Veterans Equitable Resource Allocation (VERA)

Two ycars ago VA began transforming the velerans health-care system. VA shifted from a
system of individual medical centers and clinics focused on inpatient care to a fully integrated
system of health-care.

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

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

Past allocation systems created funding imbalances across the country and were oo complex.
This meant dollars were spent incfficicntly in over-funded facilities in given arcas of the
country and, thus, Jimited acccss and the level of service to veterans who got care from
under-funded facilities clscwhcre.

VERA is a new way of distributing VA's $17 billion medical-care budget to the VISNs.

VERA will correct past geographic funding imbalances and will help make surc equitable
access to care is available to all elipible velerans.

No veteran currendy receiving VA care will be denied care as a resull of this action. In fact,
VA expects more veterans 1o be treated under VERA,

Veterans will have improved access to care, improved quality of care and a wider spectrumn of
scrvices. '

VERA allocates funds 10 Networks bascd primarily on a national price for two different types
of patients -- those with roulin¢ health-care needs and those with special, and generally long-
wrm, health-care needs that arc relatively expensive.

The new system supports VA's goals of:

- trealing the greatest number of vemerans who have the highest priority lor health~carc;

- allocating funds equitably based on the number of veterans having the highcst priority for
hcalth-care;

- creating an understandable resource allocation systcm that is reasonably predictable; and
- aligning rcsource allocation policics to the best practices in heath-care.

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

This year, 16 of the 22 nctworks will receive increases in funding while 6 will have a
reduction, and the most any network will be reduced is 1.26 percent helow the FY 1996
funding level. '

Networks with decreasing funds will achieve their budget targets by becoming morc cfficient,
This will not mean Jess services to priority veterans in those Networks.

1/14/1997



_ SENT BY:OFFICE WGT & BUDGET : 1-14=87 i 2:53PN 2023856835+ 6702842

_0L/14/87 TUE 03:01 FAX o L | Qoor

L 4

- Yatsrans Equitable Rescures Allocstion (VERA)

o Two year ago VA began transforming the velerans health-are . VA shifled fram 8
system of individual medical canters ahd elinios focussd on inpatient Care to 8 fully integrated
systcn of bealh-care. o

> Today, 22 management hubs covering defined goo .phlca! areas aaliad Veterans Integrated
Sm:'heeNeworks (VISNs) adminisiar the new patisnt-centarsd approach 10 delivering VA
bealheye. :

. The changes in health-cars dali ‘peopraphic rodistribution of veterana, and tightar budgets
requjmlamwofhowv)\dm:t:n ummu;om:hnmﬂiglbhﬁ#hmmlvg

approprisze car.
Fast allocation systoms ercated funding {radalances seross the country and ware too eamplex.

¢ This meant dollass were speat inefBolenty in over-funded facilitios in given armas of the
country and, thus, limited sceass and tha Jevel of service to velerans o got care from _ .
under-funded fasliiies slsowhers.

o VERALamcw way of distibuting VA's $17 billion medical-care budget to the VI5Ns.

o VERA will correst pu;éco;r {c funding imbalances and will help make sure equitable
access 1o eare i3 avallable 1 all sligible ve . -

o No veteran eurrently recaiving VA care will ba daniad care as a result oﬁhin action. Infac
YA expects more veiarans (o be treated under VERA. _

o Vetcrans will bave improved access to care, improved quallity of care and a wider spectruu of

« VERA allosatos funds 1o Networks bused primasily on ¢ aatlonal priea for two different types
 of patieats = thosc with routing haalth-care neads and those with special, and genenally long-

term, hoalth-oere neads that are relatively expensive. .
e Thonsw nyu;n supporta VA's geals of: '
= trequing the greatest number of vetsrang who hava the highest priority for health-care;

- nllocain; funds equitably based on the nurmber of vetsrans having the highett priority for
health-care:

- - CTeating an undesstandadle resource allocation system that is reasonsbly predictable; and
3
» aligning resource allacation policias to the bax: practices in haath-oars.
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placs over & threo-year poriod.

o This yoar, 16 of the 22 petwarks will reccive inoreases in funding while § will have s
;ad:gi:wd the most any network will be raducad is 1.26 pezoens below the FY 1996
un v '

«  Networks with decreasing funds will sshiove their budget targets by becoming more efficient.
This will not mean less services 10 priority veterans in those Nétworks.
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. Veterass Bquitable Resouree Alloeation (VERA)
Questians and Answers - Continued from 12/23/96 List

Question #18: WIll those Networks with budget seductions undar VERA treat less
veterans aad offer less services?

Answer. No. Networks with budget reductions will ashieve those reductions trough
increased eficlencizs. The achievement of such efficicneics are not unrealistio to expact,
because VERA allocates finds based on @ VHA national sverage price. This means that
Networks facing reductions are simply being asked to operate at an average cost — they
are not being asked 10 operate at the cost of the mogt efficlent, or lowest-cost Networks.
It is important 1o pote that the Netwark budgets are adjusted 10 reflect the differences {n
labor costs across the sountry as well as the variance in levels of research, education,
equipment and noneresurring meintenance. In the end, we firmly believe that VERA will
result i no fewet veterans deing weated; instead it should allow for mose veterang to be
treated. '

Quesdan #19: What happens if a Nerwork cannot make it thyough tha yeas with ita
curment budget without Turning away veisrans who we currently treat?

Answes: We do not expect this to happen. The shifis in funding are baing phased in at s
vety conservative rate. Tha mot any Netwaork i3 decreased in FY 1997 is 1.26%. 1,
however, unforeseen circumsiances bring sbout the scenasio in question, VHA Corporate
Headquarters would make avallable reserve funding to rccomunodate the noeds of the
veterans ln that Network. Headquarters is maintaining 2 $100 million reserve 1o ensure
that vaterana continug 1o receive thelr care from the VA.

Questdon #20: Vev:mns in our ares of the country ar¢ older and sicker than those in other
pare of the country. What's being donc to take care of that?

Angwer: Our data show that scrosd the Networks there iz no tignificant difference in the
averege age of our veteran patients. The lowest averags age {6 $4.3 years in Nerwork 7
and te highest is 58.3 years in Network 1. '
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Question# 21: The decreasing budgets are in the colder areas of the country. Wouldn't
gy upcnsesbeomohhetmouthcirm:nhlghcmdqpmwhythcym
Joslng moncy?

Answer; No. Energy costs are not significant ésough to influance the model silocations.
In fact, systemwide, enargy costs sversge anly 1.5% of Network budgers. The Network

with the highest eaergy cost is lass than 1% above the system average. Energy costs and
other moderate variances in ths cost of doing business in the Networka will be managed

by the Network Dirsstors within thelf woul allocadons.

Quastion #22: The new system has only two paticut groups (Basic and Special). The old
syswm had five proups (Basic, Transplants, Chronic Mental Diness, Extended Care, and
Special Care). By reducing the number of patient groups won't you reduce funding to
those networks with patients who requite more cere bocguse transplants, chronic mental
illness, otc. arc no longer identified separstely for allocation purposes?

Answer: Anslysis revealed that moving £om five 10 Two patiem groups did ot effest tho
amount of funds that would move acro#s networks, ar the bortom line for individual
network budgets. As 2 result, the decision was made to reduce the oumber of patient

groups to simplify the system. :
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FY 1997 Funding - Two Phases

« Hold Harmless Period - Portlon of FY 1996 Plus
Inflation @f* Woeh )

« Remainder of Year - ERA System



Veterans Equltable Resource Allocation
(VERA)

Special Care ' Criteria:

1. Efficiency ]
2. Legal Requirement ||
3 Natlonal Support

Basic Care

----------

Research Support

Education Support @

Equipment §

Non-Recurring Maintenance (NRM)




The President’s Budget (ssx1000

m Medical Care appropriation $17,079,447
m Special Care allocation (30.4%) $5,197,414
m Basic Care allocation (49.5%) $8,452, 5605

m Research (2.3%) | $399,439
m Education (2.3%) $384,749
m Equipment (2.1%) $352,666

‘m Non-Recur Maint (NRM) (1.4%) $235,653
m Non-modeled $s (12.0%) $2 057,021

18



Special and Basic Care
Workload Models:

@ Patient Groups
® Price '
® Volume



Patient Groups

1996 | - 1997
Basic e 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- . 1997

. Blended Rate used to « No blended rate --
create price | National prices are used

(70/5/5/20). ~(0/0/0/100).

« Price set for each of the « Price set for each of the

five care groups at each two care groups at a
VAMC. | national level.

« Over 800 prices set across * Only two prices set across
the system. the system.



Price Setting (cont.)
1996 1997
. National prices (est.):
| $2,608: Basic Care

$35,687: Special Care



Determining Volume

1996 1997
« For all five care groups a « Basic Care Group:
historical-based projection Three-years of user data
was made to determine accounts for Category A
the expected number of veterans who use VHA,
users in the budget year. ~ but have not needed care

every year.



Determining Volume (cont.)
1997

 Special Care:

Samé as used in 1996 for
all groups.



Care Across Networks
1996 : 1997

e 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 e Only one --

computer model.
| * T abor index to account
for differences in labor
markets across the
country.

11
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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 Edﬁcétion Support

« Recognizes differences across Networks in level
of medical education programs. |

. Allocation of education support funds will be a
proportlonal distribution based on each Network’s
share of medical residents. |

15



1997 Equipment Allocation

50% case-mix
25% unique patient count

R historical purchase rate

25% CM]

16



1997 NRM 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 1s not applied. 19



FY97 ERA Allocation

$ Gain or loss from FY98

VISN FY 96 subtotal allocation % Budget shift no delay

1 Boston $822 $770 ($52) (6.38)
2 Albany NY $421 $389 ($32) (7.51)
3 Bronx $988 $840 ($148) (14.94)
4 Pittsburgh $744 $729 ($15) (1.99)
5 Baltimore $408 $425 $17 4.10
6 Durham $656 $685 $29 4.36
7 Atlanta $748 $832 $83 11.13
8 Bay Pines $928 $1,021 $93 10.03
9 Nashville $662 $666 $4 0.60
10 Cincinnati $489 $512 $22 4.51
11 Ann Arbor $633 $617 ($16) (2.51)
12 Chicago $801 $744 ($57) (7.12)
13 Minneapolis $400 $400 $0 0.01
14 Omaha $277 $266 ($11) (4.07)
15 Kansas City $560 $604 - $43 7.76
16 Jackson $1,032 $1,156 $123 11.95
17 Dallas $566 $634 $68 11.99
18 Phoenix $466 $541 $75 16.02
19 Denver $353 $376 $23 6.60
20 Portland $561 $645 $84 15.01
21 San Francisco $665 $706 $41 6.21
22 Long Beach $868 $879 $1 1.28
VHA $14,048 $14,434 $386 2.75

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



Fu“ ImpaCt Of VERA MOdel #% VISN budget decrease from 1996

o .
wa  YVISN budget increase from 1996
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in implementation -

$Difference from % Difference from

VISN FY 96 with phase-in FY96 FY96
1 Boston $822 $811 ($10) (1.26)
2 Albany NY $421 $416 (35) (1.17)
3 Bronx $988 $976 ($11) (1.16)
4 Pittsburgh $744 $745 $1 0.16
5 Baltimore $408 $425 $17 4.07
6 Durham - $656 $681 ' $25 3.78
7 Atlanta $748 $785 $37 493
8 Bay Pines $928 $985 $57 6.15
9 Nashville $662 $671 $10 1.47
10 Cincinnati $489 . $508 $19 3.84
11 Ann Arbor $633 $631 ($1) (0.23)
12 Chicago $801 $793 ($8) (1.05)
13 Minneapolis $400 $406 $6 1.50
14 Omaha $277 $276 (81) (0.40)
15 Kansas City $560 $590 $30 5.30
16 Jackson $1,032 $1,090 $58 5.58
17 Dallas $566 $601 $£35 6.15
18 Phoenix $466 $498 $32 6.90
19 Denver $353 $369 $17 4.75
20 Portland : $561 $595 $34 6.09
21 San Francisco $665 - $696 $31 470
22 Long Beach $868 $884 $17 1.93

VHA $14,048 $14,434 $386 2.75

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



