
Veterans Equitable Re.sniirce Allocation (VERA) 

Two years ago VA began transforming the veierans hcalth-caie system. VA shifted from a 
.sy.siein of individual medical centers and clinics focused on inpatient care to a fully integrated 
system of health-care. 

Today, 22 management hubs covering defined geographical areas called Veterans Integrated 
Service Networks (VTSNs) administer the new patient-centered approach to delivering VA 
health-care. 

The changes in health-carc delivery, geographic redistribution of veterans, and tighter budgets 
required a review of how VA distributes its resources to make sure eligible veterans receive 
appropriate care. 

Past allocation systems created funding imbalances across the country and were loo complex. 

Tliis meant dollars were spent inefficiently in over-funded facilities in given arcaii of the 
country and, thus, limited access and the level of service to veterans who got care from 
under-funded faciliucs elsewhere. 

VERA is a new way of distributing VA's $17 bilHon medical-care budget tn the VTSNs. 

VERA will correct past geograpluc funding imbalances and will help make sure equitable 
access to care is available to all eligible vtiierans. 

No veteran cuiiuitly receiving VA care will be denied carc as ii result of this action. In fact., 
VA expects more veterans lo be treated under VERA. 

Veterans will have improved access to care, improved quality of care and a wider spectrum of 
services. 

VERA allocates funds to Necwnrks based primarily on a national price for two different types 
of patients — those witli routine hcjillh-care needs and those with special, and generally long-
term, health-care needs iliat arc relatively expensive. 

The new system supports VA's goals of: 

- ireiiting the greatest number of veccrans who have the highest priority for health-carc; 

- allocating funds equitably based on the number of veterans having the highest priority for 
hcaldi-care; 

- creating an understandable resource allocation system that is reasonably predictable; and 

- ciligning resource allocation policies to the best practices in heath-care. 

The shifting of funds will begin in April 1997 (halfway through tlie fiscal year) and will uike 
place over a three-year period. 

This year, \6 of the 22 networks will receive increases in funding while 6 will have a 
reduction, and the most any network will be reduced Is 1.26 percent below the FY 1996 
funding level. 

Networks with decreasing funds will achieve tiieir budget targets by becoming more efficient 
This will not mean less services to priority veterans in those Networks. 
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V.tiM,^. EftultiMi P«fl»f^i Altn««l6fi tWtLk) 

Two yeara aio VA be|ui trwrfofmlai »h» vtMrana lieallh<«ir» ivfim. VA lUftfî  ftom a 
tystem of indivldiul nadlMl oanttn elinioi focuud on inptckm eare to i wly Insgraied 
•jritem of tetlth-Mito 

Today, 8 fflaratem wi hubi covering defbed iwmpUea! tieu aallad Vewniblopatod 
Servke Networlu Q/lSHt) administir the new pttienMentemd approach to deUveius VA 
bealth'«ai«. f 
Tbe cbaatcf io heolth-cara delivery, gfOirapUe lediittlbutloa ef vetennt, aad tighter bndgets 
itquiî anview of haw VA dliinbutai Tu raiouftes te nuke ion eligible veiflnns tecelve 
ippfopriate caiCii 

Fa*t allacadoo lyatema croAted Aindlng tabalanoe» saroM tha eeuntry aad wat« too eonplex. 

Tliis maaal d̂ IUn wen apMl inaffldendy tn overftmdad fadlities ia slven anu of the 
country and, tbua, limited BCCKS and tha level of aivide to veienns who £0i cue from 
uhderfiBidcd (afiUidet elMwhart. 

VERA U nacw way of diabibudnf VA's $17 UUioo jnadlEal-care budget to the VISNs. 

VERA wfll coneot past tcographlc funding imbalance! and wH] help miie auie eqahablc 
access 10 eaie is availabU to allaUgiUe vetaiuu. 

No vetenn eurrendy reeeivini VA care will ba denied caiK as a tesult of thit afition. In facL 
VA cxpecu aore veienuu to oe ttvated under VERA. 

Vctoins will have improved access w wo, improved quality cf caie and a wider «pectnun of 
aervieê  

VERA alloeetM funds to Netweclu basad primarily en, a nttlenal price for two different type« 
Of patiean - thoic widi routine health-care needs and thoae with special, and senerally lun£-
tenn, hceldi*ea»Ba ŝ thai are nlatively expansive. 

TTie new syitcra auppofU VA'l goals of: 

' treating the greatest number of vettrant have the higheat priority for heaTiĥ are; 

. •llocsing funds equitably based on the number ef veterans having the highett priority for 

- creating an undentandabk resouree allooadon system that it reuonably predietable; and 

aligning allocation polidaa to tha best pnetieas ia heath-oan. 

The sfaifiiBg of fUads will beeln iik ApiU 1997 (halfway through the fiacal year) and mifi taka 
plaao evd- a thw-year period. 

This year, Id cf the 22 BOtwailu will raeelvetMreaaea in ftifldlng «4ule ( will have a 
reducnon, and .the mon any networic will b« itduoed is 1J6 peieeni below the FY 1996 
fundiag levd.. 

Nctworio with decreasing funds will aehiove their budget taraete by boooming more efficient. 
Tills wID not mean less aervices to priority veterans in those Networks. 
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VetaHM fiquiuble Resource Allocation (VERA) 
Queetions and Aaswera - Continued from 13/33/96 Liat 

Question #18: Will those Networks with budget reduetlens under VERA treat less 
vetenas ad ofte less services? 

Answer No. Networks with budget rtfiuctioni wfll achieve those icductioas duougb 
inauied eiseieneies. The achievemeat of sueh effieiencics ere not unrealistie to expect, 
because VERA eUecateaflads baaed en a VHA aaiioaal average priee. lUsmeansthat 
Netwoifcs feeing rcduetlons an limply being "ked to operate at aa average eeat - they 
ore not being asked to operate at the eost ofthe mon efficient, or lowest-cost Networks. 
It is important to note that the Network budgets are adjusted to reflect the differences in 
labor eosts aeioss the eotattry aa well as ibe veriance in levels of research, education, 
equipnicni aad noiwwuning meintenance- Io the end, we fcmly believe that VERA will 
result ia no ffewet veterans being ueated; instead it aheuid allow foi mote veterans to be 
treated. 

Qucjllon yfbn happens ifu Networii oannoi iwke it through the year wiih its 
cuntni budget without turning away vacrans -who •»̂ 'e cuweotly wat? 

Answer: W« do hot expect this to happen. The shifts in ftinding are being phased in at a 
very Mnservative rata. Tha most any Network is decreased In FY 1997 Is 1.26%. If. 
however, unforeseen cireuaMtanccs bring about the aoenario in quasdon. VHA CorporaU 
Headquarters would make available reserve fimding to accomraodate the ne«dt of the 
vetciaas b that Network. Headquarter* is n t̂aining a 5100 million reserve to ensure 
that vetarena continue to receive their care from ths VA. 

QuedOD #20: Veierans in our area ofthe country arc older and uckcr than those b other 
pans of the couotiy. What's beiag done to take care of that? 

ABSw«r: Our data show that aerosi the Networks tttee it no significant difTerenee in die 
average age of oiir veteran patients, Tbe lowest average age Is 54.3 years in Network 7 
and Ihe Ugbest is 38 J years ia Netwoik 1. 
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QiBitiDn«31: nedeereaarngbuagdi are b the colder imsof tbe OOUntiy. Wouldfl't 
•netgy expenses be one of the feaions their cdeu are higher and cxplab wby they ere 
loslsgtaoaey? 

Answer. No. Energy eosts ire not Bgnificant eftougJ» to infhifflee the model allocatloni. 
Ia(ut,systeiBwide.eiMr8yeosti avenge only l i% of NeniraA TheNetwoik 
with the highest energy con is leu diaalU above die lyatem average. Energy coats and 
other modcraw variances in Ae coat of doing buMnees in the Networks will be maaaged 
by fbc NctwoA DlrectoiB witUs theif total alloeadoas-

Queatioa «22: The new cynem has only two patient gtoups (Basic and Spedal). The old 
•ysnrn bed five groups (Basic, Trvaplv^h Chronic Mental Ilbieae, EKteaded Cere, aad 
Special Care). By reducing tbe n«nberofpBdeai|rw»pi won't you leduoeHmding to 
those networks yWb patients wbo require flieie ean because trwiplants, ehioaie motal 
iUaess, etc. arc ilo loflger identifJed lepantely fbr allocatioa pupeiet? 

Answer Analysis revealed that moving from five to wo paticm groups did nm effeoi the 
amount of Iluids that would move across nctworics, or the bottom line for individual 
ncwork budgett. As a result, tbe decision was made to reduce the number of patient 
p<o«ps to aimplHy the system. 
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Graph 1: Historic resources per patient 
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FY 1997 Funding - Two Phases 

• Hold Harmless Period - Portion of FY 1996 Plus 
Inflation (oc^-^)) 

• Remainder of Year - ERA System 



Veterans Equitable Resource Allocation 
(VERA) 

Non-Recurring Maintenance (NRM) 



The President's Budget (Ssxiooo) 

Medical Care appropriation $17,079,447 
Special Care allocation (30.4%) $5,197,414 
Basic Care allocation (49.5%) $8,452,505 
Research (2.3%) $399,439 
Education (2.3%) $384,749 
Equipment (2.1%) $352,666 
Non-Recur Maint (NRM) (1.4%) $235,653 
Non-modeled $s (12.0%) $2,057,021 

18 



Special and Basic Care 
Workload Models: 
Patient Groups 

Price 

Volume 



Patient Groups 
1996 1997 

Basic • Basic 
Transplants • Special 
Extended Care 
AIDS 
Chronic Care 

Number of allocation groups will be reduced from 
five to two. High cost patients in VHA's Special Emphasis 
Programs are included in the ERA Special Patient Group as 
well as other high cost care groups (e.g., end stage renal 
and HIV categories 3/4). 



Price Setting 
1996 

Blended Rate used to 
create price 
(70/5/5/20). 

Price set for each ofthe 
five care groups at each 
VAMC. 

1997 
No blended rate ~ 
National prices are used 
(0/0/0/100). 

Price set for each ofthe 
two care groups at a 
national level. 

Over 800 prices set across • Only two prices set across 
the system. the system. 



Price Setting (cont.) 

1996 19̂ ^ 

National prices (est.): 

$2,608: Basic Care 

$35,687: Special Care 



Determining Volume 
1997 1996 

For all five care groups a 
historical-based projection 
was made to determine 
the expected number of 
users in the budget year. 

Basic Care Group: 
Three-years of user data 
accounts for Category A 
veterans who use VHA, 
but have not needed care 
every year. 

s 



Determining Volume (cont.) 
1997 

• Special Care: 

Same as used in 1996 for 
all groups. 



Care Across Networks 
1996 1997 

Pro-rated person concept. • Same as 1996. 

Proportionately 
distributed costs of care to 
facilities based on share of 
costs for each veteran. 

10 



Adjustments to the Price 
1996 1997 

Complex, detailed • Only one — 
computer model. 

* Labor index to account 
for differences in labor 
markets across the 
country. 

11 



Labor Index 
ll i.b4i| 121 1.010 
2 0.9661; isl 0.993 
3! 0.961 

"l 6̂ 9931 0.971 
51 1.033) iel 0.976 
61' 0.960 

d.96i| 0.964 

s a948l 19] 0.975 
0.9551 20| 1.004 
0.9921 21] 1.123 

'ill" 0.999| 22i 1.058 
12 



Non-Workload Models 

Research Support, Education 
Support, Equipment and NRM 

13 



Research Support 

Recognizes different levels of research that is 
performed across Networks. 

Distributes total research support funding on each 
Network's proportional share of VHA' s total 
Research budget. 

14 



1997 Education Support 

Recognizes differences across Networks in level 
of medical education programs. 

Allocation of education support funds will be a ^ 
proportional distribution based on each Network's 
share of medical residents. 

15 



1997 Equipment Allocation 

50% case-mix 
25% unique patient count 
25% CMR historical purchase rate 

16 



1997 N R M Allocation 

90% square foot (Boeckh) index 
10% in national pricing pool 

17 



1997 - Transition Year 

Fiscal Year 1997 is a transition year for resource 
allocation and serves as a bridge to moving 
toward 1998. 
In order to have an adjustment period for 
Networks to adapt to the new allocation system, 
there is a need for caps and limits on dollars 
moved. 
Limits will be adjusted to "hold harmless" the 
portion of FY where ERA is not applied. 19 



Full Impact of VERA Model 
($$ in millions) 

VISN 

1 Boston 

2 Albany NY 

3 BrofM 

4 Pittsburgh 

5 Baltimore 

6 Durhanfi 

7 Atlanta 

8 Bay Pines 

9 Nashville 

10 Cincinnati 

11 Ann Arbor 

12 Chicago 

13 Minneapolis 

14 Omaha 

15 Kansas City 

16 Jackson 

17 Dallas 

18 Phoenix 

19 Denver 

20 Portland 

21 San Francisco 

22 Long Beach 

VHA 

FY97 ERA Allocation $ Gain or loss from FY96 

FY 96 subtotal allocation 

$822 $770 ($52) 

$421 $389 ($32) 

$988 $840 ($148) 

$744 $729 ($15) 

$408 $425 $17 

$656 $685 $29 

$748 $832 $83 

$928 $1,021 $93 

$662 $666 $4 

$489 $512 $22 

$633 $617 ($16) 

$801 $744 ($57) 

$400 $400 $0 

$277 $266 ($11) 

$560 $604 $43 

$1,032 $1,156 $123 

$566 $634 $68 

$466 $541 $75 

$353 $376 $23 

$561 $645 $84 

$665 $706 $41 

$868 $879 $11 

$14,048 $14,434 $386 

% Budget shift no delay 

(6.36) 

(7.51) 

(14.94) 

(1 99) 

4.10 

4.36 

11.13 

10.03 

0.60 

4.51 

(2.51) 

(7.12) 

0.01 

(4.07) 

7.76 

11.95 

11.99 

16.02 

6.60 

15.01 

6.21 

1.28 

2.75 

Note: these figures reflect VISN allocatins prior to Equipment and NRM 



Full Impact of VERA Model 

Ifav tnVISN color; 
*M VISN budget increase from 1996 

VISN budget decrease from 1996 

Denver Omaha 

PoHland 

San Francisco 

Minneapolis Albany 

Boston 

Bronx 

Pittsburgh HD 



Table 15: Changes in Network Budgets - 1996 and 

($s in millions) 

FY 97 Allocation 

with phase-in̂  

$811 

$416 

$976 

$745 

$425 

$681 

$785 

$985 

$671 

$508 

$631 

$793 

$406 

$276 

$590 

$1,090 

$601 

$498 

$369 

$595 

$696 

$884 

$14,434 

1997 with phase-in implementation 

VISN FY 96 
1 Boston $822 

2 Albany NY $421 

3 Bronx $988 

4 Pittsburgh $744 

5 Baltimore $408 

6 Durham $656 

7 Atlanta $748 

8 Bay Pines $928 

9 Nashville $662 

10 Cincinnati $489 

11 Ann Arbor $633 

12 Chicago $801 

13 Minneapolis $400 

14 Omaha $277 

15 Kansas City $560 

16 Jackson $1,032 

17 Dallas $566 

18 Phoenix $466 

19 Denver $353 

20 Portland $561 

21 San Francisco $665 

22 Long Beach $868 

VHA $14,048 

$Difference from 
FY96 

($10) 

($5) 

($11) 

$1 

$17 

$25 

$37 

$57 

$10 

$19 

($1) 

($8) 

$6 

($1) 
$30 
$58 
$35 
$32 
$17 
$34 
$31 
$17 
$386 

% Difference from 
FY96 

(1.26) 

(1.17) 

(1.16) 

0.16 

4.07 

3.78 

4.93 

6.15 

1.47 

3.84 

(0.23) 

(1.05) 

1.50 

(0.40) 

5.30 

5.58 

6.15 

6.90 

4.75 

6.09 

4.70 

1.93 

2.75 

Note: these figures reflect VISN allocations prior to Equipment and HRM. 


