietary personnel. At some hospitals surveyed, patient trays were

distributed by nursing services. Under these circumstances, increases

in nursing services costs were reported to be more than offset by

decreases in dietary costs.
Third, the Dietetics Department does not have many part-time staff
members. By employing more part-time help during the breakfast and

dinner meals, the Department could avoid the low productivity that

occurs during slack periods.

1in
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Fourth, the Department uses fewer convenience fecod items than most
hospitals surveyed. For example, a survey showed that most institutions
do not make salad dressing or mayonnaise. The use of convenience food
items can increase raw food expenses, but can significantly reduce
manhours and salary expense.

Fifth, the cafeteria is open 22 hours a day. Most cafeterias
surveyed, even at large medical schools, were 6pen only an average of 12
hours a day. Some reduction of cafeteria hours would help to reduce
operating costs.

| The preceding analysis substantiates that the Dietetics Department
costs are excessive due to low productivity and the resulting high salary
expense. This analysis also suggests that productivity can be increased
and significant cost reductidns made which will 1ead to)a‘more cost

VN

effective department.

Recommendation

The Medical Center should reduce expenditures in the Dietetics
Department. A program of cost reductions should be initiated with
consideration given to the following possibilities: (1) installation of
centralized tray service or "freeze food concept in the existing facility,
(2) greater use of part-time personnel, (3) use of nursing service
personnel for patient tray distribution, (4) greater use of convenience

food items and (5) shortened cafeteria hours.

Cafeteria Expenditures and Revenues
Kansas Administrative Regulation 1-19-4(3), effective since August

1974, states that "where an agency operates its dining facility on the
basis of the selection of individual food items, the agency will establish

rates for each item based upon a recovery to the state of cost". 1In

11.



implementing this regulation, the Division of Accounts and Reports of
the Department of Administration has developed the following cost per
meal formula:

cost per meal = 110% (direct raw food + direct labor)
number of meals

Applying this formula to cafeteria operations for fiscal year 1975
indicates that the cost per meal in fiscal year 1975 was approximately
$2.394, However, as the pricé of an average meal was only $1.325 the
cafeteria sﬁ;tained an esfimated lass of $388,11A.3 Fufther, as shown
in Table II-3 it appears that the cafeteria has been operating at a loss

for several years.

Table II-3

, Cafeteria Revenues, Expepses .
(per Accounts and Reports Formula) and Losses
(Fiscal Years 1970-75)

Revenue Expense Loss?
FY 1975 $481,058 $869,172 ($388,114)
FY 1974 | 392,437 707,299 ($314,862)
FY 1973 351,338 528,349 ($177,011)
FY71972 . 326,447 535,351 | ($208,904)
fY 1971 250,257 511,467 (8261,210)

FY 1970 263,343 525,401 ($262,058)

aA11 of the estimated losses are not actual losses of cash to the Medical
Center. Revenues received from third party sources such as Medicare and
Medicaid offset a part of the estimated losses. For example, in fiscal

year 1974, the estimated cash loss to the Medical Center would have been
approximately $153,451 less than the estimated loss shown in the table.

Source: Calculated by Legislative Post Audit staff from Medicare Cost
Report data, FY 1970-74 and Medical Center "Detail Expenditure
Reports', FY 1975.
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Cafeteria Pricing

In the section "Dietary Costs", it was determined that costs in the
Dietetics Department were excessive. Some of the reasons for the high

Department costs could help to account, at least in part, for the cafeteria

losses. It 1is also possible that the cafeteria pricing policy has contributed

to the cafeteria losses.,

In order to depeﬁmipe the significance of this policy, a price
sﬁrvey was conducted at four other ared hospital cafeterias. Each of
tﬁe other hospital cafeterias serveq compaﬁable quantity and variety of
food items and hgd a stqqed pricing,objective of recovering dir?qtﬁlabor
and raw food costs. The'pricing of cafetefia food items at the Medical
Cénter differs somewhat from these other hospitals in the Kansas City_
afea. The average (median) price of a cafeteria meal at the Mediéal
Cénter was found to be $1.325 while the average (median) price!of a
cafeteria meal_at the otber hospitals was $l.393. Therefore, ;he pricing
of food items in the Medical Center cafete;ia is also a factor in explaining
the loss, |

The,Medical:Center cafeteria is opera%ing at a subqtantial loss in
violation of K.A.R. 1—1?;4. Futurewcafete%ia losses can be eliminated

through a combination of price adjustments ahd'costmrédﬁctiqns.

Recommendation

The Medical Center should take the actions necessary to recover

costs in the cafeteria as directed by K.A.R. 1-19-4.

Effectiveness of the Dietetics Department
Three surveys, as described in Chapter I, were used to measure
departmental effectiveness. The surveys included cafeteria patrons,

patients and medical personnel. Table II-4 presents the responses of




3
; patients and cafeteria patrons to questions regarding food characteristics.
While cafeteria patrons_hgd a }ower level of satisfactioncthan patients,
it was still generally favorable.
Table 1I-4
Patient and Cafeteria Patron
Ratings of Food Characteristics
e .. Response Category Percents
Number —
| Survey Qucspions ‘RespgnQing , Excclleqt;_ ﬂGood . Fair _ Poor
Patients o
Taste CoadL TTTUagd T son 14w 2%
Temperature |0 130t 7| awr U ows e e
| Quantity R ST TR R T 93
Variéé% R ' "lééﬂx e RV S R -
| Appearance! ’ 1'I§O“!)§“7ﬁ‘ b0 s g 1 (
Q Cafeteriazéacféﬁé | s v ¥ '
| VTésce K %d¢258,{g' | e o iCBEZQQAq 35% S8y
- Teﬁﬁéfatdréj‘ ” 260 - T | ijég-x !:;35' :w:'iZ
Quantity 256 6 37 36 21
] Variety |01 asy TS §' 7 a5 35T g
Hi Appearance Tl ass e S 50! 357 7
H PR

P S T E o hy il G [0 it L
Source: Legislative Post Audit survey, Cafeteria Sur%ey and Patient Survey,
October 1975.

The review of other survey results concegqiqg the effectiveness of the
Dietetics Department revealed that:

-93 percent of the patients responding to the survey felt the staff was
% efficient while‘cniy:68 pétcent of'thé cafeteria patfons and 59 percent

of the medical persommel thduéht the same.

pe
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—Cleanliness of the cafeteria facility, trays and utensils was

satisfactory.

-51 percent of the cafeteria patrons felt that the existing prices

charged in the cafeteria were "about right".

Thus, despite significant problems in the Dietetics Department with
respect to inadequate management information, high departmental costs and
a sizable gap between cafeteria costs and revenues the Department has
been generally effective in the opinion of patients, medical staff and

students in providing food service.
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CHAPTER III
PHYSICAL PLANT SERVICES

Physical Plant Services ié responsible for the operation and mainte-
nance of facilities at the University of Kansas Medical Center.‘ Three
departments are included within this activity: the Physical Plant Depart-
ment, the Housekeeping Department and the Laundry Department. The
Physical Planf Department and the Housekeeping Department are included

in this chapter. The next chapter discusses the Laundry Department.

Findings
In the review of the Physical Plant Department and the Housekeeping
Department, a number of shortcomings and deficiencies were aetected_in
the m&nagement practices of these two Departments. In general; these
findings are as beZows: |
1.  The information systems of both departments are inadequate for
effective management decision making. | |
2. In the Physzcal Plant Department there is a lack of controZ
over work requests, manpower resources and shop mater@als and
supplies.
3. There is inadequate supervision over employees in the House-
keeping Department.
4. The Physical Plant Department and the Housekeeping Department
Lave not been totally effective in the performance of support

services.
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The Physical Plant Department

The Physical Plant Department is responsible for parking and security,
the operatlon of the power plant and the maintenance and renovatlon of
Medical Ceuter faciiities. Majorfcrafts employed by the Phy51cal Plant
Department include painters, plumbers, Welders, electr1c1ans, air con-
ditiouing mechanlcsAahd carpenters.‘ In flscal year 1975 departmental

expendltures were $2 569 324 w1th 162 p031tlons authorlzed most of

whlch were fllled throughout the year.

AR

Management Information

A review of the principal reports prepared for the Physical Plant
Departmeutrinoicates that the information is inadequate for effectively
controllrug costs and evaluating performance. The "New Work Cost Summary"
and thenbﬁaiuteuance CostﬁSummary”.arelmonthiy computer ruus which con- ”
tain labor, materials and overhead cost data and allocates these costs to
a speciticvdepartment-or project. A.review of'these cost reports reVealed
major errors which had not been corrected:
1. Project Number H095, November 1974 - Instaliation of a door
framemfor;$95,393 was actually $488, | o
2. Project Number H236, December 1974 - Installation of a deep
fat fryer for $249,409 should have been $72.
3. Job Cost Number 9924, December 1974 - General maintenance of
unassigned buildiug interiors for $102,920 was actually $3,512.
These errors were caused by inaccurate data submitted on the material job
cards completed by the Physical Plant employees. While some improvements

have been made in correcting the cost reports, management should ensure

that manhour and material job cards are completed accurately.
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The Physical Plant Department also ﬁas a monthly computer report
which purports to show a comparison of estimated and actual manhours
worked by each tréde on a project. The_actual manhours worked on a
partiqular project are summarized‘invthis report, but no comparison to
estimated manhours is made even though the estimated manhours are listed
on another report. Management stated that the manhour estimates were
not accurate enough to make a valid comparison. The Department also
does not estimate the costs of mﬁterials‘and supplies for a p;oject even
though the foreman completgs a pp;chase request for estimated materials'
needed fgr the project. The comparisoqﬂof gctual costs to estimated _
costs for manhours and mate;%als would be an effective means of con—‘
trolling the projegts, espeqially if thg Departmenp developed some work
standards. .There are references available which would assist management
in developing accurate estimates and work standards applicable to physical
plant-type operations."Good estimates would facilitate work scheduling
and’planning, prqvide manggement with a performance measure, and assist
management in more effectively directing the Department's activities.

The preqeding shortcomings and deficiencies, taken together, lead
to the conclusion that the information system has not provided management

with the necessary data to facilitate planning and to control the activities

of this Department.

Recommendation

Physical Plant management should develop and utilize adequate
records, reports and other information to support management planning,

eontrol and operations.
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Physical Plant Department Policies and Procedures

Control of Wbrk Requests

Phys1cal Plant management malnta1ns a work requeSE file to de—
termine Which jobs have not been'completed. A copy of the written work
request is keptvln the file until the“request"has“heen completed; ;Homever;
the file has not beenlkept.upetoFdate;R*ﬂhst‘of the written“mork'requests‘
outstanding resultvfrom%theﬂtadlure>of:theﬁforémen“to return the written
work requests;to‘the central PhysicalﬂPlant office when the job is com-

pleted A sémﬁié'df“zo workfrequestsvln‘the{fllenindicated that 18

requests had actually been completed and two requests were Stlll outstand1ng

LI RCT A ‘ Tl

An up- to date Work request f1le would prov1de management w1th the 1nfor—

mation necessary to assess whether a backlog'of work requests'eiists.

» Th s 210

In add1t1on to the wrltten Work requests,bthe Department rece1ves

Prigy s‘-l’ ‘)L‘v_‘.,

o R TR L S 1 Sy
telephone requests for m1scellaneous repa1rs. One copy of the telephone

work request is completed by a Phys1cal Plant secretary/and g1ven to “the

o . pooar Pty

approprlate foreman.‘ The telephone request is also recorded on a control

ledger. No reconciliation of the foremen's ﬁork’fé@ﬁesté'andfthé‘ébnffbi‘
a7 s ) i oot s R TR T TR TE I

ledger is made and management does not know if the work has been completed

. S ot ad i A TS o L AP T SO S S R A I I IV T
unless there 1s a second request. Several of the telephone work requests

1
et

on the control ledger were repeat requests for jobs whlch had not been('
completed. | Pl o SR
A survey of faculty and professional medical staff cdnééfﬁiﬁg the
prompt completion of work requests indicates that 21 percent of the‘
respondents felt that the work requests were never completed promptly
and over 57 percent of the respondents statedvthat the requests were
sometimes completed promptly. Management should keep an up-to-date work

request file and reconcile the telephone requests to the control ledger

to enable management to ascertain the status of these reports.

19.
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Control of Materials and Supplies

The Physical Plant Department maintains an inventory of materials and
supplies in a centralized storeroom and dt the shop level. Most of the
materials and supplies are located at the central storeroom which is under
the control of two storekeepers. The shop foremen requisition merchandise
from the central storeroom as it is needed for a»project by using a
material job card. A review of the central storeroom procedures and a
test check of the perpetual inventory records indicates control over
materials and supplies is adequate. However, there is a lack of control
over materials and supplies- at the shop level. No inventory records are
maintained at the plumbing, cqnstruction,,electrical and key shops.
However, considerable quantities of material are on hand at these shops and
apparently it accumulates over time since excess supplies are not returned
to the central storeroom. While it was not possible to determine the
dollar value of these supplies due to the lack of recofds, shop materials
and supplies should be kept at a minimum in order to maintaiﬁ control and
to accurately allocate material costs to a project. The Physical Plant
Department should take a complete inventory of shop materials and supplies

and initiate procedures which would effectively control these stocks.

Control of Employees

The Physical Plant Department maintains a large work staff and proper
utilization of this staff is central to efficient and effective departmental
activity. However, management has not evaluated the efficiency of its
staff because the erartment has not utilized the project manhour estimates
in the weekly status reports Or established performance measures for the
various tasks normally assigned. In addition, control over employees is

very decentralized which accentuates the need for performance measures.
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The Department should develop some means to determine if jobs have been
satisfactorily completed: Examples are as follows: include the employee's
name on the work request; evaluate the time reports submitted by the
employees; and establish written work schedules for all departmental
personnel.

There is a problem of supervision at the project level.  The Physical
Plant Department is organized functionally according to the major trades
and crafts. No individual at the project site is directly responsible for
all of the project activities. A foréman may be reépOﬁéible'for'persohhél
working at ‘several job sites; therefofe, adequate ‘supervision’is’'difficult.

Theré aré shortcomings in the planning and scheduling 6f departmental
aCtivities which may lead to inefficient use of employees. For example,
completion dates have not been determined on the weekly job status reports
and several projects which were started are now waiting for the delivery
of materials:.

The proper-iitilization of manpower is the major determinant of the
Department’'s productivity. The following statistics of Hospital Adminis-

trative Services (HAS) indicate that manhours per 1000 square feet for thé

Medical Centér Physical Plant are higher than other comparable instititions.

Kansas National Midwest Région Western
University Teaching 400 Bed Teaching
Medical Center Hospitals Hospitals " Hospitals
Manhours Worked
by Physical Plant
Employees Per
1000 Square Feet
(July - December
1974) 21.76 19.37 14.93 20.04
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To indicate the magnitude of this problem, the difference in annual ‘
staffing requirements between the Medical Center and the average Western
Teaching Hospital (the next highest manhour statistic) would be eleven
full-time employees. The HAS manhours per 1000 square feet is an indicator
that productivity could be improved and management should make a consci-
entious effort to establish work schedules, develop performance measures

and improve project supervisiomn.

Recommendation

The Physical Plant Department should initiate policies and procedures
which will efficiently and effectively control the activities of the
Department. These should include: (1) establishing work schedules; (2)

developing performance measures for employees; (3) improving control

over work requests and shop materials; and (4) improving project supervision.

The Housekeeping Department

The Housekeeping Department is responsible'for cleaning patient and
nonpatient areas, making beds, movingvfurnithre and washing walls gnd
windows. There were 229 authorized positiomns for the Department in
fiscal year 1975 and most positions were filled throughout the year.

Total expenses for fiscal year 1975 were $1,326,225.

Comparative Analysis

In the efficiency evaluation of the Housekeeping Department, compara-
CLEer , - 11 Ping )

tive data was collected by surveying administrators from five university
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teaching hospitals. Table III-1 shows the comparisons of manhours per

1000 square feet and‘salary expense per 1000 square feet.

Table ITI-1

Efficiency and Productivity Comparison of
the Unlver81ty of Kansas Medical Center Housekeeping
Department with University Teaching Hospitals
(Flscal Year 1975)

Salary Expenses Manhours
Per 1000 Square Feet Per 1000 Square Feet

University of Kansas

Medical Center $1,175 409
Hospital A | 1,422 605
Hospital B 1,460 748
Hospital C 2,275 446
Hospital D T o 261
ﬁgsgiéél E ‘ 2,040 | 601

Note: The hospitals surveyed préViaéﬁmdaté:to Legislative Post Audit
on the condition that they would not be identified in the audit
.. report.

Source: Legislative Post Audit Survey of Unlver81ty Teachlng Hospitals 1n .
the Midwest Region, October 1975.

.
Yy

At the Medical Center 409 hours were required to maintain 1000, square feet
in fiscal year 1975. The‘manhgqr“usage at the Medical Center was 123 hours
less than the average manhour usage per 1000 square feet at the other
institutions. Information gathered by Hospital Administrative Services
(HAS)‘aiéo'shoﬁé that between Jung and December 1974‘the manhours per

1000 éqﬁére’%eetyat Ehé Medical Center was lower than other national
teaching hospitals. 1In order to determine if the Medical Center House-

keeping Department had more square feet assigned per employee, another

23.
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comparison was made with the five university teaching hospitals. .::The
Medical Center Housekeeping Department has an average of 4,714 square
feet assigned per employee while the five university teaching hospitals
ranged from 3,133 to 7,408 square feet assigned per employee. This
indicates that square feet assigned per employee at the Medical Center
is comparable with the other hospitals. S Lo ;

In fiscal year 1975 a total of $1,052,579 was paid to Housekeeping
personnel to maintain 895,500 square feet. ' This amounts to a'salary
expense of $1,175 per 1000 square feet which is $428 less than 'the
averdge expense at other hospitals surveyed.: In'additiorn; the ‘latest @i
six month Hospital Administrative Services (HAS) statistics indicdte
that the Medical Center's direct cost per 1000 square feet is less than
other -national teaching hospitals.  To ascertain if “low-salary levels
were affecting this efficiency measure, additional comparisons were
made. In October 1975 a salary survey was sponsored by the'Gréater
Kansas City Area’ Personnel Directots Associaticn: Thé"salary levéls at
the Medical Center were found to be competitive with 'thé other’'26 : Coa
hospitals (the Medical Center ranked 9th-in weighted average sdlary).

The performance measures reviewed would séem to indicate that' the
Housekeéping Departmeiitis operating efficiently relative to the five
university teaching hospitals. ' However, these measures do not take

into account other factérs such as cleanliness at the Medical Center.

Management and Control Practices

To properly manage a housekeeping department, it is necessary to
establish goals, objectives, procedures and performance measures. According
to the American Hospital Association, ''it is necessary to have written

procedures and standards of performance prepared for every housekeeping job.
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Then, if a worker is not complying with the methods taught, his irregularity
can be tangibly, proved. If supervision becomes lax, it will quickly be
reflected in negligence and a concomitant drop in standards of cleanliness.'

The stated goal of the Housekeeping Department is to "provide as
clean an environment as possible for all patient and nonpatient areas".2
However,:- no measurable objectives exist in the Housekeeping Department
for this goal. In addition, procedures are inadequate because there 1is
no departmental;housekeqping,manqal_which documents the activities and
information ,needed to.operate.the Department, A housekeeping manual
should contain instructions for supervisory personnel; job descriptioms; .
responsibilities of the Department; standards of performance; .and a time
schedule for the performance of .various tasks. .

Performance measures necessary to assess the efficiency and effective-
ness of the Housekeeping Department,are not used by management. First,
the Department.-does, not maintain:records which. detail the amount of time
required .to,clean.different types.of areas such as: occupied patient
rooms; dismissal, rooms, walls and corridors. Examples of performance
measures found.in, other hospitals surveyed include: (1) daily cleaning
of occupied;patient rooms will be.at the rate of 850 square feet per
hour; . (2) public areas will be tidied three times daily between 7:00
a.m. and:3:30:p.m.; (3):mon;hlyvturnover\will»gotAexgegdv2.7 percent; ..
and (4) special requests. for housekeeping services will be filled within
one hour. Second; an inspection checklist for patient and nonpatient
rooms is available to supervisors in the Housekeeping Department, but no
evidence was presented to indicate that it was used.on’a fréqﬁeht and
systematic basis. All bther hospitals contacted during the audit had

regularly scheduled room ihspéctidns and routine bacterial counts.

25.
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The review of the management control system in the Housekeeping
Department indicates that there is a lack of measurable objectives,
procedures and perfofmance'measures;_inadequate supervision; insuf-

ficient room inspections; and an absence of cleanliness standards.

Recommendation

Manageﬁént should initiate'several cﬁanges in control pracf{éeé
tneluding: (1) establish{ng measurable objectives and written records of
performance; (&) preparing a housekeeping manual; and ( S)'ir;pro'pjéng
supervision by establishing standards of cleanliness for all areas of
the Medical Cénter and providing a systematic way to evaluate cleanliness.

Effectiveness of the Physical Plant Departmehtr
and the Housekeeping Department.

Several sg;yeys,,asnd¢§pgib¢d,in Chapter I; were conducted during
the audit to determine the effectiveness of the Ph;sicél'Plaht Department
and the Housekeeping Department as support, services. The effectiveness
evaluation of these two departments is combined because many of the
areas of responsibility overlap. For example, the attractiveness of a
room may be determined by how well the walls are washed, a Housekeeping
responsibility, or whether or not the walls need painting, a Physical
Plant responsibility.

Table III-2 presents the responses of faculty and professional
medical staff to specific questions concerning the effectiveness of

these two departments.
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Table TTI-2

Faculty and Professional Medical Staff Survey
Effectiveéneéss of the University of Kansas Medical Center
Physical Plant Department and Housekeeping Department

Response Category Percents

Number ' -
Survey Questions Responding | Always Usually  Sometimes Never
Lighting is adequate 373 12% 48% 30% 10%
A proper temperature y o
is evenly maintained - 378 2 29 50 19
The surroundings aré - 1
generally attractive 375 2 23 47 28
Maintenance and work
requests are completed
promptly 351 2 20 57 21

Source: Legislative Post Audit -surveéy, ‘Faculty dnd Professional Medical
Staff Survey, October 1975.

The teview of the survey rtesults leads to the following observations:

- Lighting was judged to be generally adequate by 60 percent of the
respondents:

- 69 percent of the surVey respondents indicated that & proper' teémperdture is
only sométimes or never maintaihed.

- 75 percent of the faculty and medical staff stated that the su¥roundings
are generally unattractive. Only 25 percent say surroundings are
attractive.

- 22 percent of the faculty and medical staff indicated that maintenance and
work requests are always or usually completed promptly.

- Most of the comments on the Faculty and Professional Medical Staff Survey

indicated that maintenance of the Medical Center facilities needs improvement.
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In addition to specific quéstions concerning the responsibilities
of the Housekeeping and Physical Plant departments, the faculty and
professional medical staff rated the cleanliness of certain areas in the

Medical Center. Table III-3 presents the ratings of these areas.
Table III-3

Faculty and Professional Medical Staff Survey
Ratings of Cleanliness in
the University of Kansas Medical Center

Resporise Category Percents

‘ . ~ ‘Number — —
Medical Center Areas Responding | Always Usually Sometimes  Never
Patient Rooms/
Rest Rooms 315 3% 41% 48% 8%
Operating Rooms/ N . o
Emergency Rooms ' 185 25" 56 - 18 1’
Offices/Classrooms/
Conference Rooms 352 7 48 40 5
Utility/ . ,, :
Storage Rooms ' 263 4 30 51 15
Hallwdys/
Stairwells . 365 b 35 44 17

Source: Legislafive Post Audit survey, Faculty and Professional Medical Staff
Survey, October 1975.

'

The sufvey of fadulty and medical staff indicates:

- 44 bercent feel that patient rodéms are always or usually clean, while
56 percent felt that the rooms are only sometimes or never clean.

- Hallways, stairwells, utility rooms and storage rooms are rated as
always or usually clean by over one-third of all respondents. However,
roughly two-thirds of the respondents stated that these areas were only

sometimes or never clean.
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- Whila 55,percant‘of tha_raspondents stated that offices, classrooms,
and copference rooms are always or usually clean, 45 percent stated
‘thatitheae areas,are,only sometimes or pavat clean.

- Operating and emergency rooms were judged always or usually clean by
81 percent of the respondents. Still, 18 percent stated that the

operating and emergency rooms are only sometimes clean.

Room inspections &eré made by the auditota of 19 patient rooms
selected at random. FEach of these rooms was checked three times through-
out a three—waak“patiod using an inspection checklist obtained from the
Hotaekaepiﬁgfbépartment, Hftéms in;the patient rooms were rated either
satisfactory or unsatisfactory. Those items which were found to be
oﬁsatisfactory during 30 percent or more of the inspections were floors,
washbowls, mirrors, light fixtures and walls. Nine of théll?ufooma; 
inspected by the auditors needed painting (47 percent), and the floors ..
were dirty éﬁ 58 percent of the inspections.

The survey and inspection results indicate that the Physical ?;éﬁt‘
Department and the Housekeeping Department have not been totally affect%va
in?performiﬁg their respective support services. Specific problem areas
are pinpointed vhich management should consider in secting priorities,
oeveloping future plans and evaluating the pérformanoeﬁof’theaéiﬁapartments.
A definite improvement in the effectiveness of these Departments’ operations

and the performance of their responsibilities is warranted and necessary.
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CHAPTER IV
LAUNDRY SERVICES

The primary responsibility ‘of the Laundry Depaftméﬁt“ié to seée that
2.7 million pounds of linen are cleaned each year. Eigﬂfy?fiVe pefcént
of this total is laundered by a private cooperative iauhdr§; ﬁosﬁital
Linen Services Inc. (HLS). The remaining 15 percent is laundered at the
Medical Center and consists primarily of employee and student uniforms
and miscellaneous linen items. Additional reéponsibilitiéézof'%he
Laundry Department include géthering'and sorting soiledglineh, delivering
clean linen, making special linen items and altering uniforms. Thirty-
four positions are authorized for this Department in fiécal year 1976.

Total expenses in fiscal year 1975 were $502,896.

€ :v‘l

Findings
In general, the findings,are»qg“beZows:
1. There is chk Qf management controls in the Laundry Department.
2.  The decision to contract out a portion of the Zipen services
alleviated some problems, but other alternatives may exist
which would produce better results.
3. The Laundiry Department does not meet ite goal of““haviné clean

linen for patients at all times™.

Management Control System
No measurable objectives exist for the Laundry Department. During
interviews, Laundry Department personnel and Medical Center administrators
stated that the goal of the Department was to have clean linen for

patients at all times.l Another goal should be to provide clean linen
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at the lowest possible cost. Objectives should relate to measures of
tensile strength (resistance to tearing), whiteness retention, bacteria
bui}dup,‘;ipeq_usagqund loss,xl;pen rgp}aqeggqt cps§§ and productivity.

Few formal policies and procedures exist %n the Laundry Department.
Some %reaglip Whicb pol?gigs and procedures copld be established for .
the Lapndry Department‘ipclpdgz (}) de;ingating functions and responsi-
bili;igs of:theiyayndry Departpent; (2) repairing and replacing linen;
(3) handling and Weigh%qgﬁp%ganvgnd soiled liqgn;k(4) distribqting clean
l%nen; (5)‘u§%gg detergents anq‘pléanipg agents; and (6) ;rainipg_new
pérsonnel.

Only limi;ed‘informaFign yaglava%}able concerning departmental
costs, manhours and other possiblg pgrformance measures. Thisvinformation
was insufficient to accurately measure either employee or departmental
performance. For example, information was available on the number of
uniforms pressed in the Laundf&rﬁéﬁaftﬁéﬁE;‘but this information did not
include actual manhouts warkéd; Basic performance measures should

include (1) output per manhour and (2) cost per unit.

Recommendation

Formal management control practices should be instityﬁed in the
Laundry Department. [These should include: (1) establishing measurable
objectives and accurate records of performance for all employees; and

(2) preparing a laundry pblicy and procedure manual.
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Contracted Linen Services

On October 23, 1974, implementation of a contract for linen service
began between Hospital Linen Services Inc. (HLS) and the Medical Center.
The_decision to contract involved only regular hospital linen (which
constitutes 85 percent of all linen) and necessitated maintaining an
"in-house" laundry capability to do uniforms and miscellaneous linen
items. Management has indicated that they plan to continue handling

laundry in this manner for an indefinite period.

Short~Term Propriety of the Decision to Contract

While no direct evidence exists describing the decision making
process or the reasons underlying the decision to contract for a portion
of laundry services, it is possible to document some probable reasons.
First, the laundry facility at the Medical Center was crowded. Using
the standard of one square foot for each pound of the total daily
poundage of laundry processed, the laundry should have had a minimum of
11,250 square feet available.2 Only 8,187 square feet were allocated to
the laundry, 3,063 square feet below the standard.

Second, Hospital Administrative Services (HAS) performance measureé

indicated that departmental costs had been high and productivity low.

"?igure IV-1 shows that between December 1971 and June 1974 output, as

measured by the pounds of laundry processed per manhour, was significantly

lower than the average (median) of each of the three comparison groups.
Figure IV-2 indicates that the laundry expense per 100 pounds had

been consistently higher at the Medical Center than the average (median)

of the comparison groups.
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Figure IV-1

Laundry Pounds Per Manhour
The Medical Center Compared to Averages (Medians) for
National Teaching Hospitals, Midwestern Hospitals
‘of_QOO Beds or More and Western Teaching Hospitals
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Expense Per 100 Pounds
(Dollars)

Figure IV-2

Laundry Expense Per 100 Pounds
The Medical Center Compared. to'Averages (Medians) for
National Teaching Hospitals, Midwestern Hospitals
of 400 Beds or More and Western Teaching Hospitals
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A third probable reason for the decision to contract might have related to
the condition of the equipment in the Laundry Department. Inventory records and
auditor inspections indicated that equipment was outdated and in need of repair

or replacement. This would have required additional capital outlay expenditures.
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Thus, dué to inadeqﬁé£e spéce;.inefficiency iﬁ‘fhe Laundry Depart-
ment and the née&iﬁo‘repéif or”replace équipment, it apﬁééré‘management
took a course of action to alleviate some or all of the problems.
Furthermore, the decision to contract out linen to Hospital Linen Services
Inc. was strongly influenced by a laundry management consultant's report?
issued in 1970. This report projected a minimum savings in direct

laundry expenses of 33 percent (about $165,000 annually) if the Medical .

Center contracted for linen services with a planned cooperative laundry.3

It is impossible, however, to assess the propriety of the actual decision

without considering the long—term implications.

Long-Term Propriéty of the Decision toContract

In order to evaluate the decision to contract for linen services,
it is necessary to develop a cost comparison. The comparison, as shown -
in Table IV-1, is between the actual operating expense with the Linen
Services contract and the projected operating expense if no decision‘had
?Bgén made.?iﬁé actual o@ géting expéﬁ%e exceededﬁghe projecﬁéﬂ expense
by $88,758 or $.0328 per pound. This increase can be attributed to the
increased operatiééﬁéxﬁe%ééévt$52§fd§73;withéﬁ%“gﬁ dqlial decrédse in

salaries and Waééé“($i33;§995{
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Table IV-1

Projected Operating Expense of Laundry Department
Compared to Actual Operating Expense
(November 1, 1974 through October 31, 1975)

Actual Projected Increase

Operating Operating Expense or

Expense (No Decision): (Decrease)

Salaries and Wages $ 305,983 $ 439,282 $(133,299)
Other Operating Expenses 255,494 33,437 222,057
Total Direct Expense . $ 561,477 . $ 472,719 - . $ 88,758
Direct Expense per Pound $.2091 $ .1763" + 8§ .0328

Note: PrOJected operating expense is based upon expenditures for the
12 month period from November 1, 1973 to October 31, 1974 with
salaries and wages increased in an amount equal to average
increase of other classified employees in State service for the
following 12 month perlod (approximately 10 percent). Other.
operating expenses were 1ncreased by 15 percent an amount roughly
equivalent to the rate of inflation experienced between. the two
time periods. The contract for linen services was 1mplemented
between October and November of 1974. .

Source: Calculated by Legislative Post Audit from information contained
in Medical Center reports including monthly management reports,
Hospital Administrative Services report working papers and
detailed expenditure reports.

According to théiconéultanfws réport of 1970, the cost to the
Medical Center of contracting for linen services should have been more
than offset by a decrease in salaries and wages as the result of a
substantial staff reduction in the Laundry Department. The report
stated that only six employees, instead of the 69 on the January 1970
payroll, would be necessary. However, the validity of the report’s

predicted staff reduction and resulting cost savings rests in part on

the assumption that 100 percent of laundry services would be contracted

36.



out. Since only 85 percent of the laundry was contracted out additional
staffing was retained in the Laundry Department (37 employees were on
the October 1975 payroll). The impact of this new as;umption (that 85
percent instead of. 100-percent be contracted out) should have been
carefully analyzed'5§ Medical Center management. This suggests that the
direct laundry expense at the Medical Center will continue to exceed the
direct laundry expense at comparable institutions. In October 1975, the
direct laundry expense per pound at the Medical Center exceeded $.20.
The direct»expense per pound at six other hospitals,sampled (non—HLsi.‘
hospitals), including four university teaching hospitals, was less than
$.16 ﬁér ppﬁpd regéfdless of whether laundry serviéé'wéé”cbﬁtyaéted or

provided "in

ifi<house'.

This analysis indicates that while the decision to contrdct for a
L . BT s W

may exist which would produce bétter results at a lower cost.

t:

Recommendation
Work should begin immediately on identifying the best altermative

for handling laundry in the future. A primary concern should be to

determine the staff requirements for each alternative developed, including

the current one. This should be completed well in advance of the
expiration date of the current laundry contract (November 30, 1977).
Zhe basic‘alternatives include:
1. Contracting for all (100vpercent) laundry services,
2. Doing all laundry 'in-house', or
3. Contracting for a portion of laundry services with the ngance

being done "in-house'.
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Effectiveness of the Laundry Department

In order to determine departmental effectiveness in providing clean
linen to patients, the auditors conducted a survey of patients.and
professionél medical staff.

Survey results indicated that:

=22 percent oflthe patients felt that the bedsheets and pillow cases

were not always clean.

~-Only 56 percent of the professional medical staff felt clean linen

was always or usually available.

These results indicate that the Laundry Department is not'attaining
its goal of having clean linen for patients at all times. The underlying
reason for the ineffectiveness in this area is the -lack of adequate
management controls. This can be illustrated by describing the distribution
of clean linen to nursing stations. All nursing stations are to receive
a certain number of pounds of linen based on past usage patterns. Linen
carts are supposed to be loaded with the appropriate linen. However,
since no record is maintained of the actual number of specific linen
items placed on the cart, shortages and surpluses occur at the nursing
stations. Therefore, the actual use of specific linen items by nursing
station is not known. A control system would pinpoint such possible
problem areas as excessive linen usage, late delivery of linen from HLS,
pilferage, incorrect linen distribution, and inadequate supplies of
various linen items. Once the problems are identified, corrective

action can be implemented.
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Recommendations

1.

The Laundry Department should maintain accurate records of linen
distribution to each nursing station. This record should be used
to develop a true usage standard for all major linen items.

Action should be taken by Medical Center administration to ensure

that linen is properly laundered and available in adequate amounts.
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CHAPTER V
PURCHASING

The Unlverélty tf Kansés Medical Center conducts its purchas1ng v
act1v1ties W1th1n the state—wtde ;ystem establlshed by statute and by
the State Director of.futchases 1 It is emphas1zed.that the scope of
this audit pertains to the purchasing system at the Medical Center only
and does not directly address the-operations:of the.State Division of.

. Purchases: The:Purchasing Department at the Medical Center is involved
in order processing, pre-contract activities,:buying and correspondence.
In. fiscal year 1975, the Medical Center expended-$28.9 million for
contractual- services, materials, supplies and equipment. The Purchasing-
Department was- involved in about . 47: percent of the dollars expended,
$13.5 million. The Department was.not involved in: the remaining 53

. percent; which was for noncompetitive items; :such.as:utilities.: The
Purchasing Department is: staffed by 41 people with an annual operating

expenditure of $369,192 in fiscal year 1975.

Flndlngs

i. There is a Zack of fbrmaZ gans; obgecttveé,1poltctes and regular,

NI

systemat%zed tnfbr%atton adeqﬁ&t; fbt manaéer;al control and evaZu—:
ation of the purchas¢ng system. | o T

2. The purchastng system at the Médical Center requtres a constderable
amount of time and effort to process relatively small . dollar amount
purchases. < ) L

3. For those contracts administered by the Medical Center, the standards

for quality review and price competitiveness are not strictly adhered

to in making awards.
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4.  For noncontract purchases put out for bid, neither quality review
nor price competitiveness appean to>be fully adequate.

5.  There is no evidence to indicate that.the intermal Medical Center
directive to seek aompetztzve bzds on dzreat purahases is followed.

6. The property aontrol system at the Médzaal Cénter 18 znadequate{

espeataZZy when purahases are made wzth E%dowment Assoctatzon funds.

Management. and Control

Goals, Objectives, Policiés and:Procedures: :

There are: few:formal: goals, objectives,or policies . within the Purchasing
Department at the Medical Center. Despite the volume: and dollar magnitude of
the purchasing function, the goal of the Department seems to be to simply

adhere to.the State system and to serve the Medical Center by the routine-

processing of paperwork. The system:as it presently exists is largely informal.

The objectives and policies pertaining to purchasing decisions:appear to be
communicated diréctly to.the various departments by Medical Cénter management
during the budget process and through continuous informal discussions-

with responsible staff. While the' Purchasing Department. has. prepared a
detailed procedures manual which communicates to the other departments the

steps to follow in preparlng and proce551ng off1c1al purchasing documents and
M s 3 e .

[N U
4 \

descrlbes the organlzatlon and role of the Purcha51ng Department, this manual
should also contain statements of the goals, operatlonal objectlves and

policies of the Medical Center Wlth regard to the purcha51ng function.

Management Information

The purchasing system at the Medical Center is being managed largely

without the benefit of reports or systemized information relevant to basic
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decisioo§m;kiﬁgiVJ%ﬁe”iﬁformetionwﬁeeeseerp for effectiﬁe.mahagemeﬁt eﬁodid'
be developed%eed reported on a regular ba51s;

The;opi§‘finéﬁEIefireports e@eiieble and utiiiée&vregularly aéé”&hé’
tE”Monthly Management Report" end the "Departmental Budget and Expendlture

Report. Whlle these reports allow for comparlsop of actual expendltures
to budget:eiloeatioﬁe;.peitﬁer”ean be*consiaerea'adequete for'eﬁalﬁatiﬁg
the effieieho§'or effectiveness of thewpﬁrehesihg s&étem.

With the possible exception of inventory control, the recoﬁéelepmpiledl
and mainteined,py“the;?urehasing,Depertment are. simply activity.logs and
therefore: are of limited.usefulness to management.  Two examples illustrate.
the point.,»The_record of orders processed is useful as a measure of work-
load, but not as a measure of performance unless a standard is established.
for the number of orders that should be processed. Likewise, the yearly
price comparisons on contract itemsuproridee eoﬁe,information, but are not
timely, meaningful or useful, unless they;areﬂeompered;to.pricelipgeges,ﬂrgJ
long term price trends,.the cost of substitute materials or price movements
classified,byisuppliersKand/or;manufacturers.

.The ,budget processiisxoﬁtepweited?by Medical, Center administrators, as, .
the primary. tool used. to pleg‘and—eontrolepurchasing.activities. To:,
determine, in part,, the adequacy of the budget process in this regard,. the
following analysis was made. For fiscal years 1973, 1974 and 1975, actual
expenditures by 12.of the largest departments, comprising almost 90.percent
of the-Medical-Center's. totals for equipment expenditures and. other expenses,
(excludes salaries and wages) were compared to budgeted. amounts.  (See .
Appendix A for details.) Adopting a standard that expenditures should not

deviate by more than 10 percent from budget, it was found that equipment

expenditures exceeded the standard 91 percent of the time (32 of 35 instances).
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Further, operating expenditures exceeded the standard 60 percent of the

§

time (21 of 35 instances). If the standard was raised to a 20 percent

deviation
3w

d v L. TR o,

of theetime (?9\0f>35 instances). For other operating expenditures, a

1 H

for equipment, expenditures exceeded the standard 83 percent

standard

of 1> percent still shows almost half the cases outside that limit. The

Lot o LA S

analysis indicates that the budgeted figures are not good predictors of

actual expenditures unless wide tolerances for accuracy are accepted.

Recomméndation

The Purchasing’ Deparitment sholild" také the initiative in'detting'

operational- objectives;’ developing performance measures Ghd: generating

-~ it

information useful’ to management and opérating departments ‘regarding the

Vo s e b vau e e Lo ’ o ticey
purchasing- fiinction. - -
L S D T A T I LN B
Output of the System
0 B U mEe tat o afo omabhtoe T s

Vouchet” Chatacteristics: ahdi Processing’

~7 0nee a purchase decision”has béen madé; a department sends a purchase

request to the Purchasing Department. The Purchasing Department typés"

i vs e vp T gt 3y Tt AR T N R A R Iy APPSR e R R
either an agency ‘purchase’order for direct' purchases or “a’purchdase requi-

sition which goes tb the Staté’Division’ of Pufthasés for further’ actibn.

+

The é¢ulmination of the plitchase  éyéle is the payhent voucher.'”

- ~Thé number of payment vouchérs initiated in connéction’with Medical

Centér activities in fiscal year 1975 was 52,384.. According to'Legislative:

Post Audit éstimatés,” the:Purchasing- Department particiﬁated in’ the:pro~"'

cessing of 41,300 of these vouchers. The remaining 11,084 vouchers were

for such noncompetitive purchases’as utilities and the PUrchaEing‘Départé

ment do€s not participate in the processing of them.:
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A statistically valid sample of vouchers was selected for analysis;

the results are summarized in Table V-1.

Table V-1

Selected CharacteriStics of Vouchers
fpr Competitiye Pprchases ,
Processed by Medical Center Accounting

(7Y 1975)
. General . Research
Accountingd ~ Accountingd

Total number of vouchers (all purchases) 40,7&8 id;§§3”
Sample Size 311 200
Average dollar amount per voucher _ ‘

Total sample’ $257.27 $ 91.22

Under $200 82.89 49.45

Over $200 713.47 745.55
Percent of total vouchers

Under $200 72.3% 94.0%

Over $200 27.7 6.0
Percent of total dollar amount

Under $200 o 23.37% 51.0%

-Over $200 ’ ‘ ' - 76.7 - 49.0
Percént of total vouchers

On contract 35.47% 3.5%

Off contraet ‘ 64.6 96.5
Percent of total dollar amourt '

On contract ‘ , 54.27% . 2.3%

Off contract ' ' 45.8 97.7

aResearch Accounting includes only, sponsored research. General Accounting
includes all other accounting functions.

Source: Legislative Post Audit samples drawn from fiscal year 1975 paid
vouchers in Medical Center files.

The table illustrates sevetral major points. First, the majority of

vouchers are for amounts under $200; 72.3 percent in the case of gemeral

accounting and 94.0 percent for research accounting. Second, most of the
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vouchers are for off-contract items. Thifd, in general accounting, vouchers
under $200 (72.3 percent) account for only 23.3 percent of the total dollar
amount, in research accounting 94 percent of vouchers under $200 account for
51 percent of the total amount. Figally, more than half of the expenditures
in the general accounting area‘éfé fo.cqntract items, while only 2.3 percent
of the expenditures in research accounting are for contract items.

%he‘ékisting sysféﬁjfésults in a considerable amount of time and
efforgﬂgeing applied tokProcessing v9uchers for ;elapively small dg%lar
amounts. Based on a saﬁfle of 511 vouchers, over 22 percent (aﬁ.estimatéd
11,500 vouchers) were for amounts under $25. As the averaée cqst bef'
voucher processed is incteasing as determined by Legislative Post Agdit,
every effort should be made to reduce the number of pu;chases, especially
those for small dollar‘émounts.

Preéently, the State Division of Purchases has §>$200 %imit on
direct pgrchases. The Diréttor of the Purchases Division has statutbty
authority to extend this limit to $500, but has done so only for pharma-
ceutical purchases. Of five other state teaching hospitals contaétéd
during the audit, four had a higher dollar limit than the Medical Center,
In one instance the alloﬁéble limit was more than ten times}higﬁéf.
Alternatives for reducing the number of -small dollar amount purchases could
include raising the doiiar limitafion,,placing more items on contraéff
and ordering in larger quantities.

The time and effort applied to voucher processing is also increased
by purchasing department procedures. A“complete retyping of the information on
the purchase requests submitted by a department is performed which increases
required staff time and creates additional problems. Questionnaire responses

and interviews with Medical Center department chairmen revealed that mistakes
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are made in specifications when the Purchasing Department\epnqenses enq”~
retypes purchase requests. Another complaint was the long time required
for the purchasing process. Every effort should be made to streamline.
the voucher processing cycle by using labor saving methods where possible
and by testing yguehers moving through the.purchasing system-to identify. -

areas where time delays occur. ..

Recommendations

o

1. The Medical Center purchasing officials should endeavor to reduce

PR

~"::'t'}'ze“‘mm'bz"txfejlﬂ'Noi]""’L'é??ltdl'ZL‘cIZeZZ'«‘cjz}zf; amount ?ﬁrcﬁdéee'thﬁbdgh'ceﬁsiderdtton

efhtﬁe:}5iie%tnéfaiteﬁhattves}‘ encourage departments to order in
Zarger quanttttes, increase the number of ttems on eontraet and

seek to raise the $200 Limit on direct purehases, espectaZZy fbr
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researeh~expendttures.

|

2. The PurehaStng Department shouZd review order proceSStng proeedures l

T with speetal ditention devoted to adopttng Zabor savtng methodb fbr

rduttne tasks.

— T

Purchasing Options S s S
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' This 'section flrst rev1ews the part1c1pat10n of the Medlcal Center in

ey e
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establishing contracts. Next, the processing of purchase requisitions going
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to the Division of Purchases ate examined, and some basic quantitative
3 ’ i qli iRy et ! s wooal R EN ‘ Ao L i )‘ -
information is’developed. “Finally, processes used at the Medical Center to

S

purchaseé materials for amotnts under $200° are explored.
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Contract Purchases:’

Préparation for solicitation ‘of bids and making recommendations for
awarding contrdcts are important functions of the Medical Center's Pur-
chasing Deépartment. In ordér to review contract ‘purchases, 88 items were
selected from nine state<widé contracts. Awards were granted to the firm
as recommended by the medical and purchasing staff. Recommendations by
the staff are to be based on compliance with bid specifications, experience
with the‘firm, andﬁbid prioe.

Qnality and.price‘greméeyToonsrderationswin making. awards. Acceptable
quality»is‘defined as satisfaotory experience Wdth the product either as a
previous‘contraot‘itemﬂor as a tested sample.\wDespite this, almost 10
percent of’the awardsyreoetyed‘no'quality review.

Deviatton from the-policy of granting awards‘to‘theklowest‘bidder must

s

be supported by wrltten J st1f1cat10n. Analysls of the sample revealed

that 29.8 percent of the awards were made to other than the lowest bldder

v

and that all had a written justification for not accepting the lowest bid.

(Legislative Post Audit did not attempt to analyze the nature or adequacy

O P e d
PO id

of the justifications.) S S

The s1gn1f1cance of acceptlng other than the low b1d is demonstrated

A3
YR

Mby the follow1ng estlmate. Awards.made to other‘thap the lowest bidder

D

resulted in an 1ncreased State expendlture of $165 OOO Of this amount,

ERTE Cft v 'L D
RV et ISP

$75,QOO was dneﬂtoﬁhids that yere}rejected‘beeause‘of a lack of an adequate
sample for testing forvsuitabggrtx_by the)ﬁedroathpenter. More effort to
acquire a product sample night be in order in these instances.

Even though most of the awards were made to the lowest bidder (70.2

percent), less than maximum competition might have been elicited. Every
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contract item had written specificationms, but only 19 percent were per-
formance or descriptive specifications. Seventy-three percent were brand
specifications which contained a manufacturer's description and one'or
more acceptable brand name products. Despite thé disclaimer that equiva-
lent products are also' deceptable, a potential bidder might not know the"
extent of ‘product devidticn allowable. Therefore, the use of brard rnames
can discourage active bidding and thus; competition.

v . [ ¢ - L .
st P . . S . i .

Purchase Requisitions

RS

All items over $200 and not already on State contract meet be requisi—
tioned through the State Division of Purchases in Topeka. Prior to pre+
paring a purchase requisition, the Purchasing Department coordinates with
the requesting Medical Center departménty confirms specifications and assures
that the name of ati.least ome supplier is listed on ‘the requisition. ‘Once"
the requisition is sent to fbpeka,'the Purchasing Department provides liaison
between the State Division of Purchases and the Medical Center department:
which initiated the requisition.

A sample of 105 requisitions in emOunts“overT$1,000‘was’selected*and:r

examined. As with items purchased from state-wide contracts, the principal

con31derat10ns here were quallty and prlce. For audit purpoéee;bdgelityv”v
review is deflned as an item which was in the Medlcal Center etoreroom catalog,
an item used previously at the Medlcal Centeé, or an 1tem on whlch there had
been a comparison made to alternative products as evidenced in the bid file
folder. When no documentation was found in the State Division of Purchasing
files, it was assumed no quality review had occurred. Based on the above

criteria, 38.1 percent of the Medical Center purchase requisitions had not

received a quality review.
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Awards were made by the State Division of Purchases for 80 out of
105 purchase requisitions; or 76.2 percent. The remaining 23.8 percent
were cancelled. Of the:80 awards, 81.2 percent were to the low bidder,

A1l of the bids had written specifications, but as with contract
items at the Medical Center, only slightly more than half, 53.8 percent,
had performance or.descriptive specifications. - Another 36 percent had
brand specifications and then cited brand names. As with items purchased
on contract, the use of brand specifications probably discourages active

bidding and thus, competition.

RO NN . : . St

Direct Purchases

Agencies are permitted-to make direct. purchases for items under $200.
- The Med@cal,Center has further stipulated that-all direct purchases can
be made only ;after the "Medical Center Purchasing Department has: sought
competitivewquotation3mwhere_andlWhen«pqssible;”z .The .Purchasing Depart-
ment:indicated that telephone bids. are taken'in.order to obtain the best -
price, but no record was maintained. Therefore, Legislative Post Audit
was-unable.tOWasceftaiq‘compliance.with»thisvpolicy.
T e

g et
st v

Recommendations

1. :Procedures fbr fbf%az quaZaty review of aZZ products praor to a
contract award shouZd assure compZete coverage and the review of
noncénérégf items should be improued |

2. The Purcha3£ng Department shouZd expand its efforts to improve
competativeness and Zower priees by actiueZy seeking substitute

products, new suppZy sources and promoting the use Of perfbrmance

specifications.
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3. A system should be established whereby it is assured that bids are

sought on direct purchases and the results documented in a regular

Ffashion,

Equipment Purqhases and Property Control
A fest of the inventory system for property control of equipment, furni—
ture and fixtures purchases was conducted during the audit. Attention was
focused on the prééurementAof these items from both Endqwment funds and

3

State funds.

Equipment, fufniture and fixfures bought with Endowment funds cpmprised
19.8 peréenﬁ of the total acquired at the Medical Center (excludigg spgngored
research) in 1973, 12.4 percent in 1974 and 23.6 percent in 1975, These
figures, calculated from Property Accounting inventory records, understate
the actual expgn@itu;es bggause some acquisitiqns are not recordeq gpder the
present system: Anvexaméie is’illustrative. |

Endowment Development Fund3 expendi;ures for two departments totaled
840,028 during fiscal year 1975. Only fwo items totaling $382 were
recorded on the Medical Center inventory. A physical inspection, énlisting
the assistance of departmental personnel, located the other items which
ranged in value up to $9,906. The items did not have Medical Center property
numbers affixed.

Failure of these items to appear on inventory records occurs because
Property Accounting has no assured way of knowing that something has been
purchased. Periodically, the Endowment Association sends copies of the
vouchers for equipment purchased to the Medical Center's Purchasing Depart-

ment for inclusion in the inventory records, but the present system is

unreliable.

50.



When purchases are processed through the Purchasing Department, all
deliveries from vendors are made to the receiving dock. Receiving personnel
are inst;ucted to tag the equipment items and prepare a property card which
is sent to Property Accounting. These cards are then matched to copies of
the purchase orders, and the acquisition is entered into the inventory
records. Howéﬁér;‘properfy cards ;re madé up for only an estimated 50-60
perceh% of“the prdperty‘items>coﬁiﬁg acrdss the receiving dock. The
rémaining 40-50 percent conéisfs of goods which were assumed bybfeceiving
dock peréohnel to'ﬂe éénsumable suppliés;'but afe actually property items.

Property Accounting reconciles the capital outlay expenditures frém
the monthly repbrts generated by fhe Division of Accéunts and Réports to
thé Médical Center records. All unrecorded items are fhen to be fraced by
Probéfty Acéé&ntiﬁg, property'numbers affixed and additions made to the
inﬁeﬁtory:” |

A‘Tﬁé ﬁropérty contrél system is cumbersoﬁe,‘time cbn;uming and open
to serious omissions. Many weeké or montﬁs méy go:Ey wighout”equipment

items gettiﬁg into inventory records, if they ever do.

Recommendation

The property inventory system should be completely reviewed and
- modified to assure timely and accurate recording of all acquisitions at,
the Medical Center. This should be accomplished prior to occupying the

new Basic Science Facility and (linical Facility.
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FOOTNOTES

Chapter II. Dietetics

1.

"Goals of the Departments of Dietetics and Nutrition", Department of

Dietetics and Nutrition Procedure Manual, p. 1.

The cost savings was derived by multiplying the difference in cost
per meal between the Medical Center and Hospital B ($.25) times the
total number of meals served at the Medical Center in fiscal year
1975 (788,436).

Several approximations were made to derive the average cost of a

RETERE

cafeteria meal and the estimated cafeteria loss. First, a cafeteria
meal was defined as an entrée, vegetable, salad, dessert and beﬁerage.

Second, a price check conducted by the Legislative Post Audit étaff

t

TSI HR

estéblished that the aﬁerége‘(m;aianj pfice ﬁer cégéﬁéfia‘ﬁeal at

the Medical Center was $1.325. 'Tﬁifd, the average priéé pef caféteria
meal ($1.325) was divided into total cafeteria. revenue for fiscal year
1975 ($481,058) to determine the total number of. cafeteria meals

served (363,063). Fourth, cafeteria direct raw food cost ($286,750)

was derived by multiplying total raw. food cost ($622,714). for the
Dietetics Department by the proportion (.460485) that cafeteria meals
represent of total meals. (788,436). (The number of total meals was
determined by adding patient meals to cafeteria meals. The nu@ber of
patient meals (425,373) was obtained by multiplying hospital census days
times the Hospital Administrative Services standard of 2.8 meals per
patient day.) Fifth, cafeteria direct labor costs (8503, 449) , were
calculated by Legislative Post Audit staff from the Medical Center "Detail

Expenditure Reports" and included all salary and fringe benefit costs
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in the personnel food service cost center plus the proportion (.460485)
that cafeteria meals represent in the remaining cost centers. The

patient food service cost center was excluded. Finally, using the

'Atcduntsxahd'Reports formula, the cost per cafeteria meal was

determined to be $2.394. This représents a loss per meal of $1.069
($2.394 -$1.325) which when multiplied by the total number of
caféteria meals served in fiscal vear 1975 (363,063) produces an

estimated loss of $388,114.

Chapter III. Physical Plant Services

1.

C 4

American Hospital Association, Manual of Hospital Housekeeping (Chicago

American Hospital Association, 1952), p. 24.

Interview with Wayne Shaffer, Director of Housekeeping and Georgia

Zemmer, Assistant Director of Housekeeping, University of Kansas

Medical Center, Kansas City, Kansas, August 7, 1975.

[

Chapter IV. Laundry Services

1.

Interview with Mary Nielsen, Director of the Laundry Department and
Gefald:Géise, Directér ‘of Physical Plant Services, University of

Kansds Médical Centef, Kansas ‘City, Kansas, August 14, 1975.

'International Fabritaré- Imstitute, Planning and Improving an Institutional

Laundry, Vol. 1, N6. 2-2B (Joliet, Illinois: International Fabricare
Institute), May 1974, p.

Victor Krafier Co. Incé; University of Kansas Medical Center - Laundry

Linen Cost Comﬁarison - Hospital vs. Central (New York: Victor Kramer

Co. Inc., 1969), p. 2.
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Chapter V.

Purchasing

1. State purchasing procedures are set out in Information Circular

number 428 and Policy and Procedures filing number 3,605. Policy

and Procedures Manuai filing number 3,605 cencerns direct or local

purchase authority. Within the document is a listing of the

expenditure object codes for contractual services, commodities and

capital outlay items. The object codes are keyed to procurement

methods "A" through "E". These methods are explained below:

Procurement
Method

A,,‘

i

' yRegerdless of eoste,'fhe items must be obtained tﬁfdugﬁ‘fhe

Department, of Administration, Division of. Purchases. Examples
are cars, trucks, building and 1mprovements.

Agency officials may make direct or local purchases ub to
$200. -Agencies are requested, to, seek competition on all
local or direct purchases whenever p0551ble, and are
expected. to establish internal. procurement. policies which
insure compllance w1th and avoid abuse of, local or direct
purchase llmltatlons. :

Note: The Director of the D1v151on of Purchases, Department
of Administration has received legislative authority to
extend this limit to $500. The Director has granted
authority to use the new limit for Medical Center purchases
of pharmaceuticals, but had not granted blanket authority at
the time of the audit.

Agency officials may make direct or local purchases up to
$200.

Educational institution officials may make direct or local
purchases up to $2,000 for items used on sponsored research
projects, provided the use of this authority is limited to
emergency situations where normal purchasing procedures
would unduly delay the progress of the research project.

No dollar limitation applied (noncompetitive items).

Procurement method "B'" relates to such commodities as clothing, food for

human consumption, stationery and office supplies and power plant materials

and parts.

Also involved are several capital outlay object codes, including

office furniture and fixtures, professional and scientific equipment and
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shop and plant maintenance equipment. Items gpder method "C‘ are costs

for repairs and servicing, maintenance and construction materials and
professional, scientific and research supplies and mate?ials. Noncompetitive
items include many contractual serviceg such as communications, rents,

utilities and professional fees.

2. Memorandum of November 20, 1973 from Russell H. Miller, Dean for Medical

Center Administration, to Chairmen and Heads of Departments.

3. Endowment Development Funds represent those monies held in trust by

the Endo

(RN S I

CorporationS'ﬁéintaingthese funds throﬂgh'debbsits of a percentage of
S : . i E P L

:

wment Association. The Medical Center's Physicians Accounting

their annual income. The use of the funds is restricted to expenditures
to upgrade the Med
i PR R

~e i

ical Center department with which the corporation is
FEICRTED T R SR S O 3 L8 BN R PRI [ -
associated. Expendititesifrom these funds must be authorized by both
the Executive Vice-Chancellor and the“débéifhépt head.

[
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APPENDIX B-

Analysis of Comments Made on the
Faculty and Professional Medical Staff Survey

Over 800 faculty and professional medical staff were asked to respond
to spec1f1c questions on a survey questionnaire pertalnlng to selected
support services at the Medical Center. Approx1mately 400 staff members

responded to the questionnaire and their responses are presented in the

appropriate chapters of this report. However,: 168 of the respondents
(42%) aleo provided written comments usually ‘intended to either ‘elaborate

on their response to one or more of the survey questions or to provide

information on related subjects not mentioned in the questionnaire. To

make use of this additional information, the .comments:were content-
analyzed. This technique allows each comment or part thereof to be
categorized by its subject and to’ be described as: hav1ng a posatlve

S

(favorable), negative (unfavorable) or neutral connotation about that

subject.

The results of the content analysis are presented in Table B-1 on

the following page. Of a total of 256 cla531flable comments and pettexof
comments, 225 (87.97%) were negative, 20 (7. 8/) were” p051t1§e and ll (4.3%)
were neutral. The table is followed by examples of the actual comments
made by Medical Center staff. These exampies were chosen ae being
representetive of all the comments and reflect the"reletive proportion of

.

negative, positive and neutral comments as determined in the content

analysis.



Table B-1

Content Analysis of Comments from the

Faculty and Professional Medical Staff Survey

Support Service

1.

Dietary
a. Efficient delivery of food

services o
b. Food quality/price

Housekeeping
a. Work performance of staff
b.  Attitudes and behavior

of personnel

. ¢. Providing .adequate supplies

(e.g. bedpans, soap)
R TR S A [
Laundry
a. Condition of linens .
b. Adequacy of linen supplies
c. Late.delivery. of linens -

Physical Plant
a. Supervision of staff
b. Timely processing of
. work requests.
¢c. Work performance of staff
d. Temperature control

General

a. .Physical plant operatiomns .-

requiring administrative
-, action (e.g. remodeling,
insufficient storage
- .space)

b. Personnel (e.g. staff size,
training, general quality
of work)

c. Miscellaneous comments (e.g
nursing services, general
condition -of ‘hospital)

Grand Total - All Classifiable

Comments

Percent of Total

Source:

Survey, October 1975.

Negative Positive
3 4
2 0
5 4
68 10
6 0
Lt .3 v 0
77 10
7 0
8 0
.3 0
18 0
2 0
10 1
38 3
12 0
62 4
20 1
20 0
23 1
63 2
225 20
87.9% 7.8%

B-2

Neutral

oio oo u4c>c> w hwo s

O|OOO o

11

4.3%

Legislative Post Audit, Faculty and Professiomal Medical Staff

Total

23

21



Sample Comments from
Faculty and Professional Medical Staff Survey

1. I have all too often seen housekeeplng people-enter: a room. and
regardless of patlent or medlcal act1v1t1es - ie. breastfeedlng,
physical exam, emotioénal d1scuss1on, éte. - begln disruptive
duties - deafening sweeping, shaklng -blinds (I've.yet. to see:
anyone do more than jlggle the bllnds w1th a dust mop, never
actually attempt to cléan them) y »

2. Patients complaln quite often of the peeling paint & unattractive
rooms. 4B has no storage area so Wheel cha1rs, carts, extra.. ,
clean linen, & dirty liden’ are stored 1n the hallways.d(Llnen
comes from the laundry dirty looklng, always arrives late in the
day & quite often is not adequate.“ Some rooms .still .-have ..
1ncandescent llghtlng wh1ch 1s 1nadequate for proper. patle
care and assessment ' I I SRR SR L

- 3 IR SR : e
cale E ¢

3. The patient's rooms are dlsmal ~ pain [sic] falling off walls. - -
the housestaff ”call rooms"‘are terr1ble - their, slnks don't: all .
hatve faucet’ handles’) Most of the patlent areas are :80,- run)down
I wouldn't want my parents there - paint is falllng off the walls.
The hospltal S pollcy of as close Lo, lOOA .occupancy at; all:times:
makes patients late ‘getting into the1r rooms, then the Tooms;
aren't always completely fixed up and we have to do many of our
hlstorles & physlcals 1n the treatment, rooms,ﬂmhlch‘makes it too .
late 1n the day to get any laboratory or x—ray tests‘done. .

S atom e P

4. Mainteéhande at thlS place”is terrlble Most of .the, Janltorlal

staff try very hard to keep the mess cleaned up, ‘but the building

and grounds repalr personnel defeat the efforts of the. house—

il

:::::

y 1. lhe bulldlngs and ”.u
grounds needs better supervlslon from the top ,,]“i,ww

5. Hospltal proper seems 'to be cl anfr than bulldlngs used for
teaching. T object strongly to the 1nconyenlence caused by not
beirng told when a work request cannot be fulfllled or, Wlll be.
delayed. 'To know thlS is almost as. rmportant to our plans and. .,
schedules as having the work done promptly

6. Elevators seldom’ dlean. Llnen quallty is poor and often is not
mended. Physlclan coats (whlte7) are poorly cleaned - usually
look like' ready for discard by the time they are 6 mos. old.

7. One of the’ blggest problems is the lack of adequate llnens,
bedding, and patient’ supplles.h Some patlents have complalned
of 1nadequate cleanlng in the rooms. o

8. Food service area reasonable good. Personnel are a chronic
problem. Building & grounds and housekeeping are often marginal
to poor.

B-3



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

The hospital linens are belng returned stained from the commercial
laundry.

Family Practice Building is above average in maintenance compared
to rest of hospital.

Considerable difficulty keeping proper patient room, examining
room temperature ~ frequently too hot or too cold.

Dietary '« super. slow - éx’ when a “new pt. comes in and a tray is
phone ordered; ‘the pt. is lucky to get the tray an hour or so
later -— while the pt. is starving —-—-

Lighting in’' patient rooms is cr1t1cally poor in some areas.
Sleeping ‘areas for housestaff dre abysmal in emergency room and
bathroom* there is’ frequently not usable.,

: )
; [
L ! Ea

One of the'worse phy51cal plants, depresslng surroundlngs and |
maintenance nearly nonexistent on day to day ba51s. May take
1 yr. or more before work requests are acted upon.

In general this dis a“ d1rty hospltal espec1ally when compared to
other facilities id town. Cockroaches are frequently seen in rest
rooms “andaréas where snack food 1s eaten._'

S TR PUUC S N e

Major:complaint about KUMC is that the staff cafeterla is a sub-
standard‘operatlon.

The phy51cal plant serv1ces are very poor 1ndeed In 11 years on
the faculty T have- never seen a check on any work done by maintenance
(what are the supervlsors for?). Inadequate salary for qualified

people! isian’ excuse b dolng nothlng should cost nothlng

D N U Par : oy
Public restrooms are fllthy, I thlnk about the worst @ KUMC. Need
to' put in‘ brlghter llght bulbs - 1t really‘makes a difference in
rooms and bathrooms.” Llnen supply seems to always be short
especially in Pediatrics.- Many times no clean linen until 2 p.m.
The next time the statée buys paint how about some brighter,
attractive colors. They really improye an area. More housekeeping
people are needed on Saturdays and Sundays. I hayve worked on
floors with four or fiye- empty beds that need to be scrubbed down
becausé a patlent Teft Saturday and it is already Sunday and new

patlents are waiting for the bed in the waiting room.

In general, lighting is substandard - especially in patient rooms.
It is'wsually too hot 1n the winter in most areas - that is when
they flnally dec1de to turn the heat on (Wthh seems like Dec.).

The patient facilities at KUMC, particularly rooms, are shabby,
dirty, and 4 shame to the State of Kansas. Maintenance here is
shoddy, sporadic and workmanship slipshod. I am personally
ashamed that my patients have to be housed in such miserable
surroundings.
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21.

22.

23.

A little planning and some simple changes in administration could
change all of this. I worked for two years at a teaching hospital
in Africa which was cleaner and better run than this one.

I would welcome a chance to assist you in any way in your investi-
gation of maintenance and housekeeping here at KUMC.

Having worked in two other large medical centers, I feel K.U. is
definitely below average in general cleanliness. The housekeeping
department appears to work with the most "antiquated" equipment.
Restroom facilities are disgusting, not only for patients but for
visitors and staff alike. TFood facilities are desperately needed
for out-patients and visitors.

I have just recently joined the staff of the Medical Center so my
impressions are based on a rather short time exposure. I usually
travel through some of the hospital corridors on my way to lunch

in the cafeteria. These corridors are usually crowded with patients
on beds or in wheel chairs. Many of the patients appear to be
receiving medication (I.V.'s attached); some are apparently either
asleep or comatose. I realize that this situation is the reason
for construction of the new clinical facility, however, something
needs to be done for these patients in the interim; perhaps they
could be diverted to other area hospitals which are less crowded.

In the basic science building in which I am located, maintenance
on the whole appears to be fairly adequate. However, on occasion
we are almost overwhelmed with odors presumably originating from
the animal quarters on the floor above. I do not know whether
this is due to a defect in the design of the building (a common
ventilation system) or lack of maintenance of animal quarters.

Food service personnel as efficient as possible considering
number of employees in department.
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THE UNIVERSITY OF KANSAS

Office of the Chancellor
223 Strong Hall, Lawrence, Kansas 66045
(913) 864-3131

January 19, 1976

Dr. Richard Brown
Legislative Post Auditor
The Mills Building
Topeka, Kansas 66612

Dear Dick:

I write to thank you and Doug Vogel for taking time from your schedules
to visit with us on two occasions about the Management Audit of Selected Sup-
port Services at the University of Kansas Medical Center. Your comments and
suggestions about a format for the response to the audit were exceedingly
helpful.

With this letter, I am transmitting three coples of the Medical Center's
response to the audit. The format of the response follows the outline you
suggested. After reading it, if there should be additional information which
you might want, just let me know and we will provide it.

We appreciate the effort and thought which went into the management audit.
Recommendations contained in the report are constructive, and steps are being
taken to implement them. Of particular importance is the need to improve con-
trol systems and supervision in a number of areas. As I reported to you when
we met last week, we have just completed a realignment of administrative re-
sponsibilities within the University which brings control of fiscal matters
directly into my office and which centralizes control of support services under
one administrator who reports directly to the Chancellor. We will also be
seeking reclassification of a number of positions so that we might strengthen
supervisory capabilities. These measures, along with other steps we are taking,
will enable us to expedite and assure the improvements recommended in the
management audit.

As I'm sure you know, the problems cited in the audit constitute a problem
about which I have been and continue to be greatly concerned. Consequently,
I should like to emphasize my wish to meet with the Legislative Post~Audit
Committee to describe what steps are being taken to improve the management of
support services at the Medical Center and of all programs throughout the
University.

Again, we appreciate the assistance which you and your staff have given.

ie R. Dykes
Chancellor
Enclosures

Main Campus, Lawrence
College of Health Sciences and Hospital, Kansas City and Wichita
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University of Kansas
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University of Fansag Medical Center

Subkmitted to
State of Kancas
Legislative Division of Post Audit

Japvary 1%, 1976
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9 INTRODUCTION

The administrative staff of the University of Kansas Medical Center,
under the direction of the Chancellor of the University, has carefully
reviewed the Management Audit draft of Selected Support Services at the
University of Kansas Medical ‘Center, submitted on December 31ls; 1975.
We view this report as a propitious effort on behalf of the Legislative
Post Audit Committee's audit staff and wizh toc erpress our appreciation
for their valuable observations and constructive recommendations.

In an effcrt to provide the most effective management procedures
and control, the Chancellor of the University of Kansas has instituted
a reorganization of administrative responsibilities at the University
of Kansas, including the University of Kansas Medical Center, established
a Budget Review Committee, and is considering retaining the services of
a nationally known, certified public accounting firm to conduct a manage-
ment study at the University of Kansas Medical Center.

The reorganization was developed to draw a closer association betwesn
the administrative staffs of both the University of Kansas and the University
of Kansas Medical Center, and by this measure to provide for a more unified
zdministrative operation and control. Primary among the several units in-
volved in this reorganization are the support services which are now
conselidated for both campuses under one administrator.

The . Budget Review Committee has a threefold role:

1. It is the sole point of input for real or potential
financial problems.

2. Tt is the sole decision making body relating to
change in the budget, subject to the Chancellor's
approval.

3. It is the sole point of disseminating solutions
to budget problems.

Committee membership includes the Chancellor and those administrative
officials of the University and the College of Health Sciences and Hospital
whose duties and responsibilities involve faculty, students, patient services,
and all related financing. The Committee meets regularly, with formal sessions
on & weekly basis to assure the tightest control possible on Medical Center

ezpenditures.

The proposed management study by an outside consulting firm will include
analysis and evaluation of organization, systems., and administration through-
out the hospital and its supporting services. Special attention will be
given to progiam effectiveness, as well as efficiency and suggestions for
improvements will be made.
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The Chancellor's reorganization, our implementation of the Management
Audit recommendations, the proposed outside management survey, and the Budget
Review Committee's activities are all evidence of our dedication to improving
the management of the University of Kansas Medical Center. However; it must
be enphasized that meaningful vesults can only be achieved through well
planhed,qu;éélibexaﬁe processes. The recommendations of ‘the Legislative
Posti Audit;Staﬁf have reinforced our commitment to excellence and it is in ..
this . ;ifitlihép we submit”our reSponse to the Management Audit.

3
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DIETARY

RECOMMENDATION. #1 - "The Dietetics Department should <mprove its management.
and control by eotatbisn'rg measurable obucstbvor and. maintaining adequate
performance records for the Departments, for each Cost Center, and for
pmpZOJees,:and by budgeting and allocating: expenses to appropriate. deparit=
ments and Cost Centar,! .

4®

The need for a sound set of formal goals and measurable objectives is
recognized. The benefits of planning and controlling a department through
the use of goals and objectives. can Be enormous. For this reason, the
delineation of measurable goals and objectives will be a high priority
assignment for the Dietetics and Nutrition management staff during 1976.

The ‘reference to "maintaining adequate performance records for the
department, for, each Cost' Center, and.for employees";, was discussed during
our initial contact with the Audit Team. Admittedly, we have & numbetr of
departmental performance standards that have not been reduced to writing-
and others that can be found in various departmental manuals. The recom-—
mendatlon has obvious value to the departm nt and we shall prepare a
departmental performance document by collectlng pertlnent standards 1n
existing mantals and wrltlnq aaaltlonal new ‘ones.’ o o

The brlef reference to malntalnlncadequate.emnloyee performance .records

PR Pt

is no+ entJ_rﬂ clear. If the recommendatlon refers to malntalnlng and,..
documentlng emoloyee performance on a perlodlc basls, it is already met.. ..

We have in the past, and contlnue to document thlS 1nformatlon on each

employee, i. e., pe*forma. e xalaa ions,, changes 1n status, promotlons,:

PRI PP

records of warnlnc and.dlsc1pllnary actlon. Currently, the Dletary
Inservice Dlrtctor ié developlng a more detalled per‘ormance evaluatlon
form to supplemenL the ex1st1ng Personnel T:‘valuatlon Form (DA 226).

The recommendatlon to buu~ot and allocate expea nses,to;approprlate,
departments is theoretically a valld p01nt. The Department of Dietetics
and Nutrition has a separate cost number for dietetics and a separate
number for nutrition. However, these numbers are not used for the purpose
of sevarating the department lnto twa (2) departments,sbut rather they
are used to identify department gections. The cost allocat;cn system was
designed as a managexent tool. The six (6) cost centers identified in the

Management Audit were developed to attach budget respor Lblllev for section
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supervisors in the Department of Dietetics and Mutrition. We agree that
costs are ultimately identified as personnel food service and patient food
service, but the resyonslblLl<y LOviLood prudnctaon, dletary admlnlstratuon,
dletary educatnon, a ' rupport serv1tes (unallocated salarles) can be
controlled 1nternale 1f thcy are" egregatedwlnco 1nd1v1dual"cost centersf
The attempt to isolate service from education is theoretiCaliy sound,
however, service and education-are closely integrated "in “this &epartment,
so that.the isolaticn of rthése two (2) functivng is impractical if not
impossibls.  For example, it is not ‘feasible ‘to "identify the portion of
time that .an individual dietician.is providing to education whilé she is
writing the master menu and instructing a ‘student ‘at ‘the samé time. Further,
the portdion..of service provided by @ student ‘while learning to adopt the
master menu to an individual patient's nédeds canhot be' separated as ai'’
educational cost.. . .. g Cpos h
RECOMMENDATION #2 + "THe Médical Center should veduce expandttures n the
Dietetics, Departmenf ~A-program ofcost: reductions ehéuld bc trvttated Wi th
consideration glveﬂ to the faZZowtnq pOSSithLti@S‘ ,' ; rt1on,0f central-
ized tray service or "freeze! Food concept in the extszznq jqczb tys greater
use of part-time personnel; wuse.of muprbing services persornél: fbw patiént

tray distrilution; greater use, of convenzenﬂe food items; and shortened .
cafeteria hours,"

& 1

“In the planc>fon £hé new cllnlcat facll;tj, a centrallzed food service
departmeht and frozen food concept hdu been ptaniod and w111 be lmplemented. t
At this time;” Tt 'is not féasible to develop such a'conceot 1n the ex1st1ng
facility. 'We realize that ‘a centrallzed system may reduce stafflng reqtlre—
ments and’ 1mnr e ploduct1v1ty, “but’ w1th thc 1mpend1ng completlon of the
new clinical fa01lty, it lS not loglcal to make the a &1tlonal capltal '
investménts ‘to ‘cohvert ‘the svstem in the ex1sting.taca51ty. To make a con—i
version to this system ‘the 1n1t1al caoltal 1nvestment not includlng B

construction costd, would be approx1mately $29O ' 600.

' One Blast Fredzer o $12O OOO
One Roll-In Réfrigerator =~ 18, 000
One Convéyos Held ™ = ¢ 7 7,600
Twenty-five Patient Tray Carts 25,000

Tén Galleys (to reconstitute the

food on the patient units) 120,000
TOTAL $290, 600
4
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Use of more part-time pecple i35 an appropriate recommendation. Plans
for this were developed two (2) yvears agd and implementation is proczeding
as attrition occurs.

The use of nursing service personnel to deliver trays is a solution
that some other institutions have.elected. to use, but it really only trans-
fers a dietary responsibility onto another department. Further, the state.
job descriptions for nursing personnel do not inelude the.passing of
dietary trays to the patient, nor does it seem logical that the salary cost
of delivering the tray to the patient would be reduced if the resPensibility
were delegated to nursing service personnel. Most importantly, our nursing
services are critically understaffed and all avallable nur51nq personnel
are fully cccupied in patient care activities.’ ) S o

The use of convenience foods is'a method Gf s,'hiffting"la‘b'ereOSts‘toE
materials costs. The practice has been considéred and impieﬁented”wﬂé¥é
units of labor could be replaced by foods of known nutritional content and
the buying system could assure maintenance of nutritional quality. We' will
continue and expand the use of convenience foods. T

From time to time an‘adjustment in thé cafeteria hours has been dis-
cussed. The Medical Center administration has cohsidersd’ the hours of the
cafeteria to be a beénefit forfemployees. Becalse ‘of the lack of a wage
differential, the evening 'employees are provided with' this benéfit to make
the benefits to the evening employee equal to those of thé day émployéeés.
During the night shift, the cafeteris is staffed byronly'one embIOYeé.

ECOMMENDATION #3 - "The Medical Céviter should take the actions: necessarJ
to recover-costs in.the cafeteria as directed by:K.A. R\.;1—19-;4, ineluding
conbination oy pri ,ce ad wtr*zents and LOS'/J reduatwns.

EE ST [ L AR

In calculatlng the expense data for the Management Audlt, the i;gltnrs

i =2

used the same methodology that was used in the Medlcare Cost Reports, wnlch
were prepared by the flnanc1a1 staff of the Medlcal Center. The common fooa
and salary costs were separated by thls methodoloqy and were used as a base

for calculating the ratios of meals served to cafeterla patrons and to patients.
This method of allocation was also used by the flnanc1al staff of the btdrcal

Center in the Medicare Cost Reports for the period July 1, 1966 through

June 30, 1974.
It must be remembered that the Medicare Cost Report is a report of

significant dollar magnitude. In its preparation, the Medical Center uses
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PHYSICAL PLANT SERVICES
Physical Plant Department

Of the 162 authorized positions in the Physical Plant Department, an
average of 10% were unfilled throughout fiscal year 1975.

The new hospital facility preésently under construction will provide
338 new hospital beds, total replacement'of intensive care patient units
surgical operating rooms, maternity delivery rooms, central sterile supply
department, and emergency care unit. The administrative staff of the
Medical Center fully concurs in the audit findings of inadeguate temperature’
control, unattractive and inadequate lighting, inadequate ventilation, and
general dingy conditions of many patient care areas. The new hospital’
facilities (to be availakle in two (2) years)“will'alleviate most of these
conditions. One significant element which has contributed to the unattrac-
tive and dingy wall paint conditions is a result of the required use of
Xansas prison industry paint at the Medical Center. There have been
improvements in the guality of the products during the last two (2) years.

' "Management Information

AUDIT  RECOMMENDATION - ”Physzcal Plant Management should develop and utilize
adequate records, reports, and other information to . support management
plamming, control and operations.

The "New Work Cost Summary and “The Malntenance Cost Summary" reports
currently in use by the Physical Plant Management definitely require further
refinement with thhter controls for accurate input. As reported by the
auditors, the manpower and materlal job cards must and will be completed
more accurately in the future. ThlS procedure will recelve prlorlty atten-
tion. Addltlonal training of the sectlon foremen and clerks must be accom-
plished to assure the rellablllty of these reports.

A facility planning section within the Physical Plant Depaltment has
been reidentified and the staff has been consolldated under a Planning
Division for the total Unlver51ty of Kansas. This reorganization will
consolldate the rcsources for thlS 1mportant functlon of facility use
and plannlng and 1ncrease ‘the capabllltles for service.

Phy51cal Plant Department Policies and Procedures

AUDIT RECOMMENDATION - "The Physical Plant Department should initiate
policies and procedures which will effictently and effectively control
the qetivities of the Department. These should include: 1) establishing
work schedules; 2) developing performance measures for employees;

3) improving control over work requests and shop matertals; and 4) im-
proving project supervieion.

-~}
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Centrol of Work Requests

As recommended, additional and prompt atterntion will be given to the
centrol of work reguests and records of_completion, Limitations of -6ffice
staff and the competence of foremen for record keeping has caused special
difficulties in these efforts. The work request file will be redesigned
to maintainvan up~-to-date work request file and telephone work requests
will be reconciled to, the contrcl ledger.

Control of Materials and Supplies

As recommended, the shop levels of materials and sapplies will be
promptly evaluated'to reduce these inventories to bare minimums. &
complete inventory of shop materials will be included and effective
control measures;will be strengthened.

‘ ' Control of Employees

Adequate superv1sion of manpower at the work project level is a serious
deficiency which will receive immediate and continuing attention. Efforts
have been made to more effectively assign supervisory responsibilities with
only limited success. The day to day supervisory functions at the work project
level are primarily conducted by the several section foremen. This is not
adequate. Efforts to upgrade several.classifications' of supervisory personncl
to attract more tapable superviseory personnel have not been successful to date.
Only one Building Construction Superintendent is available for overall project
supervision. . . r ’

Weekly work _project status reports will be improved to reflect perform-
ance measurements of the various tasks in comparison with the project cost
estimates and time allocatlons. ' ) .

The establishment of more rigid work schedules will be given serious
attention. Procedures for 1nspection of the completlon status of work
assignment will be reinforced with“more'reliable documentation.

In making comparlsons with other hospitals through statistical data
such as ph"81cal plant serv1ce manhours per 1000 square feet of space, it
is Jmportant “to evaluate the scope of phy51cal plant services prov1ded .
Many hcspltals contratt with commerCial contractors for remodellno.and
improvements to the phVSlcal plant. At the Medical Center, this type of
work is generally accomplished through physical plant personnel° - The de-

cision to provide this scope of work with Medical Center personnel has been

8
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based upon careful consideration for gxpediting the required work and special

concern for economy of costs. Our lakor costs. are substantially less than

commetcial contractor rates.
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' HOUSEKEEPING DEPARTMENT
"Comparative Analysis

The audit findings confirm that the housekeeping manhours and costs at
the Medical Center compared favorably with other hospitals. According to
five (5) other compared university hospitals, only one reported less salary
expenses per 1000 square feet than the Medical Center. Only one compared
hospital (the same hospital) reported less manhours per 1000 square feet of
floor space than the Medical Center. The audit findings revealed that the
Medical Center salary expense per 1000 square feet of floor space is $428
less than the average expense at other hospitals surveyed. The manhour
usage at the Medical Center as 123 hours less than the average manhour usage
per 1000 square feet at other institutions. Further, the .audit findings
reveal that the average manhour usage per 1000 square feet is generally
less than the average of other national teaching hospitals. The sqguare
feet assigned per worker compared favorably with other hospitals. The
performance measures reviewed seemed to indicate that the Housekeeping
Department of the Medical Center is cperating efficiently relative to
the five (5) compared teaching hospitals.

The question is respectfully raised whether the audit findings truly
reflect favorable circumstances. It more likely reveals inadequate
manpower levels to maintain quality housekeeping services at the Medical
Center.

Management: and Control Practices

AUDIT RECOMMENDATION - "Manogement should initiate several changes in control
practices: 1) establishing measurable objectives and written records of
performance; 2) preparing a housekeeping marual; and 3) Tmproving supervision
by establishing standards of cleanliness for all areas of the Medical Center
and providing a systematic way to evaluate cleanliness.”

Performan~e measures necessary to assess the efficiency and effective-
ness of the Housekeeping Department will be fully devecloped and utilized.
Check lists for supervisory inspection will be more fully utilized. Regularly
scheduled recom inspections will be increased in frequency and thoroughness.

Inadequate supervisory capability is the most serious deficiency in
the management of housekeeping services at the Medical Center. One Executive
Housekeeper II, three Custedial Superviscors II, and eighteen Custodial

Supervisors I provide the total day to day custodial worker supervision.

10
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Thase are inadequate 4in number. Further, the cldssifications are so ex-
tremely limited in qualification requirements and salary levels that qual-~
ified supervisory personnel cannot be successfully recruited or retained.

The Custodial Supervisor I .salary range is only 15% higher than the Custodial
Worker. The Custodial Supervisor II. salary range is 20% higher than the
Custodial Supervisor I. More Custodial Worker II classifications are
urgently required to enable recruitment of more gualified first line super-
visory personnel. Housekeeping service of almost one million square feet

of building space regquires a scattered assignment of Custodial Workers.
Continunus supervision is. required to insure work performance and thoroughness
of cleaning procedures. " .

A housekeeping technique instruction manual is utilized for training
workers. First line supervisory training sessions are conducted periodically "
throughout each year. Excessive turnover of housekeeping personnel due. to
inadequate salary opportunities, physical disabilitizs and advanced age are
continuous handicaps to successful training accomplishments.

A departmental manual which includes instructions for supervisory
personnel, standards of performance, and responsibilities of the department
will be more fully developed. A time schedule for performance of various
tasks will also be undertaken. l

Systematic and regular bacteriological cultures are taken in patient
care areas, operating and treatment rooms on a periodic basis to evaluate
the levels of sanitation and cleanliness at the Medical Center. An
Infection Control Committee of the Medical Staff, Nursing and ﬁousekeeping
members continuidlly monitor these findings. We believe these evaluation
procedures do provide a basis for measuring compliance with clééﬁliness

standards.

11
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Management Covtrol System
DATTON ~ "Formal managensii control practices should be
/ geyarrwoni. These should wrelude: 1) estab-

iv the Lawndi
gurable objectives and accurate records of performance for
y policy and procedure manval.”

aeX

rees; and 2) preparivg a lauwndr

— The above recommendations are carefully noted. Mcre formal manage-

ment. control practices will be developed and implemented. Currently,-

all employees are evaluated on an annuel basis through the ¥ansas Personnel

Division Employee Evaluation procedure. If an employee 1s probationary

or is performing in a marginal manner, special evaluations are made at 60

day intervals until the status of ths employee is improved or terminated.

Required levels of performance are-considered when assigning persconnel

to specific duties. Such examples of measurements of performance as

pounds of linen washed per hour and the number of linen items pressed per

hour are utilized.
The preparation of a laundry policy and procedure manual will be
carefully considered and undertaken.
. Contracted Linen Services

AUDIT RECOMMENDATION - "Hork ehould begin immedictely on identéfying the
best alternative for handling laundry in the ,u+ure. A primary concern

should be to determine staff requirements for each alterndtive developed,
including the current one. This should be completed well in advance Jf

the expiration date of the current Zaunary contract (November «P 1877

The bastic alternatives include:
1. Contracting for all (100 percent) Laundry services.
2. Doing all laundri "in-house', or
' 3.. Contracting for a portion of laundry: services with
the balance done . hou se'.

i

21l three basic alternatives were carefully considered by the manage-

ment of the Medical Center. Alternate lio. 3 seemed to have the greatest

number of advantages and the least significant disadvantages.

As reported in the audit, laundry service is the first major Medical

Center support service for which a contract has been established. Since
the laundry service contact is with a modern facility owned and operated
by Kansas City area hospitals-as a non-profit organization, it appeared
advantageous in terms of quality and cost. The Medical Center laundry

facility is crowded, obsolete and inadequate to meet the Medical Center
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regulrements as tlwyv presently exist and hopelessly inadequate for the
new expanding Medrcal Center facilities. ‘

To convert a maJor serviee--such as laundry for the Medical Center
from an "in-house" service to 4 contract service requires a transition
period of apprOximately'lQ months. The authorized laundry staff ofv69v
positions hacd te be eviiuvated, transferred and/or termlnated The costs
considerediby the audit staff included the costs during thlS termlnatlon
period. The cost reductions aSSOCiated with personnel reductions had nect
yet been realiized. ‘ | ' | .

Careful analysis of the manpower regquirements to meet the laundry
service functions within the Medlcal Center follow1ng the tran51tlon to
contract service Shows a need for 32 p051tlons. Tnese employees are re-
quired to receive and distribute ‘the clean linen Lhroughout the Medlcal
Center; collect, transﬁort, welgh ‘and Shlp the solled llnen; ‘maintain a
daily inventory of clean linen; maintain records of linenlutilization;
repair and replace lirnen; and monitor and control use and loss of llnen.
The complement of 32 ﬁositionS'is also considered'to“be:adequate.for
the e&panded;ﬁospitalifacilities if\thekimbroved iinen transportation
system becomes avaiiable.

The auditors took smacial note of a -laundry management consultant's
report whlch was 1ssued 1nV197O. ThlS consultant's. study was conducted
without cost to the Medical Center; was a study that was not thorough oxr
comprehensive and was performed by a consultant to the community hospital
laundry which was then under consideration for development and construction.
We belleve the cousul tant's Findings‘yvere particularly slanted to favor
the. recommendatlon that a communlty hosp ital jOlnt laundry would produce'
economies and efrlclencles for all hospltals in th;s community. The .
consultant's findings were further based on the presumption that the
Medical Center would be an incorporating member of the community hospital
laundry, instead of a contracting hospital. Due to these circumstances,
we feel'the auditors placed undue and unwarranted significance to this
laundry management consultant's report of 1970. As an example, it is
clearly unrealistic tc¢ presume that 6 employees could ever provide the

above listed funct.ons which are essential to provide linen service

within the Medical Center.

13
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We do net concur that providing all laundry services "in-house"” at
the Medical Center is a viable basic alternative unless there is a
willingness to invest an estimated $1,800,000 in capital expenditures
for-a new laundry. We do not reconmend-this because it is excessively
costly and unnecessary. Nnirher do we concur that contracting for
100% (all) laundry support serv1ces is a v1able basic altexnatlveq
The rlsk of work stoppage or temporary shut-down of the community hospital
is too great to relv upon this source for total laundry service.

Because of the hithy sophisticated nature of our tertiary care
programs, we have special surgloal drapes and other operating room
linens whion’require‘separate laundering here.i These special items are
not accepted by the contract laundry. We feel that it is-economically
sound, more reliable, and essential that the Medical Center contlnue a
very limited laundry fac111 <y for the above reasons‘ Further, it ie
highly desirable, if not‘essential, for the Medical Center to continue,
to provide laundry service of work uniforms for certain categories of
its employees to maintain standards of cleanllne s and appearance.lHWe
feel this can best be prov1ded by “in- bouse" erv1ceLand more, economically?
as well,

E’fcctiveness of the Laundry Department

AUDIT RE&W@HMMMIT@N - "Tﬁo Launer Department should mamntazn records OF
Linen distribuiion t6 each mursing station. This record should be used
to develop. a.true usage standard fbr all major limen items. 2. Action
should be taken by Medical Center administration to insure that Linen

18 properly laundered and available in adequate amounts.”

The above two &udit recommendations are carefully noted} :\ standard
of major liren items is beindideVeloped for each using station. A Dortable
linen cart is being prov1ded to each using station to transport thlS dally
issue of linen 1tems.' ‘An’ exchanqe dart procedure is being 1mplemented to'
expedite delivery to the patient areas.

Becauseé of variable demand requirements for clean linen on nights and
weekends, we are prov1ding sufficient inventory of clean linen to maintain
a one day supply available in storage for immediate use as necessary.

The quality of the lauhdering service is being monitored daily to
identify improperly laundered sheets. Measures are‘being taken by the

contract laundry to eliminate this circumstance.
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PURCHASING
Management and Control

AUDIT RECOMMENDATION - '"The Purchasing Department should take the initiative
in setting operational objectives, developing performance measures, and
generating information useful to management and operatzng departments re-
garding the purchasing function.”

We recognize the need to set operational objectives, to develop per-
formance measures, and to generate useful management information. Currently,
two university staff auditors are assisting the Purchasing Department staff’
in the development of inventory control procedures and management reports.

Our efforts to develop management information systems and performance
measures have been limited because of the State salary classification levels
for Purchasing Department pérsohnel and the use of computer applications
in processing purchasing information. The State salary levels limit our
abilities to recruit and retain qualified personnel. Further, we are
currently in the process of developing computer applications to increase
our. effectiveness in reporting management information for the Purchasing
Department. |

AUDIT RECOMMENDATION - "The Medical Center purchasing officials should
endeavor to reduce the number of small dollar amount purchases through
eonsideration of the beZowing alternatives: encourage departments to
order in Zarge quantities; “increase the number of items on contract; and
seek to raise the $200 limit on direct purchases, especially for research
expenditures, "

We concur with this recommendation and believe that we can reduce the
volume of small dollar purchases significantly. However, because of the
nature of the items purchased for patients and research activities, there
will continue to be a sizeable number of one-time, small dollar purchases.
For example(bthe Medical Center administers approximately 500,active research
and training grants annually. Because each of these grants are individually
awarded- and controiled, it is impractical to assume that much consolidation
can occur'in_the purchasing function. Each grant is administered by indiv—
idual staff personnel who are individually responsible for that particular
grant.

Further, for the past two years, unstable market prices have resulted
in reductions in the number of purchases under contract. The State Purchasing
Division has discontinued renewal of contracts in many areas and has reduced

the terms of other contracts from one year to six or three months. Many

15
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supplemental contracts have been awarded when no acceptable hids were re=-
ceived for one "major" ceontract. We have dedicated ourselves to doing
everything possible to reduce the number of small dollar purchases.

AUDIT BECOMMERDATION - "The Purchasing Department should review order pro-
sessing procedures with epectal attention devoted to adoping labor saving
methods for routine tasia.”

We concur with the Audit Team's recommendations and will study the
order processing procedures to adopt any labor saving methods that we can
perform.

Purchasing Cptions

AUDIT. RECOMMENDATION #1 - "Procedures for formal quality review of all
products prior to a contract owerd should assure complete coverage und
the review of non-contract items should be improved.”

AUDIT RECOMMENDATION #2 - "The Purchasing Department should expand its
efforts to improve compétitiveness and lower prices by actively seeking
substitute products, new supply sources and promoting the use of per-
formance specifications.”

AUDIT RECOMMENDATION #3 - "4 system should be established whereby it is
assured that bide are sought on direct purchases and the results documented
in a regular fashion.”

The commenté;and recommendations made‘by the Audit Team regarding
purchasing options‘and contracts coincide with the standards and quality
assurande'measures established and maintained by-the Medical Centef‘s
Material Standards Committee. Specifications are described for éll_con—
tract items and catalog-type descriptions are used on all orders with
less than 20% of the order descriptions specifying prbprietary (brand)
names. In some cases, thé itém description is followed by one or more
manufacturers' names and product identification numbers. Normally, a
manufacturer's name and/or brand 'is specifiedyfo insure quality %ype
and’identification. In the biading instructiobs, it is explainéd‘that
the brands listed are those which have been used previously or approved
for use at the Medical Center. Invitations for alternates are solicited,
however, slternates must be comparable (equal or su?erior) to tﬁé'item
specified and the manufacturer is required to provide samples of the
alternate product(s). ‘

Orders from departménts are, in fact, réjeéted by the Medical Center's
Purchasing Departfient if the description of the item is too restrictivel

to elicit compétition.

ft
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AUDIT RECOMMENDATION - "The property inmventory system should be completaly

revieved . and modified to assure timely and accurute recording of all acqui-
gitions ot the Medical Center. This should be accomplished prior to
oceupying the new Basic Science Facility and Clinical Facility.

We concur with the comments regarding inventory control. Efforts are
currentlv underway to obtain all necéssary documentation from the Kansas
University Endowment Association to physically inventory and account for
equipment purchased from funds.administered by that Association.

In addition, we are in the process of reviewing and modifying the
inventory control system to assure timely and accurate recording of all
acquisitions.

Currently, the Property Accounting Office is staffed by one Accountant T
and one Clerk II. We will beyseekiﬁg additional support personnel for this

office through appropriate channels as soon as possible.
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APPENDICES

Exhibit A - Reclassification of Dietary Expense

Exhibit B - Revised Table II-3, Cafeteria Revenue and Expense
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STATE OF KANSAS

ieloarfm ent 0/ _Acl}ninid tration

Division of Purchases
STATE OFFICE BUILDING—TOPEKA 66612

MEMO
TO: . . Mr. Richard E. Brown, Legislative Post Auditor
FROM: Henry H. Knouft, Director of Purchases
DATE: - , January 21, 1976
RE:' o Special Report - Selected Support Services - KUMG.

The Division of Purchases respectfully acknowledges the considerable effort
which obviously went into preparation of the Legislative Post-Audit of the Uni-~
versity of Kansas Medical Center for fiscal year 1975. The tone and quality
of findings in the report indicate a very professional endeavor,.

We do feel, however, that certain portions of Section V in the report, and more
particularly that portion of Section V entitled.''Contract Purchases'',; represents
perhaps an'unintentional oversimplification of what is in fact a very, very . com-
plicated problem. :

‘Writing of specifications (and item descriptions) is at.-best an imprecise science,
even for those who engage in it as a profession. To adequately describe in writ-
ten form that with which one is intimately familiar, sufficient to afford commer-
cial purchase,:is often difficult if not impossible for-thie uninitiated, The des-
cription of a scalpel, for instance, has many facets. Is it steel or alloy? * How
long is it in centimeters? What does it weigh in grams?. Is it silver, chrome
or sta.inless? What is. the technical name for its particular cutting edge? What
type grip is to be specified, etc.? .

In the absence of such technical information (and such is not normally immediately
available to the user of products), the surgeon must turn to a time-honored method
of describing the item by '""brand name or other approved'. This method of pur-
chase is used extensively in the Federal Government and all of the fifty states,
even though the Federal Government maintains item description cards on more
than.a million individual items, While a technical item. description would no

doubt assure the greatest possible competitive environment, the use of commer-
cial brand names to establish desired characteristics has long becen recognized

as the best alternative method. :
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Post Audit Memo - Page 2

In the various annual contracts bid each year for the Medical Center, there
are 2,900 different or differing items. Many of the items contained in these
contracts have community usage in other agencies and institutions. Respon-
sibility for the evolution of these products for suitability rests with the Stand-
ards Committee at the Medical Center--comprised of physi.cians, purchasing
people, administrators and nursing staff. Since the availability of warehous-
ing space is severely limited, often the unit of packaging determines the suit-
ability of a given item. If this consideration tends to limit or restrict compe-
tition, the obvious alternative is the investment in more adequate storage

space,

Even the purchase of an item as simply described as a blood dispension kit
sometimes defies the rules of competition. For many yedrs the Blood Banks
in Kansas have used Fenwall Laboratory (a division of Travenal, Inc.) blood
collection kits, While there are a number of competitive manufacturers of
blood dispension kits, only the orifice of the Fenwall dispension kit will fit
the Fenwall collection kit and thus the Medical Center is in fact tied to the
Fenwall product.) Repeated attempts by the Medical Center personnel, at
the request of the Division of Purchases; to negotiate a change of product
with the Blood Bank personnel have met with failure, The Blood Banks are
satisfied with their product and are not bound to the same competitive rules
as the Medical Center.

Although classic techniques of purchasing be employed--item descriptions
used and performance specified, competition sought and achieved and 'award
made to the low, responsible, responsive bidder--many factors can come
into play which make repurchase of the item somewhat less than classic. If
the item is, for example, x~ray film and the low bidder is Kodak, when bids
are let in a subsequent year and 3M film is the low bid, it rmay be unaccept-
able for very valid reasons even though it is in every respect a technical "
""equal' to the Kodak product, Training will have been brought to bedr on use
of the Kodak product in the ensuing period and the radiologist and technit¢ians
will: have becorne '"used' to reading that particular product, Had 3M been low
bidder on the initial purchase, it would have proven equally acceptable; i.e.,
the people working with it would have learned to use it. However, there is a
difference in resolution between various brands of x-ray pictures and change
of brands dictates a certain amount of relearning. Unfortunately, this re-
learning is often accomplished to the endangerment of the patient. For
chronic cases, progress of the disease is frequently a matter of comparing
the subtle differences in subsequent series of studies. Often, when film
brands are changed, the difference in resolution is just enough that the radiolo-
gist isn't ''sure', He does not take a chance that all is well, so he orders -
another series of x-ray, possibly, though necessarily, exposing his patient
to additional radiation hazard that might not have otherwise occurred had he
continued with a familiar product. '
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Post Audit Memo - Page 3

Ultimately, whether it be x-ray film, auto sutures, scalpels, pulse genera-
tores, lung oxygenators--whatever--the decision of what product to use on
what patient must rest heavily with the person directly responsible for the
patient's care and well being. How many of us would be willing to undergo
open-heart surgery knowing the pulse generator to be installed was purchased
from the lowest bidder but with which the doctor was not famaliar?

This is a rather lengthy discussion of a point we are trying to make; namely,
performance specifications are always highly desirable and we write many
but when medical problems and lives are involved, many times the best
method we can use is a brand name or other approved.
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