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EXECUTIVE SUMMARY

Study Mandate and Objectives

Sharing and collaboration, at some level, have been ongoing between the Department of
Defense (DoD) and the Department of Veterans Affairs (VA) health care systems for
several decades. In the past five years, however, there has been increased emphasis on
expanding the scope and extent of sharing and collaborative efforts between DoD and
VA. Recent Congressional direction reflects this increased interest. Section 8147 of the
FY02 Defense Appropriations Act mandates that the Secretaries of Defense and Veterans
Affairs jointly conduct a comprehensive assessment to identify and evaluate changes to
DoD and VA health care delivery policies, methods, practices and procedures, in order to
provide improved health care services at reduced costs to the taxpayer.

The DoD/V A Health Executive Council, through the Joint Facility Work Group, was
charged with overseeing this comprehensive assessment as part of its responsibility to
address the need for collaboration between the two Departments. The Office of Special
Programs, TRICARE Management Activity (TMA) contracted with Mitretek Systems,
Inc. (Mitretek) to conduct the DoD/VA Joint Assessment Study (JAS).

The primary Study objective was to explore the sharing options that exist between DoD
and the VA, and identify the most promising sharing opportunities to pursue, based upon
their demonstrated potential to improve access to and the quality of the health care
services provided, and to reduce costs to the taxpayer in the future. The Study focused on
examining collaboration and sharing opportunities—and potential implementation
actions—for three specific DoD/VA Market Areas: Puget Sound, Gulf Coast, and
Hawaii.

The second objective of the Study was to develop a data repository and an analytical
methodology that could be repeated at other sites or on a national scale. Thus the Study
also included significant effort aimed at the development and subsequent assessment of
the value of such a methodology.

Study Accomplishments

The subject of DoD/VA collaboration has been studied extensively over the past 20
years. It is a complex and difficult subject, requiring a thorough understanding of the
health care requirements of the beneficiary population within a local market. The Joint
Assessment Study was designed to complete a market-based evaluation of potential
sharing opportunities using analytical methods. Major accomplishments of the Study
include the following.

1. Mitretek created a “Combined Beneficiary perspective” for evaluating sharing
opportunities.

This Study adopred the perspective of a combined beneficiary population for a given
market area in order o evaluate sharing opporitunities in a holistic fashion rather
than the potentially conflicting interests of the two delivery systems taken separately.
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EXECUTIVE SUMMARY

Mitretek combined all the necessary planning data to comprehensively and
systematically identify Market-wide opportunities.

This approach provides the most complete picture of the nature of these beneficiaries
demand for health care services in a market and the total resources that these two
Federal agencies are currently committing to meet these needs.

Mitretek produced tools and methods that can be consistently applied to
evaluate the merits of sharing opportunities.

Tools and methods were created as part of the Study to measure both quantitative and
qualitative factors important for assessing sharing opportunities.

Mitretek met the Study objectives to measure the benefits of sharing
opportunities on beneficiaries and the taxpayers.

Meeting the primary Study objective itself was a significant accomplishment in the
evolution of joint planning efforts between DoD and VA.

Mitretek built a foundation for future Federal planning initiatives.

The Study incorporates “lessons learned” from past and current sharing initiatives and
builds upon those to provide a stronger foundation to support future efforts.

Mitretek developed categories and lists of sharing opportunities common to all
markets.

The Study identifies nine domains of collaboration and three levels of effort required
to address the most promising sharing opportunities.

Mitretek recognized that integration can happen at many different levels within
organizations to achieve desired results.

This Study recognizes that full “integration” of services is not necessarily the best
goal of DoD/VA sharing efforts; collaboration at lower levels within organizations in
local markets may often provide the “best fit” between the needs of the populations
and the specific clinical services available.

Approach to Conducting the Study

Mitretek designed and executed the Study around four major tasks. which are:

1.
2.

Conducting background research on DoD/V A sharing experiences;

Developing a standard, replicable methodology that includes two major components:

— A standard data repository integrating relevant data from both DoD and VA
sources and,

—  Analytic tools, methods and procedures using a common approach to address the
primary Study question in detail;

Applying the methodology in three Study Market areas (Puget Sound, Gulf Coast,
and Hawaii); and
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EXECUTIVE SUMMARY

4. Preparing a final report documenting the Study effort and its results.

Mitretek collected and reviewed relevant studies from DoD and VA related to current
planning initiatives, such as the VA CARES process and the President’s Task Force 1o
Improve Health Care Delivery for Our Nation's Veterans. Mitretek also conducted field
visits to three existing DoD/V A Joint Venture sites. These research activities informed
the overal) design and content orientation of the Joint Assessment Study methodology.

Mitretek developed two distinct frameworks as a part of this effort; one for measuring
health care requirements and system capacity. and the other to frame the requirements for
collaboration. This joint market planning approach and its underlying methodology can
be readily adapted to the specific circumstances of other markets—that is, the
methodology can be replicated.

The Study approach and methodology identified and assessed promising opportunities to
achieve partial or full integration in areas where these efforts would have a favorable
impact on access. cost or quality. The creation of a re-usable data repository and
decision-support tools was an integral part of the approach developed in the Study.

Mitretek considered that the value and worth of any identified sharing opportunity would
be judged by the extent to which it increased access, improved quality, or reduced
costs—and potentially all of these. Identifying those sharing and collaboration
opportunities that could improve access (as the starting point) required the creation of a
comprehensive database, including information and data on:

e The demographics and origin of eligible and enrolied DoD and VA beneficiaries;

e Similar data for those beneficiaries using their respective health care delivery
systems:

e The volume and characteristics of the services provided, including outpatient visits,
inpatient discharges, bed-days of care, diagnoses, procedures, and locations of
service, including direct and indirect care's

o The supply of resources—including staff and physical space—and the capacity of
each facility to provide these services; and

o The costs of providing these services.

The assembled data supported the quantitative analyses performed to identify the most
promising and desirable opportunities for increased sharing and collaboration through
possible redistribution of care access points, providers, or locations where care can be
most efficiently rendered to a Combined Beneficiary population. However, Mitretek
determined that this result, while necessary, was insufficient to achieve the overall Study
objectives; while desirable, these opportunities may not be completely feasible
(recognizing that, in reality, there are two very large, mature, and well-entrenched health
delivery systems already in place). The numerous mission, policy. infrastructure, and
organizational culture issues that simultaneously distinguish and divide the health care
delivery operations of the Departments of Defense and Veterans Affairs raise real and

" Indirect care is defined as purchased care by the DoD and fee-basis care by the VA.
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practical challenges to implementing a large number of very important, promising,
desirable sharing opportunities.

While both VA and DoD have patient care as a central focus of their health care delivery
missions, each System approaches its respective tasks differently. Sharing opportunities,
by definition, cut across the traditional boundaries between the Systems, and involve joint
or combined execution of activities routinely accomplished by each System for its own
purposes. These include clinical practices, electronic exchange of information,
administrative practices, and the pursuit of educational and research agendas.
Additionally, while both Systems have a national security component, it is a core concern
for DoD, but only tangentially related to VA’s day-to-day operations. Mediating the
sometimes conflicting concerns of “readiness” and “health care” remains a challenge to
any greater degree of collaboration and sharing between the two Systems.

Mitretek has approached the Study within this context: recognizing the thicket of these
complex, real-world issues and concerns while simultaneously developing a quantitative
methodology for highlighting potential sharing opportunities. This Study takes a holistic
approach—both “calling it by the numbers” and respecting the many organizational
barriers or enablers to collaboration.

While it appears true that “all health care is local,” it is also desirable to plan for the
delivery of health care services to Combined Beneficiaries from a comprehensive, data-
driven, logically developed, analytic foundation, highlighting and respecting local issues
and perspectives, but incorporating them systematically into a broader methodological
context. Mitretek believes that the results documented in this report demonstrate that
they have made significant progress in developing this analytic foundation through the
Study methodology.

Results and Recommendations

When applied to the three Market areas, the Study methodology revealed the following
examples of major potential sharing opportunities in each.

e Puget Sound Market — This example emphasizes access to primary care services, and
uses the methodology to demonstrate how access performance can be improved
significantly by opening new access points and redistributing capacity from facilities
with excess capacity.

e Gulf Coast Market — This example focuses on inpatient services within a particular
Submarket (Biloxi/Gulfport), using the methodology to demonstrate how inpatient
resources can be consolidated to achieve long-term cost savings.

e Hawaii Market — This application of the methodology emphasizes improving business
processes and collaboration, and the potential to recapture indirect care volume
through greater collaboration.

The findings and results of the Joint Assessment Study include market-specific and
general recommendations regarding DoD/V A sharing opportunities, as well as
recommendations on the methodology and approach to the Study. The following
recommendations apply specifically to the three Study Markets.
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Puget Sound Market

The Study demonstrated that access to primary care services could be improved
significantly by opening new access points and redistributing capacity from
facilities with surplus capacity.

Mitretek recommends that the VA and DoD continue to move forward with
thejr planning efforts 1o open new primary care access points in geographic
areas that are currently underserved.

Additionally, on a broader scale,
Mitretek recommends that Do) and VA leaders in the Puget Sound Market |.

area continue 1o use this data-driven methodological approach to further
examine sharing opportunities in their Market.

Gulf Coast Market

| Mitretek recommends that DoD and VA establish a joint task force to
~conduct an in-depth operational and facility assessment that includes a
future model of consolidated Medical/Surgical care in Biloxi, MS, based
| on the present and projected demand of the beneficianes.

This effort should set aside the uncertainty of policy-oriented issues such as
BRAC and/or integration of GME programs. The detailed analysis should
exhaust all avenues of care delivery models, with patient demand and health care
needs as the central driver. Facility-specific considerations should be secondary
in this planning process.

VA recently released the Realignment Study for VISN 16, which, through a
cost/benefit analysis of several alternatives, concludes that all services currently
offered at the Gulfport Division should be moved to Biloxi. This “preferred
alternative” would allow for “prediction of the outcomes for veteran patient
services in a single consolidated location, to produce a single standard of care.’

A separate alternative included a “sharing agreement for provision of clinical
services with Keesler” which was retained, as “1ocal command support for sharing
may change again during the CARES process.” 3 The current direction of this VA
study demonstrates a lack of collaborative planning on the part of both
Departments.

| Mitretek recommends that VHA refrain from drawing any conclusions (and F
retract any offered) until a detailed reexamination of the Keesler alternative
L - is conducted with DoD representatives.

2 Narrative component of VHA Realignment Study, VISN 16, November 21, 2003; p. 18.
3 Realignment Study, p. 18

9 0f 93



EXECUTIVE SUMMARY

The current “preferred alternative™ includes renovation of 123,000 DGSF and
new construction of 155.000 DGSF with total capital costs of approximately
$30M.* Having applied the Study methodology, Mitretek feels that it would be
premature to draw conclusions before assessing a consolidated delivery mode! for
services duplicated between DoD and VA, given the remarkable proximity of
these three facilities.

Hawaii Market

During the Study site visits, DoD and VA stakeholders alike expressed need for
additional specialists—particularly in Gastroenterology, Cardiology, and
Dermatology. The Indirect Care analysis underscores the need for collaboration in
physician recruitment and employment for these specialties.

Mitretek recommends that the two Departments work closely to analyze
the volume and type of indirect care activity-—especially in specialties

| where the combined indirect care volume could justify jointly emploving a
| specialist.

For most specialties, the two Systems should first determine whether there is
excess provider capacity in either System. For example, if DoD has excess
capacity in a specialty, it should first attempt to recapture “leaking volume” to use
up its capacity. If, after recapturing volume, some excess capacity remains, VA
could take advantage of this opportunity to reduce fee-basis care.

Likewise, the Systems should identify and describe DoD indirect care activity for
Mental Health and Rehabilitation and determine whether the DoD direct care
system has capacity to recapture the purchased services. If so, DoD should
encourage beneficiaries to use the direct care system. If not, the Systems should
determine whether VA has capacity to support some of the DoD’s needs.

Because of the dynamic nature of the deployment of DoD) specialists,
Mitretek recommends that DoD and VA together evaluate whether jointly
employing specialists will help to equalize availability and access.

Mitretek recommends that the two organizations, using the Collaboration
Framework, continue to pursue the opportunities identified during the site visits.
However, these efforts need to proceed in an orderly, systematic, and information-
driven manner. Leadership of both organizations must remain visionary and
revitalize formal joint strategy, business, and facility planning efforts.

Other Sharing-Related Findings

Mitretek’s field work revealed a large number of potentially valuable sharing
opportunities that are applicable to all Markets. Mitretek characterized these into three
levels, as shown below. The Study findings from Puget Sound, Gulf Coast, and Hawaii
are specific examples of Level li-type findings. Mitretek believes this systematic

4 Realignment Study, pp. 4 and 8.
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description of the range of complexity and difficulty associated with collaboration
provides a useful framework for continuing discussions between the two Systems.

e Level 1 (Opportunistic) sharing opportunities represent activities that mostly focus
on logistics, staffing, and business and system processes and/or improvement of
sharing activities currently in place. Mitretek considers Level 1 sharing to be largely
invisible to patients, locally-managed, and easiest to accomplish.

» Level Il (Actionable) sharing opportunities tend to involve patient movement,
delivery resources, or development of patient care facilities. Level I opportunities
imply capital or other types of investment, and some stakeholder resistance; they are
thus harder to accomplish.

e Level 111 (Transformational) sharing activities are difficult to achieve and yet have
the highest potential impact on cost, quality and/or access to care. Examples of Level
HI sharing opportunities include: development of interoperable IM/IT systems and
common medical records, single governance and management within defined market
areas, and unified GME and research programs. Additionally, Level III opportunities
may involve major policy changes, and/or significant degrees of direction and
guidance from national headquarters.

Findings and Recommendations Relative to the Data Repository and Analytical
Methodology

Mitretek recommends that Do) and VA officials continue to develop and refine
the quantitative methodologies used in this Study. with particular attention to
addressing and resolving the following issues: Data Acquisition, Data
Integration. and Demand and Capacity Conversion Factors.

This Study used patient-record-leve] detail as the major component of the Data
Repository. This vields several challenges. including the enormous size of the requested
data files, and patient confidentiality 1ssues. When this Study methodology 1s repeated,
the project timeline should consider that the size and confidentiality issues will resultin a
long lead time required to obtain the data.

Further, the data itself requires filters. assumptions, groupers, etc., in order to convert
record-level detail into valuable decision-support information. It required considerable
expertise in database management and health care planning, as well as familiarity with
the structure and contents of the DoD and VA datasets, to accomplish this task.

Mitretek recommends that tuture Studies also employ a multidisciplinary team
of database management and health care planning experts.

To determine where current and future imbalances between the demand and the supply in
a particular market might exist, Mitretek converted demand into encounter-level/
workload data and converted supply counts into capacity. In most cases, the datasets
included data at the workload level. sufficient for comparing demand to capacity. This
Study developed initial Demand and Capacity Conversion Factors to facilitate such an
analysis in the future.
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Mitretek recommends that Dol and VA use the Collaboration Framework 1o
other markets, adapting it as necessaty 10 apply Lo any market.

The Collaboration Framework proved to be a highly useful and well-received means of
addressing the complex dynamics experienced by those responsible for carrying out
collaboration and sharing activities.

Summary

Adopting both the quantitative and qualitative frameworks developed in this effort
allowed Mitretek to carry out the two major objectives of the Study. Specifically, the
Study team was able 10 identify and assess multiple sharing opportunities available in
each of the three Study Markets and to create a replicable methodology for use in other
markets.

Mitretek believes that the DoD and VA should continue in their exploration, evaluation
and implementation of collaboration initiatives. The methods developed in this Joint
Assessment Study provide DoD and VA officials with additional decision-support tools
that can be applied in other markets.
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1.0 INTRODUCTION

1.1 The Problem and the Mandate

Since the passage in 1982 of the Veterans Administration® and Department of Defense
Resource Sharing and Emergency Operations Act, VA and DoD have had a number of
successful experiences in sharing resources and capabilities between their respective
health care delivery systems, jmproving access and quality of care, and reducing costs.
In April 2002, the VA/MDoD Joint Executive Council (JEC) reported that there are
currently over 600 sharing agreements in place between the two departments, covering
over 6,000 instances of sharing services.

However, the pressure for greater change has been increasing (see Figure below), in part
because the pace of change has been relatively slow. and the results relatively modest,
given the size of the respective organizations. In 2001, a VA study estimated that sharing
and collaboration efforts between Dol and VA make up less than one percent of their
combined health care budgets.7 More recently. the President’'s Task Force to Improve
Health Care Delivery for Our Nation's Veterans (PTF) reported that the VA and DoD
have had a mixed record in carrying out the mandates to improve collaboration and
sharing. The PTF concluded that substantial opportunities remain for increased
collaboration between the two departments.

Figure 1: Increasing Pressure for Change

Congressional Commission Eagle Report CARES Il
Transitional Assistance Assessment of Sharing  Secretary's Decision
(Jan *99) Agreements (Dec ‘01) {Oct '03)

Qur Study }
| A— : ) I . - : gt AR
1998 1999 2000 2001 2002 2003 2004
GAQ Report President's Task Force NDAA 2003
Resource Sharing {May '01 — Mar '03) (Smith Amendment)

Activities (May '00)

CARES Planning Process S #>
[

Heaith Executive Council (HEC) Workgroup,

e

Other Current and Pending Legislation

Recent Congressional direction reflects the increased emphasis on expanding the scope
and extent of sharing and collaborative efforts between DoD and VA. Section 8147 of
the FY02 Defense Appropriations Act mandates that the Secretaries of Defense and
Veterans Affairs jointly conduct a comprehensive assessment 1o identify and evaluate

W/

Y

* Re-established in 1989 as the Department of Veterans Affairs.
‘i Joint Executive Counci) Strategic Plan
7 §ource: *“Department of Veterans Affairs and Department of Defense Health Resources Sharing” Staff Report to

the Committee on Veterans Affairs, February 25, 2002.
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Section 1.0 - INTRODUCTION

changes to DoD and VA health care delivery policies, methods, practices and procedures,
in order to provide improved health care services at reduced costs 10 the taxpayer.

12  Objectives of the Study

To implement the Congressional mandate, the Office of Special Programs, TRICARE
Management Activity (TMA) contracted with Mitretek Systems (Mitretek) 10 conduct a
Joint Assessment Study. There are tWo key objectives for the Study. The primary
objective is 10 explore the sharing options that exist between DoD and the VA, and
identify the most promising shanng opportunities 10 pursue, pased upon their
demonstrated potential 10 improve access 10 and the quality of the health care services
provided, and to reduce costs 10 the taxpayer in the future.

The question that the Study addresses with respect to this objective is:

What is the besi approach (0r combination of approaches) for
organizing the resources of the DoD and VA in a specific market ared 10
deliver accessible. efficient, and high quality health care services 10
meet the needs of it respeclive eligible beneficiaries?

The Study focused on examining collaboration and sharing opportunities—and potential
implementation actions——for three specific DoD/V A Market Areas. TMA directed that,
io be successful, the Study should include an “[assessment] of the probable first-order
impacts of further integrating the DoD/VA systems,” including “the impact of integration
on beneficiary access. Ltilization efficiency, operating COsts and capital investment
requirements.”

The second objective of the Study was 10 develop a data repository and analytical
methodology that can be repeated at other sites oron a national scale. The questions that
the Study addressed with respect to this objective were:

e Can the Study teaim develop an effective joint market planning approach
to identify market-specific opportunities 10 enhance beneficiary health
care services through improved coordination. collaboration. and

communicalion between the TWo Deparrmems?

e Can this joint market planning approach and its underlying methodology

be readily adapted 1o the specific circumsiances of other markets, 1.e., can

the methodology be replicated?

o Will the Study approach and methodology identify the most promising
opportunities 10 achieve partial or full integration in areds where these
efforts would have a favorable impact?

Mitretek 15 pleased to report that the answer to all of these questions 18 “Yes.”

13 Required Efforts

As defined in the Statement of work for this effort and depicted In the figure below, the
Grudy Team was required to carry out four distinct efforts. These arc:

o Conduct background research on the history and 1ssues regarding sharing and
collaboration between DoD and VA.
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o Develop a standard. replicable methadology to identify the most promising sharing
and collaboration efforts. The methodology was intended to include two major
components:

_ A standard data repository integrating relevant data from both DoD and VA
sources; and

—  Analytic tools. methods, and procedures using & common approach to address the
primary Study question in detail.

e Apply the methodology in three Study Markets (Hawaii, Puget Sound, and the Gulf
Coast) by:

_ Assembling the pertinent data;
_  Analyzing the data and information; and

_  Assessing sharing/collaboration opportunities and impacts, including market-
specific opportunities, general opportunities, and recommendations regarding
methodology.

e Prepare a final report documenting the Study effort and its results.

Figure 2: Joint Assessment Study Requirements

Conduct
Background
Research

Develep
Analytical
Methodology

Apply
Methodology

Prepare Report

Recommendations on Specific Document Recommendations
Sharing Opportunities for Continued Analysis

In developing its overall concept for executing these tasks, Mitretek considered that the
value and worth of any identified sharing opportunity would be judged by the extent to
which it increased access. improved quality. or reduced costs—and potentially all of
these to some extent. 1dentifying those sharing and collaboration opportunities that could
improve access (as the starting point) required the creation of a comprehensive database
including information and data on:

o The demographics and origin of eligible and enrolled DoD and VA beneficiaries;
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e Similar data for those beneficiaries using their respective health care delivery
systems;

e The volume and characteristics of the services provided, including outpatient visits,
inpatient discharges, bed-days of care, diagnoses, procedures, and locations of
service, including direct and indirect care;

e The supply of resources——including staff and physical space-——and the capacity of
each facility to provide these services; and

o The costs of providing these services.

The assembled data supported the quantitative analyses performed to identify the most
promising and desirable opportunities for increased sharing and collaboration through
possible redistribution of care access points, providers, OF locations where carc can be
most efficiently rendered to a Combined Beneficiary population. However, Mitretek
determined that this result, while necessary. was insufficient to achieve the overall Study
objectives; while desirable, these opportunities may not be completelyfeasible
(recognizing that, in reality, there are two very large, mature, and well-entrenched health
delivery systems already in place). The numerous mission, policy, infrastructure, and
organizational culture issues that simultaneously distinguish and divide the health care
delivery operations of the Departments of Defense and Veterans Affairs raise practical
challenges to implementing a large number of very important and desirable sharing
opportunities.

These sharing opportunities. which cut across iraditional boundaries between the two
Systems of health care delivery, may involve a host of commonly provided activities.
These range from clinical practices 10 electronic exchange of information, to
administrative practices, 10 pursuit of important educational agendas. The mission
statements of both VA and DoD health care delivery systems articulate that patient care is
the central focus. Both organizations have national security matters asa central
component of their missions: in the case of the DoD, it is its reason for being, and VA
serves as its contingency back up. Additionally. both organizations have similar goals
in—but different approaches to-—their education and research missions.

It is within this context that Mitretek has approached the Study: recognizing the thicket of

complex matters while simultancously developing a guantitative methodology to
highlight potential sharing opportunities. This Study takes a holistic approach_both
“calling it by the numbers” and also respecting the many organizational barriers and
enablers to collaboration.

1.4  Highlights of Study Accomplishments

The following highlights reflect the major accomplishments of this Study. Mitretek:

. Created the «Combined Beneficiary” perspective for evaluating sharing
opportunities.

This Study demonstrated that every local market area can potentially have very
different characteristics, which can be illuminated by the application of the

e —
® |ndirect care is defined as purchased care by the DoD and fee-basis care by the VA
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market-based Combined Beneficiary perspective developed in this Study
methodology. The degrees of sharing and/or collaboration that exist between
agencies today, imbalances between the locations of populations needing care and
the two agencies’ resources; and how much care 1s being provided directly versus
being purchased for these beneficiaries, are all variables that can be quantified for
cach local combined market. This s critical since the nature of those targets of
opportunity for greater gharing that will most benefit the patients and the
taxpayers will vary from market to market.

. Combined all the necessary planning data to comprehensively and
systematically identify market-wide sharing opportunities.

The combined market and delivery system perspective that the Study
methodology creates incorporates data related to the services required by
beneficiaries of both DoD and VA, the resources available within both systems
combined to meet these needs, and the care purchased by these agencies for these
beneficiaries. As such, this approach provides the most complete picture of the
demand for health care services by these beneficiaries in a market, and of the total
resources that these two Federal agencies have currently committed to meet these
needs.

. Produced tools and methods that can be consistently applied to evaluate the
merits of sharing opportunities.

The Study methodology. which utilizes the quantitative workload and capacity
information available from both systems, provides a useful “scorecard” and a
relatively comprehensive approach for identifying and analyzing the impact on
care delivery of greater sharing and collaboration between V A and DoD. During
site visits, Mitretek observed that, while there were many sharing and
collaboration issues and initiatives being considered by both systems, these
discussions often occurred without an understanding of the overall range and
depth of care delivery in the market. There was often a lack of context in which to
frame the potential improvement represented by a particular initiative, no method
1o evaluate it, and no consistent way to compare it to other, equally intriguing
ideas. The comprehensive. data-driven, market-wide perspective used in the
methodology and analyses developed for this Study is a significant contribution 10
DoD and VA joint planning efforts, NOW and in the future.

. Met the Study objectives to measure the benefits of sharing opportunities on
beneficiaries and the taxpayers.

Meeting the primary Study objective itself was a significant accomplishment in
the evalution of joint planning efforts between DoD and VA. The data-driven
approach that has been developed through this Study can help to both identify
opportunities for sharing that will have a beneficial impact on the systems’
beneficiaries and the 1axpayers. and measure the relative impact of options on
overall access and system-wide Costs.
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1.5

Built a foundation for future Federal planning initiatives.

This approach incorporates extensive research on past and current sharing
initiatives, builds upon those, and provides a stronger foundation to support other
planning initiatives underway and/or on the horizon (e.g.. Smith Amendment).
The analytical tools and techniques developed as part of this Study methodology
provide a valuable starting point for the two agencies to develop the type of
uniform resource planning standards that are essential for the effective joint
planning of their combined resources. Examples include the capacity conversion
factors and the tools developed to map clinical workloads from the two
Departments jnto commonly defined product and service lines.

Developed categories and lists of sharing opportunities common to all
markets.

The list of promising opportunities is extensive; however, recognition of the
impact of the disparate missions of these two organizations is a critical step in
understanding barriers to collaboration. The approach and methods used in this
Study are designed to enhance the respective missions by focusing on potential
enablers necessary for the implementation of sharing activities. The Study
identifies nine domains of collaboration and three levels of effort that are required
to address the most promising sharing opportunities.

Recognized that integration can happen at many different levels within
organizations to achieve desired results.

In applying the Study methodology, Mitretek interacted with DoD and VA
stakeholders at many levels of the organization, from national leaders of both
agencies to the department-level line managers. With this perspective from the
field in addition to the view from national headquarters, Mitretek recognized that
full “integration” of services is not necessarily the best goa) of VA/DoD sharing
efforts; often collaboration at lower levels within organizations in local markets
best fits the needs of the populations or the specific clinical services in question
and can achieve the desired results.

Organization of this Report

This report documents the results of the year-long Study. The main report (this volume)
includes the following:

Executive Summary

1.0
2.0
3.0

4.0
5.0

Introduction
The Approach and Methodology

Findings and Recommendations from Applying the Methodology to the Study
Market Areas

Findings and Recommendations from the Research and Field Work

Findings and Recommendations Regarding the Methodology and Continued
Analysis and Sharing Opportunities
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In addition, the Appendices provide much greater detail on several key areas of the

Study. These include:

A Market Assessments (for the three Study Markets)

Appendix
Methodology — A Formula for Identifying and
in Other Markets

documented in this report
es the intended Study

Appendix B: Developing a Study
Assessing Sharing Opportunities
e Study. as

efforts in conducting th
address

Mitretek believes that its
g Appendices. successfully

and the detailed supportin
objectives and requirements.
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2.0

APPROACH AND METHODOLOGY

2.1 QOverview

As described In Section 1.0, the Statement of Work for the Study required that Mitretek
carry out four distinct efforts: conduct background research, develop the analytical
methodology. apply the methodology to the three identified Market areas, and prepare a

written report 10 document the Study results. The figure below depicts 1n MOTe detail
how Mitretek approached and carried out the Study.

Figure 3: How the Study Approach Was Carried Out
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The overall approach 10 the Study involved considerable interaction with client teams
through interviews. visits to existing DoD/VA Joint Venture sites, in-process reviews
with members of the Joint Facilities Work Group of the Health Executive Council (HEC),
and field work within each of the three Study Market areas. 1t also involved the
development of a large Data Repository 10 collect and analyze beneficiary population and

health care utilization and creation of decision-suppoit tools used to assess potential
sharing opportunities within the markets.

Fecommendetions en
Specific Shafing
Grporturities -

Doclment .
Recomnmandations far
Continued Andiysis

The major components of Mitretek’s approach 10 conducting the Study are discussed in
detail in the following four sections. For a complete description of the methodological
approach, sce Appendix B: Developing d Study Methodology.-

2.2 Conduct Research

As part of the Joint Assessment Study, Mitretek conducted considerable research into the
background factors affecting DoD/VA sharing and collaboration activities. This work
was undertaken pursuant {0 the charge that “the contractor shall review pertinent studies,
reports, analysis. efc. as they relate 10 proposals or initiatives associated with the
integration of DoD/VA sysiems oF efforts in whole or in part.” In the Research effort,
Mitretek had three main objectives 10 accomplish:

. To understand the context of DoD/VA organizational relationships.
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* To get input into the Study design and methodology.

° To understand qubstantive matters: key elements, jesues, barriers, and ingredients
for successful collaboration.

22.1 Identify Related Studies and Existing Joint Ventures

The initial approach 10 conducting the research involved collecting and reviewing
previously prepared documentation on the broad subject of DoD/V A sharing and
collaboration. Mitretek reviewed a wide spectrum of reports, studies, websites,
briefings and presentation materials. Information sources came from many
government agencies. including the DoD and its component services, the VA, the
Department of Health and Human Qervices (DHHS), Congressional committees
and testimony, General Accounting Office (GAO), Office of Management and
Budget (OMB). and the Congressional Budget Office (CBO). Additionally, the
team referred 10 non-government documentation relating 10 the planning of large
health delivery systems. A list of reference documents collected and reviewed as
part of this research investigation is presented as Attachment I of Appendix B.

22.2 Conduct Field Visits

Per the Statement of Work directive {hat Mitretek “conduct field visits 10

DoD/V A medical centers involved in significant joint ventures,” Mitretek visited
the following Joint Venture sites 10 investigate what is working well and what
barriers the staff, leaders, and others have encountered in their sharing efforts:

o David Grant Medical Center (Travis AFB) and V A Northern California
Health Care System in Sacramento and Fairfield, CA

e Kirtland AFB Clinic and Albuquerque Vv AMC in Albuquerque, NM

e Mike O’ Callaghan Federal Hospital (Nellis AFB)and VA Qouthern Nevada
Health Care System in Las Vegas, NV

A summary of findings and conclusions from the research was presented 10 the
Joint Facilities Work Group and has been used in the development of methods
and tools used to assess sharing opportunities in the Study.

2.3 Develop Analytical Methodology

Mitretek developed a methodology for the Study that includes both quantitative and
qualitative frameworks for assessing sharing opportunities. The essential elements of

these frameworks are highlighted below. Background information, specific assumptions.
and detailed information about the methodology are contained in 4 ppendix B.

2.3.1 Framework for Quantitative Analysis

This Study focuses its quantitative analysisona population-based approach 10
measuring demand and supply of health care services in a given market arca. The
analysis of demand begins with the measurement of the combined DoD and VA

beneficiary (Combined Beneficiary) populations and the historic workload
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R "Ry

generated from these beneficiaries. The supply of health care services for a given
market is measured by availability of clinical services, facilities and staff.

Mitretek based the quantitative analyses in this Study on the following major
components:

e Population - The Study utilizes Combined Beneficiary populations, broken
down by age, s€X and beneficiary category. This includes all beneficiaries
who are eligible for care, all those enrolled in either system, and all unique
users who received care during the two-year timeframe used in the Study.
Beneficiary population data were obtained from gach System. -

e Demand — The demand for clinical services is measured by actually counting
workload generated by the beneficiary population in the individual Study
Market areas. These data were obtained from record-level encounter data
from the DoD and VA systems.

o Supply —The supply measures the availability of clinical services, staff, and
facilities (staffed beds, productive spacces. etc.). Though this information was
obtained primarily from the facilities in each market, Mitretek did obtain FTE
data from national sources.

e (osts— Cost information 18 contained in the record-level encounter data and
used extensively in measuring average costs ata clinical service-line level.

1n the development of the quantitative measures used in this methodology,
Mitretek created analytical tools to measure the gap, if any, between the demand
and supply of clinical services. Mitretek developed additional tools to analyze the
access to and costs of the clinical services within the defined Study markets.
These analytical tools {and the data required 1o use¢ the tools) are described below.

e Clinical Service and Product-Line Crosswalk Tables — Both the DoD and VA
systems aggregate clinical services in various product lines. In order to “map”
these product lines between the two sysiems, Mitretek created crosswalk
1ables to allow for common oroupings of services necessary to measure
demand, supply and cost and to betler understand the capacity of each system
to accommodate clinical service workloads.

e Capacity Conversion Factors — Mitretek developed these factors in order to
convert the supply of services into capacity estimates. For example, in order
to measure actual inpatient capacity within a market, analysts must convert the
number of staffed beds into available bed days of care, using occupancy
targets. Similarly, analysts must convert the supply of clinical providers into
clinical full-time equivalent (CFTE) availability in order to factor in the non-
clinical duties of the providers. These factors, which are explained in detail in
Appendix B, werc derived from published DoD, VA, and commercial

standards, or were based on the experience of the Study team.

e Access Measures/Drive-Time Analysis — Mitretek measured access 10 primary
care and to inpatient services—based upon beneficiary residence at a ZIP code
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level-using geographic information systems technology. These data were also
extracted from the record-level encounter data cited above.

The development of the quantitative analysis requirements and tools allowed the
Study team 10 determine the appropriate data request and 10 develop, as part of the
methodology, a Data Repository 10 receive and process Jarge volumes of record-
jevel and other data. The next section summarizes the essential elements of the
Data Repository.

Design the Data Repository

Data sets obtained from DoD and VA sources Were integrated with one
another, and then with information collected in the field during site visits.
The figure below represents both the quantitative inputs to the Data
Repository. and the major resulting data sets that were extracted.

Figure 4: Data Repository Inputs and Outputs
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The purpose of the database design was 10 mMErge the different data sets
together into one universal database. An Entity Relationship Diagram

representing the data elements and tables in the design can be found in

Appendix B.

‘ewzwww

In addition to the clinical service and product-line crosswalk tables
described above, data mapping was required 10 order to categorize the
pertinent data elements from the DoD and VA data. Mitretek team
members examined field definitions outlined in the source data
dictionaries. identified and categorized cach field into the corresponding
entity in the data model, and mapped key fields to the appropriate data
elements for each service. For example. a Department Mapping table was
created 1o group site-specific data into a standard set of operational
departments.
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Develop and Build Analysis & Decision Support Tools

Several data analysis and integration tools were developed after the Data
Repository was created. Data analysis “shells” (or standard report
templates) were developed in order to synthesize the data for analysis.
This series of analytical data tables is illustrated in the figure below.

Figure 5: 1lustration of the Series of Data Tables Employed in the Analysis
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The data analysis shells used to create the report templates served as the
basis for analysis. Stored procedures and queries were structured to
produce the necessary outputs for each pivot table series. An iterative
process of executing the queries and analyzing the results was essential to
understanding the complexities of the data and to generating the final
Market assessments.

Documentation of the Data Repository and decision-support tools provides
an essential baseline for replicating the quantitative analysis in the Study
(see Appendix B for more detail).

232 Framework for Qualitative Analysis

Another essential part of the Joint Assessment Study methodology involves
measuring overall relationships between DoD and VA facilities and personnel
within the Study markets. Mitretek developed a framework for assessing these
relationships and for measuring the impacts on potential sharing opportunities.
This Collaboration Framework is described in the following paragraphs.

There are four components to Mitretek’s Collaboration Framework: identification
of the major categories of collaboration. definitions of collaborative terminology,
a “Gold Standard” or ideal effect of the collaboration categories, and a
relationship continuum grid that combines these.

Mitretek’s research suggests that collaboration activities and organizational
relationships fall within one or more of nine domains: Clinical Workload,
Facilities & Equipment. Staffing & HR. Governance & Management, Business
Processes, Information Management/Information Technology (IM/T), Logistics,
Fducation & Training. and Research. Each of these domains is a potential
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collaboration area, which can help to achieve effective care delivery. The table
below details the influence of each of these domains on collaboration efforts.

Table 1: Domains of Collaboration and Their Influences

Domain Influence on Collaboration
Clinical Workload Determines need, demand, and patient flow
Facilities and Equipment Influences supply/capacity

Staffing & Human Resources | Influences supply/capacity and skills maintenance

Governance and Management | Provides structure and leadership

Business Processes Organizes work flow

Information Management/

] . ki h L
Information Technology Informs decision making throughout the organization

Logistics Provides material support, including pharmaceuticals
Education & Training Fuels development of competent workforce
Research Enhances advancement and exchange of knowledge

Mitretek discovered in its field work that stakeholders in potential sharing
endeavors were confused by inconsistent terminology for coliaborative efforts.
The figure below illustrates demarcations and definitions for several terms
—Separate. Coordinated, Connected, Integrated, and Consolidated—that can be
useful in discussing collaboration opportunities.

Figure 6: Suggested Definitions for Collaborative Spectrum of Terms

e

Separate o Separate

Little or no relationsp between organizations and functlons

RPN
Coordinated S e

Implies frequent communications and modest degree of funchcnalmteractlons \\”//

Y

Connected _‘ ]
Regular and ongoing interaction between organizations and furibiigrw\':s;_,,,z-"(' \\\‘,//
L P >, Mﬁ\
Integrated :

Significant overlapplng of services and high degree of |n1eroperabﬂjty of func\tlirlf//

Consolidated Consolidaled

Implies a single set of facililies and functions serving combined beneficiaries. -~

Essentially, these terms describe a continuum of possible degrees of relatedness
that can exist among or between organizations. These are relative definitions
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only; Consolidated is not necessarily the preferred end-state of a given joint
sharing venture. This continuum can apply to multiple and differing levels of
relationships within any organization or group of organizations {(e.g., DoD-to-VA,

or facility-to-facility

relationships within a local market, or within specific service

line or support service interactions among facilities).

The challenge in making these distinctions is to determine the level and extent of
collaboration that could exist among and between organizations, while
recognizing that usually multiple sets of functioning relationships are involved.

Market- and facility-specific information can be displayed ina relationship grid,
which matches the five elements of the collaboration continuum with the nine
domains of collaboration (see the table below).

Table 2: Relationship Grid/Relationship Continuvum

Separate “Coordinated | Connected -1
Clinical Insignificant R’ég'ui'ai_j R | High numbers
Workload referrals -'_'(_:omm_ur_:icatj'o 1 of referrals
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Staffing Distinet . Support in peak oint ta
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: Lol curriculum
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Research Distinet Selecuve exc.h_f.a.l._]ge. and review of
of protocols .
T T many studies

While it is necessary to understand the nature and degree of collaboration present
within a market, a far more important question is, "How effective is this
collaborative relationship?” Measuring performance at any level within a health
care organization (or group of organizations) is complex. In its simplest form,
one can ask, "How are we doing generally within each domain?" One technique
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is 10 articulate an ideal or "gold standard" for comparison. The table below
presents statements of an ideal condition within each domain.

Table 3: Gold Standard/ldeal

Timely, best care placement, and follow-through of patient, based

Clinical Workioad on population-generated demand, regardless of origin

Attractive, accessible facilities and equipment sufficient to serve

Facilities . . .
needs of population without duplication
i Provision of well-trained and competent staff appropriate to the

Staffing

demand .
Business Ability to work in ways that are fast and accurate, exhibit smooth
Processes handoffs, and please constituents
Management/ Effective oversight of entire enterprise, and ability for timely and
Governance effective execution of line and staff activities

Electronic, appropriate, accurate, secure, interoperable

Logistics Best quality, materials at the right place, right time, and best cost
Education & Perpetual development of highly capable professional, technical,
Training and service workforce

Continual advancement of knowledge that contributes to improved
Research

performance and effective outcomes

Another useful approach entails a general assessment of the contribution of the
collaboration to overall organizational performance—gauged against where the
organization could or should be (with respect 1o an ideal state). This activity
helps determine the degree of collaboration that best fits the needs of the affected
facilities or services. Such an assessment can help organizational leaders make
informed decisions about the relatedness and organizational models that may best
serve the beneficiaries within a specific market and meet the needs of their
organizations.

The quantitative and qualitative assessment frameworks described above were
developed for the Joint Assessment Study and have been designed to be re-usable
(or repeatable) as part of a consistently applied methodology with the potential for
use in other markets. The following section summarizes the application of the
combined assessment methodology to the Study Markets.

24 Apply the Methodology to Study Markets

2.4.1 Identify Study Market Areas

The Health Executive Council determined which general market areas Were to be
included; however, Mitretek further defined the market and submarket
geographies as a first step in the Study methodology. Application of the
methodology involves using 71P code- and county-level information to find the
best union of the existing VA and DoD market definitions. Mitretek defined
market areas as the smallest geographically delimited area that encompasses both
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the VA VISN market (and/or submarkets, where defined) and the catchment areas
of the DoD Military Treatment Facilities (MTFs) located in this VA VISN
market.

Tn the Joint Assessment Study, applying this logic resulted in the following
Market areas:

o Puget Sound — Sixteen counties in western Washington, consistent with the
VA CARES “Weslern Washington™ submarket;

e Gulf Coast — Eighteen counties: seven in the western panhandle of Florida,
four in southern Alabama, and seven in southern Mississippi. Although this
Market is not congruent with the markets used for CARES planning, it is the
current geographic area of responsibility of the VA Gulf Coast Health Care
System, headquartered in Biloxi, MS.

e Hawaii — The entirety of the Hawaiian islands (5 counties, but only 4 with
DoD or VA beneficiaries)

Maps of the three Market areas are included in Appendix 4.

Afier Mitretek identified the proposed market areas for the Study, they used the
geographic boundaries of the market areas as parameters in subsequent data
requests and analyses.

2.4.2 Collect Information

Mitretek requested data from national VA and DoD sources and received more
than 15 data sets and over 35 million records. These data were coordinated in the
Data Repository (described above) that allowed information from disparate data
sets and the two Systems to be viewed together for the first time in a decision
support format. Combining these files in a relational database was an extremely
complex task, but ultimately allowed Mitretek to view the population, demand,
supply. cost and capacity data at a market (and submarket) level.

The Study team also requested market- and facility-specific data directly from the
facilities in preparation for site visits 10 each Market area. (Delays in obtaining
national source data necessitated that Mitretek retrieve supplemental population
and workload data for each Market prior to the site visits). Additional data on
facility-specific floor plans and site plans were gathered on site. The Study team
also requested and received information about the facility- and market-specific
joint sharing agreements (proposed or already in place), and general mission,
vision and strategic planning information.

2.4.3 Conduct Assessment

The methodology for conducting the Market assessments included two site visits
to each Study Market. first to collect and verify data, and then to test the initial
results of the assessments.
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The Study team met with leadership from both DoD and VA in each market, and
conducted field visits to a total of 29 facilities, During the course of these Visits,

inte

rviews were held with 395 individuals.

Activities related to preparing for and conducting the first site visit are displayed
in the figure below.

Figure 7: Preparation and Execution of First Site Visits
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Mitretek divided its members 1010 four separate teams for interviews and facility
tours during the first site visit. Each team’s particular focus is described below.

The Leadership team conducted interviews with executive and clinical
leadership 1o gain perspective on current and future opportunities for
improved collaboration. They verified populations served and performance of
the current system, and captured viewpoints regarding planned or potential
DoD and VA sharing opportunities and system changes that could improve
care to beneficiaries in the future.

The Market team conducted interviews with staff involved in planning and
finance. They verified quantitative data and collected additional qualitative
information related to beneficiary populations and current workload and
provider staffing.

The Operations team conducted interviews with key operational managers
and clinicians and toured clinical areas to assess operations and facility
capacity. They verified clinical capacity, assessed the appropriateness of a
facility for current or projected future use. and identified any significant
disconnects between actual capacity and required capacity

The Facilities team toured major clinical buildings to assess facility condition.
They documented their observations, findings, and impressions with
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recommendations for further assessment. This information was later
incorporated into the Study Data Repository.

2.44 Conduct Analyses

Following the first set of site visits, Mitretek initiated analytical activities to:

e Determine the baseline demographics, workload, cost, access, and conversion
factors.

e Perform a supply and demand analysis: examine the supply and demand
“gaps” that may lead to sharing opportunities.

¢ Measure the cost and access benefits possible by implementation of these
alternatives.

« Integrate the findings from the qualitative assessment (using the relationship
continuum grid).

The composite efforts of the quantitative and qualitative Study work were merged
in the formation of a diagram Mitretek refers to as “Promising Opportunities.”
This figure is shown below.

Figure 8: Promising Sharing Opportunities
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The diagram shows how issues flowing from mission-driven considerations (both
common and distinct) within DoD and VA inform both the domains of
collaboration and the processing of opportunities within each domain, as well as
the potential actions that DoD and VA officials could pursue.

Specifically, certain actions regarded as Level ] (Opportunistic) can generally be
undertaken by local authorities and are intended to refine and improve
collaborations such as those involving local business processing matters. Level II
(Actionable) opportunities have a significant patient care focus that influences the
realignment of patient points of access. These opportunities are quantitatively
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2.5

tested in the Study methodology. The Level 111 (Transformation) opportunities
consider initiatives that are most effectively addressed at a national level.

Mitretek used a second round of site visit to review the progress of the Study, and
to gain feedback from the field regarding the approach, methodologies,
assumptions and overall findings related to opportunities uncovered in our
interviews and data analysis. The team presented a high-level overview in a joint
session with representatives from both organizations at the local level, and then
conducted workshops to drill into the data, framework, and assumptions.

The team answered questions from the field regarding the process and
methodology, and showed the staff in the field how the information could be
useful, should they choose 1o undertake further investigations into sharing
opportunities at the local level.

Develop and Prepare Report Recommendations

The application of the Study methodology resulted in several useful reports, including
Market and Submarket profiles of health care demand and utilization patterns,
information on beneficiary populations, summary data related to supply and capacity, and
qualitative information regarding potential sharing opportunities.

During the course of the Study. Mitretek generated other informative reports covering
topics such as a Summary of the VA CARES Process, relevant findings from The
President’s Task Force (PTF) reports, and a summary of Research Findings on DoD/VA
Joint Venture site visits. Information from these internally developed reports has been
incorporated into this overall Study Report.

2.5.1 Document Recommendations Regarding Potential Sharing
Opportunities

Section 3.0 of this Report documents Market-specific findings and recommenda-
tions, which flow from the quantitative and qualitative assessments carried out as
part of the Study. More detailed findings and Market profile information are
documented in Appendix A. (Much of the information contained in the Market-
specific reports was also presented 1o site leadership and other representatives
during the course of the assignment. The briefing materials used during site visits
and In-Process Reviews are available from the TMA Office of Special Programs.)
General Study findings and recommendations are contained in Section 4.0.

2.5.2 Review Lessons Learned and Develop Recommendations Regarding
Data Requirements, Methodology, Etc.

The Study methodology. including supporting tools (e.g., the Clinical
Service/Product Line Crosswalk tables) is documented in Appendix B. This
document is an integral part of the overall Study. and will be particularly useful in
future efforts to repeat the Study methodology and process. The findings and
recommendations related to the application of the Study methodology are
contained in Section 5.0.

32 0f93




FINDINGS & RECOMMENDATIONS FROM APPLYING THE
METHODOLOGY TO THE STUDY MARKETS

Introduction

This chapter summarizes and provides highlights of the application of the Joint
Assessment Study methodology to three Market areas: Puget Sound, Gulf Coast, and
Hawaii’. A number of the aspects of the applicable methodology that apply to all three
Markets are discussed briefly in the subsections that follow. The individual Study Market
assessments are summarized in Sections 3.2, 3.3, and 3.4.

3.1.1 Combined Beneficiary Perspective

The Market assessments adopt a unique perspective—that of a Combined
Beneficiary. A Combined Beneficiary is a current DoD, VA or dually eligible
beneficiary, for whom health care access, cost and quality would be improved if
sharing and collaboration between DoD and VA were increased. Adopting this
perspective frames the Market assessments to address the common and best
interests of the Combined Beneficiaries in the Market as a whole, rather than the
potentially conflicting interests of the two delivery systems taken separately.

3.1.2 Defining Markets and Submarkets

In the DoD/VA lJoint Assessment Study, each Market area was defined
geographically, at both county and ZIP code levels. To the extent feasible,
Mitretek used existing VA and DoD market definitions —i.¢., a Market area in the
Study is the smallest geographically-delimited area that encompassed both the VA
VISN-based and DoD MTF catchment-based Market area definitions.

Additionally, Mitretek subdivided the Market area into smaller geographic
units—Submarkets—for meaningful analysis. Submarkets were defined based on
existing geo-political boundaries (i.e.. counties), taking into account
topographical features that may practically distinguish one Submarket from
another (e.g., rivers, mountains, highway patterns, etc.).

It is important to remember that the designation of Market and Submarket areas
are ultimately arbitrary; they are necessary to bound and limit the scope of the
joint planning issues that the Study is trying to {rame and address. The Market
and Submarket area definitions can be expanded or contracted to accommodate
changes in these issues.

In Puget Sound, the Study Market area consists of 16 counties in the state of
Washington, consistent with the VA CARES “Western Washington” Market.
This Market includes 14 DoD and VA health care facilities (including Troop
Medical Clinics in Ft. Lewis). The Joint Assessment Study divided the Puget
Sound Market along county lines into four Submarkets: North Sound, Seattle,
South, and West Sound. Two of these regions contain both DoD and VA

® Appendix A contains more detailed information and data about the three markets and the application of the
methodology to each of them.
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facilities: the other two contain only VA (Seattle) or only DoD facilities (North
Sound).

The Gulf Coast Market is comprised of 18 coastal counties, stretching
approximately 240 miles from Panama City, FL to Biloxi, MS. This Market
slices through VA's VISN 16 (“South Central”) and DoD’s Region 4
(“Gulfsouth™). This Market includes 18 DoD and VA health care facilities. The
Market was divided into five geographically-based Submarkets: Biloxi/Gulfport,
Eglin, Mobile, Panama City, and Pensacola. One of these Submarkets contains
only DoD facilities (Eglin), and one of these Submarkets contains only VA
facilities (Mobile).

In Hawaii, the Study Market is made up of four counties and four Submarkets. "
The Submarkets are named for the main island in each county: Kauai, Maui,
Oahu, and The Big Island (to avoid confusion with the Market name). This
represents the DoD Hawaii TRICARE Region and the VA Pacific Basin
Submarket (excluding Guam) of VISN 21. There are 14 DoD and VA healthcare
facilities in this Market, four of which serve only active-duty beneficiaries.

3.1.3 Data Collection and Integration

The initial data collection goal was to obtain from each System data that are
centrally stored and routinely maintained. Mitretek obtained data that are not
centrally available from the Jocal facilities via pre-site-visit surveys (and during
the site visit process). The Study team developed methods and techniques to
insure that the demand and supply data from DoD and VA could be aggregated to
permit meaningful comparisons. As one of these methods, Mitretek developed a
Product and Clinical Service Line Crosswalk,'? to map the clinical volumes
obtained from the data systems of each Department into consistent groups and
categories, thus allowing for cross-Departmental analysis.

3.1.4 Demand and Workload

Mitretek estimated the demand for health care services by counting units of
service used by the Combined Beneficiary population residing in each Submarket
and Market. These demands. for both inpatient and outpatient services, may be
accommodated at facilities within the Market area (in-market). Alternatively,
beneficiaries may travel outside the Market to receive care (out-migration).
Similarly, beneficiaries residing outside the Market may receive care from
facilities within the Market (in-migration). The total health care workload at any
facility is the combination of in-market and in-migration service volumes.
Mitretek used discharges as the basic unit of service for inpatient care, and visits'?
as the basic unit of service for outpatient care.

" The firth county, Kalawao, is geographicaily very compact — and no Combined Beneficiaries live there.

12 The PCSL Crosswalk can be found in Appendix B-Atiachment 3.

13 Called “clinic stops” in the VA and “clinic visits” in the DoD. A visit is defined as one appearance by a unique
person at an outpatient care clinic. During the course of one trip to a health care facility, a person may generate
multiple visits by going to different clinics (e.g., primary care, radiology, pharmacy, etc.)
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3.1.5 Supply and Capacity

Mitretek distinguished between the supply of a resource at a facility, and the
capacity of that facility to provide or deliver services. “Supply” is typically a
count of a particular resource, such as beds or the number of staff. “Capacity” is
an estimate of the volume of services that can be provided at a facility, to meet the
demand. For inpatient services, for example, the total number of beds at a facility
constitutes Supply, and the number days per year the beds are available for use is
that facility’s available Capacity. In outpatient services, it is necessary to convert
Supply (number of FTE providers) into Capacity (number of annual visits these
providers could perform). Mitretek developed methods for converting supply into
capacity using a variety of measures for inpatient, outpatient, and
diagnostic/therapeutic areas.

3.1.6 Identifying and Analyzing Options

A comparison of demand and supply identifies options for achieving balance
within a Market or Submarket. Mitretek focused initially on the desirability of a
particular option, specifically on the potential for a rearrangement of health care
delivery volumes, capacity, and resources to improve access to care and/or to
reduce the costs of delivering this care. Mitretek recognizes that this approach
temporarily suspends consideration of the practical constraints on and real-world
barriers to implementing the options that are identified as a result of this
evolutionary process—their feasibility. Based on their site visits to the Markets,
Mitretek is very aware of the specific challenges that influence opportunities for
greater sharing and collaboration between DoD and VA. However, Mitretek
believes that focusing on desirability first allows identification and calculation of
the “benefits”—in improved access and reduced costs—of each option, and then
to identification and estimation of the “costs” involved (i.e., the investments
required to eliminate specific barriers to implementation).

3.1.7 Cost

Mitretek measured the cost performance of a particular sharing opportunity, or a
set of opportunities bundled into one or more scenarios, by incremental changes
to the total annual system cost in a particular market. The total baseline system-
wide costs were established using FY02 data. These are the costs required to fund
the care provided to the Combined Beneficiary population in the Study Markets,
and include the annual costs associated with:

e Direct care services provided by the DoD and VA facilities located within the
Study Markets to DoD and VA beneficiaries who reside within the Study
Market area (in market):

o Direct care services utilized at orher DoD) and VA facilities outside the Study
Market by beneficiaries who reside within the Market area (outmigration); and

e Indirect care services that are purchased firom other providers by DoD and VA
for their beneficiaries who reside within the Study Market area —i.e.,
purchased care.
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Summing the FY02 cost data for each of these components of care delivery (i.e.,
all services provided directly by DoD and VA facilities, and those services
purchased by DoD and VA for their beneficiaries who reside within the Market
area) provides a complete picture of the total annual costs funded by DoD and VA
10 care for the Market Combined Beneficiary population.

3.1.8 Access

The Joint Assessment Study measures Access performance by the proportion of
enrollecs and/or patient care workloads—typically expressed as a percent—that are
currently within the DoD/VA drive-time standards for geographic access 10
services. The access baseline for enrollees and for primary care workloads 1s
measured based on the drive time to any facility within the beneficiary’s
respective system (i.e., Mitretek assumes that all patients go to the nearest facility
at which they are eligible to receive care). Access for inpatient care is measured
based on drive time to any inpatient facility within the beneficiary’s respective
system. The drive-time standards for DoD and VA are as follows:

Table 4: DoD and VA Drive Time Standards

DoD VA
Type of Service Standard Standard :
Primary Care 30 minutes 30 minutes 30 minutes
Specialty Care 60 minutes 60 minutes 90 minutes
Inpatient Routine Care 60 minutes 90 minutes
Inpatient Tertiary Care 240 minutes Within VISN

If a potential sharing opportunity increases the “percentage within standard” over
the current access baseline, this represents improved access.

3.1.9 Facility Condition Assessments

Architects and engineers in the project team completed cursory reviews of many
of the clinical buildings in the Markets. They subjectively scored the current
conditions of clinical spaces and buildings so that service relocation options could
be prioritized. Departments were scored on a Red/Amber/Green scale, and the
buildings were scored on a Poor/Fair/Good/Very Good/Excellent scale. An
explanation of the scoring and detailed scores of the many of the departments and
buildings are available as Attachments to Appendix A.

3.1.10 Time

The Market assessments are based on a “snapshot in time” (FY02) and do not take
into account the very dynamic nature of health care delivery in general and the
policy changes affecting the DoD and VA in particular. For example, the impact
of current decisions being made about provider availability, BRAC. CARES, and
the next generation of TRICARE contracts are not accounted for in the Market
assessments.
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3.1.11 Collaboration Framework

As described in Secrion 2.3.2, Mitretek developed a Collaboration Framework to
explore and systematically describe the domains in which sharing activities take
place (such as business processes and information technology), and to identify the
relative readiness and maturity of the local organizations involved to address and
reduce the barriers to collaboration. Details about the methods and uses of the
Collaboration Framework can be found in Appendix B (Section 3.4).

3.1.12 Organization of the Study Market Summaries

The remainder of this chapter summarizes the findings and recommendations
derived from applying the Study methodology to the Study Markets. Each
Market-specific section is organized as follows:

3x.1 A brief Market Description
3.x.2 Options for Sharing Identified
3x.3 Findings from the Application of the Study Methodology to a Market
Option
— Baseline Situation
»  Market Demand
»  Supply and Capacity
=  Access
= Cost
— Impact of Options
3x.4 Findings from the Assessment of this Market Using the Relationship
Continuum
3.x.5 Recommendations

The central section of each market assessment summary (3.x.3) differs in its
content. because each Market has unique issues, as detailed below.

Puget Sound: Section 3.2.3 emphasizes access 10 primary care services, and uses
the methodology to demonstrate how access performance can be improved
significantly by opening new access points and redistributing capacity from
facilities with surplus capacity.

Gulf Coast: Secrion 3.3.3 focuses on the inpatient services within a particular
Submarket, and uses the methodology to demonstrate how inpatient resources can
be consolidated to achieve long-term cost savings.

Hawaii: Section 3.4.3 emphasizes both improving business processes and
collaboration (in a Market that already exhibits a high degree of physical
integration), and the potential to recapture indirect care volume through greater
collaboration.

These differences also highlight the flexibility and adaptability of the Study
methodology to address the particular circumstances of local Markets. During its
site visits to the Markets, Mitretek observed that, at the local level, these Markets
are perceived as unique and. therefore. not easily subject to standard comparative
analysis with other markets.
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While it appears true that “all health care is local”, it remains important to plan for
the delivery of health care services to Combined Beneficiaries from a
comprehensive, data-driven, logically-developed, analytic foundation that
highlights and respects local issues and perspectives, but incorporates them
systematically into a broader methodological context. Mitretek believes that the
results documented in this chapter demonstrate that significant progress has been
achieved in developing this analytic foundation through the Study methodology.
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3.2

Puget Sound

3.2.1 Market Overview

The Puget Sound Market consists of the following Submarkets, counties, and
facilities.

Table 5: Study Market Area Definition for Puget Sound

Submarket County [ - DoD Facilities
North Sound Chelan —  NH Oak Harbor
Island — BMC Everett
San Juan
Skagit
Snohomish
Whatcom
Seattle King — VA Medical Center -
Kittitas Seattle
—  Seattle Shoreline
Clinic (Contract)
South Lewis —  Madigan Army — VA American Lake
Pierce Medical Center (Ft. Medical Center
Thurston Lewis)
—  62nd Medical Group
- McChord AFB
—  Okubo Family
Practice Clinic — Ft.
Lewis
—  Troop Medical
Clinic #1 - Ft Lewis
West Sound Clallam —  NH Bremerton —  Bremerton CBOC
Grays Harbor [ — BMC Bangor
Jefferson —  BMC Keyport
Kitsap —  BMC Puget Sound
Mason

The Puget Sound Market area is unique in that is has two tertiary facilities (Seattle
VAMC and Madigan), and that access to facilities is complicated by the many
waterways in the area. Further, the area is known as a popular location for DoD
retirees—thus there are a high number of “dual eligible” beneficiaries (i.e., those
who are eligible for both DoD and VA benefits). This presents both challenges
and opportunities. Although the combination of the using populations in the
Systems is large, it may not be large enough to support two tertiary programs in
some Service Lines (e.g., offering open-heart surgery at both VAMC Seattle and
Madigan).

The topography of the Market makes meeting primary care access drive-time
standards difficuli—since towns that appear near to each other on the map are
sometimes distant in terms of drive time (e.g.. the need to take a ferry increases
drive time). Since both Systems have 30-minute drive time standards for access
to primary care, and in some Submarkets facilities exist for only one System,
opening access 1o each other’s facilities has the potential to improve overall
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access for beneficiaries in these Submarkets. (An analysis of the opportunity and
impact of rationalizing access to primary care follows in Section 3.2.3.)

Beneficiary Populations

In 2002, the Puget Sound Market Area had approximately 740,000 eligible
Combined Beneficiaries—approximately 55,000 of whom are “dual
eligible” for both DoD and VA benefits. Sixty-four percent of the eligible
population is VA eligible and thirty-six percent are DoD eligible. In this
Market, the total enrolled VA population is less than 20% of the total
eligible Veterans population. For the DoD, enrollment data actually
exceeds DoD eligible data in select beneficiary cohorts, particularly
among active duty family members.

The combined number of DoD/VA unique users of either the direct or
indirect’ care system (net of dual users) was equal to 81% of the combined
enrolled population. The number of unique DoD users of either direct or
indirect care was equal to 91% of the number of DoD enrolled. The
number of unique VA users was equal to 69% of the VA enrolled. For
direct care, 9% of users were dual users (who used both systems).

Service Demand Workloads

Residents of the Puget Sound Market area consumed approximately
23,750 admissions and 117,000 inpatient days of direct care in Medicine
(including Rehab), Surgery, Behavioral Health (including Substance
Abuse), and OB/Newborn. Users in the Puget Sound Market also
generated 635 direct Extended Care admissions and approximately 72,000
Extended Care days. In addition, they generated more than 1.7 million
direct care outpatient visits. This outpatient activity includes visits to
providers, diagnostic departments (such as Radiology), therapeutic
departments (such as Physical Therapy), and emergency departments.
These data include out-migration (to providers outside of the Market).

The case mix for DoD and VA are quite different. Of the VA’s patient
days, 43% were for Behavioral Health and 45% for Medicine. This
compares to only 3% and 38% respectively for the DoD. Of the DoD’s
inpatient direct care days, 26% were Surgery—compared to only 13% for
VA. Seattle VAMC manages 47% of the total Puget Sound Market area
patient days and Madigan manages 34%. More than 2,400 of Madigan’s
days and more than 18,000 of the Seattle VA’s days originated from
outside the Puget Sound Market.

In 2002, more than 50% of the total outpatient workload (including
diagnostics and therapeutics) seen at the facilities in this Market was in the
Clinical Service Lines of Internal Medicine, Family Practice, Mental
Health. and Rehabilitation. As would be expected, Seattle VAMC and

55 Indirect care is defined as purchased care in the DoD. and fee-basis care in the VA,
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Madigan (combined) provided about two-thirds of the outpatient care in
the Market.

Users in this Market also consumed nearly 350,000 indirect care
outpatient visits. Eighty-five percent of this activity came from the DoD.
Users also consumed nearly 9,000 indirect care admissions, 97% of which
were DoD.

Resource Supply and Capacity

Most of the major hospital buildings in the Puget Sound Market were built
more than 20 years ago—and many were built more than 50 years ago.
However, some of the DoD clinics are very new. In a cursory review of
the clinical spaces, the architects scored the inpatient units and ambulatory
clinics as either Green or Amber for size and configuration, (on a
Red/Amber/Green scale, with Green being the best). However, they
observed that most spaces are not ADA compliant. See Appendix A for
more detail on the facility reviews.

Since both the DoD and VA use 85% inpatient bed occupancy as a
planning standard for Medical/Surgical beds, and 65% occupancy is a
commonly accepted high level Critical Care planning standard, Mitretek
did an initial assessment of Medical/Surgical, Psychiatry, and Critical
Care bed capacity versus demand using these standards. The Market has
398 staffed beds and 415 available beds in these categories. In 2002, the
Puget Sound Market had a weighted-average staffed-bed occupancy of
64%. (80-85% occupancy—not 100%—is a practical planning standard.)
This figure is reduced by very low occupancies at the Naval Hospital Oak
Harbor, the Naval Hospital Bremerton, and the Medical/Surgical unit at
VA American Lake (which will transfer to Madigan in *04).

Mitretek also completed an analysis of Primary Care capacity and
demand; that example is described in Section 3.2.3.

Current Market Performance
Cost

The total baseline system-wide cost required to fund the care provided to
the beneficiary population in the Puget Sound Market includes annual
costs associated with both direct and indirect care. Summing the FY02
cost data for each of these components provides the total annual baseline
costs for the Puget Sound Combined Beneficiary population. The current
baseline cost performance for the Puget Sound Market is illustrated in the
table that follows.
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Table 6: Baseline Total Annual Cost of Care to DoD & VA Beneficiaries in Puget Sound Market
PUGET SOUND COSTS BY AGENCY

Cost Figures in Thousands ('000s) DoD VA Total

Inpatient Care 100,393 106,149 206,542
Qutpatient Care 212,183 188,651 400,834
Total In-Market 312,576 294801 | $ 607,377

S

Dt

Inpatient Care
Qutpatient Care
Total Qut-Migratio

PO

Inpatient Care 18,958 19,63
QOutpatient Care 111,120 113,142
Total Non-Direct 130,078 132,779
b e R
Inpatient Care 121,351 112,903 234,254
Outpatient Care 329,101 193,293 522,394
TOTAL 450,452 306,196 | $ 756,648

L e b} 5§"’§Q§§‘§H§ﬁm e

Total Enrollees (1) 312,206 87,073 399,279

Total Cost per Enroliee b 144338 35178 1,893
Total Market Users (1) 290,283 69,858 360,141
Total Cost per User 5 1,552 & 43838 2,101

{1) Market enrcllees and market users for FY2002 extracted from the Joint Assessment Study Series 4 Database
Access

Nearly 90% of DoD enrolled and 70% of the VA enrolled beneficiaries are
within 30-minute drives of some facility within their respective Systems.
More than 97% of DoD and more than 83% of VA live within a 60-minute
drive. In all Submarkets except Seattle, 88% or more of the DoD
enrollees are within 30 minutes of a DoD facility. In the Seattle
Submarket, only 62% of DoD enrollees are within 30 minutes, but 96%
are within 60 minutes. The VA has the opposite profile: only in the
Seattle Submarket are 90% of the VA enrollees within 30 minutes of any
VA facility. The percent within 30 minutes drops to 75% in the South,
57% in the West Sound, and only 38% in the North Sound. In the North
Sound, only 55% of VA enrollees are even within 60 minutes of any VA
facility. Given that there are DoD facilities in the North Sound and West
Sound Submarkets (NH Oak Harbor, BMC Everett, NH Bremerton) and
that there are VA facilities in the Seattle Submarket (VAMC Seattle,
Shoreline Clinic), opening access to each other’s beneficiaries will
improve the access for residents of these Submarkets.
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A more detailed description of Primary Care access is presented in Section
3.2.3.

3.2.2 Options for Sharing/Collaboration ldentified

There is a long list of potential ways 10 share access points in this Market. Some
of them involve small shifts of volume, while others require more systematic
change. These options are detailed in Appendix A — Attachment 1. Overall, there
is an opportunity to improve access for the Veterans while providing a richer case
mix of patients for the DoD. At the highest level there appears to be opportunity
to rationalize and realign primary, specialty, and inpatient care.

3.2.3 Findings from the Application of the Study Methodology to the
Opportunity to Rationalize Primary Care

Baseline Situation

Market Demand for Primary Care Services

Mitretek obtained data on primary care visits to Puget Sound facilities
from the outpatient direct care standard data files maintained by VA and
DoD. They summarized the detailed visit data into an overall estimate of
total workload, using one Product Line (PL) for Primary Care, and
including four Clinical Service Lines (CSL): Family Practice, Internal
Medicine, Pediatrics, and Women’s Health. DoD facilities (as a whole)
have workloads in each Clinical Service Line, although Family Practice
and Pediatric workloads occur only in DoD facilities. DoD and VA share
the Internal Medicine workloads, and VA dominates in Women’s Health.

Supply and Capacity

To estimate the available capacity to provide primary care services at each
facility, Mitretek applied an analytic approach incorporating “capacity
conversion factors” to the supply of primary care FTE providers at each
facility. While the estimated total capacity of a facility, expressed in visits,
included Pediatric provider FTEs, Pediatric volumes and capacity were not
included in the impact analysis. The VA has no current capacity in
Pediatrics, and shifting this volume from DoD to VA facilities was not
considered practical.

The table below reflects the initial comparison of the baseline values for
both primary care visit workload and primary care capacity at each facility
in the Puget Sound Market.
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Table 7: Baseline Primary Care Capacity in Puget Sound

Baseline Net Current.
PC Capacity PC

. Workload  Available/  Capacity

Submarket Facility (Visits) {(Needed) (Visits)
North Sound  NH Oak Harbor 50,774 7,329 58,103
NMCL Everett 17,300 1,871 19,171
Seattle Seattle VAMC 98,330 24,135 122,465
South 62nd MG-McChord 33,000 1,823 34,823
American Lake 80,994 {8,514} 72,480
Madigan (Adjusted) 264,046 20,425 284,471
West Sound Bremerton CBOC 4,190 4,990 9,180
BMC Subase Bangor 20,352 {1,617y 18,735
NH Bremerton 76,982 39,985 116,967
Total 045,968 90,428 736,396

Access

Both DoD and VA use the same performance standard for geographic
access to primary care services. Access is considered acceptable if
primary care services are located within a 30-minute drive-time distance
from a beneficiary’s residence. Because specific address information was
not available in the data, Mitretek used ZIP-code centroid as a proxy for
location of residence, and conducted drive-time analyses using GIS
software. The drive-time analyses identified the proportion of the current
in-Market primary care visit workload that met the 30-minute standard.
These proportions, expressed as a percent, establish the access
performance baseline for each Submarket and the Puget Sound Market

a whole. The access performance baseline is shown in the table below."?

Table 8: Access Performance Baseline for Puget Sound

In-Market PC Volume Meeting % Volume Meeting Access
Volume Access Standard Standard

Submarket DoD VA DoD VA DoD VA Comb'd
North Sound 66,010 | 19.808 | 58,177 5492 | 88.1% | 27.7% 74.2%
Seattle 8.324 | 56.800 4,263 | 50,805 | 51.2% ] 89.4% 84.6%
South 286,218 80287 | 257,444 | 52,190 | 89.9% | 65.0% 84.5%
West Sound 57,857 | 20,646 | 89,357 3,080 | 91.3% | 14.9% 78.0%
Total Market 458,409 | 177,541 | 409,241 | 111,567 | 89.3% | 62.8% 81.9%

Cost

The total costs incurred by both DeD and VA to provide primary care to
the in-market beneficiaries in FY02 represents the baseline cost
performance for this analysis. This cost analysis identified those costs

15 The visit volumes shown in Tables 8 & 9, while correct for the Market as a whole, differ from the Submarket
totals in Tables 7 and 10. This is because Tables 8 & 9 reflect patient origin, rather than facility location, as the basis
for the Submarket designation.
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associated with the current in-Market primary care visit workload
reflected in the access performance table above. The cost performance
baseline is shown in the table below.

Table 9: Cost Performance Baseline for Primary Care in Puget Sound

In-Market Primary in-Market B R B
Care Volume Primary Care Costs Average Total'Cost per Visit
Submarket DoD VA DoD VA DoD VA (1), _"Combined
North Sound 66,010 19,808 £9,998,000 $3.045000 [ § 151 § 154 ) 152
Seattle 8,324 56,800 $1,448,000 $8.733,000 | § 174 $ 154 $ 156
South 286,218 80,287 | $46,940,000  $12,344,000 $ 164 $ 154 $ 162
West Sound 97,857 20,646 [ §21,546,000 $3,174000 | § 220 $ 154 $ 209
Total Market 458,409 177,541 79,932 27297 | 8 174 S 154 $ 169

Sources: SADR data by visit for FY2002 for DoD velumes, VA DSS Data Extracts for FY2002 for VA
{1) Total Puget Scund system average costs used for VA by submarket in this analysis

Impact of Primary Care Rationalization

Analytical Approach

Mitretek rationalized primary care in the Puget Sound Market by applying
three analytical steps to the baseline data. These steps are briefly
described below.

Step 1 — Rationalize Access. Rationalizing access is accomplished by
opening the facilities of each system to the beneficiaries of the other. The
primary care visit workload that is affected by this change is generated
from ZIP codes (and counties) that are closer to the newly-opened facility
than the facility where this workload was previously accommodated.
During the site visits, staff at both VA and DoD facilities reported that
some beneficiaries of the “other” system were driving past their facilities
1o receive services from more distant locations.

This step moves these primary care volumes to the nearest facility with
available capacity, either DoD or VA, in three Clinical Service Lines:
Family Practice, Internal Medicine, and Women’s Health. The VA has no
capability to provide Pediatric services, so these workload volumes remain
at DoD facilities. Additionally, no workload is shifted from VA to DoD
“sick call” facilities (e.g., TMC #1 — Ft. Lewis). Thesc actions result in
some workload moving from DoD facilities to VA facilities, from VA
facilities to DoD facilities, and within DoD or VA, if a different facility is
closer than the one currently providing primary care services.

Step 2 — Rationalize Resources. The objective of Step 2 1s to shift or
reallocate volumes and resources among facilities—maintaining the
performance against the 30-minute access standard achieved above—to
achieve better operating efficiencies at these facilities, and reduce or
climinate the extent to which any facility is “overstretched.”
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Step 3 — Rationalize Access Points. The objective of Step 3 is to continue
to improve the overall performance of the delivery system in the Puget
Sound Market compared to the access standard by opening new primary
care access points. During its site visit, Mitretek learned that the VA was
assessing the potential of opening several Community-Based Outpatient
Clinics (CBOCs) in the Market, in areas that had relatively significant
numbers of veteran users residing outside the access standards. In this
example, Step 3 assumes that all three of these CBOCs will be opened.

Results

The results of applying this three-step approach are shown in the table
below.

Table 10: Puget Sound Primary Care Demand and Supply — Impact of Rationalization

Baseline Step 3 Cagae::ity - : - Step 3
PC Visits Step 3 PC Visits Available/ - PC Visit Capacity”
Submarket  Facility Required Change Required  (Needed) Capacity - - Changes
North Sound NH Qak Harbor 58.654 (2,505) 56,149 1,954 58,103
BMC Everett 17,300 17,300 1,871 19,171
Bellingham CBOC 2,505 2,505 0 2,505 2,505
Seattle Seattle VAMC 96,375 96,375 23,585 119,960 {2,505)
South 62d MG-McChord 32,179 32,179 2,644 34,823
American Lake 75,092 (16,193) 58,899 6,568 65,467 (16,193}
Centralia CBOC 6,433 6,433 0 6,433 6,433
Olvmpia CBOC 9,760 9,760 0 9,760 9,760
Madigan 257,389 257,389 27,082 284,471
West Sound  Bremerton-OC 0 0 0) (V)
BMC Subase Bangor 20,352 20,352 (1,617) 18,735
NH Bremerton 88,627 88,627 28,340 116,967
Total Market 645,968 0 645,968 90,428 736,396 0

Mitretek finds that, based on this example, access performance can be
improved significantly by opening new access points and redistributing
capacity from facilities with surplus capacity. This is true even intra-VA
or intra-DoD, if rationalizing access through policy action cannot be
accomplished.

Opening three new VA CBOCs in Bellingham, Centralia, and Olympia
improves VA4-only Market performance from a baseline of 62.8% to
70.7%. Opening new VA primary care access points, and changing policy
to permit access to the closest facility regardless of System, increases
overall Market-wide access performance to 97.2%, a significant
improvement over the 62.8% baseline.

Cost Impact of the Rationalization

For this analysis of the opportunity 1o rationalize primary care in the Puget
Sound Market, the baseline costs to provide primary care to the in-market
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beneficiaries incurred by both DoD and VA in FY02 were established as
the baseline cost performance for the system under status quo operations.
Assuming the implementation of these three sequential steps to rationalize
primary care in the market, Mitretek projected the expected incremental
operating cost impact on each facility that shows a measurable improve-
ment in access.

With the primary care service data that are available in the Study database,
the FY02 Puget Sound facility-specific operating costs—both the average
{otal cost per visit and the variable cost per visit— can be calculated and
identified with the specific patient volumes being redistributed. In the cost
analysis of this opportunity to rationalize primary care, no assumptions
were made as to the ability of the two Systems to take advantage of any of
the excess provider capacity that might exist and could be leveraged to
achieve greater productivity in any of the current service locations. The
cost impact illustrated in the table below assumes that the full average
variable cost associated with the current visits by location will be
redistributed with the visit volumes.

The results of applying this variable cost impact analysis to the three-step
redistribution of primary care visit workloads to improve access are shown
in the table below.

Table 11: Puget Sound Primary Care — Cost Impact of Rationalization

o e = ; 5 T
S —— i
£ g B
_ soiaides | Chiangos i
North Sound |NH QAK HARBOR 50,774 5375 56,149 7,690,246 | $ 123)1% 8278250 | § 588,004
NMCL EVERETT 17.300 0 17,300 $ 3,338,666 | $ 155|8 3,338,666 | % -
Bellingham CBCC (2) 0 2,505 2,505 % - $ - 286,045.12 | $ 286,045
Seattle Seatile 98,330 1,955 96,375 % 15,147 833 | § 116 | § 14,921,956 | $  (225.877)
South 62nd MED GRP-MCCHCRD 33,000 -821 32,179| & 6,754,010 | § 168 |$ 6616033 |$  (137.977)
American Lake 80,094 -22,095 58.899( $ 11,813,907 [ $ 109 |$ 9396799 | § (2,417,108)
Centralia CBOC {2) 0 6,433 6,433| § - 3 - $ 863,689 | § 863,889
Olympia CBOC {2) 0 9,760 9760 % - $ - $ 1088558 | % 1.088558
MADIGAN AMC (Adjusted) 264,046 -6.657 257388 $ 42242079 [ % 120 | $ 41,380,996 [ $  (861,083)
West Sound |Bremerton OGC (3) 4,190 -4,190 ol % 1,2478451 § 238 311961 |8 (835884)
BRMCL SUBASE BANGOR 20,352 o] 20,352| & 3,872,945 ( $ 153f% 38729458 -
NH BREMERTON 76.982 11,645 88627 § 16949750 | § 178 | $ 1870118218 1,751.432
Total Market] 645,968 0 645968] § 109,067,282 | § 134 { § 109,057,282 [ § {0}
{1} Variable costs per visit from DoD from SADR patient record level cost data; VA average variabie cost estimated at 75% of total for this analysis. In this analysis, the full
variable cost of the visit at the originating facllity is assumed te move with the patient to the new facility. Na potential efficiencies from increased ulilization of any excess
capacity in the system are assumed in this analysis
(2) Transition costs to develop these new access points are not included in this ilustration of operational cost impact of the redistribution of care
(3) Reduction in fixed expenses achieveable with the redistribution of Bremerton volumes are not included in this jllustration of operational cost impact
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3.2.4 Findings from the Assessment Applying the Collaboration
Framework

According to the 2002 DoD/VA Sharing Database, there were six master sharing
agreements between the VA Puget Sound Health Care System and the military
facilities in the region, covering a wide range of clinical and administrative
activities. The primary focus of VA and DoD planning during the past year has
been the impending initiative to move inpatient Medical/Surgical patients from
VA American Lake to Madigan. Local officials regard this as a significant
sharing accomplishment.

During the second site visit, both the quantitative methods used (rationaljzation of
primary care example) and the Collaboration Framework were reviewed. Mitretek
also presented and facilitated discussion about more than 50 opportunities for
increased DoD/VA collaboration in the Market. These opportunities included
ideas that were applicable to all Markets (grouped into the Collaboration
Framework) as well as ideas specific to the Puget Sound Market and/or specific to
certain facilities in the Market. Appendix B - Attachment 1 provides detail about
these opportunities.

One of the tools in the Collaboration Framework is a Relationship Grid. Along a
continuum of Separate-> Coordinated> Connected—> Integrated-> Consolidated,
most of the relationships among the major hospitals in the Market are either
Separate or Coordinated. In terms of clinical workload, VA and Madigan are
considered Coordinated because there is regular communication between the two
hospitals. However, Mitretek found the relationships between the VA and the two
Naval Hospitals (Bremerton and Oak Harbor) to be less well-developed (rated as
Separate) due to the low volume of referrals between them. In terms of Staffing,
VA and Madigan are also considered Coordinated since there is some sharing
where duplication exists and some cross-staffing support to balance peak
workloads. In terms of Facilities, all of the hospitals are currently rated as
Separate since they are distant from each other and cannot share physical space;
this reinforces the idea of distributing primary care volumes among the facilities
of each System. VA and Madigan also work together more closely than VA and
the Naval Hospitals in other domains; they are Coordinated in Information
Management/Information Technology, Governance and Logistics.

Feedback during the second site visit affirmed the Collaboration Framework as a

useful tool for looking at the relationship between VA and DoD within a market.

The framework highlights the many dimensions of collaboration, and can be used
as a frame of reference in future planning.
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3.2.5 Recommendations for the Puget Sound Market

The opportunity 1o rationalize primary care analyzed in the application of this
Study Methodology provides a basis for some relatively stable recommendations
that can be used as a basis for future planning in the Puget Sound Market (and
potentially elsewhere).

| Mitretek recommends that the VA and DoD continue to move forward
- with their planning eftorts to open new primary care access points in
| peographic areas that are currently underserved.

The analysis in this Report, based on the quantitative workload and capacity
information available from both systems, provides a useful “scorecard” and a
relatively comprehensive approach for identifying and analyzing care delivery
issues in the Market, especially—but not limited to—those involving sharing and
collaboration between VA and DoD. In the site visits, Mitretek observed that
while both systems were considering many collaboration issues and initiatives,
these discussions often occurred without an understanding of the overall range
and depth of care delivery in the Market. That is, there was often a lack of
context for framing the potential improvement represented by a particular
initiative, no method to evaluate it, and no consistent method for comparing it to
other, equally intriguing ideas. Mitretek believes that the comprehensive, data-
driven, Market-wide perspective used in the methods and analysis described in
this Report represents a significant contribution to DoD and VA joint planning
efforts, for primary care and other categories of health care services.

| Mitretek recommends that the VA and DoD use the Collaboration
| Framework to assist the organizations as they consider, plan for, and act on
| most of the identified opportunities.

These opportunities represent the present avenues for improving care delivery to
military and veteran beneficiaries residing in the Market. All such actions should
proceed from a deliberate joint planning process.
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33

Gulf Coast

3.3.1 Market Overview

The table below identifies the Submarkets, counties, and facilities in the Gulf
Coast Study Market. (A reference map is available in Appendix 4, Section 3.)

Table 12: Study Market Area Definition for Gulf Coast
Submarket County DoD Facilities - | VA Facilities ~ o
Biloxi/Gulfport George - Keesler Medical VA Gulf Coast Veterans
Greene Center Health Care System:
Hancock — BMC Pascagoula - VA Biloxi Division
Harrison -~ BMC Gulfport - VA Gulfport Division
Jackson
Pearl River
Stone
Mobile Baldwin — Mobile CBOC
Mobile
Washington, AL
Eglin Okaloosa — Eglin AF Hospital
Walton — 16" MG, Hurlburt
Field
Panama City Bay — BMC Panama City — Panama City CBOC
Holmes - Tyndall AFB
Washington, FL
Pensacola Escambia, AL — NH Pensacola — Pensacola CBOC
Escambia, FL ~NTTC Corry Station
Santa Rosa ~NATTC Pensacola
— NAS Pensacola Clinic
— BMC Whiting Field

The Gulf Coast Market Area is unique in that it encompasses a very large
geographic area, some parts of which are sparsely populated. The geography is
also dominated by the Gulf of Mexico—resulting in a 250-mile linear distance
between the two ends of the Market. Further, the area (particularly Florida) is a

popular location for DoD retirees; thus, there are a high number of “dual
eligibles™.

The topography of the Market makes providing adequate access to care difficult.
Since the Market area is so large and long, determining whether or not to provide
services (particularly inpatient services) in a specific location is a challenge. In
many individual locations (especially east of Biloxi/Gulfport), each System has a
population that is important to serve—but there may not be sufficient population
to warrant an individual hospital for cach System. At the same time, there are two
major hospital facilities adjacent to each other in Biloxi, MS—with a third nearby
in Gulfport. In the eastern Submarkets, where the only inpatient facilities are
DoD, and in the Mobile Submarket where there is only a VA outpatient center,
access to each other’s facilities has the potential to improve access for
beneficiaries. In the Biloxi/Gulfport Submarket, where there are three inpatient
hospitals—all with significant capital requirements—an opportunity exists to
simultaneously reduce long-term capital costs and to enrich the Graduate Medical
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Education (GME) experience by “opening” access and combining some of the
services of these facilities. An example analysis that demonstrates the impact of
rationalizing access to inpatient care follows in Section 3.3.3.

Beneficiary Populations

The Guif Coast Market Area has approximately 509,000 eligible
Combined Beneficiaries—approximately 55,000 of whom are “dual
eligible”. The eligible population is fairly evenly split between DoD and
VA. The overall enrolled population is equal to 70% of the eligible
population. Specifically, the enrolled Veterans equaled 25% of eligible
Veterans, while the number of DoD enrolled exceeds the number of
eligibles on average for the whole Market (but it is equal to less than 25%
of the eligible population in some specific counties).

The number of unique users of either the direct or indirect care system
equaled 92% of the enrolled population (net of dual users). The number of
DoD users of either direct or indirect care was similar to the number of
DoD enrolled in 2002, while the number of unique VA users was equal to
77% of the VA enrolled population. For direct care, 7% of users were
dual users (beneficiaries who used both systems).

Service Demand Workloads

In 2002, residents of the Gulf Coast Market generated about 17,850
admissions and 93,200 inpatient days of direct care in Medicine (including
Rehab), Surgery, Behavioral Health (including Substance Abuse), and
Obstetrics/Newborn (Post Partum and Nursery days both counted). In
addition, the users in the Gulf Coast Market generated approximately 540
direct Extended Care admissions and approximately 76,000 Extended
Care days.

The case mixes for DoD) and VA are quite different—especially for
Behavioral Health and Surgery: 47% of the VA’s patient days were for
Behavioral Health and 10% were for Surgery. This compares to 3% BH
and 30% Surgery for the DoD.

For outpatient workload, residents of the Gulf Coast Market generated
more than 1.4 million direct care visits. This outpatient activity includes
visits to providers, diagnostics departments (such as radiology),
therapeutic departments (such as physical therapy), and emergency
departments, and includes out-migration. From the perspective of the
facilities (rather than the Market), about 57% of total Combined
Beneficiary workload (provider. diagnostic, and therapeutic activity
combined) was in the Clinical Service Lines of Internal Medicine, Family
Practice. Mental Health, and Rehabilitation.

Users in this Market also produced more than 715,000 indirect care
(purchased and fee-based) outpatient visits. This volume is nearly twice
that of the whole Puget Sound Market, and 95% of the volume is DoD
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volume. One-third of the DoD volume was for people over the age of 65
(presumably TRICARE for Life'® users) and two-thirds was for people
over the age of 45. Users in this Market also generated more than 15,600
indirect care admissions, nearly 99% of which were DoD. The DoD
indirect care use rates per 1,000 enrollees in the Gulf Coast for both
outpatient and inpatient care were twice that of the other Study Markets.

Resource Supply and Capacity

Most of the major hospital buildings were built more than 20 years ago—
and some were built more than 50 years ago. A cursory review of the
clinical spaces by architects shows a mix of functionality in the inpatient
units and ambulatory clinics. Many of the inpatient units score as either
Green or Amber for size and configuration (on a Red/Amber/Green
scale—with Green being the best). However, quite a few spaces received
Red scores, including size and configuration of the Critical Care units at
VAMOC Biloxi; size and configuration of the Medical/Surgical inpatient
units at Eglin, NH Pensacola, and VA Gulfport; and configuration of
several clinics at Keesler. In addition, the architects noted that most
spaces are not ADA compliant. The Engineers rated the major buildings
at Tyndall, VAMC Biloxi, and Whiting Field as Fair. The condition of
BMC Panama City was rated as Poor. See Appendix A-Attachment 9 for
more detailed facility reviews.

Since both the DoD and VA use 85% inpatient bed occupancy as a
planning standard for Medical/Surgical beds, and 65% occupancy 1s a
commonly accepted high level Critical Care standard, this Study uses
these standards in an initial assessment of Medical/Surgical, Psychiatry,
and Critical Care bed capacity versus demand. The Market has 281staffed
beds and 344 available beds in these categories. In FY02, the Gulf Coast
Market had a weighted average, staffed-bed occupancy of 59% (note that
the target occupancy is usually 80-85%, not 100%).

Current Market Performance

Cost

The total baseline system-wide cost required to fund the care provided to
the beneficiary population in the Gulf Coast Market includes annual costs
associated with both direct and indirect care. Totaling the FYO02 cost data
for each of these components of care delivery provides an annual baseline
cost for the Gulf Coast Combined Beneficiary population. The current
baseline cost performance for the Gulf Coast Market is illustrated in the
table below.

1 TRICARE For Life (TFL): New benefits (October 1, 2001) for Medicare-eligible uniformed service retirees
(and Medicare-eligible family members). TRICARE is a secondary payer to Medicare.
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Table 13: Baseline Total Annual Cost of Care to DoD & VA Beneficiaries in Gulf Coast Market

GULF COAST COSTS BY AGENCY

Cost Figures in Thousands ('000s)

Inpatient Care
QOutpatient Care

Total In-Market

Inpatient Care
Qutpatient Care

DoD VA Total
72,792 50,031 122,823
205,912 104,729 310,641
278,704 154,761 | $

433,463

Total Out-Migratiol

Inpatient Care
Qutpatient Care

36,534

Total Non-Direct

Inpatient Care

141,064 1,550 142,614
177,598 $ 180,116

112,39

65,832 178,229

Outpatient Care 355,800 112,343 468,143
TOTAL 468,197 178,175 | § 646,372
T e bttt 4 £

Total Enrollees (1) 296,230 61,805 358,035
Total Cost per Enrollee 3 15813 288318 1,805
Total Market Users (1) 368,157 61,545 429,702
Total Cost per User b 12721 8 289518 1,504

(1} Market enrollees and market users for FY2002 extracted from the Joint Assessment Study Series 4 Database

Access

Nearly 95% of DoD enrolled and 71% of the VA enrolled beneficiaries are
within a 30-minute drive of some facility within their respective Systems.
Opening access so that VA and DoD beneficiaries can obtain primary care
services at any VA or DoD facility dramatically improves the percent of
visits that would meet the 30-minute drive time standard—especially for
the VA. With current practices, only 67% of VA primary care visits were
within 30 minutes of any VA facility; the percent within standard ranges
from a low of 0% in the Eglin Submarket to a high of 83% in the
Pensacola Submarket. For DoD, 93% of primary care visits in the entire
Market were within a 30-minute drive of a DoD facility. The percent
within standard is 90% or greater in all Submarkets except Mobile, in
which only 46% of DoD primary care visits originated from ZIP codes

within 30 minutes’ drive of a DoD facility.

By allowing Combined Beneficiaries to go to the nearest VA or DoD
facility for primary care, the percent of VA visits within 30 minutes of any
facility increases to 95% or better in all Submarkets. For the DoD,
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opening access to the Mobile CBOC would increase the number of visits
within 30 minutes from 46% of total to 79% for the beneficiaries living in
the Mobile Submarket.

None of the roughly 900 VA inpatient admissions that originated from VA
beneficiaries outside of the Biloxi/Gulfport Submarket were within a 60-
minute drive to any VA inpatient facility. For DoD, more than 90% of
admissions were within a 60-minute drive of a DoD inpatient facility in all
Submarkets except for Mobile (80% within 60 minutes) and Panama City
(only 8% within 60 minutes). These overall statistics could be improved if
the DoD allowed Veterans to receive care in DoD facilities.

3.3.2 Options for Sharing/Collaboration Identified

There is a long list of potential sharing opportunities in this Market; some of them
involve small shifts of volume, while others require much more systematic
change. These options are listed in detail in Appendix A — Attachment 6. Overall,
there is an opportunity to improve access for the Veterans while providing a
richer case mix of patients for the DoD. At the highest level there appears to be
opportunity 1o rationalize and realign primary, specialty, and inpatient care.

3.3.3 Findings from the Application of the Study Methodology to the
Opportunity to Consolidate Inpatient Care in Biloxi/Gulfport

Qverview

This subsection provides the results of an analysis that examined the
opportunity to consolidate inpatient care (Medical/Surgical care, including
Critical Care) in the Biloxi/Gulfport Submarket. Two scenarios are
provided to demonstrate the capacity impact and economic implications of
centralizing care at Keesler Medical Center (Scenario A) or at VAMC
Biloxi (Scenario B). Also embedded in this analysis are assumptions
about opening or expanding VA access to Eglin Hospital and NH
Pensacola in the Florida Submarkets.

Of the 48 health care facilities included in this Study (in all three
Markets), Keesler and VAMC Biloxi are the only two health care facilities
that offer a similar mix of inpatient services from each System side-by-
side (separated by only a few hundred yards). In an era when DoD/VA
sharing has become a key initiative for the Federal government, Mitretek
is certainly not the first to inquire about the possibility of consolidation,
given the close proximity of these two hospitals. In July, for example,
members of the VA CARES Commission paid a visit to the VA Biloxi and
Gulfport Divisions as well as to Keesler Medical Center and met with VA
and DoD leadership, including the commanding General. The site visit
notes raise several points associated with opportunities for increased
collaboration between VAMC Biloxi and Keesler, including one future
delivery model option in which Keesler would “take care of inpatient
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services while VA would take care of outpatient services.”'” One month
later, in a CARES Commission Post Hearing Summary for VISN 16, the
Commissioners recommended that an “additional study needs to be
undertaken to assess the cost/benefit of the options available at VA Biloxi,
including partnership with Keesler.”'® The application of this Study’s
methodology takes the next step—exploring this opportunity based on the
current performance of these two Federal assets.

Baseline Situation

Demand for Inpatient Services

Demand for this analysis focuses on Medical/Surgical and Critical Care
inpatient utilization by beneficiaries who reside in the Gulf Coast Market.
The table below shows the total discharges and average lengths of stay for
in-market consumption, out-migration (to other Federal providers) and
indirect care (by private network providers). The FY02 volume in this
exhibit excludes Mental Health, Rehabilitation, Extended Care, and
Obstetrics/Newborns. A full profile of inpatient and outpatient care
demand in the Gulf Coast can be found in Appendix A.

Table 14: Total Utilization of Inpatient Medical/Surgical Care by Gulf Coast Beneficiaries

Biloxi/Gulfport
Eglin

Mobile

Panama Ciry
Pensacola

‘Total Discharges

ALOS

(a) Utilization by resides of each submarket at federal facilities in the Golf Coast.
(b) Beneficiaries living in the Gulf Coas! receiving care by a federal provider outside the Market.
(c) Services provided by non-federal providers through fee-basis care (VA) and purchased care (DoD).

The in-market volume above reflects care provided by the four facilities
offering Medical/Surgical care in the Gulf Coast (excluding Gulfport) to
beneficiaries who reside in this Market. Of the 14,337 DoD indirect care
discharges, over half represent patients 65 years of age or older (mostly
TRICARE For Life enrollees). If patients over 65 are excluded from DoD
indirect care, 57% of the remaining inpatient demand (including direct
care) is accommodated by DoD and VA hospitals in the Gulf Coast.

With respect to the Biloxi/Gulfport Submarket, roughly 71% (or 2,048) of
the 2,869 DoD in-market discharges were generated by retirees and their

17 CARES Commission Site Visit Report, page 2; Visit: July 2, 2003; Prepared by K. Collier, July 14, 2003
18 C ARES Commission Post Hearing Summary. Section V., page 4; August 26, 2003
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family members. Not surprisingly, nearly all of this care was provided at
Keesler (11 total discharges at Eglin and NH Pensacola combined).
Similarly, nearly all of the 1,289 VA in-market direct discharges took
place at VAMC Biloxi. In terms of VA out-migration, 185 of the 261
discharges occurred at the VA Medical Center in New Orleans, which is
the VA’s tertiary care hospital serving the Gulf Coast Market and
Southeast Louisiana.

Supply
The five inpatient facilities in the Gulf Coast Market include two in the

eastern end of the Market, and three hospitals in the Biloxi/Gulfport
Submarket. These facilities are:

e FEglin Hospital (96" Medical Group at Eglin AFB) (a.k.a. Eglin)

¢ Naval Hospital Pensacola (NH Pensacola)

e Keesler Medical Center (81% Medical Group at Keesler AFB) (a.k.a.
Keesler)

e VA Gulf Coast Veterans Health Care System — Biloxi Division
(VAMC Biloxi)

e VA Gulf Coast Veterans Health Care System — Gulfport Division (VA
Gulfport)

Eglin and NH Pensacola are located approximately 50 miles apart in the
Eglin and Pensacola Submarkets. Each facility caters primarily to the
needs of the active duty and their family members in their separate and
distinct service areas (centered by Eglin AFB and Naval Air Base
Pensacola, respectively). The facilities are similar in terms of their size,
service mix, and volume.

Eglin is a 65-bed hospital (available beds) which had an average daily
census of 28 in FY02. Roughly 44% of its total workload (5,000
discharges) was Obstetrics/Newborn. In terms of Medical/Surgical care,
Eglin has available capacity of 55% (7,285 bed days), with an occupancy
target of 85% for Medical/Surgical and 65% for Critical Care.

NH Pensacola, located west of Eglin, is a 60-bed facility with an average
daily census of 25; 37% of its total discharges (3,600) in FY02 were
attributed to Obstetrics/Newborn. The hospital currently has a sharing
agreement with the VA for inpatient care, and because demand by the
veterans/retirees is steadily increasing, there are plans to reevaluate the
agreement to allow greater VA access. In FY02, VA enrollees accounted
for 87 discharges (according to a patient classification field in the DoD
national data). Its current workload levels suggest that NI Pensacola has
available capacity of 82% (10,193 bed days) for Medical/Surgical care
(with an 85% occupancy target).

The Gulfport Division of the VA Gulf Coast Veterans Health Care System
(GCVHCS) provides inpatient and outpatient Mental Health services, and
houses an Alzheimer’s dementia unit. Through a collaborative agreement
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with Keesler AFB, VA Gulfport also accommodates the needs of military
personnel with acute mental health care needs. This facility was excluded
from the Medical/Surgical Scenarios discussed later in this section (it
currently has one Medical/Surgical bed), but it plays a vital role in
providing behavioral health services to the entire Gulf Coast Market. Its
future delivery model and location (currently under review by the VA)
will have a direct impact on the other two facilities in Biloxi/Gulfport.

The facilities included in this analysis, VAMC Biloxi and Keesler Medical
Center, are located in Biloxi, 8 miles northeast of the Gulfport facility.
The VA Biloxi campus includes 37 buildings on approximately 125 acres
of land. It is surrounded on the east and west by Keesler AFB housing.
VAMC Biloxi serves as the only VA general medical facility for the Gulf
Coast Market, with 40 Medical/Surgical beds and 9 Intensive Care beds.
Neighboring Keesler is a 90-bed tertiary care center, originally constructed
as a 300-bed facility, which currently has a reported 63 Medical/Surgical
beds and 22 Intensive Care Unit beds (available beds). The space for the
approximately 200 unused beds currently houses outpatient services and
administrative functions. The workload, capacity and operating costs for
these two facilities are provided in the balance of this section.

Capacity

For purposes of the analysis provided in this section, Medical/Surgical and
Critical Care capacity was measured only for VAMC Biloxi and Keesler.
An 85% occupancy standard for Medical/Surgical care and 65%
occupancy standard for Critical Care was used to measure the Net
Maximum Capacity based on available beds. Capacity is measured in a
status quo environment with the analytical assumption that each facility is
now operating with adequate resources to meet the Medical/Surgical care
needs of their respective populations. The following table represents the
baseline workload and estimated available capacity for inpatient
Medical/Surgical and Critical Care services at Keesler and VAMC Biloxi.
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Table 15: Estimated Medical/Surgical Capacity at Keesler and VAMC Biloxi

Keesler Medical Center
Critical
Care

Critical
Care

Med/Surg Med/Surg

Baseline Capacity

Available Beds Reported 63 22 85 40 9 49
Max Net Capacity (85/65) (a) 19,546 3,220 24,765 12410 2,133 14,545
Baseline Bed Days (FY02) 10,596 3961 14357 ) 12695 912 13,607
Max Net Occupancy (%) 54% 2% 58% 102% 43% 85%
Avg Daily Census ) 29 o 39 o35 2 ) 37
Baseline Discharges 3,021 696 3,717 1,757 161 1918
Avg Length of Stay 3.5 54 3.9 72 57 7.1

Net Capacity Available (b)

Estimated Bed Days 8,950 1,459 10,408 (285) 1,223 938
Estimated Discharges 2,552 270 2822 39 216 177
Equivalent Beds 25 4 19 (N 3 2

(a) Estimated capacity of the available beds (in days) based on 85% target occupancy for med/surg and 65% for critical care.
(b) Discharges and equivalent beds based on cument ALOS.

Based on the number of available beds (85) at Keesler, this would suggest
that 25 Medical/Surgical beds and 4 Critical Care beds are available for
incremental volume. To the contrary, VAMC Biloxi baseline
Medical/Surgical days and available beds suggest the facility has
essentially no available capacity with an estimated three critical care beds
available (based on the 85% Medical/Surgical and 65% Critical Care
occupancy targets). The capacity estimates clarify the simple point that if
there was a significant influx of Medical/Surgical volume in
Biloxi/Gulfport (or neighboring Submarkets), Keesler would be in a better
position to handle the incremental volume (assuming a status quo mode_.
This reinforces conclusions drawn during the VA CARES process.

As illustrated in the table below, the vast majority of the capacity (shown
in bed days) is utilized by patients originating from within the Gulf Coast
Market with a moderate amount (8%-9%) of in-migration.

Table 16: Bed Days by Patient Origin at Keesler & VAMC Biloxi

Keesler Biloxi

In-Migration
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The total number of bed days from the three eastern Submarkets to VAMC
Biloxi is 1,609 — ot 12% of its total. Despite the 3% to 4%2 hours of drive
time from these points, this figure still appears relatively low, considering
the fact that VAMC Biloxi is the only acute care facility in the Market.
From a VA planning standpoint, the true demand from the nearly 135,000
eligible veterans residing in the Florida Panhandle is suppressed to some
extent because all the veterans who seek inpatient services are not
necessarily emerging in the VA data. At Jeast one-third of this eligible
population is over 65 years of age, which means one can assume that a
sizeable portion of these veterans are relying on Medicare, although some
most likely supplement this with benefits through the DoD TRICARE
program (many through the TRICARE for Life plan). An additional
24,000 are retirees (dual eligible) under 65 who may also enroll with
TRICARE. According to FY02 TRICARE claims data, private hospitals
in the Pensacola area received over 2,000 Medical/Surgical admissions of
Combined Beneficiaries 65 years and older who reside in the Pensacola
Submarket. An additional 1,500 admissions came from patients
originating in the Eglin Submarket. In general, there exists a growing
demand in the Florida panhandle from aging veterans who choose not to
or cannot travel to Biloxi for care, but would utilize VA inpatient services
if a hospital were located in one of the eastern Submarkets. For planning
purposes, this makes it difficult to estimate the true level of VA inpatient
demand in this Market.

Cost

FY02 operating costs were compiled from several sources for Keesler and
VAMC Biloxi to gauge the estimated delivery costs associated with
inpatient services, particularly Medical/Surgical care. The purpose of
introducing operating costs into this analysis is not to compare operating
cost efficiency between the two facilities and/or delivery systems, but to
appreciate in the aggregate what different resources are required by the
two Systems to offer similar inpatient services to their respective patient
populations.

The total combined operating cost of Keesler and VAMC Biloxi is
$300.8M (DoD, $167.8M; VA $133M). This includes all health care
services provided at the facility as well as other system-specific missions
(e.g., Readiness Programs at Keesler). With a focus on inpatient services,
the exhibit below provides FY02 operating costs for Keesler and VAMC
Biloxi for Medical/Surgical and Critical Care.
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Table 17: Total Operating Costs for Inpatient Medical/Surgical Care in Biloxi

Keesler Medical Center (a)

Med/Surg C(r:';'r?' Total

Biloxi VAMC (b)
Critical
Care

Med/Surg

FY 2002

Operating Costs (in '000s)

Variable Cost 17,389 8.382 25,771 15,139 1,343 16,482

Fixed Cost 4,977 2.144 7,121 4,333 344 4,676

Total Cost $22,366 $10,526 $32,891 $19.471 51,687 $21,158
Average Cost per (actual §)

Discharge $7.403 $15.123 $8,849 $11,082 $10,477 $11,031

Bed Day $2.111 $2.799 $2,291 $1,534 $1.850 $1,555

(a) Costs were captured from MEPRS and SADR data. Fixed and variable were estimated at a SEEC code level.
(b) Cost data was obtained from DSS National Data Extracts. Variable costs were drawn from
Account Level Budget Cost Center Detailed Reports.

The amounts shown above are a “preview” of the operating costs
associated with this select inpatient volume for each facility. On a per
discharge basis, it is not surprising that VA is $1,000 higher than DoD
given the difference in case mix. Similarly, the average cost per day 1$
less for VAMC Biloxi due to the greater average length of stay (double
that of Keesler’s). With an average combined operating cost per bed day
of about $1,900, future operating cost savings realized through increased
collaboration or consolidation can be viewed as an investment in the
future health care needs of the Combined Beneficiaries.

Impact of Realigning Inpatient Services

Analytical Approach

Mitretek assessed the opportunity to consolidate Medical/Surgical care in
Biloxi/Gulfport by showing the impact of centralizing this care at Keesler
(Scenario A) or at VAMC Biloxi (Scenario B). These scenarios were built
on the baseline performance of each facility, their current capacity, and the
following key assumptions:

1. Eastern Submarket Facilities Recapture Medical/Surgical Care. This
assumes that DoD and VA beneficiaries currently residing in the Eglin
and Pensacola Submarkets would have access (eligibility) to receive
care at the nearest Federal hospital with available capacity, namely NH
Pensacola or Eglin (and on the private network if necessary). In the
two scenarios, the bed days of care for these beneficiaries were
identified and deducted from the baseline for the measurement of
capacity at VAMC Biloxi and Keesler. Additionaily, bed days of
beneficiaries in the Mobile Submarket who have nearly equal access
(in drive time), to the Biloxi hospitals and NH Pensacola were
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deducted from the baseline at 50% of the total, to adjust for the
likelihood of their utilizing Biloxi hospitals.

2. Practice Patterns Held Constant. In the scenarios, the
Medical/Surgical volume is transferred between these facilities
without making adjustments to account for the different ways in which
DoD and VA may deliver clinical services. This is accomplished by
simply transferring all the bed days from one facility to the other
without altering the average lengths of stay (ALOS).

3. Operating Cost Savings of 10%. An in-depth cost accounting analysis
would be required to measure the potential operating cost savings to be
realized by consolidating the Medical/Surgical services of the two
facilities. This analysis assumes that operating costs, less 10%, are
transferred with the volume. This is a conservative placeholder, given
that fixed indirect costs can be as high as 20% on an average per
discharge/bed day basis. '

4. Capital Requirements Excluded. Tt is unrealistic to develop a complete
estimation of capital costs and incremental recurring expenditures
associated with the consolidation options presented because of the
many uncertainties that are linked to each end of the transfer.
Renovation and new construction costs on a per bed basis are offered
as a reference point. While capital costs play a pivotal role in any
decision-making process relating to the integration of clinical services,
this assessment instead focuses its attention on gauging the feasibility
of consolidation with consideration given to access, capacity levels,
and service mix.

As reflected in the Study methodology, Mitretek approached this
opportunity from the perspective of the Combined Beneficiaries who
currently rely on these systems, as well as the U.S. taxpayers who
financially support the Departments. As in the Puget Sound example, this
approach focuses initially on the desirability of a particular option—
specifically, on the potential for the realignment of health care delivery to
improve patient access to care and/or to reduce the costs of delivering
care. The VAMC Biloxi-Keesler example places less emphasis on access
in this portion of the Market, given the location and capabilities of these
two facilities, and allocates more attention to the possible economic
benefits which could result from a future delivery model in which the
resources could be leveraged to offer the same (if not a higher) quality of
care at a reduced cost. Irom a Federal dollar perspective, logic would
suggest that any cost savings in operations or capital expenditures would
be shifted elsewhere in the Systems to enhance the delivery of health care
services, to the benefit of the patients.

Scenarios A (Keesler as receiving facility) and B (VAMC Biloxi
receiving) are summarized in two tables below. The estimate of the
incremental capacity needed to absorb the transfer of Medical/Surgical
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volume (in each direction) is based on a status quo environment
(excepting the eastern Submarket patient migration assumptions noted
carlier).

Table 18: Scenario A - Consolidating Inpatient Care in Biloxi/Gulfport Submarket

SCENARIO AL Biloxi VAMC - Status Quo Keesler - Status Quo Posi-Transfer at Keesler
M/S | 1IcU | Total M/S | ICU | Total M/S | ICU [ Total
Capacity (Bed Days)
Baseline Demand (a) 12,653 912 13607 10,596 3,761 14,357 23,291 4,673 27,964
Less; P1. Migration from East (b} (2.434) (159)  {2.593) (1,555) (655)  {2,210) (3,989) (814) (4.803)
Status Quo Demand 10,261 753 11014 9,041 3,106 12,147 19,302 3,859 23,161
Maximumn Nei Capacity {c) 12,410 2,135 14.545 19,546 5220 24,765 19,546 5,220 24,765
Capacity Surplus/Deficit [ 2140 1,382 3.531] | 10505 2114 12.618] | 244 1,361 1,604 |
Equivalent Additional Beds Reqsired . b - - - ]
Status Quo Operating Costs ,
Operating Cost per Day 51,534  $1.850  §1,555 $2,111 $2,799 82,291 51,723 $2,577 $1,865
Baseline Operating Cost {$million) _ $194M  $17M  S2LIM $22AM  B10SM 532.9M $33.2M $9.9M 343.1M
Operating, Cost jess Migration $157M  $14aM §17.AM £19.0M  $87M  $27.7M
(a} FY 2002 total medical/surgical and critical care bed days of care.
(b) Bed davs of patients who reside in Eglin, Pensacola and Panama City and 50% of total bed days from Mobile Submarket patients.
(c) Totat capacify calculated based on available beds at 85% medical/surgical occupancy and 65% critical care occupancy

The results shown in Scenario A indicate that Keesler, from a capacity
standpoint, could assume the Medical/Surgical volume currently provided
at VAMC Biloxi without the need for renovation or new construction
(based on these static figures). Clearly, this does not suggest that other
operational and facility-related requirements would not surface if such a
transfer occurred. If additional beds were required (now or in the future),
a total upgrade of existing space per bed would cost roughly $121,000
(assuming 600 BGSF/bed and including project costs) in the Biloxi area.
New construction per bed (at 700 BGSF/bed) would cost an estimated
$189,000.%°

This transfer could result in recurring cost savings on several fronts. The
figures above show $1.7M of annual savings in operations. As noted
earlier, this uses a conservative discount of 10% from the total operating
costs per unit — in this case, VAMC Biloxi’s total delivery costs. Other
recurring costs, such as facility maintenance and repair (M&R), are
difficult to estimate, but VAMC Biloxi currently spends an estimated $2.6
million per year to maintain its inpatient facility.! How the freed space at
VAMC Biloxi is used post-transfer would determine the actual amount of
savings or cost avoidance. For example, the M&R costs would be
unchanged if VAMC Biloxi backfilled the space with extended care
services, but it would be considered a “savings” in terms of annual M&R
attributed to the future delivery of Medical/Surgical inpatient care. This

19

19 Marshall & Swift Level 111 renovation estimate {complete restructuring/total upgrade) adjusted for Biloxi area of

$144.48/BGSF and

assuming 600 BGSF/bed with 40% project costs.

20 Marshall & Swift; $192.62/BGSF (adjusted for Biloxi area).
21 Eetimated at 3% of the $86.5 million Plant Replacement Value (PRV): VA CARES Valuation Study, 2002.
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example would also apply to the $1.3 million in deferred maintenance
currently estimated for VAMC Biloxi.?

Qcenario B centralizes all Medical/Surgical care at VAMC Biloxi, and
indicates a need for at least 24 additional beds to accommodate the
incremental volume from Keesler. As noted in Scenario A, the capital
requirements would start at $4.5 million for new construction of 24 beds.”?
More importantly, this Scenario illustrates that, regardless of the number
of beds needed, new construction would be required at VAMC Biloxi.
This presents a host of additional challenges in terms of facility planning
and the need for a mix of renovation and expansion.

Table 19: Scenario B - Consolidating Inpatient Care in Biloxi/Gulfport

SCENARIO B, Biloxi VAMC - Status Quo Keesler - Status Quo Post-Transfer at Biloxi VAMC

M/S | ICU | Total M/S | ICU | Total M/S | ICU | Total

Capacity (Bed Days)

Baseline Demand (a) 12,695 912 13.607 10,596 3761 14,357 23291 4673 27,964

Less: Pt. Migration from East (b) (2.434) (159) _ (2.593) (1.553) (655) (2,210} {3,989) (814) (4,803)

Status Quo Demand 10,261 753 11,014 9,041 3106 12147 19,302 3,859 23,161

Maximurm Net Capacity (¢) 12.410 2135 14.545 19546 5220 24,765 12,410 2,135 14,545

Capacity Surpluseficit [ 2,149 1382 35831] [ 10505 2114 12618 | [ 6.892) (1,724) (8,616)]

Equivalent Additional Beds Required [ 2 :.-l 19 5 24]
Status Quo Operating Costs

Operating Cost per Day $1534  §1850  $1,558 $2,111  $2,799  §2,291 $1,705 $2,577 51,850

Baseline Operating Cost {Smiltion) _ $19.4M __ $1.7M  $21.IM $224M  $10.5M  $32.9M $32.9M $9.9M $42.8M

Operating Cost less Migration 515.7M $14M $17.IM $19.0M  $87M  527.7TM

(a) FY 2002 total medical/surgical and critical care bed days of care.
{b) Bed days of patients who reside in Eglin, Pensacola and Panama City and 50% of total bed days from Mobile Submarket patients,
(¢) Total capacity calculared based on available beds at 85% medical/surgical occupancy and 65% critical care occupancy.

Scenario B also presents an opportunity for recurring cost savings. The
figures above place the operating cost savings at $2M. As with Scenario
A, other recurring costs, such as facility maintenance and repair (M&R)
could also be avoided, depending on how DoD uses the freed space at
Keesler after the transfer. Currently, M&R for Keesler Medical Center is
an estimated $4.8M per year.”

3.3.4 Findings from the Assessment Applying the Collaboration
Framework

The VA and DoD have 13 sharing agreements in effect in the Gulf Coast Market,
involving the VA Gulf Coast Veterans Health Care System (GCVHCS) and six
military facilities. At the time of Mitretek’s first site visit, the dollar value of
these exchanges was approximately $2M, affecting inpatient, outpatient, and
administrative services. Examples of these include agreements between
GCVHCS and Keesler for Behavioral Health services, and with NH Pensacola

2w A CARES Valuation Study, 2002.
2} Marshall & Swifl new construction estimate adjusted for Biloxi area of $192.64/BGSF and assuming 700 BGSF/bed with

40% project costs.
28 Etimated at 3% of the $160 million Plant Replacement Value (using $200/sf @ 800,000 sf). Estimate supported by VFA

review.
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and Eglin for Medical/Surgical care. VA and DoD officials have devoted a great
deal of attention to two significant projects: the planning of a 140,000 square foot
ambulatory care center adjacent to NH Pensacola, and a CBOC adjacent to Eglin

AFB Hospital.

During the second site visit, both the quantitative methods used in rationalizing
inpatient care and the qualitative Collaboration Framework were reviewed.
Mitretek also presented and facilitated discussion about more than 50
opportunities for increased DoD/VA collaboration in the Market. These
opportunities included ideas that were applicable to all Markets (grouped into the
Collaboration Framework) as well as ideas specific to the Gulf Coast Market and/
or specific to certain facilities in the Market. Appendix B - Attachment 6 provides
detail about these opportunities.

Along a continuum of Separate-> Coordinated> Connected-> Integrated >
Consolidated, most of the relationships among the hospitals in the Gulf Coast
Market are either Separate or Coordinated. In terms of clinical workload, VA
GCVHCS and Keesler are classified as Connected because there are a high
nmumber of referrals between the two (e.g., DoD Psych is at VAMC Gulfport).
They are also Connected in Logistics, since there is some mutual examination of
best pricing and service. The relationship in staffing is Coordinated, as there is
some sporadic cross-support. Management and Education are also Coordinated,
with some joint planning and selective exchange of teaching methods. However,
Facilities, Business Processes, IM/IT, and Research are all Separate in the Gulf
Coast.

The relationships between VAMC Biloxi and Eglin and between VAMC Biloxi
and NH Pensacola have the same profile: Connected for Clinical Workload,
Coordinated for Management and Logistics, but Separate for Facilities, Staffing,
Business Processes, Education/Training, and Research.

Feedback sessions during the second site visit confirmed that the Collaboration
Framework is a useful way tool for looking at the relationships between VA and
DoD within a Market. The framework can be used as a reference in future
planning.

3.3.5 Recommendations for the Gulf Coast Market

The two Scenarios presented in this analysis illustrate opportunities for
consolidation anchored by the fundamental measurement of capacity. The
analysis finds that Keesler and VAMC Biloxi are currently independently well-
positioned to meet the demands of their respective populations (without a capacity
surplus). However, if immediate consolidation was required, these two Federal
providers could merge Medical/Surgical care in a status quo environment without
jeopardizing the existing mix of services, access to care, and/or the recurring costs
of delivery. This analysis justifies the need to explore a future delivery model of
centralized acute care services in Biloxi, MS. Mitretek offers the following
recommendations:
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| Mitretek recommends that Do) and VA establish a joint task force to

| move forward with an in-depth operational and facility assessment that
includes a future consolidated model of Medical/Surgical care in Biloxi,
| based on the present and projected demand of the beneficiaries.

This near-term effort should set aside the uncertainty of policy-oriented issues
such as BRAC and/or integration of GME programs. The detailed analysis should
exhaust all avenues in terms of care delivery models, with patient demand and
health care needs as the central drivers. Facility-specific considerations should be
secondary in this planning process.

| Mitretek recommends that the VA refrain from drawing any conclusions
| until DoD representatives have conducted a detailed reexamination of the
| Keesler alternative.

VA recently released the Realignment Study for VISN 16, which—through a
cost/benefit analysis of several alternatives—concludes that all services currently
offered at the Gulfport Division should be moved to VAMC Biloxi. This
“preferred alternative” would allow for the “prediction of the outcomes for
veteran patient services in a single consolidated location, to produce a single
standard of care.”® A separate alternative included a “sharing agreement for
provision of clinical services with Keesler” which was “retained, as local
command support for sharing may change again during the CARES process.
The current direction of this VA study signals a lack of collaborative planning on
the part of both Departments.

2926

Mitretek recommends the VA refrain from drawing any conclusions (and retract
any offered) until a detailed reexamination of the Keesler alternative with DoD
representatives is conducted. The current VA “preferred alternative” includes
renovation of 123,000 DGSF and new construction of 155,000 DGSF with total
capital costs of approximately $30M.”" Having applied the Study methodology to
this issue, Mitretek feels it would be premature to draw conclusions before
assessing a consolidated DoD/VA delivery model for services duplicated between
DoD and VA, given the remarkable proximity of these three facilities.

| Mitretek recommends that the organizations continue to consider, plan for,
| and act on most of the identified opportunities in the Market.

These identified opportunities present possible avenues for improving care
delivery to military and veteran beneficiaries residing in the Market. All such
actions should proceed from a deliberate, joint planning process.

25 Narrative component of VHA Realignment Study, VISN 16, November 21, 2003; p. 18.
% Realignment Study, p. 18
27 Realignment Study, pgs. 4 and 8.
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3.4

Hawaii

3.4.1 Market Overview

The Hawaii Market is divided into four geographically-based Submarkets: Kauai,
Maui, Oahu, and The Big Island. The Submarkets, counties and facilities in this
Market are delineated in the table below.

Table 20: Study Market Area Definition for Hawaii

- Submarket " Cotinty. -~ . DoD Facilities:= 50 [ T D VA Faciities 100 8]
Oahu Hoenolulu —  Tripler AMC -~ VAMROC
15th Med Group Honolulu
— Hickam AF Clinic
~  BMC Makalapa
- BMC Kaneohe Bay
— BMC Pear] Harbor
Naval Shipyard
—  Schofield Barracks
—  BMC Camp Smith
—  TMC-1-Schofield
— TMC Pohakuloa
— East Pac Annex
Maui Maui —  Wailuku CBOC
Kauai Kauai —  Lihue CBOC
The Big Island | Hawaii — Hilo CBOC
— Kona CBOC

Beneficiary Populations

In FY02, the Hawaii Market had approximately 248,500 eligible
Combined Beneficiaries —approximately 15,000 of whom are “dual
eligible”. The eligible population is divided almost evenly between DoD
and VA; 55% of the eligible population is DoD.

The number of enrolled Veterans was equal to about 25% of the eligible
Veterans. The DoD enrolled population exceeds the eligible population in
Oahu, but is equal to less than 16% of the eligible population in the other
Submarkets.

Unique users of the combined DoD/VA Systems equaled 88% of the
combined enrolled population (net of dual users). The number of unique
DoD users of either the direct care or indirect care system was equal to
96% of the DoD eligible population. The number of VA users equaled
559%, of the VA enrolied. The percent of VA enrollees who used the
system is much lower than in the other Markets (where it was 69-77%). In
the DoD, 31% of the total users accessed indirect care. In the VA, 18%
used indirect care. This is the highest use of VA indirect care in the three
Study Markets. For direct care, 4% of users were dual users (used both
systems).
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Service Demand Workloads

Residents of the Hawaii Market area generated about 13,700 admissions
and about 60,600 inpatient days of direct care in Medicine (including
Rehab), Surgery, Behavioral Health (including Substance Abuse), and
OB/Newborn (Post Partum and Nursery days were both counted). These
volumes include out-migration, but exclude indirect care and extended
care. Users from the Hawaii Market generated 138 Extended Care direct
care admissions and approximately 13,800 Extended Care direct care
inpatient days. During the site visits, Mitretek noted that access to long-
term care is a challenge for the VA (and an Island-wide problem).
Residents of the Hawaii Market generated nearly 1 million direct care
visits—including out-migration-—to providers, diagnostics, therapeutics,
and emergency departments,

Because most of the admissions and inpatient days are at Tripler, it is
necessary to use the Patient Classification System to identify the Veterans
(K-61) who generate workload at Tripler. (Note that the while the K-61
patients have Veteran status, they were not necessarily under the care of,
nor referred by, the VA system.) Using this methodology, it appears that
veterans generated 16% of the admissions and 34% of the direct care
inpatient days. DoD patients generated 84% of the admissions and 66% of
the bed days. Veterans generated 85% of direct care Behavioral Health
days while DoD patients generated 62% of total direct care Medicine days
and 75% of the direct care Surgery days.

In 2002, the Service Lines of Internal Medicine, Family Practice, Mental
Health, and Rehabilitation constituted nearly 50% of the total direct care
outpatient workload (including visits to diagnostic departments such as
radiology and therapeutic departments such as physical therapy) in this
Market.

For outpatient direct care activity to providers (excluding diagnostics and
therapeutics), more than 52% of volume in this Market is Primary Care (a
combination of Family Practice, Internal Medicine, and Pediatric Service
Lines). The outpatient visit case mix for DoD and VA are similar—except
for Behavioral Health.

Indirect care is a major expense in this Market, and there is an opportunity
to reduce this expense through more joint “resource planning” between the
DoD and VA. It is possible that, while the individual volumes of the
various Services in the DoD and the VA are too small to justify employing
some specialists, the combined DoD and VA volumes will be sufficient in
some specialties to employ a shared physician. A more detailed
assessment of indirect care in this Market follows in Section 3.4.3.

Resource Supply and Capacity

The Hawaii Market area contains 15 DoD and VA facilities—one hospital
and 14 outpatient centers (including four for active duty only). Tripler
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was built in 1948, and the Study engineers rated the major buildings as
Fair. The Study architects, who recently completed a Master Plan at
Tripler, scored most of the clinical spaces Green for size and configuration
(on a Red/Amber/Green scale—with Green being the best). A few spaces
rate as Amber. They also noted that most spaces are not ADA compliant.
Other facilities in this Market were not toured.

Both the DoD and VA use 85% inpatient bed occupancy as a planning
standard for Medical/Surgical beds, and 65% occupancy is a commonly
accepted high level Critical Care standard. This Study included an initial
assessment of Medical/Surgical, Psychiatry, and Critical Care bed capacity
versus demand. The Market has 190 staffed beds and 223 available beds
in these categories. In 2002, Tripler had a weighted average staffed-bed
occupancy of 63%.

Current Market Performance

Cost

The total baseline system-wide costs required to fund the care provided to
Combined Beneficiaries in the Hawaii Market includes annual costs
associated with both direct care (in-market and outmigration) and indirect
care. Looking at the FY02 cost data for each of these components of care
delivery provides the total annual baseline cost for the Combined
Beneficiary population in Hawaii, as illustrated in the table that follows.
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1t BTl et DD VA B e o
HAWAII COSTS BY AGENCY
Cost Figures in Thousands ('000s) DoD Total

g

Inpatient Care
Quupatient Care

Inpatient Care
Qutpatient Care
Total Non-Direct

669
490

307,293

Total Out-Migratio

7,600 2,859 10,505
23,609 1,725 25,334
31,215 4,624 35,839

Inpatient Care 102,544 14,822 117,366
Qutpatient Care 180,876 51,672 232,548
TOTAL 283,420 66,493 349,913
i
Total Enrollees (1) 203,712 29,624 233,336
Total Cost per Enrollee 5 1.391'| § 2,245 1,500
Total Market Users (1) 197,754 22,998 220,752
Total Cost per User b 1433138 2,891 1,585

(1) Market enrollees and market users for FY2002 extracted from the Joint Assessment Study Series 4 Database

Access

Drive time analysis in Hawait is limited to drive times within each island.
In Qahu, all enrollees are within 60 minutes of a facility within their
respective Systems. In the other Submarkets, which provide only
outpatient clinic services, only VA beneficiaries are within 60 minutes of a
facility. Although the DoD population in these Submarkets is small,
opening the VA clinics to these beneficiaries will improve their access,
and thus overall access measures for the Hawaii Market.

3.4.2 Options For Sharing/Collaboration Identified

Mitretek 1demlﬁed a list of potentlal sharing opportunities for Hawaii—some of
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Thus, in situations where the existing DoD or VA facilities cannot provide care,
the Departments must purchase needed care from the private sector.

There are opportunities for the VA and DoD in Hawaii to improve their
performance in clinical and business processes such as coordination of care,
utilization review, and clinical resource management. For currently purchased
clinical services in which there are high volumes, complaints about poor access,

and/or high costs, the two Systems should work together to recruit specialists to
serve the Combined Beneficiaries.

As an attempt to begin to describe the magnitude of care that is “leaking from the
system,” Mitretek analyzed outpatient indirect care for the DoD and VA in
Hawaii. The level of detail available for this report touches on the levels of
activity—but more detailed review of workload volumes would be required for
the purposes of physician planning.

Table 22: Qutpatient Indirect Care Activity by Product Line

Product Line DoD- VA - Grand.Total
Behavioral Health 14,808 602 15,410
Medical Specialty (incl. Rehab) 33,256 19,240 52,496
OB/GYN 5,074 5,074
Qutpatient Specialty 8,469 43 8,514
Primary Care 93,360 1,786 95,146
Surgical Specialty 15,330 6,170 21,500
Grand Total 170,297 27,843 198,140

Note: Much of the DoD Primary Care is provided through managed care contracts™.

When broken down by Clinical Service Line, there are some specialties in which
the combined indirect care volume of the two systems might be sufficient to
jointly employ a physician—and thus improve access for the Combined
Beneficiaries. Due to the way the data are grouped, it is possible that much of this
“specialty” volume actually occurs in the offices of Internal Medicine
practitioners—particularly for the VA. However, the magnitude of the visit
activity in these Clinical Service Lines makes them worthy of additional research.
Some of the highest-volume Clinical Service Lines include Cardiology,
Gastroenterology, Nephrology, Neurology, General Surgery, Orthopedics, and
Dermatology, as shown in the table below.

Table 23: Outpatient Indirect and Direct Care Activity by Selected Clinical Service Llne

DoD DoD VA % of DoD % of VA

Indirect Direct Indirect VA Direct | total thatis |- total that

Service Line Volume Volume Volume Volume indirect is indirect
Cardiology 3233 | 17271 3,610 877 16% 80%
Gastroenterology 2,840 | 4,438 2,038 2,174 39% 48%
Nephrology 821 7.027 3,797 299 10% 93%
Neurology 1,550 0 848 1,378 100% 38%

2 Managed Care Support Contracts (MCSC) = Risk contracts with civilian provider networks to
complement the health care services provided in the Military Treatment Facilities.
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DoD DoD VA C % of Do | % of VA

indirect Direct Indirect . | VA Direct. | total‘that fotat that -

Service Line Volume | Volume | Volume | Volume - | indirect -l i indirect -
General Surgery 2,122 8.432 1,648 0 20% 100%
Orthopedics 3,318 | 31,806 2,474 2,143 9% 54%
Dermatology 3,163 | 10,837 350 777 23% 31%

It is interesting to compare indirect care volumes to direct care volumes in these
service lines. In Cardiology, Nephrology, and Orthopedics, it is possible that the
DoD could recapture their volume without additional providers, because indirect
care activity accounts for 16% or less of the activity. For the VA, however,
indirect care accounts for 54% or more of the volume in all of these specialties
(recall, however, that the specialty volumes for VA include activity that may have
occurred with an Internal Medicine doctor). The Combined Beneficiaries
purchased over 5,000 visits in Gastroenterology—sufficient volume to jointly
employ at least one physician.

Much of the DoD activity is likely to be TRICARE for Life, meaning patients
over 65 in this category. Overall, 22% of DoD activity is over age 65, but
between 24% and 55% of the activity in the Clinical Service Lines noted above is
for patients over age 65.

It is also interesting to see that the DoD is purchasing a high volume of care in
Mental Health and in Rehabilitation—traditionally two areas of VA clinical
excellence. It could be worth evaluating whether the VA has capacity to serve
some DoD beneficiaries in these two specialties.

Table 24: DoD Outpatient Indirect Care Activity

Mental Health 14,808
Rehabilitation 19,431

Overall, the outpatient indirect use rate of visits per 1,000 enrolled population is
836 for the DoD and 940 for the VA. The VA indirect care use rate is more than
60% larger in Hawaii than the other two markets. Of note, for inpatient activity,
the indirect inpatient admission use rate per 1,000 enrolled beneficiaries was 8.4
for DoD and 11.7 for VA. The VA inpatient use rate is almost four times higher
than in the other Markets, but the DoD use rate is only 1/3 that of the other
Markets. Given the Hawaiian geography, one would expect to see lower indirect
care rates than in other Markets since the majority of the beneficiary population in
Hawaii lives near the Federal facilities (making access easier) and there are fewer
alternatives for private care on the other islands.

If the two Departments work closely to analyze the volume and type of indirect
care activity, they might consider joint recruitment in key specialties. As will be
discussed in the next section, there is opportunity for DoD and VA in this Market
to enhance their collaboration in business processes and leadership/governance.
Physician resource management is affected by both of these domains of
collaboration and could serve as excellent next step in coordination of efforts.
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344

Findings from the Assessment of this Market along the Relationship
Continuum Grid

Background

Mitretek found the examination of the Hawaii Market to be highly
instructive in understanding the many dimensions (opportunities and
challenges) of collaboration and in aiding the evolutionary development
and application of the Study methodology. These dimensions are briefly
described below.

The Hawaii Market has a history of VA and DoD sharing over a period of
decades. Significantly, a close physical and organizational bond emerged
in the mid- to late-1990s, when the VA needed to replace obsolete
facilities at its downtown Honolulu locations and gain better access to
inpatient and specialized care for veterans. VA moved to the Tripler
Army Medical Center site. VA and DoD cooperatively developed four
major capital projects: the Ambulatory Care Center (ACC), the Center for
Aging (CFA), a Parking Garage, and a lease arrangement that placed VA
administrative functions in an entirely renovated wing (E) of the hospital.
This transition has been hailed as a major accomplishment and is credited
with saving tens of millions of taxpayer doliars (compared to the
alternative of building separate VA facilities in other locations).

At the time of their first site visit, Mitretek learned of many organizational
accomplishments that have occurred in recent years. For example, the VA
and DoD have jointly developed a master sharing agreement, which
affects more than 25 distinct functions (annexes) and describes policies
and procedures used to manage the arrangements. Interviewees frequently
cited examples of existing successful sharing arrangements, including:

* Emergency Room

e Inpatient Medical Surgical Care (including shared use of hospitalists)
Inpatient Psychiatry

Dietetics

Physical plant —housekeeping, security, and plant maintenance

The active development of a shared Telehealth program (called The
Pacific Telehealth Hui)

Tripler and VAMROC officials maintain records on sharing activities and
noted that, in 2002, reimbursement exchanges between the two
organizations totaled approximately $18M for medical care and $15M in
administrative services. These are significant amounts, but relatively
small in comparison to the $349.9M cost of care rendered to Combined
Beneficiaries within this Market.

First Round Site Visits

Interviews during the first site visits also surfaced a number of issues,
concerns, and challenges facing VA and DoD staff as they attempt to
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address the broad subject of sharing within the Hawaii Market. Examples
of these include:

o IM/IT incompatibilities top the list of barriers for almost everyone.

e Apparently high levels of support for collaboration at both the
national and local levels, but significant breakdowns as decisions
move up the chain of command

e The need for single-point responsibility

e Lack of access to invest in collaborative initiatives and the need to
pool financial savings 1o support other initiatives

e Significant gap between national, regional, and local leadership (and
the front line) related to vision, strategy, and expectations

» Major differences in the use of language/terminology — Is the goal to
cooperate, integrate, consolidate? What do these terms really mean?

o Mixed feelings re: whether momentum has been lost (“feeling stuck”)

¢ Different views re: how the relationship should be structured

Strong views on the impact significantly different “missions and

cultures” of the two organizations have on collaboration efforts

Much too much time pursuing authorizations and reimbursement

Huge need for common policies and standards

Different medical staff and credentialing processes

Frustrations with the lack of a useful and comparable data base

The site visit also revealed that, while there were examples of demand and
supply imbalances, most individuals regarded these as peripheral to the
other, more compelling sets of issues noted above.

The interview process uncovered more than 50 opportunities that may be
pursued. Details of these are found in Appendix 4 — Attachment 11. Some
of these relate to continued action or improvement on things that Tripler
and VAMROC are already doing; others relate to ideas being planned or
in process (such as development of ways to integrate product lines within
the Department of Medicine). Interviewees identified many ideas on new
actions or activities that the VA and DoD could pursue in the future. (The
critical questions on the table were: Which of these initiatives should be
preserved? Who is making these decisions? Who is going to be held
accountable?)

The field visits further emphasized that VA and DoD officials on the
Islands are interested in exploring completely new paradigms for
improving their relationships, and in serving common patient needs
throughout the Western Pacific region. Moreover, leadership had already
conducted a planning retreat that described a proposed vision or “end
state” that would make Tripler and VAMROC into an “integrated
academic health care system” with one budget, one information system,
one graduate medical education program, one research program, one
logistic system, and one standard of care. Additionally, leaders of the two
organizations wished to develop plans to explore, develop, and fund these
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notions. VA and DoD officials hoped the Joint Assessment Study would
help to move their organizations forward in these endeavors.

Application of the Collaboration Framework to the relationship between
VAMROC and Tripler highlights many complex issues in the domains of
collaboration. These include:

Patient Care/Clinical Workloads — The assessment involving Tripler and
VAMROC indicated that the two organizations are largely Connected for
outpatient services and Integrated for inpatient services. Participants
emphasized that further drilldown of patient care activities by Clinical
Service and/or Product Line is possible and would be necessary to depict
an accurate picture of the relationships that exist within the patient care
domain. Moreover, patient care and clinical workload issues are often
“constants” in any sharing initiative because they are the motivating force
behind most ideas. In a sense, the other collaboration domains are all in
service of this domain when talking about the common patient care
mission of the two organizations.

Facilities — Participants described their facilities as Connected, but not
Integrated, which reflects how the facilities were developed. Clearly,
acquisition of certain equipment and development of facilities should
continue to proceed from joint capital planning.

Staffing — DoD and VA leadership speak of staffing collaboration as
Integrated, citing many examples like the joint hospitalist program. At the
same time, concerns about recruitment and retention of scarce physician
and technical/professional services prompt leadership to recognize that
collaboration on staffing can be greatly improved and will require detailed
attention to human resource policies, procedures, and practices.

Business and Clinical Processes — Participants assessed these processes
as, at best, Coordinated. For the most part, they are different and
supportive of the separate work of the two organizations, reflecting
entirely different accounting, fiscal, admission/discharge, medical records,
and utilization management systems. Actions to improve collaboration in
this domain should be a primary focus of the forthcoming Smith
Amendment demonstration project.

Management and Governance — Participants rated the Management and
Governance relationship as Coordinated, noting that VA and DoD already
have two layers of structure in place: an Executive Management Board
and a Joint Venture Steering Group. Generally, participants regarded
historical organizational relationships as too often focused on
reimbursement matters. They found the Joint Assessment Study process
(both quantitative and qualitative) helpful in orienting the teams to longer
range strategic matters as well as in dealing with ongoing daily operational
concerns.
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JM/IT — Participants scored this area as Coordinated, although most
participants are highly critical of the lack of interoperability between
information systems at the local level. While attainment of this objective
will flow from national IM/IT initiatives, the two departments expect to
continue to devise ways to communicate electronically in as many areas
and activities as possible.

Logistics — The participants scored this area as Coordinated. Further
collaboration in Logistics is regarded as dependent on national direction.

Education and Training — Participants scored their relationship in this
domain as Connected, citing shared access to education programs and use
of classroom facilities. There are attempts to collaborate on GME efforts,
but the programs are largely distinct. Most parties see advantages in
improving the triangular relationship between the VA, DoD, and the
University of Hawaii.

Research — Both the VA and DoD have active research programs, which
are Separate; each has its own funding sources (which tend to follow
different protocols). The Systems completed a study that addresses the
possibility of developing a joint biomedical research facility on the Tripler
campus.

The table below summarizes the status of the VAMROC-Tripler
relationships in a Relationship Grid.

Table 25: Tripler and VAMROC Relationship Grid
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3.4.5 Recommendations for the Hawaii Market

| Mitretek recommends that the two Departments work together closely to
| analyze indirect care activity—especially in specialties where the
combined volume could justify joindy employing a specialist.

During the site visits, the DoD and VA both expressed need for additional
specialists—particularly in Gastroenterology, Cardiology, and Dermatology. The
Indirect Care analysis underscores the need to collaborate in physician
recruitment and employment in these specialties. The two Departments should
work closely together to analyze the volume and type of indirect care activity and
determine in which specialties the combined indirect care volume could justify
joint employment of a specialist, such as a Gastroenterologist. This is particularly
useful if DoD wishes to recapture the volume of TRICARE for Life beneficiaries.

| Mitretek recommends that the two Systems examine provider capacity
levels in most specialties to determine whether there is excess provider
capacity in either System.

For most specialties, the two Systems should first determine whether there is
excess provider capacity in either of the Systems. For example, if DoD has excess
capacity in a specialty, it should first attempt to recapture “leaking volume™ to use
up its capacity. If, after recapturing volume, some excess capacity remains, VA
could take advantage of this opportunity to reduce fee-basis care.

Likewise, the Systems should identify and describe DoD indirect care activity for
Mental Health and Rehab and determine whether DoD direct care system has
capacity to recapture the purchased services. If so, the DoD should encourage
beneficiaries to use the direct care system. If not, the Systems should determine
whether VA has capacity to support some of the DoD)’s needs.

Mitretek recommends that the DoD and VA together evaluate whether
.i jointly emploving specialists will help equalize availability and access.

Because of the dynamic nature of the deployment of DoD specialists, Mitretek
recommends that DoD and VA together evaluate whether jointly employing
specialists will help “even out” availability and access.

Mitretek recommends that, using the Collaboration Framewaork. the two
Systems continue to pursue the 50 plus opportunities identified during the
site visit.

— 1 L]

However, these efforts need to proceed in an orderly, systematic, and information-
driven manner. Leaders of both organizations must remain visionary and
revitalize formal joint strategy, business, and facility planning efforts.
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FINDINGS & RECOMMENDATIONS FROM RESEARCH AND FIELD WORK

As noted in previous sections, Research and field work has been an integral part of the
design and execution of the Joint Assessment Study. Mitretek recommends that any
other Market Assessments performed based on this methodology include Research and
field work. Specific findings, and the exact manner in which they will be applied, should
be tailored to the unique circumstances of those markets.

Any such future studies must consider historical trends and the current forces that are
driving change. The perceptions of the involved individuals will inform the parameters
of important issues and will greatly assist in setting the stage for change in any market.
Described following are findings and recommendations stemming from the research and
field work conducted as a part of the Joint Assessment Study.

4.1 Nature of Sharing Opportunities

The sharing legislation authorizes VA Medical Centers (VAMCs) and DoD's MTFs to
become partners and enter into sharing agreements to buy, sell, and barter medical and
support services. The law allows for the head of each medical facility (of either agency)
to enter into agreements, and mandates that VA and DoD headquarters officials review
the proposals for final approval.

Historically, VA and DoD sharing activities have fallen into one or more of three
categories:

e Local sharing agreements, which allow VAMCs and MTFs to exchange health and
support services to maximize their resources;

e Joint venture sharing agreements, which aim to avoid costs by pooling VA and DoD
resources to build new facilities or to capitalize on existing facilities; or

e National sharing initiatives, which identify and implement interagency initiatives on
a national scale. For example, VA and DoD have collaborated on the joint
purchasing of pharmaceuticals, laboratory services, medical supplies and equipment,
and other support services.

4.2 Organization and Reporting of Sharing Activities

As required by the Sharing Act, VA and DoD report annually to Congress on the status of
DoD/V A sharing. The VA maintains a joint sharing database of sharing agreements,
which has been used as the basis for reporting on these relationships.

Since 1997, the DoD/VA Joint Executive Council—and more recently a sub-council of
this group: the DoD/VA Health Executive Council—has provided coordination and
operational oversight of these affiliation activities.

The database maintained by the VA captures all DoD/V A-recorded sharing agreements.
It details agreement information by number, DoD branch and facility, VA facility,
effective dates, and contact information. It also details agreement information by
affected service and whether the provider was VA, DoD, or both.
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e In 2002, the database referenced 622 agreements in force throughout the US (all
VISN and TRICARE regions).

e Each sharing agreement may affect one or multiple services or functions operating
within a facility. These number more than 150 different services when tallied; some
individual sharing agreements affect as many as 40 distinct services.

e Taken together, these 622 agreements affect some 6,017 services, or about ten
services per agreement.

In addition to the central DoD/V A sharing database, sharing arrangements are maintained
by each military service and by each VISN. For example, the Army Medical Department
(AMEDD) maintains and regularly reports statistical and financial information on sharing
arrangements by various Army Medical Centers. Thus, there is a wealth of data regarding
the kind of sharing relationships the leadership in any market might consider.

4.3  Increasing Pressure for Change

Figure 1 in Section 1.0, entitled Increasing Pressure for Change, illustrates major
planning processes and key studies that directly relate to the Joint Assessment Study.
These trends and studies underscore the context that DoD and VA officials must
acknowledge as they seek to move forward in strengthening their collaboration efforts. At
least one major government investigation has been conducted each year since 1999
including: the 1999 Congressional Commission on Transitiona! Assistance (The Principi
Study), a 2000 GAO Report on Resource Sharing Activities, the 2001 Assessment Report
on Sharing Activities (Eagle Study), and the 2001-2003 Presidential Task Force process
and reporting. The latter report, which has overlapped the conduct of the Joint
Assessment Study, stressed the need to address four areas of concern; provide clearer
leadership, create a seamless transition from the military to the VA, remove barriers to
VA and DoD collaboration, and address the mismatch between VA demand and
resources.

Each of these studies called for change and the adoption of principles that would foster
fundamental improvements in the manner and structures by which VA and DoD relate to
each other. A few prevailing themes, which were instructive to Mitretek in the design
and conduct of the Study, include the following:

¢ The Status Quo is unsustainable.

e Performance shortfalls-Expectations have been met at neither national nor local
levels.

e Health care collaboration and integration is inherently complex and difficult to
implement.

e Successful collaboration is fundamentally a local market phenomenon but requires
alignment at the national, regional, and local levels.

e [Effective collaboration always involves interaction of people, and is therefore
dependent on three things: leadership, trust, and communication.

Federal officials have recognized the issues raised when addressing any of the themes
noted above. In recent years, initiatives that have a system-wide impact on both
departments have begun. These include CARES, The Next Generation of TRICARE,
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current and pending legislation such as the National Defense Authorization Act (NDAA
*03) with particular reference to the Smith Amendment, and the ongoing work of the
DoD/VA Joint Executive Committee (JEC) and Health Executive Committee (HEC).

Each of these initiatives calls for VA and DoD to consider, actively plan for, and carry
out substantive collaborative activities in a wide range of subject areas including, but not
limited to: information systems, capital asset planning, financial management, and
clinical practice guidelines.

4.4 Three Levels of Sharing Opportunities (Levels I, II and 11I)

Mitretek’s field work revealed a large number of sharing opportunities worthy of pursuit
that are common to ail markets. These cut across all departments and functional entities
in both Systems. Mitretek categorized these, placing them within the nine domains and
into the context of the three levels of potential action developed by the Study team (see
Figure 8 in Section 2.4.4).

This framework provides a structure for categorizing various sharing opportunities in
three distinct levels.

Level 1 (Opportunistic) sharing opportunities represent activities that mostly
focus on logistics, staffing and business and system processes and/or
improvement of sharing activities currently in place. Characteristics of Level 1
sharing opportunities include:

Existing sharing activities; (refine and improve)
Largely invisible to the patient

Locally managed

Easiest to accomplish

Recognizing that major barriers exist (such as lack of integrated information
management systems, billing and coding procedures, and reimbursement issues),
Level 1 activities tend to be local and opportunistic. Many DoD and VA facilities
have found temporary local solutions to these major barriers in order to sustain
existing sharing activities. National solutions to these major barriers, as discussed
previously, will enable increased sharing activities and will free up resources
currently engaged in “bridging” disparate business and clinical support processes
at a local level. In the interim, improvements in current structures, even if
temporary, should continue for those facilities that are engaged in or are
contemplating expansion of sharing initiatives

Level 1 sharing opportunities cut across all nine domains in the Collaboration
Framework, as displayed in Table 26, below.

Level IT (Actionable) Sharing Opportunities also cut across all 9 domains;
however, these often involve movement of patients (patient care domain) or
development of patient care facilities (facilities domain). Characteristics of Level
1I sharing opportunities include:

o Implies moving patients to facilities or modifying facilities to
accommodate expansion of services
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o Implies capital cost/investments
¢ Harder to accomplish

Level II Opportunities, such as the redistribution of care sites, represent
significant challenges to local and regional markets. As discussed in this Study
Report, the opportunity to consolidate care delivery between the DoD and VA is
hampered by inconsistent policies, lack of incentives, and a myriad of disparities
in mission, patient populations and the mix of clinical services within each
delivery system. As demonstrated in this Joint Assessment Study, a true “market
perspective” of the demand and supply requirements for care of the Combined
Beneficiary populations can point to opportunities for redistributing clinical
services and access points. These opportunities must also be examined from a
qualitative perspective. The Puget Sound Market example shows that access to
primary care services could be improved by re-distributing assets as well as
changing policies and procedures. The Biloxi/Guifport Submarket example
demonstrates potential improvements in quality and cost by combining select
inpatient services. Redistribution of existing care implies potential consolidation
of select services, opening new or closing existing access points, and focusing on
improvements in the sharing of specialty services.

Another example of a Level 11 activity is in the provision of Behavioral Health
services. Both organizations provide outstanding Mental and Behavioral Health
services as part of the clinical services core. The VA has an outstanding
reputation for advances in Behavioral Health and, in fact, spends a significant
portion of its health care dollar treating veterans with Behavioral Health issues.
The DoD has very robust Mental Health, Family Advocacy, Social Services,
ambulatory and inpatient Behavioral Health services. There are compelling
reasons for each Department to maintain separate and distinct Behavioral Health
services, depending on the requirements of the patient; however, there are also
certain services that could be combined at a local market level to provide a
uniform benefit to the beneficiaries. Inpatient Mental Health, as demonstrated in
the Hawaii and Gulf Coast Markets, can benefit from combined resources and a
more unified service offering.

Both the DoD and VA have established special clinical programs (formerly
called Centers of Excellence) for concentrating resources, education and training,
and facilities in highly specialized centers. Examples include Spinal Cord Injury,
Traumatic Brain Injury, Post Traumatic Stress Disorder, Cardiovascular and other
sub-specialty programs. Recruitment and retention of specialized providers,
special equipment requirements and generally high unit costs have compelled
each Department to concentrate these services. Additionally, the volume of
patients requiring many of these highly specialized services is not sufficient to
develop programs in every facility within all markets.

Currently, reimbursement issues provide a disincentive for the two Departments
to collaborate in special clinical programs. GME and other requirements also
impact decisions regarding the establishment and/or placement of such highly
specialized services. In many cases, the low volume of patients in these centers,
particularly patients requiring inpatient care, prohibit the individual programs
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from achieving cost efficiencies. These programs are constantly scrutinized for
opportunities to reduce costs and/or eliminate duplication within a given market
or geography. As such, efforts to redistribute these care sites can be examined
using methodologies like those presented in this Study.

Level I11 (Transformational) sharing activities are difficult to achieve and yet
have the highest potential impact on cost, quality and/or access to care. Examples
of Level 11 sharing opportunities include: development of interoperable IM/IT
systems and common medical records, single governance and management within
defined market areas, unified GME and research programs. Additional Level III
examples are displayed in Table 26. Other characteristics of Level 1l
(Transformational) sharing opportunities include:

Major policy changes required
Imply direction and guidance from National Headquarters
o Highest degree of difficulty

The following table displays examples of sharing opportunities derived from this
Study. Although there are level 1, 11 and III components to almost all sharing
opportunities, the table below categorizes the opportunities into their primary
levels.

Table 26: Common Opportunities for Sharing within the Domains of Collaboration

Domains of .
Collaboration Examples of Sharing Cpportunities Level

Patient Care I
I
I

Develop common health promotion and prevention programs
Develop coordinated home care programs
Develop ¢coordinated telemedicine programs

Develop uniform clinical practice guidelines 1
il

11
11
11
I

Share audiology services

Create joint hospitalist program

Develop joint ambulatory surgery programs

Coordinated mental health services and substance abuse programs
Develop comprehensive long-term care program

Create joint substance abuse program

Develop coordinated special clinical programs (e.g., cancer
management, cardiology)

Consolidate inpatient medical service programs
Coordinate placement of primary care centers 1l

Offer integrated clinical programs — all specialties Il

Develop shared Family Practice Residency program {11

Fgcilities Share library space

Share education space o
Share available clinical space o R - I
Construct a joint ambulatory care center EERCS DRt 1

Construct or renovate building for long-term care services .+ .= 11

Consolidate ancillary services (e.g., radiology) S I
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Domains of
Collaboration Examples of Sharing Opportunities Level
Staffing ®  (Coordinate recruitment and retention activities 1

®  (Create joint “float™ pools I

®  (Coordinate home care program staffing !

®  Assipn staff to cross-program/facilities I
Clinical and &  Develop coordinated QM/QI functions 1
Business ¢  Develop unified utilization managgméﬁt'pfograms 1
Processes ®  Develop useful Balanced Scorecard metrics -1

e  Coordinate billing systems ' |

®  Coordinate benefits eligibility -

®  Coordinate HR policies, particularly pay scales 111
Governance and ¢ Egablish coordinated, uniform approach to dealing with local I
Management community hospitals

®  (reate a local joint planning office 1

®  Creale single governance infrastructure Il

®  Develop joint management teams 11
IMAT ® Institute joint procurement of IT systems (software and hardware) n.

® Develop interoperable IM/IT systemn’ . S

- ®  Develop uniform medical record system -1

Logistics #  Implement joint transportation services I

®  Share housckeeping services I

®  Share laundry services 1

&  Share engineering and maintenance 1

& Jointly investigate acquisition of new lechnology ||

®  [nstitute joint procurement of medical equipment 1

®  Offer single DoD and VA pharmacy formulary m

®  Joint procurement of supplies (national contracts) 111
Education ®  Coordinate training and education programs 1

®  Develop coordinated Residency programs I

®  Create unified GME program 1
Research ° I

.

.

.

.

Seek funding for joint research projects

Share research space

Coordinate research activities with GME programs
Develop shared guidelines for principal investigators

Establish uniform research protocols

11
11
111
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4.5 Recommendations from Research and Field Work

The following recommendations flow from the research and field work conducted as part
of the Joint Assessment Study. Mitretek recommends the following “next steps™ for
consideration by the HEC:

i
| 1. Use the findings from the research, field work and application of the Study
| methodology to identify promising opportunitics for sharing.

A significant message from the research and field work indicates that past sharing
efforts have been “reactive” in nature, without reference to an overall construct
for sharing.

i-J

Consider adopting the Domains of Collaboration and Level T, II. and 111
construct presented in the Joint Assessment Study as a way to resolve
concerns from the field regarding the tension between local initiatives and
national mandates.

Interviews with both national leaders and representatives in the Study Market
areas revealed a disconnect between the needs, expectations and decision-making
requirements at various levels within both the DoD and VA.

Use quantitative methods developed in the Joint Assessment Study to address
Level I and 1l opportunities.

| 3
|

These quantitative tools can be extremely useful in verifying the dimension of an
opportunity, informing its resolution (e.g., Level II opportunities highlighted in
the TAS), and produce additional metrics for measuring the success of future
collaborations.

Proceed with development of joint planning efforts at a market level. Include
in these efforts strategic. business, operational and facility planning in order
to implement sharing or collaboration ideas.

Collaboration efforts must be sustainable in order to overcome inherent
challenges related to trust, communications and changes due to leadership
turnover.

5. Use the findings from the Joint Assessment.Study to inform other government
inidatives. including the VA CARES process. Smith Amendment
demonstration projects. and changes in TRICARE operations.

v e ]

Members of the Joint Facility Work Group of the HEC and representatives from
the Study Markets indicated that the methodologies used in the Joint Assessment
Study will be useful in continued joint DoD and VA initiatives.
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5.0

FINDINGS & RECOMMENDATIONS FROM THE STUDY METHODOLOGY

Section 3.0 of this Report discussed the application of the Study Methodology in the three
Study Markets. This final chapter summarizes several lessons learned, and makes
general recommendations regarding the methodology (including both quantitative and
qualitative dimensions) and its overall application in the Study.

Mitretek learned that both quantitative and qualitative issues must be assessed. The
quantitative and qualitative aspects of the methodology are interdependent, leading to a
holistic approach and methodology. The quantitative analysis can identify promising
opportunities for increased sharing and collaboration by showing the “numeric” impact of
rationalization or redistribution of access points and providers. While the quantitative/
numeric outcome might appear quite desirable, it might not be completely feasible due to
the numerous mission, policy, infrastructure, and organizational culture issues that raise
practical barriers to implementation. The quantitative analysis demonstrates the numeric
impact of an option and the qualitative analysis addresses the organizational impact and
readiness for change.

1
Mitretek recommends that future sharing Studies recognize the value of a holistic
approach, balancing the rigor of a quantitative analysis within the reality of a
| qualitative framework.

5.1 Quantitative Issues

5.1.1 Data Acquisition and Qutput

This Study used patient-record-level detail as a major component of the Data
Repository. This yields several challenges, including the enormous size of the
requested data files and patient confidentiality issues. If this Study methodology
is repeated, the project timeline should consider that the size and confidentiality
issues will result in Jong lead times to obtain the data.

| Mitretek recommends that subsequent Study teams obtain the national data
J before embarking on site visits.

Further, the data itself requires filters, assumptions, groupers, etc., in order to
convert record-level detail into valuable decision support information.
Considerable expertise in database management and health care planning is
required—as well as familiarity with the structure and contents of the DoD and
VA datasets—to accomplish this task.

| Mitretek recommends that future Studies continue to use a multi-
; disciplinary team of database management and health care planning
| experts.
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The Study team needed to extract data from the Data Repository for multiple
analysts who were studying different aspects of the Markets at the same time. To
meet this need, Mitretek created a Decision Support Tool based on data extracted
from the Oracle database (and dropped into Pivot Tables in MS Excel). Mitretek
quickly realized that this tool had enormous potential to assist the health care
planners in the Departments.

| Mitretek recommends that the Pivot Table tool be further developed as a
user-friendly decision support tool.

5.1.2 Significant Data Integration Is Required

The Study utilized over 15 datasets and 55.6 million records. Costs, inpatient
volumes, outpatient volumes, indirect care, FTE’s, enrolled beneficiaries, etc.,
each have different nomenclature and are measured differently between the two
Departments. The ability to overcome this obstacle is a major accomplishment.

There are commonly used “groupers” for categorizing DRGs, ICD-9s, and CPT
codes to product and service lines. Unfortunately, the groupers for each of the
different kinds of workload data use different structures and hierarchies. Some
data (particularly CPT level) are at too granular a level to use as encounter-level
workload. In order to view the clinical activity from a marketplace perspective
and to compare activity between the two Departments, a mapping of the hundreds
of MEPRS codes and VA work units to a common set of clinical service lines and
product lines is necessary. The Product and Clinical Service Line “Crosswalk”
developed for this Study was an invaluable tool for and contribution to the
analysis. It allowed the Study team to map inpatient activity, outpatient activity,
indirect care, and FTEs to a consistently defined set of Product Lines and Clinical
Service Lines.

Mitretek recommends that the two Departments review and agree upon a
Product Line and Clinical Service Line Crosswalk prior to assessing
| another Market.

The electronic data from the DoD and VA were for the fiscal years 2002 and
2000. The site level data (mostly non-FTE supply data) were obtained via survey
and site visits, and were for the year 2003. The analysis is based on a “snapshot
in time,” and cannot take into account the dynamic nature of health care delivery
in general, and the policy changes affecting the DoD and VA in particular.

Some of the site staff in the Markets viewed the national data as unreliable, due to
inconsistencies in reporting by individual facilities. For example, the sites
perceive that the MEPRS FTE data does not accurately reflect the true allocation
of the providers’ time. Nonetheless, a data-driven methodology must use data.
The data contained in the datasets used are presumably the best data available for
these kinds of analyses—especially as the purpose of this Study is planning and
not detailed operational analysis.
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The Data Repository and the assessments in this Study provide a unique and
valuable snapshot of the marketplaces from the perspective of the Combined
Beneficiary. As with any analysis, many assumptions must be made in order to
sain useful decision support from the data. The Report should be considered an
excellent high-level planning tool, and a starting point from which to begin “field
testing” before undertaking any actions based on the analysis.

Mitretek recommends that the Departments strive to improve the reporting
of data such that DoD and VA staff will more readily accept analyses
based on those data.

i
!
i
[
]

5.1.3 Demand and Capacity Conversion Factors Are Required

In order to determine where current and future imbalances between the demand
and the supply in a particular market exist, it is important to convert demand into
encounter-level workload data and convert supply counts into capacity. In most
cases, the datasets have data at the workload level, sufficient for comparing
demand 1o capacity. For example, Bed Days of Care is a workload-level unit
against which one can compare capacity (either inpatient beds or FTE’s) to
support that workload. However, should the Departments wish to compare
demand to capacity in some of the ancillary services, such as surgery or imaging,
it is necessary to convert the data provided (at the MEPRS, Work Unit, CPT,
ICD-9, or DRG level) into “cases” in order to compare demand/workload against
the capacity to provide it. This Study developed initial “Demand Conversion
Factors™ to facilitate such an analysis in the future.

As stated elsewhere in this Report, supply is not the same thing as capacity. It
was necessary to create “Capacity Conversion Factors” to convert, for example, a
primary care provider into the capacity to provide primary visits. This Study
developed an initial set of factors—based on DoD, VA, and/or Commercial
standards—to convert supply into capacity. Although only a few factors were
used in the base analysis, one deliverable with this project report is an initial set
of standards that can be evaluated for use by both Departments for the purposes
of capacity planning. The Departments may not agree with the factors used in
this Study, and achieving consensus between the Departments on a common set of
factors will be a complicated task. The Capacity Conversion Factors in this Study
provide a “head start” on what will be a necessary tool for future sharing studies.

j
| Mitretek rccommends that the two Systems individually develop common
| measures for resource planning.

The process begins by clearly and consistently defining the measures and inputs
(e.g., “an FTE is 2080 hours”, “an Available Bed is one that can be converted into
use within 72 hours”, “the measure will be cases per OR rather than procedures
per OR”™) within each System. Ideally, the two Systems would develop common
definitions for the measures and inputs. Then, realistic standards for each System
must be developed. For example, the DoD could have a different standard for the
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5.2

number of annual visits per provider than the VA if there are obvious reasons why
the DoD productivity and VA productivity would be different. When possible,
the standard should be developed at the lowest common denominator (such as
visits per hour, rather than visits per year), as this will allow for better cross-
referencing of the standards between the two Departments. This will also allow
future assessment studies to measure capacity and plan resources in consistent and
meaningful ways.

Mitretek recommends that DoD and VA officials continue to develop and
refine the quantitative methodologies used in this Study. with particular
attention to addressing and resolving the following issucs: Data
Acquisition, Data Integration, and Demand and Capacity Conversion
Factors.

Use of the Collaboration Framework

The Collaboration Framework is a highly useful and generally well-received means of
addressing the complex dynamics experienced by those responsible for carrying out
collaboration and sharing activities. 1ts appeal seemed to rest in its elegant simplicity in
helping Market representatives to view complex material, yet probe ways to apply and
consider taking action.

Feedback on each of the four elements of the Collaboration Framework is described
briefly below.

The collaboration continuum proved useful in addressing problems of language and
terminology which had been continually raised in the interviews and alluded to in
some of the studies reviewed. The continuum shows levels of collaboration
(Separate=> Coordinated - Connected-> Integrated—> Consolidated) along with
proposed definitions, which enabled participants to both understand and visualize the
varying degrees of possible collaboration.

The domains of collaboration was helpful in describing the major elements of
collaboration. Field participants suggested use of the terms enablers and disablers to
describe the vitality of these concepts when addressing the subject of collaboration.
Several participants noted that most activities conducted within a hospital or health
care setting could be grouped in to one or more of these categories. Others noted that
actual language and descriptive use of such terms could be subject to interpretation,
and Janguage changes may be appropriate to a specific set of circumstances.

The use of the gold standard helped 1o underscore the value of thinking about these
domains as a “pulling” force toward a common vision, rather than merely to address
problems to be solved. Most authoritative sources on organizational behavior state
that it is more effective for an organization to pursue compelling goals than to focus
on problem avoidance, detection, and solution. Moreover, the reference to ideal
standards greatly helped in facilitating discussions regarding reasons that
collaboration on a particular topic might be important. Reference to the gold standard
provided a frame of reference for assessing where an organization might be placed
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along the continuum and enabled participants to discuss the merits (and demerits) of
increasing the levels of collaboration.

e The application of the relationship grid was an effective exercise in each of the
second site visits. Its greatest utility lies in the recognition that the nature and degree
of collaboration that is appropriate for any market or designation of facilities will
vary. Variations will occur based on the type of service or function being considered
and the unique circumstances of the market and set of facilities being examined.

Most of the assessment discussions revolved around the use and application of the
elements of the relationship grid, as discussed below.

Patient Care/Clinical Workload

The patient care/clinical workload category evoked a lot of discussion in each of
the second site visits. Examination of this domain clearly highlighted the value of
undertaking a collaborative endeavor in the interest of patient care. A profile of
clinical workload answers the question “What business are we in?” and
underscores the value of having a commonly accessible data repository. It is
helpful to have access to a side-by-side quantitative profiling of the departments
or service lines, which provides a fact-based platform from which to address
collaborative patient care initiatives.

The existing or desired degree of collaboration within the domain of patient care
will typically vary by inpatient versus outpatient, and certainly by Product Line or
Clinical Service Line.

Facilities and Equipment

Discussions concerning the domain of facilities and equipment focused on the
geographic distance between two or more facilities. The “availability” (of space
and equipment) and the physical and functional condition of affected buildings
and departments highlight the need to undertake extensive levels of facility
planning. Participants noted that facility-dominated collaboration is generally
considered when a major capital asset is required.

Big payoff is possible in this domain. Tens of millions of dollars have been saved
by the DoD and VA based upon the decision that beneficiaries of one System can
use the acute care services of the other System or that an ambulatory care facility
of one System could be co-located on the acute hospital campus of the other.
Examples of these advantages have been experienced in each Market (and
particularly in Hawaii), and promise to be more important in the future as each
Department makes capital asset decisions.

It is expected that both VA and DoD will continue to emphasize the domain of
facilities collaboration in the future. Participants pointed out the greater value of
planning a new facility together (it is more effective and easier) rather than
attempting to “undo” an existing set of facilities.
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Staffing

The domain of staffing and the broad subject of allocating human resources can
have a significant impact upon both the need and the ability to collaborate —i.e., it
can be a driver or it can become a barrier. Participants pointed out that the extent
to which scarce talents are shared, integrated or otherwise coordinated represents
one of the best ways to help deliver patient care and affected support services.
This is particularly important when considering the many serious staffing
shortages that plague VA and DoD care providers throughout the nation.

On the other hand, participants consistently stated how important it is to
understand some of the key variables within both Systems that impact the access
to staff and the capabilities of staff. For example, the readiness mission of the
DoD, and the DoD policy of transfers approximately every two years, have a
significant impact on local staffing nceds. Additionally, VA physicians’ and
clinical staff’s lack of experience with delivering babies or caring for very sick
children is a reality that may bound collaborative possibilities.

Different pay scales and/or union contracts also greatly influence staffing
challenges. Discussions around staffing issues alone highlight how critically
important well-established patterns for ongoing communication are.

Business Processes

The domain of collaborating on business and clinical processes addresses the
importance of having smooth and efficient handling of clinical, administrative or
support functions affecting inter-organizational transactions. Site visit
discussions confirmed that developing other forms of system integration (e.g.,
IM/IT) without integrating business processes, can present a significant barrier to
achieving expected efficiencies and cost savings. Site visit feedback also
suggested that clinical processes have both patient care and business process
implications.

The potential list of sharing examples and opportunities within this domain is long
and varied. Most reengineering projects undertaken within health care facilities
focus primarily on business and clinical processes. Sometimes it is difficult to
measure precisely the impact of these processes; however, both staff and
beneficiaries often describe these processes as the determinants of efficiency. A
business or clinical process collaboration can be very helpful in addressing a
particular process (such as utilization management or provider credentialing), but
it needs to consider other domains.

Management & Governance

The management and governance domain engendered much discussion in the
second site visit work sessions. Participants emphasized that leadership is a
driving force in inspiring and bringing about any hope of success in VA/DoD
collaboration. Structural and control issues must be framed to ensure that
direction is clear and that orderly actions can be established. Thus, management
and governance issues are of central importance as enablers of effective
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collaboration. While there is debate about whether management and governance
issues should precede or follow the development of collaboration plans, there is
no doubt that a concept of rigorous joint planning is needed at all levels of the VA
and DoD. There is evidence that these processes have begun, both nationally and
in each of the markets, and they must continue.

Information Management/Information Technology

During local site visits, the lack of integrated information systems was
consistently identified as one of the major barriers to substantive integration of
services. Major investment of capital dollars will be required to address the
problem in order to garner the needed support for system integration efforts.

Most authoritative inquiries on the subject of health care services (and every
interview that Mitretek conducted in every facility) pointed to effective
information management and integrated information systems as the single most
important enabler to the safe and efficient delivery of care and to effective
operation of administrative support activities. Achieving this goal, within the
context of integrating the services of two separate organizations which have
evolved in different ways over many years, clearly requires an evaluation of the
opportunities for integrating both hardware and software systems at national,
regional, and local levels. The need for easy access to both clinical and business
information affects everyone in both Systems: clinicians, executive personnel,
employees throughout the organization, and patients. IM/IT accessibility can
cither “make or break™ the success of many collaborative activities.

The newly formed VA-DoD Joint Strategic Planning initiative identifies
integration of information systems as one of its primary strategic goals. This
written strategic plan states the intention to “Enable the efficient sharing of
beneficiary data, medical records, and other information through secure and
interoperable information management systems.”

Logistics (including Pharmacy)

VA and DoD participants in each Market pointed to the inherent logic in pursuing
collaboration when managing the logistics of a health care enterprise. After all,
both Departments must acquire and manage very similar supplies and equipment
in carrying out their patient care duties. Yet, there are difficulties in dealing with
multiple contracts and vendors, many of which are established nationally. The
need for action is longstanding, and numerous activities are underway nationally
to improve procurement and acquisition processes, establish standards for
purchasing goods and services, and leverage favorable pricing capabilities.

A particular area of focus has been the desire to develop a common
pharmaceutical formulary and apply it in ways that may mitigate the
extraordinary cost of drugs commonly used by VA and DoD beneficiaries. The
introduction of robotic pharmacies at both DoD and VA facilities provides a solid
platform to support such goals.
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Education

The domain of education was discussed in a number of ways in each site visit.
Education is regarded as an area worthy of collaboration, despite differences
between the two Departments.

The subject of GME was subsumed under this category and many participants felt
that the force of GME within both organizations was so strong that it should be
separately investigated as a distinct category within each market. Discussion
often focused on the perception that the affiliations VA has with medical schools
are (usually inflexible and) very different from the GME mission within the
military. However, the military physicians’ need for clinical volumes, which are
often present within the VA environment, presents a rich opportunity for
collaboration.

Research

The domain of research has strong potential for greater collaboration. Both
organizations have strong research agendas, particularly at a national level.
However, due primarily to different funding and research protocols, collaboration
in research activities is relatively sparse. Many participants involved in the Study
see collaboration in the rich and robust research activities as an untapped treasure
that could greatly strengthen quality of care outcomes.

5.2.1 Recommendations

| Mitretek recommends that the two Systems use the Collaboration Frame-
| work in other markets, as 1t can be replicated or modified as appropriate
and applied to any markel.

The Collaboration Framework allows for a commonly understood visual and
language-specific frame of reference to discuss either current or desired models of
organizational relationships. It implies that relationships are fluid and dynamic.

Reference to the Collaboration Framework may be less threatening to those
involved when they are able to visualize and comprehend an appropriate pattern
or level of relatedness that will be useful to their organizations. The framework
leaves room for the possibility that "effectiveness” can exist within any of the
domains of relatedness within the relationship grid. As such, a “snake diagram”
may in fact be the optimal way to portray relationships between VA and DoD
organizations on a collaboration grid.

Simultaneously, the framework can be improved upon by expanding on its use by
each clinical service within the domain of patient care. GME should also be
expanded and given special consideration because of its importance in most
markets.

The framework concept lends itself to the application of metrics. Metrics can be
applied to inform the degree of relatedness that currently exists within any of the
domains of collaboration. Metrics can also be used to establish progress toward
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(quantitatively) expressed goals. In this regard, the concept could leverage the
balanced score card process with which both the VA and DoD are currently
experimenting.

53 Identifying & Assessing Promising Opportunities

A substantial part of the Study mandate was to examine collaboration opportunities
within the respective markets, using a methodology flexible enough to allow multiple
perspectives on current and future possibilities within the specific market. These
opportunities were derived from a combination of efforts involving interviews, document
review at specific sites, data analysis, and feedback discussions.

e The site briefings included documentation on sharing activities in each Market,
providing insight into the nature and extent of current efforts. The Mitretek team
Jearned about the background and nuances involved in potential sharing activities
through the interview process. Insights gained by looking at sharing opportunities for
a given set of facilities from the perspective of leadership, market activities, facilities,
and operations confirmed the many dimensions of the collaboration dynamic. These
viewpoints resulted in the compilation of opportunities that could be addressed in
different ways.

e Listing collaboration opportunities by Market (and for specific facilities) identified
the common and unique opportunities most often cited by interview participants.

e Sorting the collaboration ideas into the nine domains was useful in two ways. First, it
tested the validity of the domains as a logical way to segment opportunities. Second,
it demonstrated the strong implications of collaboration ideas on one or more domains
of activity. In the second round of work sessions, participants consistently expressed
a desire to further segment patient care and clinical workload ideas as the principal
driver in most of the options that are worthy of pursuit.

e Preparation of common “roll up” lists of collaboration possibilities informed the
quantitative examination of distinct changes that could be made in the care location or
points of access within each market.

e TFinally, the examination of opportunities within each Market allowed formation of
ideas for implementation actions available to VA and DoD officials.

Mitretek recommends that every Market adopt this comprehensive market
| assessment methodology and planning process in order to identify the range of
i opportunities open fo it.

These opportunities are not difficult to discover; they can come from almost any quarter.
The challenge is to systematically apply a holistic view in considering these
opportunities. Above all, opportunistic initiatives must be supported by reference to valid
and useful information, such as those developed in this Joint Assessment Study.
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APPENDIX A Part 1.0 -- Introduction

1 INTRODUCTION TO THE MARKET ASSESSMENTS

This Appendix includes, first, a summary of overall Study findings that can be applied to all
Markets. Second, it contains three Market-specific summaries of the findings and
recommendations assessing the Markets and applying the Study methodology. A detailed
assessment of the baseline conditions of the Market (such as population, demand, supply, and
cost) is followed by an application of the methodology to the individual markets. Finally, there
are recommendations for each Market. Each Market Assessment also has Attachments:
Opportunities, Functional Assessment, Facility Condition, and Supply Counts.

The applications of the methodology differ in their content, because each market has unique
issues as highlighted below:

e Puget Sound: This summary emphasizes access to primary care services, and uses the
methodology to demonstrate how access performance can be improved significantly by
opening new access points and redistributing capacity from facilities with surplus
capacity.

e Guif Coast: This summary is focused on the inpatient services within a particular
Submarket, and uses the methodology to demonstrate how inpatient resources can be
consolidated to achieve long-term cost savings.

e Hawaii: This summary emphasizes improving business processes and collaboration in a
Market that already exhibits a high degree of physical integration, and the potential to
recapture indirect care volume through greater collaboration in this area.

The differences noted above also highlight the flexibility and adaptability of the Study
methodology to address the particular circumstances of local Markets. During our site visits to
the Markets, Mitretek observed that, at the local level, these Markets are often perceived as being
unique and not subject to standard comparison analysis with other markets. While it does appear
true that “all health care is local”, it is also desirable that planning for the delivery of health care
services to Combined Beneficiaries should proceed from a comprehensive, data-driven,
logically-developed analytic foundation, highlighting and respecting local issues and
perspectives, but incorporating them systematically into a broader methodological context.
Mitretek believes that the results documented in this Appendix demonstrate that significant
progress has been achieved in developing this analytic foundation through this Study
methodology. The Market assessments adopt a unique perspective—that of a “Combined
Beneficiary.” A Combined Beneficiary is a current DoD, VA or dually cligible beneficiary, for
whom health care access, cost and quality would be improved if sharing and collaboration
between DoD and VA were increased. Adopting this perspective frames the Market assessments
to address the common and best interests of the Combined Beneficiaries in the Market as a
whole, rather than the potentially conflicting interests of the two delivery systems taken
separately.



APPENDIX A Part 1.0 - Introduction

1.1 Defining Markets and Submarkets

In the DoD/VA Joint Assessment Study, each Market area is defined geographically, at both a
county and ZIP code level. To the extent feasible, Mitretek used existing DoD and VA Market
definitions', i.e., a Market area in the study was the smallest geographically delimited area that
encompassed both the VA VISN-based and DoD MTF catchment-based Market area definitions.

Additionally, Mitretek subdivided the Market area into smaller geographic units—Submarkets—
for meaningful analysis. Submarkets were defined based on existing geo-political boundaries
(i.e., ZIP codes, counties), taking into account topographical features that may practically
distinguish one Submarket from another (e.g., rivers, mountains, highway patterns, efc.).

It is important to remember that the designation of Market and Submatket areas are ultimately
arbitrary; they are necessary to bound and limit the scope of the joint planning issues that the
Study is trying to frame and address. The Market and Submarket area definitions can be
expanded or contracted to accommodate changes in these issues.

In Puget Sound, the study Market area comprises 16 counties in the state of Washington,
consistent with the VA CARES “Western Washington” Market. This Market includes a total of
13 DoD and VA health care facilities (including Troop Medical Clinics in Ft. Lewis). In the Joint
Assessment study, the Puget Sound Market was divided along county lines into four Submarkets:
North Sound, Seattle, South, and West Sound. Two of these regions contain both DoD and VA
facilities; the other two contain only VA (Seattle) or DoD facilities (North Sound).

The Gulf Coast Market is comprised of eighteen (18) coastal counties, stretching approximately
240 miles from Panama City, FL to Biloxi, MS. This Market slices through VA’s VISN 16
(“South Central”) and DoD’s Region 4 (“Gulfsouth™). This Market includes 15 DoD and VA
health care facilities. The Market was divided into five geographically based Submarkets:
Biloxi/Gulfport, Eglin, Mobile, Panama City, and Pensacola. One of these markets contains only
DoD facilities (Eglin) and one of these markets contains only VA facilities (Mobile).

In Hawaii, the Study Market area comprises four counties and four Submarkets. The Submarkets
are the various islands: Kauai, Maui, Oahu, and The Big Island. This represents the DoD Hawaii
TRICARE Region and the VA Pacific Basin Submarket (excluding Guam) of VISN 21.

1.1.1 Data Collection and Integration

The initial focus was to obtain from each agency data that are centrally stored and routinely
maintained®. Data that were not centrally available were obtained from the local facilities via
pre-site visit surveys and during the site visit process. The Study approach necessitated
developing methods and techniques to insure that demand and supply data from DoD and VA
could be aggregated to permit meaningful comparisons.

1 VA and DoD define their “Market areas” differently. VA specifies geographically delimited, non-overlapping
areas—typically encompassing existing political subdivisions such as counties—within a larger Veterans Integrated
Service Network (VISN). Also typically, these Markets are “anchored” by one or more VA Medical Centers
(VAMC). DoD uses a “catchment area™ concept. The outer boundaries of a catchment area are defined by a set
distance from a Military Treatment Facility, typically 40 miles for a hospital, and typically 20 miles for an outpatient
center.

2 Details about data collection is found in Appendix B.
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A major contribution of this study is the ability to analyze a common DoD and VA marketplace
made up of Combined Beneficiaries. This is made possible partially through the development of
a Product Line and Clinical Service Line Crosswalk®. In this crosswalk, the clinic stops4, bed
sections, work units, and MEPRS codes’ of the DoD and VA were mapped to consistently
defined Product Lines and Clinical Service Lines—thus allowing for cross-Departmental
analysis. For example, “Cardjology” is a Clinical Service Line (within a Product Line called
Medicine/Medical Specialty) that contains the clinics, diagnostic ancillaries, and inpatient units
associated with cardiology—regardless of the individual work units and MEPRS codes of the
different Departments.

1.1.2 Demand and Workload

Mitretek estimates the demand for health care services by counting the units of service used by
the population of DoD and VA beneficiaries residing in each Submarket and Market®, This
demand, for both inpatient and outpatient services, may be accommodated at facilities within the
Market area (in-market); alternatively, beneficiaries may travel outside the Market to receive
care (out-migration). Similarly, beneficiaries residing outside the Market may receive care from
facilities within the Market (in-migration). The total health care workload at any facility is the
combination of in-market and in-migration service volumes. Thus, the Joint Assessment Study
methodology identifies two types of users:

e Market users, unique persons living in the Market area who receive health care services
from the VA and/or DoD, regardless of whether the services were provided in or outside
of the Market area. The count is unduplicated, i.e., each person is counted only once, at
the Market area level

e  Facility users, unique persons receiving care at a particular facility. This count is also
unduplicated, but at the facility level. Because individuals can receive services at more
than one facility in a particular year, the sum of facility users across all facilities in a
Market is typically greater than the number of Market users, after accounting for the
effects of in- and out-migration.

Mitretek uses discharges as the basic unit of service for inpatient care, and visits as the basic unit
of service for outpatient care.

1.1.3 Supply and Capacity

Mitretek distinguishes between the supply of a resource at a facility, and the capacity of that
facility to provide or deliver services. “Supply” is typically a count of a particular resource, such
as beds or the number of staff. “Capacity” is an estimate of the volume of services that can be

3 The Product and Service Line Crosswalk can be found as an Attachment to Appendix B

4 Called “clinic stops” in the VA and “clinic visits” in the DoD. A visit is defined as one appearance by a unique
person at an outpatient care clinic. During the course of one trip to a health care facility, a person may generate
multiple visits by going to different clinics (e.g., primary care, radiology, pharmacy, etc.)

5 The Medical Expense and Performance Reporting System (MEPRS) code is a three digit code

which defines the summary account and the subaccount within a functional category in the Dol

medical system.

% Details about demand and workload measures is found in Appendix B.
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provided at a facility, to meet the demand. When considering a sharing opportunity, it is
important to determine the practical capacity of the key productive spaces and staff. For
example, an exam room that is open 10 hours per day has more capacity than an exam room that
is open 4 hours per day. A physician that has two exam rooms might have more
productivity/capacity than a physician with only one exam room might. An inpatient bed that is
not staffed with nurses has no capacity until it is staffed.

The development of consistent standards across the DoD and VA will help facilitate the
exploration of sharing opportunities in the circumstances where there might be a capacity and
demand imbalance. An important component of decision support provided during this Study was
the development of Capacity Conversion Factors’. These are factors—based on DoD, VA,
and/or Commercial standards—used to convert supply into capacity. Although only a few
factors were used for this Report, one deliverable with this project is an initial set of common
standards that can be used by both Departments with the purposes of capacity planning. The
Departments might not agree with the factors used in this study, and coming to agreement
between the Departments on a common set of factors will be an extensive and complicated task.
The Capacity Conversion Factors in this study are a head start on what will be a necessary tool
for future sharing studies. An example of Capacity Conversion Factors that can be used in this
setting is the conversion of inpatient beds to patient days capacity with an occupancy rate
standard. An application of this factor is shown later in this report. Another example,
converting primary care providers into capacity to provide visits, is described in the primary care
rationalization example later in this report.

Researching, developing, and agreeing upon conversion factors is a substantial task—and the
initial set of standards in this report should not be considered a completed effort. Rather, it can
be considered a catalyst for further development by the two Systems.

It is important to acknowledge that some of the national data are viewed by the sites in the
markets to be unreliable, due to the inconsistency of reporting by the individual facilities. For
example, the sites feel that the MEPRS Full Time Equivalent (FTE) data do not reflect accurately
the true allocation of time of the providers. However, the data contained in the datasets used are
presumably the best data available for these kinds of analyses—especially since the purpose of
this study is for planning and not detailed operations analysis.

1.2 Identifying and Analyzing Options

As part of the Joint Assessment study, Mitretek developed a standard approach for developing
specific health care delivery system options to highlight opportunities for greater sharing and
collaboration between DoD and VA. Incorporated into the replicable methodology developed as
part of the study, the approach is intended to be applicable to any market area (i.e., not limited to
the three Market areas in the present study), and any broad grouping of clinical services (e.g.,
primary care, medical/surgical/behavioral outpatient specialty care, routine and tertiary inpatient
care, efc.).

Comparing demand and supply identifies options for achieving balance within a Market or

Submarket. The Mitretek approach focused initially on the desirability of a particular option,
specifically on the potential for a rearrangement of health care delivery volumes, capacity, and
resources to improve access to care and/or to reduce the costs of delivering this care. Mitretek

7 Details about the development of Capacity Conversion Factors can be found in Appendix B.
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recognizes that this approach temporarily suspends consideration of the practical constraints on
and real-world barriers to implementing the options that are identified as a result of this
evolutionary process—their feasibility. Based on the site visits to the Market areas, Mitretek is
very aware of the specific challenges that influence opportunities for greater sharing and
collaboration between DoD and VA. However, Mitretek believes that focusing on desirability
first allows identification and calculation of the “benefits”—in improved access and reduced
costs—of each option, and then to identify and estimate the “costs” involved, i.e., the
investments needed to ameliorate or eliminate the specific barriers or impediments to
implementation

To identify options, Mitretek developed a 3-step evolutionary rationalization process:

1. Rationalize access by opening the existing facilities of each system (DoD and VA) to
provide health care services to the beneficiaries of the other system;

2. Rationalize resources by redistributing volumes and delivery capacity—within
geographic access standards—to balance demand and supply at individual facilities,
within specific Submarkets, and across the Market as a whole; and

3. Rationalize access points, by opening new and/or closing unneeded locations of service,
to further improve access and reduce costs.

1.2.1 Collaboration Framework

Mitretek developed a Collaboration Framework to explore and systematically describe the
domains in which sharing activities take place, and to identify the relative readiness and maturity
of the local organizations to address and reduce the barriers to collaboration®. The Collaboration
Framework assesses the current DoD and VA organizational relationships along a variety of
Domains of Collaboration, such as Clinical Workload, Facilities, IM/IT, Staffing, Logistics,
Business Processes, and Management/Governance. This evaluation provides a framework for
the practicality of the opportunities for sharing and the organizational effort required for
implementation. The elements of this framework can be used as a planning tool and to aid work
needed to carry out initiatives. In this regard, each of the domains or categories can be treated as
critical success factors and further analyzed in ways that probe the question, “How can DoD) and
VA health care organizations address these collaboration categories so as to improve access,
cost, and quality?”

1.2.2 Cost

The total annual cost of providing health care to the DoD and VA beneficiaries is an important
study criterion for assessing the current combined DoD/VA delivery system’s performance. In
fact, the total cost to these two federal agencies to provide health care to their beneficiaries in
this market, now and in the future, is probably the single most relevant baseline metric for
assessing the combined DoD and VA system’s current performance from the taxpayer’s
perspective.

The total annual cost of care for the Study Markets was quantified for the analysis year (FY02
for this Study) utilizing the annual operating cost data elements that are available as part of this
Study methodology database’. The costs that were incurred by DoD and VA in FY02 to fund the

® Details about the Collaboration Framework can be found in Appendix B.
® Details about how cost analyses were completed is found in Appendix B.
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care required by the Study Market beneficiaries represent the current baseline total annual
system costs for the Market. This current baseline system cost is an important benchmark to
establish in order to facilitate analyses of sharing opportunities that are identified for DoD and
VA. The total baseline system-wide costs required to fund the care provided to the beneficiary
population in the Study Market includes the annual costs associated with the following:

e Direct care services provided by the Do and VA facilities located within the Study Market
to DoD and VA beneficiaries who reside within the study market area, i.e., in-market direct
care;

o Direct care services utilized at other DoD) and VA facilities oufside the Market by
beneficiaries who reside within the Market area — i.¢., out-migration; and

e Indirect'® care services that are purchased from other providers by DoD and VA for their
beneficiaries who reside within the Market.

Including the FY02 cost data for each of these components of care delivery, i.e., all services
provided directly by DoD and VA facilities either within or outside the market and those services
purchased by DoD and VA for their beneficiaries who reside within the market area, provides a
complete picture of the total annual costs funded by DoD and VA to care for the Market
beneficiary population. In conducting a business case analysis for any specific sharing
opportunity for a Study market, the expected annual incremental impact on these baseline
system-wide costs need to be projected in order to provide an appropriate measure of the relative
cost impact of the initiative on the total system, as opposed to the measuring the expected impact
on just one of the two federal agencies.

The baseline annual costs for each Study Market summarized in the Report provide a high-level
perspective of major categories of services, such as inpatient care and outpatient care, in the
aggregate for the entire Study Market. It should be noted that in addition to this ability to
calculate the current baseline cost performance for major categories of services such as these m
the aggregate and at the total market level, the data available with this Study methodology will
enable the analyst to calculate the current baseline cost performance for specific sub-segments of
each Study Market, such as select geographic submarkets (e.g., a county within the market), for
select beneficiary populations (e.g., active duty versus other beneficiaries in the DoD or by
priority level within the VA), and for select Product or Clinical Service Lines (e.g., primary care
only). This provides the ability to document a baseline or “status quo” cost performance at either
a submarket, beneficiary group, and/or at a Clinical Service Line level for comparison purposes
that will be most appropriate to the particular sharing opportunity being assessed. Such Product
and Clinical Service Line level incremental cost impact analyses will be illustrated in the
individual Study market assessments that follow.

1.2.3 Access

Access performance is measured by the proportion of enrollees and/or patient care workloads,
typically expressed as a percent, that are currently within the DoD/VA drive-time standards for
geographic access to services'!. The current access baseline for enrollees and for primary care

10 |ndirect care is defined as purchased care by the DoD> and fee-basis care by the VA

' Detail about how access performance measurements were completed is found in Appendix B.

Page 12 0of 100



APPENDIX A Part 1.0 - Introduction

workloads are measured based on the drive time to any facility within the beneficiary’s
respective system. Access for inpatient care is measured based on drive time to gny inpatient
facility within the beneficiary’s respective system. Sharing opportunities that improve access
result in increasing this percentage over the current access baseline. The drive-time standards
utilized for this study for DoD and VA are as follows:

Table 1: Drive Time Standards

Type of Service DoD Standard VA Standard VA Rural Standard
Primary Care 30 minutes 30 minutes 30 minutes
Specialty Care 60 minutes 60 minutes 90 minutes
Inpatient Routine Care 60 minutes 90 minutes
Inpatient Tertiary Care 240 minutes Within VISN
1.2.4 Facility Condition

Architects and engineers in the project team completed cursory reviews of many of the clinical
buildings in the Markets'?. They reviewed the spaces for functionality and the buildings for
condition. These brief assessments are not meant to replace a comprehensive Facilities Master
Plan or a Facility Condition Assessment. Rather, they are high-level assessments to assist in
planning decisions. The departments were subjectively scored on a Red/Amber/Green scale ((on
a Red/Amber/Green scale-—with Green being the best) and the buildings were scored on a
Poor/Fair/Good/Very Good/Excellent scale. An explanation of the scoring and detailed scores of
the many of the departments and buildings are available as an Attachment to the Market
Assessment Appendix.

1.2.5 Time

The Market assessments are based on a “snapshot in time”—-FY02—and do not take into account
the very dynamic nature of health care delivery in general and the policy changes affecting the
DoD and VA in particular.

12 Dyetail about facility condition assessments is found in Appendix B.
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Structure

The structure of this Appendix is as follows:
e Introduction & Overall Market Findings
o Market Assessments: Puget Sound, Gulf Coast, Hawaii
— Description of the Market
s Overview
* Population
» Service, Demand, and Workloads
= Current Market Performance
— Findings from the Application of the Quantitative Study Methodology
_ Tindings from the Assessment Applying the Collaboration Framework
— Recommendations
— Market Assessment Attachments:
» QOptions for Sharing/Collaboration Identified
» Functional Assessment Definitions
» Functional Assessment Grid
= TFacility Condition Grid
= Supply Counts

In addition to the findings here, a section of the main Report outlines Findings and
Recommendations specific to the Methodology and Process.

The Study Data Repository and the Assessments to follow provide a unique and valuable
snapshot of the marketplaces from the perspective of the Combined Beneficiary. As with any

analysis, many assumptions must be made in order to gain useful decision support from the data.

The report should be considering an excellent high-level planning tool and as a starting point
requiring field-testing before undertaking any actions based on the analysis.
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2 MARKET ASSESSMENT- PUGET SOUND MARKET

A goal of this study is to view the market area from the perspective of the Combined
Beneficiary", rather than from the perspective of the System delivering the care. Thus, this
Market has been divided into four Submarkets—based on geography rather than existing care
delivery models. The Submarkets, as shown in the map below, are North Sound, Seattle, South,
and West Sound. The North Sound Submarket is comprised of Chelan, Island, San Juan, Skagit,
Snohomish, and Whatcom counties. The Seattle Submarket is comprised of King County and
Kittitas County. The South Submarket includes Lewis, Pierce, and Thurston Counties, and the
West Sound Submarket includes Clallam, Gray’s Harbor, Jefferson, Kitsap, and Mason Counties.

Puget Sound Market

1 =

g T Seans
'

e

SEATTLE
Submarket

Américan Lake SOUTH
B . -Submarket
[

The Puget Sound Market Area for this Study consists of:

13 See the Introduction of this Appendix for a definition of Combined Beneficiary.
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Table 2: Study Market Area Definition for Puget Sound

Submarket County DoD Facilities VA Facilities
North Sound Chelan —  NH QOak Harbor
Island —  Branch Medical Clinic
San Juan Everett (BMC Everett}
Skagit
Snohomish
Whatcom
Seattle King - VA Medical Center Seattle
Kittitas (VAMC Seattle)
Seattle Shoreline Clinic
{Contract)
South Lewis — Madigan Army Medical American Lake VA Medical
Pierce Center (Ft. Lewis) Center
Thurston —  62nd Medical Group -
McChord AFB
—  Okubo Family Practice
Clinic - Fort Lewis
—  Troop Medical Clinic #1 - Ft
Lewis
West Sound Clallam — NH Bremerton Bremerton CBOC
Grays Harbor | — BMC Subase Bangor
Jefferson — BMC Keyport
Kitsap - BMC Puget Sound
Mason

The basic relationships between the Submarkets and their facilities are illustrated below.

Figure 1: Facilities in the Puget Sound Market Area

Acute @ Primary Care [l Ambulatory BH
AMCiTertiary O AmbCareCtr @ Acute BH € Long Yerm Care

BMC Keyport

Bremerton CBOC

82n¢ MDG
McChord
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2.1 Populations

The Puget Sound Market area is unique in that is has two tertiary facilities (VAMC Seattle and
Madigan), and that access to facilities is complicated by the many waterways in the area.
Further, the area is a popular location for DoD retirees—thus there are a high number of dually
eligible residents. This presents both challenges and opportunities. Although the combination of
the using populations in the Systems is large, it might not be large enough to support two tertiary
programs in some Clinical Service Lines. For example, offering open heart surgery at both
VAMOC Seattle and Madigan.

The topography of the Market makes meeting primary care access drive-time standards
difficult—since towns that appear near to each other on the map are sometimes distant in terms
of drive time (e.g., the need to take a ferry increases drive time). Since both Systems have 30-
minute drive time standards for access to primary care, and there are some Submarkets in which
facilities for only one of the System’s exists, access to each other’s facilities has the potential to
improve access in these Submarkets. An example analysis of the opportunity and impact of
rationalizing access to primary care follows later in this Appendix.

2.1.1 Eligible Population

The Puget Sound Market Area has approximately 740,000 eligible Combined Beneficiaries; of
this number, approximately 55,000 beneficiaries are "dual-eligible,” i.e., they are eligible to
receive health care services from both DoD and VA. This population represents 16 counties in
the Puget Sound area. Sixty-four percent (about 472,000 people) of the eligible population are
VA eligible (including dual eligibles). The North Submarket and the Seattle Submarket each
make up +/- 25% of the eligible population, the South Submarket represents 34% of the eligibles,
and the West Submarket represents about 13% of the eligible population.

Specifically, about 25% of the eligible population (85% of which are Veterans) lives in King
County in the Seattle Submarket, and another 25% (equally DoD and Veterans) lives in Pierce
County in the South Submarket. Another 12% each lives in Snohomish County (75% Veterans)
in the North Submarket and Kitsap County (57% DoD) in the West Submarket

In the Puget Sound Market overall, 19% of the 268,000 DoD eligible population are Active
Duty, 29% are Active Duty Family Members, 20% are Retiree, 31% are Retiree Family
Members (and 1% “Other”). Of the 472,000 eligible Veterans, 56% are Priority Group & and
20% are Priority Group 5. The rest are spread with about 3-6% each in the other Priority
Groups.

2.1.2 Enrolled Population

The number of Combined Beneficiaries who were enrolled in 2002 (399,000) was equal to 54%
of the number of eligible. Specifically, the enrolled Veterans (87,000) equaled only 18.5% of
eligible Veterans, while the number of enrolled DoD exceeds the number of eligible DoD. (Note
that for DoD there are actually more enrolled than eligible—because DoD beneficiaries can be
enrolled in a facility outside the Market area and because the analysis includes beneficiaries from
the enrollment data who are not enrolled to a specific DoD facility). The number of enrolled
Veterans was less than 25% of the number of eligible Veterans in all counties except for Pierce
County (26.5% enrolled) in the South Submarket. In the North Sound Submarket—the one with
no VA facilities—only 13% of eligible Veterans are enrolled. (This compares to a high of more
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than 30% VA enrollment as a percent of eligible in the Biloxi/Gulfport Submarket of the Gulf
Coast Market).

Below are tables that display the enrolled population broken down by Priority Group'4 and

Beneficiary Category (Active Duty, Active Duty Family Members, Retiree, Retiree Family
Members).

Table 3: VA Enrolled Population by Priority Group

PG 1 PG 2 PG 3 PG 4 PGS PG 6 PG 7 PG 8

18% 12.5% 22.3% 3.4% 23.7% 2.3% 1.2% 16.6%

Table 4: DoD Enrolled Population by Beneficiary Category

Active Duty Active Duty Family Retiree Retiree Family
Members Members
15.3% 46.4% 13.9% 24.5%
2.13 Users

The number of unique Combined DoD/VA users equaled 81% of the combined enrolled
population. This figure is for users of the direct or indirect care system (net of dual users). The
number of unique DoD users (of the combined direct and indirect care systems) was equal to
91% of the DoD enrolled population. And the number of unique VA users (87,000) equaled 69%
of the VA enrolled. Indirect care is Purchased Care for the DoD and Fee Basis Care for the VA.

In the DoD, 36% of the total users accessed indirect care. In the VA only 8% used indirect care.
For direct care, 9% of users were dual users (used both systems). In the South Submarket, 12%
of users were dual users, in the West it was 7%, in the North 4%, and in Seattle 3%.

2.2 Workload

2.2.1 Inpatient: Direct Care

Residents of the Puget Sound Market area consumed approximately 23,750 discharges and
roughly 117,000 inpatient days of direct care in Medicine (including Rehab), Surgery,
Behavioral Health (including Substance Abuse), and Ob/Newborn (Post Partum and Nursery
days both counted). These volumes include out-migration to direct care providers outside the
Market, but exclude purchased care and extended care.

Direct care discharges for this type of care varied by Beneficiary Group: for the VA, 32% of
discharges were for Priority Group 1, and 23% were for each Priority Group 4 and 5. Priority
Group 3 made up only 10% of the discharges. For the DoD, 47% of discharges were consumed

14 VA priority groups are based on combinations of the extent of service-connected disabilities and income/met worth. They priority groups

currently range from 1-8 with 1 being the highest priority for enrollment.
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by Active Duty Family Members, 18% by Retirees, and 19% for Retiree Family Members. Only
15% of discharges were generated by Active Duty.

Sixty-cight percent of the discharges and 45% of the days were DoD. Thirty-two percent of the
discharges and 55% of the days were VA. Seventy-three percent of the Surgery discharges and
62% of the direct care inpatient days were generated by the DoD. Fifty-eight percent of the
Medicine discharges and 41% of the days were for the DoD, whereas 79% of the Behavioral
Health discharges and 95% of the direct care days were for the VA. Note that more than 8,500 of
the Medicine days for the VA are Rehab Medicine and 2,700 of the Medicine Days for the DoD
are Pediatrics. The difference in proportion of discharges and days is due to length of stay—as
seen in the table below. :

Table 5: Average Length of Stay by Product Line- Market Users

Product Line DoD) VA Combined
Behavioral Health 2.85 13.14 10.98
Medicine (incl. rehab} 3.48 6.94 4.93
Surgery 3.58 5.8] 4.19
Ob/Newbom 2.88 N/A 2.88

Table 6: Inpatient Days by Product Line

Product Line DoD VA Total % DoD % VA
Behavioral Health 1,599 27,824 29,423 5% 95%
Medicine 20,138 28,951 49,089 41% 59%
Surgery 13,480 8,209 21,689 62% 38%
Ob/Newbom 17,090 17,090 100% 0%

Total 52,307 64,984 117,291 45% 55%

As seen in the patient days case mix table below, of direct care inpatient days generated by
Combined Beneficiaries from this market, 42% were for Medicine, 25% for Behavioral Health,
18% for Surgery and 15% for Ob/Newborn. Note that the case mix for DoD and VA are quite
different. Of the VA patient days, were for Behavioral Health and 45% for Medicine, This
compares to 3% and 38% respectively for the DoD. Of DoD)’s direct care patient days, 26%
were Surgery—compared to 13% for VA,

Table 7: Percent of Total Inpatient Days by Product Line and Service (Case Mix)

Product Line DoD VA Combined
Behavioral
Health 3% 43% 23%
Medicine 38% 45% 42%
Surgery 26% 13% 18%
Ob/Newborn 33% 0% 15%
100% 101% 100%

(Totals exceed 100% due to rounding)

Based on the enrolled populations of the two systems, there are the following direct care use-
rates per 1,000 enrolled. This means these use rates exclude the purchased care/fee basis care—
so it reflects only the use of the MTFs and VA facilities. In the DoD, 36% of the total number of
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users in this market used the purchased care system—and those users’ activity is not reflected in
these use rates. (In the VA, 8% of total users accessed fee-basis care). Nonetheless, the table
below shows clearly the difference in patient profile between the DoD and VA.

Table 8: Direct Use Rates per 1,000 Enrolled Population (In Bed Days)

Total
Product Line DoD VA Dol/VA
Behavioral Health 512 319.55 73.69
Medicine 64.50 332.49 122.94
Surgery 43.18 9428 54.32
Ob/Newborn 54.74 - 42.80
Total 167.54 746.32 293.76

In addition to the workload described above, users in the Puget Sound Market generated 635
direct care Extended Care discharges and approximately 72,000 Extended Care days.

When viewed from the perspective of the facility (rather than the market), there were more than
25,000 discharges (including in-migration) and nearly 130,000 days. We see the following
breakdown of 2002 inpatient days volume (including in-migration, and post partum and nursery
days both counted) and discharges volume. Note that VAMC Seattle manages 47% of the total
patient days and Madigan manages 34%. More than 2,400 of Madigan’s days and more than
18.000 of the Seattle VA’s days came from outside the Puget Sound Market (7,700 of Seattle
VA’s in-migration were Rehab, 3,500 were Internal Medicine, and 2,300 were Mental Health).
Based on recent sharing agreements, future VA American Lake Medicine and Surgery days will
be at Madigan.

Table 9: Total Volume by Facility (Regardless of Patient Origin)

Inpatient Average Length
Name Product Line Days Discharges of Stay (ALOS)
VA American 14.62
Lake Behavioral Health 7,151 489
Medicine (incl. rehab) 7,091 828 8.56%
Surgery 35 2 17.50
Subtotal 14,277 1,319 10.82
Madigan AMC | Behavioral Health 1,687 647 261
Medicine (incl. rehab) 16,751 4,392 3.81
Surgery 12,087 3,159 3.83
Ob/Newborn 13,032 3,697 3.53
Subtotal 43,557 11,895 3.66
NH Bremerton Medicine (incl. rehab) 2,826 1,035 2793
Surgery 1,713 569 3.01
Ob/Newborn 2,838 1,407 2.02
Subtotal 7,377 3,01] 245
NH Oak Harbor | Medicine (incl. rehab) 731 387 1.89
Surgery 426 222 1.92
Ob/Newbom 1,586 852 1.86
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Subtotal 2,743 1,461 1.88
VAMC Seattle Behavioral Health 13,680 1,462 9.36
Medicine (incl. rehab) 35,358 4,275 B.27*
Surgery 12,107 1,930 6.27
Subtotal 61,145 7,667 7.98
Puget Sound 129,101 25,355 5.09
Total

*When rehab is removed from medicine, American Lake has 738 discharges, 3644 patient days, and a Medicine
ALOS of 4.93. VAMC Seattle has 4,069 Medicine discharges, 20,638 patient days, and a Medicine ALOS of 5.07.

2,2.2 Inpatient: Indirect Care

Inpatient indirect care (purchased care/fee-basis care) is measured by Diagnostic Related Group
(DRG) for both the DoD and VA. There was a substantial amount of workload coded “000”—
which was represented in “Other.”

The DoD is the primary purchaser of indirect care in all Markets. Excluding “Other,” the largest
volume of indirect inpatient care is in Medicine and Surgery. When looking at the claims data
for DoD, it appears that in the “Other” category, at least an additional 403 discharges were
Medicine, 313 were Newborn, 177 were Behavioral Health, and 96 were Surgery (the remaining
4,200 discharges in “Other” could not be further classified). The average length of stay for all
indirect care in this Market was 7 days. The indirect inpatient admission use rate per 1,000
enrolled beneficiaries was 27 for DoD and 3 for VA.

The majority of the VA activity was for Priority Group 1, and the majority of inpatient activity
for the DoD was Retiree and Retiree Family Members. When the DoD activity is broken down
by age, it is revealed that 57% of the discharges were for people over the age of 65—most likely
TRICARE for Life enrollees .

Table 10: Indirect Care Discharges

Product Line DoD VA Total
Behavioral 109 7 116
Medicine 1,581 118 1,699
Newborn 201 0 201
Ob/Gyn 368 11 379
Surgery 1,111 49 1,160
Other 5,189 77 5,266
Total 8,559 262 8.821
Table 11: Indirect Care Patient Days
Product Line DoD VA Total
Behavioral 9935 21 1,016
Medicine 6,068 363 6,431
Newborn 328 0 328

5 TRICARE For Life: New benefits (effective October 1, 2001) for Medicare-eligible uniformed service retirees
(and Medicare-eligible family members). TRICARE is a secondary payor to Medicare.
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Ob/Gyn £94 24 918
Surgery 5,449 307 5,756
Other 46,317 706 47,023
Total 60,051 1,421 61,472
Table 12: Indirect Care Discharges by Beneficiary Group
% of
Respective
Beneficiary Group Discharges System
PG 1 189 72%
PG 2 18 7%
PG 3 7 3%
PG 4 11 4%
PGS 29 11%
PG 6 0 0%
PG 7 2 1%
PG 8 5 2%
Subtotal 261 100%
Active Duty 251 3%
Active Duty Family 1,883 22%
Retiree 3,106 36%
Retiree Family Member 3,319 39%
none provided 1 0%
Subtotal 8,560 100%
Total 8,821
Table 13;: DoD Indirect Discharges by Age
Product Line 0-17 18-44 45-64 65+ Total
Behavioral 24 60 15 10 109
Medicine 197 128 279 977 1,581
Newborn 201 201
Ob/Gyn 3 320 15 30 368
Surgery 38 126 253 674 1,111
Other 661 731 645 3,152 5,189
Total 1,144 1,365 1,207 4,843 8,559
13% 16% 14% 57% 100%
2.2.3 Outpatient: Direct Care

Residents of the Puget Sound Market area generated more than 1.7 million direct care visits.
This activity includes visits to providers, diagnostic departments (such as lab and x-ray),
therapeutic departments (such as radiation therapy, physical therapy), and emergency
departments, and includes out-migration. When some specialties such as optometry, dental,
andiology, ED, diagnostics and therapeutics are excluded (in order to focus mostly on
medical/surgical ambulatory provider activity), there were more than 1.25 million direct care
ambulatory visits to providers in Behavioral Health (including substance abuse), Distinctive
Programs (such as Underseas Medicine & Flight Medicine), Medical Specialties (including
rehab), Ob/Gyn, Surgical Specialties, and Primary Care.
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The assessment to follow focuses on the 1.25 million non-diagnostic and non-therapeutic direct
visits generated by the users in this Market. Of this subset, 66% (or about 830,000 visits) were
DoD and 34% were VA. Sixty-eight percent of Behavioral Health visits were generated by the
VA users, while 72% of Primary Care visits were generated by the DoD users.

Table 14: Workload by Product Line

Product Line DoD VA Total % DoD % VA
Behavioral Health 63,524 137,519 201,043 32% 68%
Distinctive Programs 20,169 0 20,169 100% 0%
Medical Specialty 78,809 47,270 126,079 63% 37%
Ob/Gyn 80,313 0 80,313 100% 0%
Primary Care 474,090 181,257 655,347 72% 28%
Surgical Specialty 114,464 56,258 170,722 67% 33%
Total 831,369 422,304 1,253,673 66% 34%

As seen in the table below, of the subset of direct care outpatient visits described above

generated by Combined Beneficiaries from this market, 52% were for Primary Care (which
includes Internal Medicine, Pediatrics, Family Practice, and VA Women’s Health), 16% for
Behavioral Health, 14% for Surgery/Surgical Specialties, 10% for Medical Specialties, and 6%
for Ob/Newborn. Note that the case mix for DoD and VA are somewhat different: 33% of the
VA’s visits were for Behavioral Health compared to 8% for the DoD.

Table 15: Percent of Total Ambulatory Visits by Product Line and Service (Case Mix)

Product Line Dol VA Combined
Behavioral Health 8% 33% 16%
Distinctive Programs 2% 0% 2%
Medical Specialty 9% 11% 10%
Ob/Gyn 10% 0% 6%
Primary Care 57% 43% 52%
Surgical Specialty 14% 13% 14%
100% 100% 100%

Direct care use rates per 1,000 enrolled population also show that the VA enrolled population
uses the system more than the DoD population does.

Table 16: Direct Care Outpatient Visit Use Rates per 1,000 Enrolled Population

Total
Product Line DoD VA DoD/VA
Behavioral Health 203 1,579 504
Distinctive Programs 65 0 51
Medical Specialty 252 543 316
Ob/Gyn 257 0 201
Primary Care 1,519 2,082 1,641
Surgical Specialty 367 o646 428
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| Total | 2,663 | 4,850 | 3,140 |

The overall VA direct care use rate and overall direct care DoD use rate are very similar for the
Gulf Coast and Puget Sound Markets—but the Hawaii Market is different. In the Hawaii
Market, the DoD has a higher rate and the VA has a lower rate than in the other Markets—such
that the total outpatient direct care use rates are almost the same for the DoD and VA in the
Hawaii Market (about 3,600 per 1,000).

When viewed from the perspective of the facility (rather than the market), the facilities in the
Puget Sound Market saw more than 1.76 million direct care visits to providers, diagnostics,
therapeutics, and emergency departments—including in-migration from other markets. Sixty-five
percent of this total activity was provided by DoD facilities and 35% by VA facilities. Thirty-
seven of the total outpatient activity supported by the facilities in the market was Primary Care,
17% was Medical Specialty (including Rehab), 15% was Behavioral Health, 13% was
“Qutpatient Specialty” (a combination of dental, optometry, audiology, geriatrics, emergency
department, home care and nutrition). Note this data includes the Troop Medical Clinics and
excludes activity at the Shoreline CBOC, since that volume does not appear in the direct care
data sets.

The greatest amount of activity was in the Clinical Service Lines of Internal Medicine (360,000
provider, diagnostic, and therapeutic visits), Family Practice (202,500 provider, diagnostic, and
therapeutic visits), Mental Health (172,000 provider, diagnostic, and therapeutic visits), and
Rehab (152,600 provider, diagnostic, and therapeutic visits). These four Clinical Service Lines
represent 50% of the total activity provided by the facilities.

The combined workload of all the facilities in this market is distributed as follows:

Table 17: Activity by Facility

% of

Facility Name workload
Madigan 40%
VAMC Seattle 22%
VA American Lake i13%
NH Bremerton 11%
NH Oak Harbor 8%
McChord 3%
Sub Base Bangor 1%
BMC Everett 1%
Bremerton CBOC 0%
2.2.4 QOutpatient: Indirect Care

As an attempt to gauge the amount of care that is provided by non-federal providers, Mitretek
Systems analyzed the outpatient indirect care (purchased care/fee-basis care) for the DoD and
VA. The DoD activity is mapped to Clinical Service Lines using provider specialty. Thus for
the DoD, activity for Internal Medicine can be mapped to Internal Medicine if that was the
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provider specialty. The VA data are based on ICD-9 codes'®, so all activity is mapped to a
specialty (e.g. someone seeing a doctor for back pain would be mapped to orthopedics—even if
the person saw an internal medicine doctor.) Therefore, the level of detail in available in this
report highlights the levels of activity—but more analysis would be required in order to isolate
volume for the purposes of physician planning. The figures below exclude most of the ancillary
and non-Physician/Physician Assistant/Nurse Practitioner activity. Note the DoD activity
includes managed care support contracts'’ volume.

Table 18: Outpatient Indirect (Purchased Care) Volume by Product Line

Product Line DoD VA Total
Behavioral Health 29,431 10,301 39,732
Medical Specialty 60,192 27,031 87,223
Ob/Gyn 3,748 444 4,192
Qutpatient Specialty 46,154 5 46,159
Primary Care 128,001 597 128,568
Surgical Specialty 28,705 11,698 40,403
Total 296,231 50,076 346,307

Some of the highest volume specialties are listed below,

18 International Classification of Diseases, Ninth Revision
1" Managed Care Support Contracts (MCSC): risk contracts with civilian provider networks to compliment the
healthcare services provided in the Military Treatment Facilities,
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Table 19: Outpatient Indirect Care Volume by Select Clinical Service Lines

DoD % of | VA % of
Clinical Service Line DaoD VA Total Total Total
Gastroenterology 1,963 12,907 14,870 13% 87%
Orthopedics 9,747 3,200 12,947 75% 25%
Audiology/Speech/Hearing 12,530 0 12,530 100%) 0%
Cardiology 6,062 2,320 8,382 72% 28%
Oral Surgery 0 5,591 5,591 0% 100%
General Surgery 3,050 1,324 4,374 70% 30%
Neurology 2,556 1,663 4,219 61% 39%
Pulmonary/Respiratory Discase 2,094 1,921 4,015 52% 48%)
Dermatology 3,225 627 3,852 84% 16%
Table 20: Outpatient Indirect Care Volume by Beneficiary Group
% of
respective
Benefit Group Volume system
None Noted 17 0%
PG | 30,623 64%
PG 2 2,644 6%
PG 3 2,559 5%
PG 4 7,314 15%
PG 35 3,151 7%
PG 6 215 0%
PG 7 130 0%
PG § 1,133 2%
Subtotal 47,786 100%
Active Duty 5,836 2%
Active Duty Family
Members 132,274 44%
Retiree 55,459 19%
Retiree Family Members 102,662 34%
None Noted 2,290 1%0
Subtotal 298,521 100%
Total 346,307
Table 21: Outpatient Indirect Care Volumes by Submarket of Users
Submarket DoD VA Total
North Sound 71,479 18,062 89.541
Seattle 34,670 9,786 44,456
South 127,047 13,255 140,302
West Sound 63,035 8,973 72,008
Total 296,231 50,076 346,307

The outpatient indirect care visits use rate per 1,000 enrollees is 948 for DoD and 575 for the
VA.
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23 Supply
2.3.1 Key Productive Spaces

Within a complex hospital, there are only a few areas that generally are considered the key
productive spaces. Although the hospital provides a wide range of services, the major drivers of
space and capacity tend to be inpatient beds, outpatient exam rooms, operating rooms, and
diagnostic imaging equipment. As stated previously, in order to facilitate investigation of
sharing opportunities, the two Departments should work diligently to develop standards and

definitions for measuring the supply of these spaces and converting them into capacity

Since both the DoD and VA use 85% inpatient bed occupancy as a planning standard for
Medical/Surgical beds, and 65% occupancy is a commonly accepted high level eritical care
standard, this Study did an initial assessment of Medical/Surgical, Psychiatry, and Critical Care
bed capacity versus demand using these standards. The market has 398 staffed beds and 415
available beds in these categories. In 2002, the Puget Sound Market had a weighted average
staffed-bed occupancy of 64%. This figure is driven downward by very low occupancies at the
Naval Hospital Oak Harbor, the Naval Hospital Bremerton, and the Medical/Surgical unit at

American Lake VA.
Table 22: Key Productive Spaces
Market Facility Unit Type | 2002 Acute | (1)Patient | (1) Patient | Weighted (2)Actual (2) Actual
Name Care Days Days Occupancy | Occupancy | Occupancy
Patient Capacity Capacity Target (Staffed {Available
Days {Staffed (Available Beds) Beds)
(Non-OB) Beds) Beds)
Workload | 85%/65% | 85%/65%
Puget American Med/Surg
Sound Lake VA 3.679 7.136 7.136 0.85 44% 44%
American P o
Lake VA Psychiatry 7,151 8,377 8.377 0.85 73% 73%
Madigan | MedSure 28,867 30,186 33,799 0.81 78% 68%
Madigan Inpatient o o
AMC Psychiatry 1,687 1,898 1,898 0.85 58% 58%
NH Med/Surg 4,545 11,260 11.972 0.83 34% 31%
Bremerton
NH Oak | Med/Surg 1.163 7,756 7,756 0.85 13% 13%
Harbor
Seattle VA | Med/Surg 32,778 37,668 37,668 .81 70% 70%
Seattle VA | Inpaticnt 13,718 14,892 14,892 0.85 8% 78%
Psychiatry
Puget
Sound 93,588 119,173 123,498 64% 62%
Total
Notes:

(1) Capacity based on bed counts provided from surveys and site visits. Capacity is bed count x 365 x 85% for

Medical/Surgical regular, telemetry, and psych or 65% for Critical Care

(2) Actual occupancy is calculated as 2002 workload/(365%beds). (1t does not first reduce capacity by 85% or 65%
as in the capacity calculations). Current beds counts (used for "capacity”) might be slightly different than bed counts
in 2002 (data used for workload). Weighted occupancy target based on % of staffed beds that are regular/telemetry
versus critical care. Patient Days exclude OB, Nursery, Rehab, Extended Care, Rehab, SCI. Patient days include in-
migration. Patient Days exclude observation care. Med/Surg is combination regular, telemetry, and critical care.
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Tripler staffed ICU beds (5} seemed to be an error, so weighted occupancy target is based on available beds rather
than staffed
(3) Tripler VA Psych days are a sum of the days that show up in VA and as Vets (K-61) in the DoD data

Facility Condition

Most of the major hospital buildings were built more than 20 years ago—and many were built
more than 50 years ago. At the same time, some of the DoD clinics are very new. Architects
and engineers in the study team completed cursory evaluations of the major clinical buildings on
most of the sites. Architects scored the inpatient units and ambulatory clinics as either Green or
Amber for size and configuration (on a Red/Amber/Green scale—with Green being the best).
However, the team observed that most spaces are not ADA compliant. Definitions and data
output from these studies are located in the Attachment to this Appendix.

Access

Nearly 90% of DoD enrolled and 70% of the VA enrolled beneficiaries are within 30 minute
drives of any facility within their respective system. More than 97% of DoD and more than 83%
of VA are within 60 minutes. In all Submarkets except Seattie, 88% or more of the DoD
enrollees are within 30 minutes to any DoD facility. In the Seattle Submarket, only 62% of DoD
enrollees are within 30 minutes, but 96% are within 60 minutes. The VA has the opposite
profile: only in the Seattle Submarket are 90% of the VA enrollees within 30 minutes of any VA
facility. The percent drops to 75% in the South, 57% in the West Sound, and only 38% in the
North Sound. In the North Sound, only 55% of VA enrollees are within 60 minutes of any VA
facility. Not surprisingly, only 63% of VA primary care visits in the overall Market, and only
28% of in the North Sound Submarket and 15% in the West Sound Submarket met the 30 minute
standard. Note that the volume in these two markets represents about 22% of all the VA primary
care visits in the market. For the DoD, 88% or more of the primary care visits were within 30
minutes of any DoD facility, except for Seattle, where only 51% of visits were within standard.

Given that there are DoD facilities in the North Sound and West Sound Submarkets (Oak
Harbor, Everett, Bremerton) and there are VA facilities in the Seattle Submarket, opening access
to each other’s beneficiaries will improve the access for residents of these Submarkets.

Costs

The total costs that were incurred by DoD and VA in FYO02 to fund the care required by the
Puget Sound study market beneficiaries represent the current baseline total annual system costs
for the Puget Sound market. This is the annual cost required to fund the care provided to the
Combined Beneficiary population in the Puget Sound study market and includes all direct care
provided directly by DoD and VA facilities as well as indirect care purchased by DoD and VA
for these beneficiaries. The baseline cost performance for the Puget Sound study market is
illustrated in the table below.
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Table 23: Costs in the Puget Sound Market Area

Baseline Total Annual Cost to Deliver Care to DoD and VA Beneficiaries in
Reside in the Puget Sound Market (FY2002)

PUGET SOUND COSTS BY AGENCY

Cost Figures in Thousands ("000s)

DoD

VA

Total

Inpatient Care
Qutpatient Care

]

i

=

Total In-Market

Inpatient Care

100,393 106,149 206,542
212,183 188,651 400,834
312,576 607,377

294,801

8,075

Outpatient Care
Total Qut-Migratiol

Inpatient Care
Outpatient Care

Total Non-Direct

19,637
111,120 113,142
130,078 132,779

e

Inpatient Care 121,351 112,903 234,254
Qutpatient Care 329,101 193,293 522,394
TOTAL 450,452 306,196 756,648

i
Total Enrollees (1)
Total Cost per Enrollee

Total Market Users (1)
Total Cost per User

312,206

§ 14438
290,283

3 15521%

A

87,073
3517

69,858
4,383

399,279
1,895

360,141
2,101

{1) Market enrollees and market users for FY2002 extracted from the Joint Assessment Study Series 4 Database

The Puget Sound study market current baseline annual costs summarized above provides a high

level perspective of the total costs for delivering inpatient care and outpatient care, in the
aggregate for the entire study market. These inpatient and outpatient costs can also be broken
down by Product Line as illustrated in the table below.
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Table 24: Costs - Inpatient and Outpatient

Baseline Total Annual Cost to Deliver lngatiem Care t¢ DoD and ¥A Beneficiaries in Reside in the Puget Sound Market (FY2002)

[ Direct Care In-Market__| | Direct Care Oui-Migration | | Non-Direct {Purchased) Care | | FY 2002 Total
[Figures in Thousands ("000s) I peD | va [ Total I pop | wva [ Total I I DoD | VA J_ Total I I DoD ’ VA Total

Puget Sound Inpatient
Medicine (1) 38,106 58,176 96,282 1.022 1.976 2,998 322 20 342 39,450 60,171 96,621
Surgery 34,602 32,522 67,184 611 706 1.317 1384 627 4011 38,657 33,855 72,512
COb/Newbormn 26,388 - 25388 i35 - 135 81 - 81 26,604 B 26,604
Behavioral Health 1,237 15,452 16,689 232 3,393 3,625 611 32 643 2.080 18,877 20,957
Unknawn/Other - - - - - - 14,560 - 14,560 14,560 - 14,560
Total $100.393 $106,149 $206,542 $2.000 56.075 $5.078 $15,958 5679 iL9.637 §121.351 5112903  §234,254,

{13 Includes Extended Care for VA Direct Carc In-Market

Baseline Total Annual Cost to Deliver Qutpatient Care to DoD and VA Beneficiaries in Reside in the Puget Sound Market (FY2002)

I Direct Care In-Markei | Direct Care Out-Migration [ Non-Direct (Purchased) Care | [ FY 2002 Total
Figures in Thousands (000s) | Dol | VA | Teal | [ DoD VA Toal | [pap ]~ va T Toal | | DoD | vA | Tota
Puget Sound Outpatient
Primary Care 79,932 27,297 107229 2416 570 2,986 3,037 14 3,051 - 85,385 27381 113,266
Ob/Gyn 14,824 - 14,824 189 - 189 274 15 289 15,287 13 13,302
Medical Specialty 34,619 30,427 63,046 639 560 1,195 2,375 729 3,104 37,633 31,716 69,349
Surgical Specially 34,568 14,529 49,497 692 244 836 11,041 1,068 12,109 46,301 16,241 62,542
Behavioral Health 13,498 29913 43 411 526 152 678 343 118 462 14,367 30,184 44,551
Other Qutpatient 34,792 86,085 120827 1.330 1,094 2,430 3,845 77 3.922 39,823 87236 127,179
Extended Care - - - - - - 90,205 - 90,205 90,205 - 90,205
Total 212,183 188,651 400,834 5,798 2.620 8.418 111,120 Z.Qg 1]3.]4_2 319,101 193,293 £22,394

The cost data available for the Puget Sound market can be used to calculate the current baseline
cost performance for specific sub-segments of each study market, such as select geographic
submarkets, for select beneficiary populations, and for select Product or Clinical Service Lines.
A Product Line level incremental cost impact analyses will be illustrated in the analysis of the
opportunity to rationalize primary care in Puget Sound that follows.

24 Findings from the Application of the Study Methodology to the Opportunity to
Rationalize Primary Care

Approach to Developing Options

As stated in the introduction, the Mitretek approach focuses initially on the desirability of a
particular option, specifically on the potential for a rearrangement of health care delivery
volumes, capacity and resources to improve access to care and/or to reduce the costs of
delivering this care. To identify options, Mitretek developed a 3-step evolutionary rationalization
process: rationalize access, rationalize resources, and rationalize access points.

Mitretek recognizes that this approach temporarily suspends consideration of the practical
constraints on and real-world barriers to implementing the options that are identified as a result
of this evolutionary process—their feasibility.

This section of the report provides a detailed example of a specific application of Mitretek’s
options development approach and analytical logic to one type of care in one of the three study
market areas—rationalizing primary care in Puget Sound. The remainder of this section
describes:

e [Establishing the Puget Sound primary care baseline

e Estimating the available capacity to provide primary care services

¢ Identifying and analyzing the options, using the 3-step rationalization process, and
e A summary of Mitretek’s findings and recommendations
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Establishing the Puget Sound Primary Care Baseline

A description of the current'® delivery of primary care services in Puget Sound provides a
baseline for the rationalization process described above. The baseline is the result of Mitretek’s
efforts during the course of the study to identify, collect, analyze and organize disparate data
from a variety of DoD and VA sources, and is comprised of data in five areas: current users and
their origin; current primary care workload at each facility in the Puget Sound market area;
current primary care staff at each facility; a measurement of the current performance of the
delivery system for providing reasonable access to these facilities; and a description of the costs
of delivering primary care services. These areas are discussed in more detail in the sections that
follow.

Users

For the purpose of rationalizing primary care in Puget Sound, facility users are the appropriate
baseline for the analysis, as shown in the table below. There are a total of 295,116 facility users,
of which 268.879 (91.1%) reside in the Puget Sound market area, with the remainder migrating
into the market area to use either DoD or VA health care facilities. The table below shows users
who receive any health care service from a facility; the methodology does not specifically count
the number of users who only use primary care services.

Table 25: Current Facility Users, by Submarket and Facility

In-Migration

From Puget from Other
Sound Market Markets Facility
Submarket Facility DoD VA DoD VA Totals
North Sound | NH Oak Harbor 25,008 0 1,179 0| 26,187
BMC Everett 6,259 0 1,203 ' 0 7,462
Seattle VAMC Seattle 0| 45361 0 5,473 50,834
Seattle OC (UW) 0 7 0 5 12
South McChord 12,739 0 731 0 13,470
American Lake 0| 253898 0 1,091 26,989
Madigan AMC 102,328 0| 11,268 0l 113596
Okubo Clinic 4,856 0 1,416 0 6,272
TMC-1-Ft. Lewis 1,654 0 253 0 1,907
West Sound | Bremerton CBOC 0 1,237 0 6 1,243
BRMCL Subase Bangor 8,395 0 1,180 0 9,575
NH Bremerton 35,137 0 2,432 0 37,569
Total 196,376 | 72,503 | 19,662 6,575 | 295.116

1* A1l data and results in this document are for FY02.
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Primary Care Workload

The Joint Assessment study methodology uses visits as the basic unit of outpatient care services.
A visit'? is defined as one appearance by a unique person at an outpatient care clinic. During the
course of one trip to a health care facility, a person may generate multiple visits by going to
different clinics (e.g., primary care, radiology, pharmacy, etc.).

Mitretek obtained data on primary care visits to the facilities in Puget Sound from the outpatient
direct care standard data files maintained by VA* and DoD?*. DoD and VA use different
classification schemes in their respective data systems to identify visits of a given type (e.g.,
primary care, surgical specialty, etc.). To insure that visits of the same type were being counted
in the same way, Mitretek developed a “grouper” that organized the data from DoD and VA into
a single coherent perspective.22 This approach permitted summarizing visits into broad Product
Lines, and more detailed Clinical Service Lines. For rationalizing primary care in Puget Sound,
Mitretek summarized the detailed visit data into an overall estimate of total workload, using one
Product Line (PL)}—Primary Care—and including four Clinical Service Lines (CSL)—Family
Practice, Internal Medicine, Pediatrics, and Women’s Health. The first of the two tables below
summarizes total primary care workload for both in-market and in-migration; the next table
categorizes this total workload by each of the four CSLs.

Table 26: Current Primary Care Workload (Visits), by Submarket and Facility

From Puget Sound | In-Migration from
Market Other Markets
Facility
Submarket Facility DoD VA DoD VA Totals

North Sound NH Oak Harbor 50,299 0 475 0| 50774
BMC Everett 15,832 0 1,468 0 17,300

Seattle Seattle 0| 93956 0 43741 98,330
Seattle OC (UW) 0 1 0 3 4

South | McChord 32,392 0 608 0] 33,000
American Lake 0 79,401 0 1,593 80,994

Madigan AMC 244,896 0 6,469 0 251,365

Okubo Clinic 14,890 0 2,465 0 17,355

TMC-1-Ft. Lewis 4,260 0 58 0 4,318

West Sound Bremerton CBOC 0 4,183 0 7 4,190
BRMCL Subase Bangor 19,286 0 1,066 0 20,352

NH Bremerton 76,554 0 428 0 76,982

Total 458,409 177,541 13,037 5,977 654,964

1% Called “clinic stops™ in the VA and “clinic visits” in the DoD.

2 Qutpatient Care file (OPC);

2! grandard Ambulatory Data Record (SADR)

22 The Product/Clinical Service Line grouper uses as input the clinic number or code associated with a particular
visit; this is a one-to-one relationship. The grouper is contained in its entirety in an Attachment to Appendix B.
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Table 27: Current Primary Care Workload (Visits), by Submarket, Facility, and Clinical Service Line

Clinical Service Line
Family Internal Women's
Submarket Facility Practice Medicine | Pediatrics Health Total
North Sound NH Oak Harbor 0 42,795 7.979 0 50,774
BMC Everett 16,208 1,092 ¢ i) 17,300
Seattle VAMC Seattle 0 96,197 0 2,133 98,330
Seattle OC (UW) 0 4 0 0 4
South McChord 27,184 1,320 4,496 0 33,000
American Lake 0 78,702 0 2,292 80,994
Madigan AMC 84,624 107,227 59,398 116 251,365
Okubo Clinic 10,089 7,263 3 0 17,355
TMC-1-Ft. Lewis 0 4,318 0 0 4,318
West Sound Bremerton OC 0 4,190 0 0 4,190
BRMCL Subase 12,637 7,715 0 0 20,352
Bangor
NH Bremerton 51,809 10,146 15,027 0 76,982
Total 202,551 360,969 86,903 4,541 654,964
Staff

To estimate the current capacity of each facility to provide primary care services, Mitretek’s
analytical approach® used the number of Full-Time Equijvalent (FTE)* primary care staff at
each facility as a critical input variable. Mitretek obtained FTE staffing data for each facility
from the relevant DoD and VA® sources, for each of the four primary care CSLs (i.e., family
practice, internal medicine, pediatrics and women’s health). Mitretek obtained data for two types
of staff—physicians, and non-physician clinicians. These are shown in the table below.

2 Described briefly elsewhere in this document, and in more detail in the description of the study methodology.

2 An FTE is defined as a work force equivalent of one individual working full-time for a specific period, which may
be made up of several part-time individuals or one full-time individual. Glossary of Health care Terminology (DoD
6015.1-M, January, 1999).

25 Account Level Budget Cost Center (ALBCC) data sets for each VA facility, from the VA's Decision Support
System (DSS) National Data Extracts,
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Table 28: Current FTE Primary Care Staff, by Facility, Provider Type, and Clinical Service Line®

Physicians
Sub Family Internal Women's

market Facility Practice Medicine Pediatrics Heslth Total

North

Sound NH Oak Harbor 8.3 09 1.7 10.8
BMC Everett 3.2 32

Seattle | vAMC Seattle 234 10| 244
Seattle OC (UW)

South McChord 3.4 0.9 0.7 5.0
American Lake 13.0 0.5 13.5
Madigan AMC 234 17.2 24.6 65.2
Okubo Clinic 0.0
TMC-1-Ft. Lewis 0.0

West

Sound Bremerton OC 1.2 1.2
BRMCL Subase
Bangor 2.7 2.7
NH Bremerton 12.9 3.4 2.9 19.2

Total 53.9 59.9 29.8 16| 1452

Non-Physician Clinicians
Sub Family Internal Women's

market Facility Practice Medicine Pediatrics Health Total
NH Oak Harbor 4,7 4.7
BMC Everett 1.7 1.7

Seattle | yAMC Seattle 25.9 26| 284
Seattle OC (UW) 0.0

South McChord 3.6 0.8 4.4
American Lake 122 08 13.0
Madigan AMC 249 7.1 5.7 37.7
Okubo Clinic 0.0
TMC-1-Ft. Lewis 0.0

g\/est 4 Bremerton OC 23 23

oun BRMCL. Subase

Bangor 2.1 2.1
NH Bremerton 8.5 2.0 1.7 12.2

Total 45.4 49 4 8.2 341 1064

Access

% BTEs for the Okubo Family Practice Clinic and Troop Medical Clinic #1 — Ft. Lewis are reported as part of
Madigan AMC. Therefore the workload volumes for these two facilities will be added to the Madigan AMC totals,
and these facilities will not be identified separately in the subsequent tables and analysis. Similarly, VA’s Seattle
CBOC is a contracted facility, staffed by the University of Washington Provider Network (UWPN). Because of the
relatively low volume, and the lack of workload and FTE data as detailed as other VA facilities, this facility has also
been excluded as having relatively little influence or effect on overall primary care rationalization.
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Both DoD and VA use the same performance standard for geographic access to primary care
services. Access is considered acceptable if primary care services are located within a30 minute
drive-time distance from a beneficiary’s residence. Because specific address information was not
available in the data, Mitretek used ZIP code centroids®’ as a proxy for location of residence, and
conducted drive-time analyses using GIS software. The drive-time analyses identified that
proportion of the current in-market primary care visit workload (from Table 3) that met the 30-
minute standard; these proportions, expressed as a percent, establish the access performance
baseline for each submarket and the Puget Sound market as a whole. The access performance
baseline is shown in the table below.?®

Table 29: Current Access Performance

Submarket | In-Market PC YVolume Volume Meeting % Volume Meeting Access
Access Standard Standard

DoD VA DoD VA DoD VA Combined
North Scound 66,010 19,808 58,177 5,492 88.1% 27.7% 74.2%
Seattle 8,324 56,800 4,263 50,805 51.2% 89.4% 84.6%
South 286,218 80287 257,444 52,190 89.9% 65.0% 84.5%
West Sound 97,857 20,646 89,357 3,080 91.3% 14.9% 78.0%
Total Market 458,409 177,541 409,241 111,567 89.3% 62.8% 81.5%
Costs

The total costs to provide primary care to the in-market beneficiaries incurred by both DoD and
VA in FY02 represents the baseline cost performance for this analysis. This cost analysis
identified those costs associated with the current in-Market primary care visit workload reflected
in the access performance table above. The cost performance baseline is shown in the table
below.

Table 30: Baseline Cost Performance

North Sound 66,01 19,808 30453 151 § 154 § 152
Seattle 8,324 56,800 B,733| % 174 $ 154 $§ 156
South 286,218 80287 12,344} $ 164 § 154 $ 162
West Sound 97,857 20,646 3,174] $ 220 % 154 $ 209
Total Market 458,409 177,541 27,297| $ 174 164 $ 169
Sources: SADR data by visit for FY2002 for DaD volumes; VA DSS Data Extracts for FY2002 for VA

(1) Total Puget Sound system average costs used for VA by submarket in this analysis

1 A ZIP code’s centroid is a point that represents the center of a ZIP code area on a map. The centroid is calculated
as the internal balance point, based on the coordinate extremes of the polygon. In cases where the polygon is
jrregular, the centroid may be adjusted so that Z1P Code labels never fall outside of the polygon.

28 The visit volumes shown in Table 26, while correct for the market as a whole, differ from the submarket totals in
Tables 23 and 24. This is because Table 26 reflects patient origin as the basis for the submarket designation, rather
than facility location.
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Estimating Capacity

To estimate the available capacity to provide primary care services at each facility, Mitretek
developed an analytic approach incorporating Capacity Conversion factors® to the supply of
primary care FTE providers. This approach can be summarized by the following equation:

Annual Capacity (visits) = FTE Supply x Capacity Conversion Factor x Annual Hours

where

¢ FTE Supply = the number of FTEs in a particular Clinical Service Line;

e Capacity Conversion Factor = an estimate of the average capacity of one FTE provider
in that Clinical Service Line, as the number of visits that can be preformed in one hour;
and

¢ Annual Hours is the number of annual hours that one FTE provider is assumed to be
available to provide services; this is also the basis for what is considered 1o be the
equivalent of full-time.

To apply this approach, Mitretek adjusted the FTE Supply data shown in Table 5 for each
facility. Mitretek also developed estimates of the Capacity Conversion factors for each Clinical
Service Line, and a value for Annual Hours for each FTE position.

FTE Supply

The number of FTE physicians and non-clinician providers is contained in the table below.
Mitretek adjusted the number of non-clinician providers to account for their lower productivity
when compared to physicians; non-clinician providers such as nurse-practitioners and physicians
assistants tend to spend more time with a patient during the course of a single visit than do
physicians. Based on prior planning experience, Mitretek assumed that non-physician clinicians
would be 75% as productive as physicians, and applied this value to the non-physician clinician
data. This permitted combining the data for both types of providers into a single primary care
“physician-equivalent” FTE estimate for each specialty at ecach facility, as shown in the table
below.

Table 31: Primary Care FTE Physician-Equivalents, by Facility and Clinical Service Line

FTE Physician-Equivalents
Sub Family Internal Women's
market Facility Practice Medicine Pediatrics Health Total
North NH Oak Harbor 11.8 0.9 1.6 0 14.3
Sound BMC Everett 4.4 0 0 0 4.4
Seattle VAMC Seattle 0 42.8 0 3.0 45.7
McChord 6.1 0.9 1.3 0 83
South American Lake 0 22.1 0 1.2 23.2
Madigan AMC 42.1 225 28.9 0 93.5
West Bremerton OC 0 2.9 0 0 2.9
Sound BRMCL Subase Bangor 43 0 0 0 4.3
NH Bremerton 19.4 4.9 4.1 0 28.4
Total 88.1 97 359 42 225

2% Details about Capacity Conversion factors can be found in Appendix B.
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Capacity Conversion Factors

In developing their overall requirements for clinical staff, DoD and VA—and other health
systems—use a variety of methods, separately or in combination, to estimate the productivity of
their providers30. For this analysis, Mitretek used one of these methods, which relies on the use
of targe:ts3 1for the Capacity Conversion Factor, expressed in average visits per average provider
per hour.

Mitretek used data from the Medical Group Management Association (MGMA)Y*? to develop
visit per hour factors for providing primary care services in both academic®® and non-academic
settings. These benchmarks were developed for three medical specialties: Family Practice
(without obstetrics (OB)**); Internal Medicine (general) and Pediatrics (general). These align
with three of the four Clinical Service Lines; for Women’s Health, for which there is no
available MGMA data, Mitretek used the benchmark values for Internal Medicine.

Mitretek then developed three additional estimates for the visits per hour Capacity Conversion
Factor:

» Federal Composite: Because both the actual workload and staffing data were available,
Mitretek developed an estimate of the actual visit per hour performance achieved by both
the DoD and VA in each specialty in each market arca.”” These estimates were then
weighted by the number of visits summarized into a single Federal Composite estimate,
reflecting both DoD and VA experience.

o Study Benchmark 1: Mitretek considered that a reasonable target might be somewhat
greater than current practice, even if the non-Federal benchmark data from MGMA were
considered too high to use as targets. Mitretek defined Study Benchmark 1 as the median
between the Federal Composite and the MGMA non-Academic visits per hour values.

e Study Benchmark 2: Similarly, Study Benchmark 2 is defined as the median between the
Federal Composite and the MGMA Academic values.

The table below summarizes the five alternative sets of Capacity Conversion Factors, for each
specialty, that were developed.

3% More detail about capacity conversion factors can be found in Appendix B.

3! A different approach, using the work Relative Value Units (RVUs) recorded for each visit, was partially
developed during the study but not applied.

32 MGMA Physician Compensation and Production Survey, 2002.

1 An academic setting is one associated with a graduate medical education program in one of the primary care
Clinical Service Lines/medical specialties. Because of the additional time needed to achieve instructional objectives
while engaged in delivering patient care, productivity in terms of visits per hour is typically lower in these settings,
compared to non-academic settings.

 Obstetrics is a separate Product Line in the Joint Assessment study.

3 VA Hawaii data was not incorporated into the development of the Federal Composite, because of its size and
relatively anomalous characteristics, when compared to other, larger VA markets.
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Table 32: Alternative Capacity Conversion Factors (Visits per Hour), by Specialty

Capacity Conversion Factor Specialty
Alternatives Family Practice Internal Pediatrics
(w/o OB) Medicine

MGMA Academic 1.29 1.55 1.67
MGMA Non-Academic 2.61 2.04 2.89
Federal Composite 2.64 1.50 1.85
DoD 2.64 1.61 1.85

VA N/A 1.43 N/A

Study Benchmark 1 247 1.77 2.37
Study Benchmark 2 1.81 1.52 1.76

Annual Hours

The definition of full-time equivalency differs between DoD and VA. DoI>’s MEPRS system
calculates and reports FTE by dividing the monthly hours recorded by 168 available hours per
month, or an annual FTE basis of 2,016 hours. VA uses a standard federal work year of 2,080
hours, or 40 hours per week for 52 weeks. When an allowance for holidays is taken into account,
DoD and VA are using an FTE basis of approximately 2000-2016 hours. In its analysis, Mitretek
used the DoD FTE basis of 2,016 hours as a reasonable estimate of full-time equivalency.36

However, Mitretek recognized that not ali of these hours could, in reality, be expected to be
completely productive with respect to providing primary care services; DoD military providers in
particular are expected, as part of their daily routine, to attend to their military-unique duties,
which may not be accounted for elsewhere in the MEPRS system. Therefore, Mitretek assumed
that 1 hour per day, or 12.5% of a typical 8-hour day, would be non-productive with respect to
providing patient care. Applying this 12.5% reduction to the FTE basis of 2,016 hours yields an
adjusted value of 1,764 Annual Hours per FTE position.

Mitretek incorporated the FTE Supply data (from Table 25), the alternative Capacity Conversion
Factors (from Table 28) and an Annual Hours value of 1764”7 into the equation above to produce
alternative estimates of the annual primary care capacity at each facility. The results are shown in
the table below.

% It is important to distinguish between the productive capacity of an FTE position, which may by definition be
filled by more than one individual, and what a single individual’s annual productive work hours might total. This
analysis deals with the former, including and summarizing but not explicitly addressing the latter.

37 Detail of annual hours computation can be found in Appendix B.
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Table 33: Estimated Annual Primary Care Capacity (Visits), by Facility

Capacity Conversion Factor Alternatives
MGMA MGMA Federal
Submarket | Facility Academic | Non-Academic Composite | Study BM1 | Study BM2
North NH Oak Harbor 31,565 62,484 60,174 58,103 42,643
Sound BMC Everett 10,012 20,258 20,491 19,171 14,048
Seattle VAMC Seattle 125,042 164,571 120,642 142,580 122,465
South M¢Chord 20,171 37.951 35,031 34,823 25,926
American Lake 63.543 83,631 61,351 72,480 62,252
Madigan AMC-FT. LEWIS 242 457 422,129 349,905 374,506 284,471
West Sound | Bremerton OC 8.039 10,580 7,779 9,180 7,883
BMC Bangor 9,785 156,797 20,025 18,735 13,729
NH Bremerton 69,622 127,853 116,690 116,967 87,808
Totals 580,235 949,253 792,088 846,546 661,226

Based on feedback received on the preliminary results of the primary care rationalization from
staff in Puget Sound and other markets, Mitretek determined that the most appropriate capacity
estimates to use in the analysis would be a composite of Study Benchmarks 1 & 2—Study
Benchmark 3. Study Benchmark 3 was defined as using Study Benchmark 2 for the two primary

academic medical centers in Puget Sound—VAMC Seattle, and Madigan Army Medical

Center—and using Study Benchmark 1 for all other, non-academic facilities. This determination
produces a final baseline estimate of primary care capacity in the market, as shown in the table

below.

Table 34: Final Estimated Annual Primary Care Capacity (Visits), by Facility

Study

Submarket Facility BM3
North Sound NH Oak Harbor 58,103
BMC Everett 19171
Seattle VAMC Seattle 122,465
South McChord 34,823
American Lake 72,480
Madigan AMC 284,471
West Sound Bremerton OC 9,180
BMC Bangor 18,735
NH Bremerton 116,967
Totals 736,936

Analyzing Options

The table below reflects the initial comparison of the baseline values for both primary care visit
workload (Table 23) and primary care capacity (Table 30).
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Table 35: Initial Comparison

Current
Baseline Net Capacity PC

PC Workload Available/ Capacity

Submarket Facility (Visits) {Needed) (Visits)
North Sound NH Qak Harbor 50,774 7,329 58,103
BMC Everett 17,300 1,871 19,171
Seattle VAMC Seattle 98,330 24,135 122,465
South McChord 33,000 1,823 34,823
American Lake 80,994 (8,514) 72,480
Madigan AMC (Adjusted) 264,046 20,425 284,471
West Sound Bremerton OC 4,190 4,990 9,180
BMC Bangor 20,352 (1,617) 18,735
NH Bremerton 76,982 39,985 116,967
Total 645,968 90,428 736,396

This comparison provides the basis for the other steps in the analysis of options, as described
previously:

1. Rationalize access by opening the existing facilities of each system (DoD and VA) to
provide health care services to the beneficiaries of the other system;

2. Rationalize resources by redistributing volumes and delivery capacity—within
geographic access standards—to balance demand and supply at individual facilities,
within specific submarkets, and across the market as a whole; and

3. Rationalize access points, by opening new and/or closing unneeded locations of service,
to further improve access and reduce costs.

Step 1 — Rationalize Access

Rationalizing access is accomplished by opening the facilities of each system to the beneficiaries
of the other. The primary care visit workload that is affected by this change is generated from
counties that are closer to the newly-opened facility than the facility where this workload was
previously accommodated. During the site visits to each market, staff at both DoD and VA
facilities reported that the beneficiaries of the “other” system were driving past their facility to
receive services from more distant locations.

This step moves these primary care volumes to the nearest facility with available capacity, either
DoD or VA, in three Clinical Service Lines: Family Practice, Internal Medicine, and Women’s
Health. The VA has no capability to provide Pediatric services, so these workload volumes
remain at DoD facilities. Additionally, no workload is shifted from VA to DoD TMC?® facilities
(e.g. TMC #1 — Ft. Lewis). These actions result in some workload moving from DoD facilities to
VA facilities; from VA facilities to DoD facilities, and within DoD or VA, if a different facility
is closer than the one currently providing primary care services. Step 1 is implemented by
making the following changes, the effect of which are summarized in the table below.

38 A Troop Medical Clinic (TMC) services Active Duty military only. It is a walk-in clinic that performs sick call, provides limited treatment,

and refers patients to a health clinic, hospital, or dental clinic, when needed.
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e Opening VA facilities to DoD beneficiaries:

— Moves 4,827 visits generated by DoD beneficiaries residing in the Seattle
submarket from Madigan AMC to VAMC Seattle.

—  Moves 821 visits generated in the Seattle submarket from 62" Medical Group,
McChord to VAMC Seattle.

¢ Opening DoD facilities to VA beneficiaries:

—  Moves 7,603 visits gencrated by veterans residing in the North Sound submarket
(excluding Snohomish county, the most southern) from VAMC Seattle to Naval
Hospital Oak Harbor. :

— Moves 153 visits generated by veterans residing in the North Sound submarket
(excluding Snohomish county, the most southern) from VAMC American Lake to
Naval Hospital OGak Harbor.

— Moves 5,749 visits generated by veterans residing in the West Sound submarket
(excluding Mason county, the most southern) from VAMC American Lake to
Naval Hospital Bremerton.

» Realigning within DoD:

— Moves 124 visits generated by DoD beneficiaries residing in the North Sound
submarket (excluding Snohomish county, the most southern) from Madigan AMC
to Naval Hospital Oak Harbor.

—  Moves 1,706 visits generated by DoD beneficiaries residing in the West Sound
submarket (excluding Mason county, the most southern) from Madigan AMC to
Naval Hospital Bremerton.

Table 36: Summary of Step 1 Results — Rationalizing Access

Baseline Step 1 Net Capacity
, PC Visits Step1 | PC Visits Available/ PC Visit
Submarket Facility Required | Change | Required (Needed) Capacity
North Sound [NH Oak Harbor 50,774 7,880 58,654 (551) 58,103
BMC Everett 17,300 0 17,3004 1,871 19,171
Seattle VAMC Seattle 08,3300 (1,955} 96,375 26,09j 122,465
South McChord 33,000 (821 32,179 2,64 34,823
ou
IAmerican Lake 80,994 (5902 75,092 (2,612) 72,480,
Madigan AMC 264,046 (6,657 257,389 27,0820 284,471
Bremerton OC 4,190, 0 4,190 4,990 9,180
'West Sound
BMC Bangor 20,352 0 20,352 (1,617 18,735
INH Bremerton 76,982 7,455 84,437 32,5300 116,967
Total Market 645,968 0 645,968 90,428 736,396

Opening three new VA CBOCs in Bellingham, Centralia, and Olympia improves VA4-only
Market performance from a baseline of 62.8% to 70.7%. Opening new VA primary care access
points, and changing policy to permit access to the closest facility regardless of System,
increases overall Market-wide access performance to 97.2%, a significant improvement over
62.8% baseline.
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Step 2 — Rationalize Resources

The objective of Step 2 is to shift or reallocate volumes and resources among facilities—
maintaining the performance against the 30-minute access standard achieved above—to achieve
better operating efficiencies at these facilities, and reduce or eliminate completely the extent to
which any facility is over capacity. Step 2 is implemented by making two changes, the effect of
which is summarized in the table below.

e Moving the small volume of primary care services provided to veteran beneficiaries at the
Bremerton Qutpatient Clinic to nearby Naval Hospital Bremerton.

s Closing the Bremerton Outpatient Clinic, and redistributing its provider capacity to VAMC
American Lake.*

Table 37: Step 2 Results — Rationalizing Resources

Baseline Step1 |Net Capacity Step 2

PC Visits | Step I | PC Visits | Available/ | PC Visit | Capacity

Submarket Facility Required | Change | Required | (Needed) | Capacity | Changes |
North Sound INH Oak Harbor 58,654 58,654 (551) 58,10y
BMC Everett 17,300 17,300 1,871 19,171
Seattle VAMC Seattle 96,375 96,375 26,090, 122,465
McChord 32,179 32,179 2,644 34,823

South American Lake 75,002 75,092 6,568 81,660 9,180
Madigan AMC 257,389 257,389 27,0821 284,471

Bremerton OC 4,190 (4.190) 0 (0) 0y (9,180
West Sound |- Bangor 20,352 20,352 (1,617) 18,735
INH Bremerton 84,437 4,190 88,627 28,340 116,967

Total Market 645,968 0 645,968 90,428 736,396 0

No improvement to market-wide access performance results from Step 2, which was intended to
rationalize resources within the access performance achieved by Step 1.

Step 3 — Rationalize Access Points

The objective of Step 3 is to continue to improve the overall performance of the delivery system
in the Puget Sound market compared to the access standard, by opening new primary care access
points. During its site visit, Mitretek staff learned that the VA was assessing the potential of
opening several Community-Based Outpatient Clinics (CBOCs) in the market, in areas that had
relatively significant numbers of veteran users residing outside the access standard. In this
illustrative example, Step 3 assumes that two of these options will be implemented by making
the following changes.

% The mechanics of redistributing provider capacity from one facility to another may be practically accomplished in
a number of ways: simple reassignment of individuals, resignation of providers choosing not to make the move from
Bremerton, creating the opportunity for new hiring at American Lake, etc,
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e Opening a new CBOC in the North Sound submarket in Bellingham, Washington (Whatcom
county). The initial volume for this facility is estimated to be 2,505 visits, all of which are
within the 30-minute drive time access standard. This volume is returned from Naval
Hospital Bremerton, where it was moved in Step 1.

¢ Opening a new CBOC in the South submarket, in either Olympia (Thurston county) or
Centralia (Lewis county), Washington. The initial volume of the Olympia CBOC is estimated
to be 6,433 visits, currently provided by VAMC American Lake, but which are outside the
30-minute drive time access standard. Similarly, the initial volume of the Centralia CBOC is
estimated to be 14,559 visits, also currently provided by VAMC American Lake. Workload
volumes at VAMC American Lake would be reduced accordingly.

¢ Provider capacity at the newly-opened CBOC:s is achieved by redistributing capacity from
VAMC Seattle to the Bellingham CBOC, and from VAMC American Lake to the Olympia
and Centralia CBOCs.

However, the initial visit values for the new Olympia and Centralia CBOCs overlap to some
degree, i.e., 4,799 of the initial visits in each facility could also go to the other facility and still
improve access. Thus, the net number of visits to be accommodated if new access points are
opened in both Olympia and Centralia is 16,193 (6,433+14,559-4,799). Initially, it appears that
only a portion of this volume could be resourced by redistributing the excess capacity at VAMC
American Lake, estimated to be 6,568 visits after completion of Step 2. But, as volumes are
moved to the newly-opened CBOCs from VAMC American Lake, additional capacity becomes
available on a “pay-as-you-go” basis for potential redistribution and both proposed CBOCs could
be opened, with a significant effect on access performance, market-wide. The results of the Step
3 analysis are shown in the table below.

Table 38: Step 3 Results — Rationalizing Access Points

Baseline Step3  Net Capacity Step 3
PC Visits Step3 PC Visits Available/ PC Visit Capacity
Submarket Facility Required Change Required (Needed) Capacity Changes
NH Oak Harbor 58,634  (2.505) 56,149 1,554 58,103
North Sound BMC Everett 17,300 17,300 1.871 19,171
Bellingham CBOC 2,505 2,505 O 2.505 2,505
Seattle VAMC Seattle 96,375 96.375 23,585 119,960 (2.503
McChord 32,179 32,179 2,644 34,823
A merican Lake 75,092[ {16,193 58,899 6.568 65,467 (16,193
Contralia CBOC 6,433 6.433 0 6,433 6,433
South Otvmpia CBOC 9,760 9,760) o 9.760 9,760
Madigan AMC 257,389 257,389 27,082 284,471
2 e 0 0 (0) ©
[West Sound BMC Bangor 20,352, 20,352 (1.6F7) 18,735
H Bremerton 88,627 88.627 28,340 116,967
Total Market 645,968 645,968 90,428| 736,396 0

Opening three new VA CBOCs in Bellingham, Centralia, and Olympia improves Vd-only
Market performance from a baseline of 62.8% to 70.7%. Opening new VA primary care access
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points, and changing policy to permit access to the closest facility regardless of System,
increases overall Market-wide access performance to 97.2%, a significant improvement over
62.8% baseline.

For this analysis of the opportunity to rationalize primary care in the Puget Sound Market, the
baseline cost to provide primary care to the in-market beneficiaries incurred by both DoD and
VA in FY02 was established as the baseline cost performance for the system under status quo
operations. Assuming the implementation of these three sequential steps to rationalize to primary
care in the market, the expected incremental operating cost impact on each facility associated
with this redistribution of primary care visit volumes that results in a measurable improvement in
access described above is projected.

With the data that are available in the study database, the FY02 facility-specific operating costs
associated with primary care services at each of the Puget Sound facilities, both the average total
cost per visit and the variable cost per visit can be calculated and identified with the specific
patient volumes being redistributed. In the cost analysis of this opportunity to rationalize primary
care, no assumptions were made as to the ability of the two systems to take advantage of any of
the excess provider capacity that might exist and could in fact be leveraged to achieve greater
productivity in any of the current service locations. The cost impact illustrated in the table below
assumes that the full average variable cost associated with the current visits by location will be
redistributed with the visit volumes.

The results of applying this variable cost impact analysis to the three-step approach to
redistributing primary care visit workloads to improve access are shown in the table below.

Table 39: Puget Sound Primary Care — Cost Impact of Rationalization

; ; hatisaris] O8] ]
North Sound |NH OAK HARBOR 50,774 5375 56.149( 7,690,246 | § 123|% 8278250 |8 588,004
NMCL EVERETT 17,300 0 17,300( $ 3,338,666 1 5% 15518 33386861{8% -
Bellingham CBOC (2} 0 2,505 2.505| % - $ - 286045121 % 286,045
Seattle Seattie 98,330 -1.955 96,375( $ 15147833 {8 116 | § 14921956 | § (225877}
Seuth 62n¢ MED GRP-MCCHORD 33,000 -821 32.179( % 6,754,010 | 168 |$ 6616033 | (137977}
American Lake 80,594 -22.095 58,809 % 11,813,907 [ § 109 | $ 9,396,799 | § (2.417,108)
Centralia CBOC (2) 0 6,433 6,433 % - 3 ~ $ 863,889 | 3 863,889
Qlympia G8OC {2) 0 9,760 9,760| $ - 3 - $ 1088558 |§% 1088558
MADIGAN AMC {Adjusted} 264046 -6,657 2573891 § 42242079 (8 129 | $ 41,380,806 (§ (861,083
West Sound |Bremerton OC {3) 4190 -4,190 0|3 1247845 | § 223 1% 311,961 [ §  (935,884)
BRMCL SUBASE BANGOR 20,352 0 20,352| $ 3872945 | % 153 (% 3872945 |% -
NH BREMERTON 76,982 11,645 88,627| $ 16,949,750 | § 178 | $ 18,701,182 | § 1.761432
Total Market 545,968 [1] 645968| § 109,057,282 | § 134 [ § 109,057,262 | $ {0}
(1) Variable costs per visit from DoD from SADR patient recard level cost data; VA average variable cost estimated at 75% of total for this analysis. In this analysis, the full
variable cost of the visit at the originating facility is assumed to move with the patient ta the new facility. No potential efficiencies from increased utilization of any excess
capacity in the system are assumed in this analysis.
(2} Transition costs to develop these new access points are not included in this illustration of operational cost impact of the redistribution of care
(3} Reduction in fixed expenses achiaveable with the redistribution of Bremerton voiumes are not included in this illustration of operational cost impact
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Summary of Findings

The analysis of the options reflected in this paper is not intended to be definitive, because the
steps involved are very dependent upon changes to current policy—opening access to DoD and
VA facilities to the beneficiaries of both delivery systems—that may not occur. Moreover,
although the steps are presented in a particular sequence, as a practical matter they are
independent, and may be accomplished in any order (e.g., new access points may be opened at
any time, with or without rationalizing access via policy changes, or redistributing workload or
capacity). Finally, the analysis presented in this paper is based on 2002 data. Given the fluid
nature of health care, performing the analysis in a different sequence, under different conditions,
would undoubtedly suggest different specific actions than those presented here.

Nevertheless, these illustrative examples provide a basis for some relatively stable findings and
conclusions that can be used as a basis for future planning in the Puget Sound market.

Access performance can be improved significantly by opening new access points and
redistributing capacity from facilities with surplus capacity. This is true even intra-VA or intra-
DoD, if rationalizing access through policy action cannot be accomplished. Opening three new
VA CBOCs in Bellingham, Centralia, and Olympia improves VA-only market performance from
a baseline of 62.8% to 70.7%. Therefore, Mitretek recommends that the DoD and VA continue
to move forward with their planning efforts to open these and other new primary care access
points in currently underserved areas.

The analysis in this paper, based on the quantitative workload and capacity information available
from both systems, provides a useful “scorecard” and a relatively comprehensive approach for
identifying and analyzing care delivery issues in the market, especially but not limited to those
involving sharing and collaboration between DoD and VA. In its site visits to Puget Sound and
other markets, Mitretek observed that while there were many sharing and collaboration issues
and initiatives being considered by both systems, these discussions often occurred without an
understanding of the overall range and depth of care delivery in the market. That is, there was
often a lack of context for framing the potential improvement represented by a particular
initiative, no method to evaluate it, and a lack of methods for comparing it to other, equally
intriguing ideas. Mitretek believes that the comprehensive, data-driven, market-wide perspective
used in the methods and analysis described in this paper represents a potentially significant
contribution to DoD and VA joint planning efforts, for primary care and other categories of
health care services.

2.5 Findings from the Assessment Applying the Collaboration Framework

According to the 2002 DoD/VA Sharing Database, there were six master sharing agreements
between the VA Puget Sound Health Care System and the military facilities in the region,
covering a wide range of clinical and administrative activities. The primary focus of VA and
DoD planning during the past year has been devoted to the impending initiative to move the
inpatient Medical/Surgical patients from VAMC American Lake to Madigan. Local officials
have regarded this as a significant accomplishment of the two departments.

During the second site visit, both the quantitative methods used rationalization of primary care
example and the Collaboration Framework were reviewed. In addition, Mitretek presented and

Page 46 of 100



APPENDIX A Part 2. 0 - Puget Sound Market

facilitated discussion about more than 50 opportunities for increased DoD/V A collaboration in
the Market. These opportunities included ideas that were applicable to all markets (grouped into
the Collaboration Framework) as well as ideas specific to the Puget Sound Market and/or
specific to certain facilities in the Market.

One of the tools in the Collaboration Framework is a Relationship Grid. Along a continuum of
Separate, Coordinated, Connected, Integrated, and Consolidated most of the relationships among
the major hospitals in the Market are either Separate or Coordinated. In terms of Clinical
Workload, VA and Madigan would be considered Coordinated since there is regular
communication between the two hospitals. However, in the same category, Mitretek found the
relationships between the VA and the two Naval Hospitals (Bremerton and Oak Harbor) to be
less well-developed (these would be rated as Separate) due to the low volume referrals between
them. In terms of Staffing, VA and Madigan are also considered Coordinated since there is some
sharing where duplication exists and some cross staffing support to balance peak workloads. In
terms of Facilities, all of the hospitals are currently rated as Separate since they are distant from
each other and cannot share physical space; this reinforces the idea of moving primary care
volumes among the facilities of each system. VA and Madigan are also more well-developed
than VA-Bremerton/Oak Harbor in other domains, rating as Coordinated in Information-
Management/Information Technology, Governance and Logistics.

The feedback sessions during the second site visit affirmed the use of the collaboration
framework as a useful way to look at the relationship between VA and DoD within the market.
The framework highlights the many dimensions of collaboration and can be used as a frame of
reference in future planning.

Table 40: VAMC & MAMC Relationship Grid

Domain Separate Ceonnected
Clinical Lsten Bcant e fetrais High numbers of
Wgrk[oad nsymine e 5 rCfEITﬂ]S

Projects & facilities
Fucilities Distant come from master
planning
Staffing Distinct Joint staff planning
Business . Work flows
P ‘ Iyifferent understood & acted
rocesses ¥ on
Management/
anage No Relatzon Overlap‘of key
Governance functions
o Moving toward
IMAT Separate systems systems interface
Mutual examination
Logistics Little if any exchange of best pricing and
service
Education & ) Frequent use of joint
., . Distinet programs and
Training curriculum
: Joint plaming and
Research’ Distinet review of many
studies
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Table 41: VAMC & NH Bremerton Relationship Grid

Domain Separate Connected
Clinical . . Insignificant referrals High numbers of
o sig i
Wgrk[ggd_ referrals
Projects & facilities
Facilities { come from master
planning
Staffing . Distinct Joint staff planning
: Work flows
Business ‘ Ditferent understood & acted
Processes on ’
Managemenf/ No Relation Overlap of key
Governance functions
J— . Moving toward
IMAT Separnte systems < systems interface
e TN Mutual examination
Logisiics Litile if any exchange of best pricing and
S service
: Frequent use of joint
Edu_ca_tm" & . Distinct programs and
Training curriculum
_ Joint planging and
Research ‘ Distint review of many
) ' : studies
Domain Separate Connected
Clinical [nsignificant referrals High mmbers of
Workload - - & o referrals
Projects & facilities
Facilities Distant come from masler
planning
Staffing yistinet Joint staff planning
, Work flows
Business understood & acted
Processes on
Management/ No Reln?' Overlap of key
Governance : fonctions
o ) / Moving toward
IMAT Scparate systems systems interface
/ Mutual examination
Logistics Little if any exchange of best pricing and
service
Education & Frequent use of joint
Y. ‘ Distinct programs and
Training corriculum
‘ Joint planning and
Research Distinet review of many
\ studies
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2.6 Recommendations for the Puget Sound Market

The opportunity to rationalize primary care analyzed in the application of this
Study Methodology provides a basis for some relatively stable recommendations
that can be used as a basis for future planning in the Puget Sound Market (and
potentially elsewhere).

Mitretek recommends that the VA and DoD continue to move forward with their
planning efforts to open new primary care access points in geographic areas that
are in currently underserved.

The analysis in this Report, based on the quantitative workload and capacity
information available from both systems, provides a useful “scorecard” and a
relatively comprehensive approach for identifying and analyzing care delivery
issues in the Market, especially but not limited to those involving sharing and
collaboration between VA and DoD. In its site visits to Puget Sound and other
Markets, Mitretek observed that while there were many sharing and collaboration
issues and initiatives being considered by both systems, these discussions often
occurred without an understanding of the overall range and depth of care delivery
in the Market. That is, there was often a lack of context for framing the potential
improvement represented by a particular initiative, no method to evaluate it, and a
lack of methods for comparing it to other, equally intriguing ideas. Mitretek
believes that the comprehensive, data-driven, Market-wide perspective used in the
methods and analysis described in this paper represents a potentially significant
contribution to DoD and VA joint planning efforts, for primary care and other
categories of health care services.

Mitretek recommends use of the Collaboration Framework to assist the
organizations as they consider, plan for, and act on most of the identified
opportunities

These opportunities identify the present avenues for improving care delivery to
military and veteran beneficiaries residing in the Market. All such actions should
proceed from a deliberate joint planning process.
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3 MARKET ASSESSMENT- GULF COAST MARKET

A goal of this study is to view the market area from the perspective of the Combined
Beneficiary®, rather than from the perspective of the System delivering the care. Thus, this
market has been divided into five Submarkets—based on geography rather than existing care
delivery models. The Submarkets are Biloxi/Gulfport, Eglin, Mobile, Panama City and
Pensacola. The Biloxi/Gulfport Submarket is comprised of George, Greene, Hancock, Harrison,
Jackson, Pearl River, and Stone counties. The Eglin Submarket is comprised of Okaloosa and
Walton Counties. The Mobile Submarket contains Baldwin, Mobile, and Washington, AL
counties. Panama City Submarket is made up on Bay, Holmes, and Washington, FL counties.
As shown in the map below, the Pensacola Submarket contains Escambia, AL, Escambia, FL and
Santa Rosa counties.

Gulf Coast Market E_llglble & Enrolled Populat;lon b
and AC

: mmmm >

BILOXVGULFPORT| _ L Sbrnarket
o ;Sul?lnalrket ] GREENE . FESCAMEIA
arL | GEORGE

IVER

SRR

DoD/VA Medical Facilities  7q1a) Enrolled TRICARE Population
Dot Density by ZIP for FY02

1 Dot = 100 People

£ Florida ¥¥ Coast Guard Clinic
Alabama . VA Outpatient Clinics

Mississippi .
s B VA Hosplel Eligible TRICARE Population
Louis
H: AF Hospial Dat Density by 2P for FYQ2
Allartic Ocean siz. AF Medicel Cinic B 1 Dot = 100 People
E::‘ Market Area County Boundary 4} Navei viedical Cinic

I NovalHospital

The Gulf Coast Market area contains 18 DoD and VA medical treatment facilities—of which 5
are hospitals and 13 are outpatient centers (including one active-duty-only TMC at Eglin). The
facilities are distributed into the following counties and Submarkets:

4 gee the Introduction of this Appendix for a definition of Combined Beneficiary.
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Table 43: Study Market Area Definition for Guif Coast

Submarket County DoD Facilities VA Facilities
Biloxi/Gulfport George Keesler Medical Center VA Gulf Coast Veterans
Greene {Keesler) Health Care Systemn - Biloxi
Hancock Naval Branch Medical Division (VAMC Biloxi)
Harrison Clinic Pascagoula (BMC VA Gulf Coast Veterans
Jackson Pascagouia) Health Care System -
Pearl River Branch Medical Clinic Gulfport Division (VA
Stone Gulfport (BMC Gulfport) Gulfport)
Mobile Baldwin Mobile CBOC
Mobile
Washington, AL
Eglin Okaloosa 96th Medical Group, Eglin
Walton AFB (Eglin)
16" MG, Hurlburt Field
TMC Eglin AFB
Panama City Bay BMC Panama City Panama City CBOC
Holmes 325th Medical Group,
Washington, FL Tyndall AFB (Tyndall)
Pensacola Escambia, AL NH Pensacola Pensacola CBOC
Escambia, FL NAS Pensacola
Santa Rosa NATTC Pensacola
Naval Tech Training Center
Corry Station (Corry
Station)
Whiting Field

Another way to view the Submarkets and their facilities is illustrated below.

Acute iprrimery Care
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Dee i
i ; © BMC NAS  Comy Tyndat
. ; ©NATTC Station : : AFB
Biloxi H : Pensacola i
: : : BMC @
Panama

VAMC
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Gulfport BMC

The Gulf Coast Market area is unique in that is encompasses a very large geographic area, some
parts of which are sparsely populated. The Gulf of Mexico dominates the geography—resulting
in a 240-mile linear distance between the two ends of the Market. Further, the area is a popular
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location for DoD retirees (particularly the Florida panhandle)—thus there are a high number of
“dual eligible” of the DoD and VA.

The topography and geography of the Market makes providing adequate access to care difficult.
Since the Market area is so large and long, determining whether to provide services (particularly
inpatient services) in a specific location is a challenge. In many individual locations (especially
east of Biloxi/Gulfport) each System has a population that is important to serve—but there might
not be enough population to warrant an individual hospital for each System. At the same time, in
the Biloxi/Gulfport Submarket, there are two major hospital facilities adjacent to each other in
Biloxi—with a third nearby in Gulfport. In the Eastern Submarkets, where there are only Do
inpatient facilities, and in the Mobile Submarket where there is only a VA outpatient center,
access to each other’s facilities has the potential to improve access for beneficiaries. In the
Biloxi/Gulfport Submarket, where there are three inpatient hospitals—all with significant capital
requirements-- there is an opportunity to simultaneously reduce long-term capital costs and to
provide an enriched GME experience through opening access and combining some of the
services of these facilities.

3.1 Populations

3.1.1 Eligible Population

The Gulf Coast Market Area has approximately 509,000 eligible Combined Beneficiaries—
approximately 55,000 of which are “dual eligible” for both DoD and VA benefits. This
population represents three states and 18 counties in the Gulf Coast area, and the eligible
population is about evenly split between DoD and VA The Biloxi/Gulfport Submarket and the
Eglin Submarket each make up about 22% of the eligible population. The Pensacola Submarket
represents 30% of the eligibles, the Mobile Submarket represents about 15% and the Panama
City Submarket represents 11% of the eligible population.

Specifically, about 20% of the eligible population (68% of which are DoD) live in Okaloosa
County in the Eglin Submarket, and another 20% (55% DoD) live in Escambia County, FL, in
the Pensacola Submarket. Another 12% lives in Harrison County (58% DoD) in the
Biloxi/Gulfport Submarket and 10% lives in Mobile (76% VA).

In the Gulf Coast Market overall, 21% of the DoD 258,000 eligible population are Active Duty,
26% are Active Duty Family Members, 21% are Retiree, 31% are Retiree Family Members. Of
the 251,000 eligible Veterans, 53% are Priority Group 8 and 25% are Priority Group 5. The rest
are spread with about 3-6% each in the other Priority Groups.

3.1.2 Enrolled Population

The 358,000 combined DoD/V A enrollees equaled 70% of the eligible population. Specifically,
enrolled Veterans (62,000) equaled about 25% (62,000) of eligible Veterans. The number of
enrolled DoD exceeded the number of the eligible DoD. (Note that for DoD there are actually
more enrolled than eligible—because DoD beneficiaries can be enrolled in a facility outside the
Market area). VA enrollment as a percent of eligible ranges from a low of 18% in Baldwin
County (Mobile Submarket) to a high of 39% in Harrison County (Biloxi/Gulfport Submarket).
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Below are tables that display the enrolled population broken down by Priority Group and
Beneficiary Category.

Table 44: VA Enrolled Population by Priority Group

1 2 3 4 5 6 7 8
9,259 6,094 11,039 1,779 20,562 1,069 709 11,254
15.0% 9.9% 17.9% 2.9% 33.3% 1.7% 1.1% 18.3%

Table 45: DoD Earolled Population Beneficiary Category

Active Duty Active Duty Family Members Retiree Retiree Family Members
74,134 128,523 34,179 59,396
25.0% 43.4% 11.5% 20.1%
313 Users

The Combined DoD/V A users of either the direct or indirect care system equaled 92% of the
combined enrolled population, net of dual users. The number of unique DoD users of either the
direct or indirect system (358,000 unique users) exceeded the number of DoD enrolled, while the
48,000 unique VA users equaled 77% of the VA enrolled. Indirect care is Purchased Care for
the DoD and Fee Basis Care for the VA.

In the DoD, 48% of the total users accessed indirect care. In the VA only 13% used indirect
care. For direct care, 7% of users were dual users (used both systems). 7% of users were dual
users in the Biloxi/Gulfport Submarket, the Eglin Submarket, and the Panama City Submarket, in
Pensacola it was 7%, and in Mobile 4%.

3.2 Workload

3.21 Inpatient: Direct Care

Residents of the Gulf Coast Market area generated about 17,850 discharges and 93,200 inpatient
days of direct care in Medicine (including Rehab), Surgery, Behavioral Health (including
Substance Abuse), and Ob/Newborn (Post Partum and Nursery days both counted). These
volumes include out-migration, but exclude indirect care and extended care.

Direct care discharges for this type of care varied by Beneficiary Group: for the VA, 26% of
discharges were for Priority Group 1, and 38% were for Priority Group 5. Priority Group 4
generated 17% of the discharges, while Priority Groups 2 and 3 generated 5% and 9%
respectively. For the DoD, 44% of discharges were consumed by Active Duty Family Members,
19% by Retirees, and 21% for Retiree Family Members. As in Puget Sound, only 15% of
discharges were generated by Active Duty.

Seventy-nine percent of the discharges and 43% of the days were DoD. Twenty-one percent of
the discharges and 57% of the days were VA. Eighty-two percent of the Surgery discharges and
69% of the direct care inpatient days were generated by the DoD. Seventy-three percent of the
Medicine discharges and 37% of the days were for the DoD), whereas 72% of the Behavioral
Health discharges and 96% of the direct care days were for the VA. Note that more than 11,000
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of the Medicine days (nearly 50%) for the VA are Rehab Medicine, and 1,600 of the Medicine
Days (about 12%) for the DoD> are Pediatrics. The difference in proportion of discharges and
days is due to length of stay—as seen in the table below.

Table 46; Average Length of Stay by Product Line

Product Line DoD VA Combined
Behavioral] Health 2.6 23.9 18.0
Medicine {incl. rehab) 2.7 12.4 53
Surgery 3.4 6.9 4.1
Ob/Newborn 2.6 2.6

(Note: VA Medicine includes Rehab-—which increases the average length of stay (ALOS)
dramatically. There were 263 VA Rehab discharges with an ALOS of 44 days. Without rehab,
the VA Medicine ALOS is 7 days.)

Table 47: Inpatient Days by Product Line

Product Line Do} VA Total % Do} % VA
Behavioral Health 1,036 24,796 25,832 4% 96%
Medicine 13,644 23,126 36,770 37% 63%
Surgery 12,044 5,334 17,378 69% 31%
Ob/Newbom 13,216 13,216 100% 0%

Total 39,940 53,256 93,196 43% 57%

As seen in the table below, of the direct care inpatient days generated by Combined Beneficiaries
from this market, 39% were for Medicine (including rehab), 28% for Behavioral Health, 19% for
Surgery and 14% for Ob/Newbom (including both Post-Partum and Nursery ). Note that the
case mix for DoD and VA are quite different—especially for Behavioral Health and Surgery:
47% of the VA’s patient days were for Behavioral Health and only 10% were for Surgery. This
compares to only 3% and 30% respectively for the DoD.

Table 48: Percent of Total Inpatient Days by Product Line and Service (Case Mix)

Product Line DoD VA Combined
Behavioral Health 3% 47% 28%
Medicine 34% 43% 39%
Surgery 30% 10% 19%
Ob/Newbom 33% 0% 14%

Total 100% 100% 100%

Based on the enrolled populations of the two systems, there are the following direct care use-
rates per 1,000 enrolied. This means these use rates exclude the purchased care/fee basis care—
so it reflects only the use of the MTFs and VA facilities. In the DoD, 48% of the total number of
users in this market accessed the purchased care system—and those users’ activity is not
reflected in these use rates. (In the VA, 13% of total users accessed fee-basis care). Nonetheless,
the table below shows clearly the difference in patient profile between the DoD and VA,

Note that the inpatient days for the VA are skewed due to the high number of behavioral health
days and the fact that Rehab is included in Medicine.
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Table 49: Direct Use Rates per 1,000 Enrolled Population (in Bed Days)

Product Line DoD YA Combined
Behavioral Health 3.50 401.20 72.15
Medicine 46.06 374.18 102.70
Surgery 40.66 86.30 48.54
Ob/Newborn 44.61 - 36.91
Total 134,83 861.68 260.30

In addition to the workload noted above, the users in the Gulf Coast Market generated
approximately 540 direct care Extended Care discharges and approximately 76,000 Extended
Care days.

When viewed from the perspective of the facility (rather than the market), there were nearly
18,000 discharges (including in-migration) and roughly 89,500 patient days (double-counting
mothers and babies). Note that in 2002, Biloxi VAMC had an inpatient substance abuse
program, which has since been closed. Also, in 2002, Keesler still had its inpatient psychiatry
program.

Biloxi VAMC manages 30% of the total patient days (although only 22% if Rehab is excluded)
and Keesler and Gulfport each manage about 22% of the days. Eglin manages 11% of the days.
More than 2,200 of Keesler’s days and about 2,000 of the Biloxi VAMC’s days came from
outside the Gulf Coast Market. Based on recent sharing agreements, future Keesler Psychiatry
days will be at Gulfport.

Table 50: Total Volume by Facility (Regardless of Patient Origin)

Average Length
Facility Name Product Line Inpatient Days Discharges of Stay
Keesler Behavioral Health 1,277 550 2.32
Medicine (incl. rehab) 6,549 1,950 3.36
Surgery 7,808 1,767 4.42
Ob/Newbom 6,183 1,800 3.44
Subtotal 21,817 6,067 3.60
Eglin Medicine (incl. rehab) 3,530 1,827 1.93
Surgery 2,416 1,031 2.34
Ob/Newborn 4214 2,214 1.90
Subtotal 10,160 5,072 2.00
Biloxi VAMC Behavioral Health 4,334 223 19.43
Medicine (incl. rehab) 20,571 1,604 12.82%
Surgery 2,916 498 5.86
Subtotal 27,821 2,325 11.97
Gulfport Behavioral Health 20,381 810 25.16
Medicine 165 8 20.63
Surgery 11 1 11.00
Subtotal 20,557 819 25.10
NH Pensacola Medicine (incl. rehab) 3,789 1,482 2.56
Surgery 2,261 772 293
Ob/Newborn 3,143 1,350 2.33
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Subtotal 9,193 3,604 2.55
Gulf Coast Total 89,548 17,887 5.01

*Medicine ALOS reduces to 7.5 days when rehab is excluded from Medicine

322 Inpatient: Indirect Care

Inpatient indirect care (purchased care/fee-basis care) is measured by DRG for both the DoD and
VA. There was a substantial amount of workload coded “000,” which was expressed in “Other.”

The DoD is the primary purchaser of indirect care in all Markets. Excluding “Other,” the largest
volume of indirect inpatient care is in Medicine and Surgery. When looking at the claims data
for DoD it appears that in the “Other’ category, at least an additional 691 discharges were
Medicine, 422 were Newborn, 300 were Behavioral Health, and 221 were Surgery (the
remaining 7,700 discharges in “Other” could not be further classified). The average length of
stay for all indirect care in this Market was 6.4 days. The indirect inpatient admission use rate
per 1,000 enrolled beneficiaries was 52 for DoD and 3.6 for VA. This is the highest indirect
DoD use rate of the three Markets.

The majority of the VA activity was for Priority Groups 1 and 5, and the majority of inpatient
activity for the DoD was Retirees and Retiree Family Members. When the DoD activity is
broken down by age, it is revealed that 51% of the discharges were for people over the age of
65—most likely TRICARE for Life enrollees.

A more detailed description of inpatient indirect care in this Market is included in a later section
entitled “Findings from the Application of the Study Methodology to Examine the Opportunity
to Consolidate Inpatient Care in Biloxi/Gulfport”

Table 51: Indirect Care Discharges

Product Line DoD VA Total
Behavioral 72 6 78
Medicine 3.633 83 3,716
Newborn 44 44
Ob/Gyn 245 3 248
Surgery 2,084 18 2,102
Other 9,353 101 9,454

Total 15,431 211 15,642
Table 52: Indirect Care Patient Days

Product Line DoD VA Total
Behavioral 474 20 494
Medicine 15,879 297 16,176
Newborn 88 0 88
Ob/Gyn 642 ] 630
Surgery 12,514 117 12,631
Other 69,346 388 69,734

Total 98,943 830 99,773
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Table 53: Indirect Care Discharges by Beneficiary Category and Priority Group

Beneficiary Group Discharges % of respective system
PG | 88 42%
PG2 9 4%
PG 3 11 5%
PG 4 14 7%
PG 5 76 36%
PG 6 2 1%
PG 7 0 0
PG 8 9 4%
Subtotal 209 100%
Active Duty 612 4%
Active Duty Family Members 2,319 15%
Retiree 5,833 38%
Retiree Family Members 6,667 43%
None Provided 2 0%
Subtotal 15,433 100%
Total 15,642
Table 54: DoD Indirect Discharges by Age
Product Line 0-17 18-44 45-64 65+ Total
Behavioral 1 33 16 22 72
Medicine 194 231 770 2,438 3,633
Newborn 44 0 0 0 44
Ob/Gyn | 111 32 101 245
Surgery 49 122 423 1,460 2,084
Other 1,175 1.807 2,509 3,862 9,353
Total 1,464 2,304 3,750 7.913 15,431
9% 15% 24% 51% 100%
3.2.3 Outpatient: Direct Care

Residents of the Gulf Coast Market area generated more than 1.4 million direct care visits. This
activity includes visits to providers, diagnostic departments (such as lab and x-ray), therapeutic
departments (such as radiation therapy, physical therapy), and emergency departments, and
includes out-migration. When some specialties such as optometry, dental, audiology, ED,
diagnostics and therapeutics were excluded (in order to focus mostly on medical/surgical
ambulatory provider activity), there were more than 1 million direct care ambulatory visits to
providers in Behavioral Health (including substance abuse), “Distinctive Programs” (such as
Undersea Medicine & Flight Medicine), Medical Specialties (including rehab), OB/Gyn,
Surgical Specialties, and Primary Care.

The following observations focus on the 1 million non-diagnostic and non-therapeutic visits.

Of this, 73% (or about 774,000 visits) were DoD and 27% were VA. 63% of Behavioral Health
visits were generated by the VA users, while 77% of Primary Care and 68% of the Surgery visits
were generated by the DoD users.
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Table 55: Outpatient Direct Care Workload by Product Line

Product Line DoD VA Combined % DoD % VA
Behavioral Health 35,442 61,245 96,687 37% 63%
Distinctive Programs 58,625 0 58,625 100% 0%
Medical Specialty 57,067 39,236 96,303 59% 41%
Ob/Gyn 60,163 0 60,163 100% 0%
Primary Care 474,846 141,190 616,036 77% 23%
Surgical Specialty 87,715 40,701 128,416 68% 32%
Total 773,858 282,372 1,056,230 73% 27%

As seen in the table below, of the subset of direct care outpatient visits described above
generated by Combined Beneficiaries from this market, 58% were for Primary Care (which
includes Internal Medicine, Pediatrics, Family Practice, and VA Women’s Health), 9% for
Behavioral Health, 12% for Surgery/Surgical Specialties, 9% for Medical Specialties, and 6% for
Ob/Newborn. Note that the case mix DoD and VA are somewhat different: 22% of the VA’s
visits were for Behavioral Health compared to 5% for the DoD. Also, the VA had a higher
percentage of its direct care visits from this market for Medical and Surgical Specialties and
lower percentage for Primary Care than the DoD.

Table 56: Direct Care Outpatient Service Mix

Product Line DoD VA Combined
Behavioral Health 5% 22% 9%
Distinctive Programs 8% 0% 6%
Medical Specialty 7% 14% 9%
Ob/Gyn 8% 0% 6%
Primary Care 61% 50% 58%
Surgical Specialty 11% 14% 12%
Total 100% 100% 100%

Direct care use rates per 1,000 enrolled population also show that the VA enrolled population
uses the system more than does the DoD. These use rates exclude purchased care/fee basis care.

Table 57: Direct Care Qutpatient Use Rates per 1,000 Enrollees

Product Line DoD YA Total DoD/VA
Behavioral Health 120 991 270
Distinctive Programs 198 164
Medical Specialty 193 635 269
Ob/Gyn 203 - 168
Primary Care 1,603 2284 1,721
Surgical Specialty 296 659 359
Total 2,612 4,569 2,950

The overall VA direct care use rate and overall direct care DoD use rate are very similar for the
Gulf Coast and Puget Sound Markets—but the Hawaii Market is different. In the Hawaii
Market, the DoD has a higher rate and the VA has a lower rate than in the other Markets—such
that the total outpatient direct care use rates are almost the same for the DoD and VA in the
Hawaii Market (about 3,600 per 1,000). This is most likely related to the use of indirect care:
the percent of Do) users who accessed indirect care was lower in the Hawaii Market than the
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other two Markets. Likewise, the percent of VA users who accessed fee basis care was higher in
Hawaii.

When viewed from the perspective of the facility (rather than the market), the facilities in the
Gulf Coast Market saw more than 1.4 million direct care visits to providers, diagnostics,
therapeutics, and emergency departments—including in-migration from other markets. 71% of
this total activity was provided by DoD facilities and 29% by VA facilities. 44% of the total
outpatient activity supported by the facilities in the market was Primary Care, 17% was Medical
Specialty (including Rehab), 9% was Behavioral Health, 9% was Surgical Specialty, and 12%
was “Outpatient Specialty” (a combination of dental, optometry, audiology, geriatrics,
emergency department, home care, and nutrition).

The greatest amount of activity was found in the Clinical Service Lines of Internal Medicine
(444,000 provider, diagnostic, and therapeutic visits), Family Practice (111,000 provider,
diagnostic, and therapeutic visits), Mental Health (110,000 provider, diagnostic, and therapeutic
visits), and Rehab (139,000 provider, diagnostic, and therapeutic visits). These four Clinical
Service Lines represent more than 57% of the total activity provided by the facilities.

The combined workload of all the facilities in this Market is distributed as follows:
Table 58: Activity by Facility

Facility Name % of Total
Keesler 19%
Eglin 17%|
NH Pensacola 14%
Biloxi VAMC 13%
Tyndall 6%
Pensacola CBOC 6%
VA Gulfport 5%
Hurlburt 4%
Corry Station 3%
Mobile 3%
NAS-Pensacola 3%
BMC Gulfport 2%
Panama City CBOC 2%
INATTC Pensacola 1%
BMC Pascagoula 1%
Whiting Field 1%
BMC Panama City 0%
3.24 Outpatient: Indirect Care

As an attempt to gauge the amount of care that is provided by non-federal providers, Mitretek
Systems analyzed the outpatient indirect care (purchased care/fee-basis care) for the DoD and
VA. The DoD activity is mapped to Clinical Service Lines using “provider specialty.” Thus for
the DoD, activity for Internal Medicine can be mapped to Internal Medicine if that was the
provider specialty. The VA data are based on 1CD-9, so all activity is mapped to a specialty
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(e.g., someone seeing a doctor for back pain would be mapped to orthopedics—even if the

person saw an internal medicine doctor.) Therefore, the level of detail in available in this report
highlights the levels of activity—but more analysis would be required in order to isolate volume

for the purposes of physician planning. The figures below exclude most of the ancillary and
non-MD/PA/NP activity. Note that the DoD activity includes managed care support contracts
and TRICARE for Life volume.

Table 59: Qutpatient Purchased Care Volume by Product Line

Product Line DoD VA Total
Behavioral Health 69,174 1,373 70,547
Medical Specialty 167,302 18,348 185,650
Ob/Gyn 13,959 45 14,004
QOutpatient Specialty 38,261 18 38,279
Primary Care 284,785 284 285,069
Surgical Specialty 109,908 12,525 122,433

Total 683,389 32,593 715,982

When broken down by Clinical Service Line, some of the highest volume services include:

Table 60: Outpatient Purchased Care Volume By Select Clinical Service Lines

Product Line DoD VA Total |Dol} % of Total VA % of Total
Cardiology 35,250 2,066 37,316 94% 6%
Orthopedics 25,568 2,782 28,350 90% 10%
Urology 24,517 3,372]  27.889 88% 12%
Neurology 21,487 2,748 24,235 89% 11%
Immunology 18,424 0 18,424 100% 0%
Gynecology 13,946 0 13,946 100% 0%,
Gastroenterology 11,407 293 11,700 97% 3%

Table 61: Qutpatient Purchased Care by Beneficiary Group

Beneficiary Group Volume % of respective volume

None noted 658 2%
PG 1 16,102 52%
PG 2 2,283 7%
PG 3 2,511 3%
PG 4 3,582 11%
PG5 4,989 16%
PG 6 54 0%
PG 7 55 0%
PG § 990 3%
VA TOTAL 100%

Active Duty 21,031 3%
Active Duty Family Member 137,124 20%
Retiree 205,595 30%
Retiree Family Member 319,639 47%
None noted 1,369 0%
DoD TOTAL 100%
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1 Total

715,982

Table 62: Qutpatient Indirect Care by Submarket of the Users

Submarket DoD VA Total
Biloxi/Gulfport 94,416 8,180 102,596
Eglin 198,185 5,114 203,299
Mobile 64,398 6,331 70,729
Panama City 108,037 5,627 113,664
Pensacola 218,353 7.341 225,694
Total 683,389 32,593 715,982

The outpatient indirect care visits use rate per 1,000 enrollees is 2,306 for DoD and 527 for the
VA. The DoD use rate is more than twice as high as in the other two Markets.
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33 Supply
331 Key Productive Spaces

Within a complex hospital, there are only a few areas that generally are considered key

productive spaces. Although the hospital provides a wide range of services, the major drivers of
space and capacity tend to be inpatient beds, outpatient exam rooms, operating rooms, and
diagnostic imaging equipment. As stated previously, in order to facilitate investigation of
sharing opportunities, the two Departments should work diligently to develop standards and

definitions for measuring the supply of these spaces and converting them into capacity

Since both the DoD and VA use 85% inpatient bed occupancy as a planning standard for
Medical/Surgical beds, and 65% occupancy is a commonly accepted high level critical care
standard, this Study did an initial assessment of Medical/Surgical, Psychiatry, and Critical Care
bed capacity versus demand. The market has 281 staffed beds and 344 available beds in these
categories. In 2002 the Gulf Coast Market had a weighted average staffed-bed occupancy of

59%.

This Study also completed a detailed analysis of the impact of re-allocating Medical/Surgical
care in this Market. That example is described in a later section of this appendix.

Table 63: Key Productive Spaces

2002 Acute | (1)Patient | (1} Patient
Care Days Days
Patient Capacity Capacity (2)Actual (2) Actual
Days (Staffed (Available | Weighted | Occupancy | Occupancy
Facility (Non-OB) Beds) Beds) QOccupancy (Staffed (Available
Market Name Unit Type | Workload | 85%/65% | 85%/65% Target Beds) Beds)
Gulf Keesler
Coast Med Ctr Med/Surg 14,357 22,630 24,765 0.82 52% 46%
Eglin AFB | Med/Surg 5,946 7.464 13,231 0.82 65% 36%
Biloxi VA | Med/Surg 13,607 14,545 14,545 (.81 76% 76%
Gulfport Inpatient
VA Psychiatry | 20,381 27,612 38,161 0.85 63% 45%
NH
Pensacola Med/Surg 6,050 12,447 12,447 0.81 39% 39%
Gulf Coast
Total 60,341 84,698 103,149 59% 48%
Notes:

(1) Capacity based on bed counts provided from surveys and site visits. Capacity is bed count x 365 x 85% for

Medical/Surgical regular, telemetry, and psych or 65% for Critical Care

(2) Actual occupancy is calculated as 2002 workload/(365%beds). (It does not first reduce capacity by 85% or 65%
as in the capacity calculations). Current beds counts (used for “"capacity") might be slightly different than bed counts
in 2002 (data used for workload). Weighted occupancy target based on % of staffed beds that are regular/telemetry
versus critical care. Patient Days exclude OB, Nursery, Rehab, Extended Care, Rehab, SC1. Patient days include in-
migration. Patient Days exclude observation care. Med/Surg is combination regular, telemetry, and critical care.
Tripler staffed ICU beds (5) seemed to be an error, so weighted occupancy target is based on available beds rather
than staffed

(3) Tripler VA Psych days are a sum of the days that show up in VA and as Vets (K-61) in the DoD data
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Facility Condition

Most of the major hospital buildings were built more than 20 years ago—and some were built
more than 50 years ago. Architects and engineers on the project team completed cursory
evaluations of the major clinical buildings on most of the sites. The architects’ scores of the
inpatient units and ambulatory clinics show a mix of functionality. Many of the inpatient units
scored as either Green or Amber for size and configuration, (on a Red/Amber/Green scale-—with
Green being the best). However, quite a few spaces have Red scores, including size and
configuration of the critical care units at Biloxi VAMC, size and configuration of the
Medical/Surgical inpatient units at Eglin, NH Pensacola, and VA Gulfport, and configuration of
several clinics at Keesler. The team also observed that most spaces are not ADA compliant.

In addition, the Engineers rated the major buildings at Tyndall, Biloxi VAMC, and Whiting Field
as “Fair.” The BMC Panama City building was observed to be in “Poor” condition. Definitions
and more detailed output from these reviews are located in the Attachment to this Appendix.

Access

Nearly 95% of DoD enrolled and 71% of the VA enrolled beneficiaries are within 30 minute
drives of any facility within their respective system. More than 99% of DoD and more than 93%
of VA are within 60 minutes. In all Submarkets except Mobile, 90% or more of the DoD
enrollees are within 30 minutes to any DoD facility. In the Mobile Submarket, only 50% of DoD
enrollees are within 30 minutes, but 97% are within 60 minutes. The VA has a different profile:
only in the Pensacola Submarket are 85% of the VA enrollees within 30 minutes of any VA
facility. The percent drops to 78% in the Panama City Submarket, 75% in the Biloxi/Gulfport
Submarket, and only .2% in the Eglin Submarket. (12% of VA enrollees live in the Eglin
Submarket.). With the exception of the Eglin Submarket, at least 85% of enrolled Veterans are
within 60 minutes drive of any VA facility.

Opening access so that DoD and VA beneficiaries can obtain primary care services at any VA or
DoD facility dramatically improves the percent of visits that would meet the 30 minute drive
time standard—especially for the VA. With current practices, only 67% of VA primary care
visits were within 30 minutes of any VA facility. None of the 10,500 primary care visits of VA
beneficiaries living in the Eglin Submarket were within 30 minutes of any VA facility, 65% of
the visits from Biloxi/Gulfport, 74% from Panama City Submarket, and 83% from the Pensacola
Submarket met the 30 minute standard. For DoD, 93% of primary care visits in the entire Market
were within a 30 minute drive of any DoD facility. The percent within standard is 90% or greater
in all Submarkets except Mobile, where only 46% of DoD primary care visits originated from
ZIP codes where the beneficiaries were within 30 minutes drive of any DoD facility. By
allowing DoD and VA beneficiaries to go to any VA or DoD facility for primary care, the
percent of VA visits within 30 minutes of any facility increases to 95% or better in all
Submarkets. For the DoD, opening access to Mobile would increase the number of visits within
30 minutes form 46% of total to 79% for the beneficiaries living in the Mobile Submarket.

None of the roughly 900 VA inpatient discharges that originated from VA beneficiaries outside
of the Biloxi/Gulfport Submarket were within a 60 minute drive to any VA inpatient facility. For
DoD, more than 90% of discharges were within 60 minutes of any DoD inpatient facility in all
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submarkets except for Mobile (80% within 60 minutes) and Panama City (8% within 60
minutes). Further opening of access to the DoD facilities by the Veterans in the eastern
Submarkets will improve these overall statistics.

Table 64: Baseline Combined Intra-System Inpatient Access

Discharges Discharges | 110 | 9% Within Total Total
Within 60 Qutside 60 . . .
. ; Market Standard | Outmigration | Discharges
Minutes Minutes
Biloxi/Gulfport 6,241 204 6,445 96.8% 773 7,220
Eglin 4,395 495 4,860 39.9% 213 5,103
Mobile 358 3186 744 48.1% 297 1,041
Panama City 4 126 130 3.1% 158 288
Pensacola 3,692 653 4,345 83.6% 398 4,743
Total Gulf Coast 14,690 1,864 16,554 88.7% 1,841 18,395

Costs

The total costs that were incurred by DoD and VA in FYO02 to fund the care required by the Gulf
Coast study market beneficiaries represent the current baseline total annual system costs for the
Gulf Coast market, This is the annual cost required to fund the care provided to the Combined
Beneficiary population in the Gulf Coast study market and includes all direct care provided
directly by DoD and VA facilities as well as indirect care purchased by DoD and VA for these
beneficiaries. The baseline cost performance for the Gulf Coast study market is illustrated in the
table below.
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Table 65: Costs in the Gulf Coast

Baseline Total Annual Cost to Deliver Care to DoD and VA Beneficiaries in
Reside in the Gulf Coast Market (FY2002)

GULF COAST COSTS BY AGENCY

Cost Figures in Thousands ("000s) DoD VA Total

i arRrn

50,031 122,823

Inpatient Care
Outpatient Care 205,912 104,729 310,641

Total In-Market 278,704
1@ e "
Inpatient Care

Qutpatient Care
Total Out-Migratioy

154,761 | § 433,465

17,903
14,887

Inpatient Care 36,534 968 37,502

Outpatient Care 141,064 1,550 142,614

Total Non-Direct 25181 % 180,116

|t e R

Inpatient Care 112,397 65,832 178,229
Outpatient Care 355,800 112,343 468,143
TOTAL 468,197 178,175 | § 646,372
Total Enrollees (1) 296,230 61,805 358,035
Total Cost per Enrollee b3 15815 2,883 |38 1,805
Total Market Users (1) 368,157 61,545 429,702
Total Cost per User b 1,272 | § 289518 1,504

(1) Market enrollees and market users for FY2002 extracted from the Joint Assessment Study Series 4 Database

The Gulf Coast study market current baseline annual cost summarized above provides a high
level perspective of the total costs for delivering inpatient care and outpatient care, in the
aggregate for the entire study market. These inpatient and outpatient costs can also be broken
down by Product Line as illustrated in the tables that follow
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Table 66: Costs by Product Line

Baseline Total Annual Cost to Deliver Inpatient Care to DoD and VA Beneficiaries in Reside in the Gulf Coast Market (FY2002)

Direct Care In-Market

] | Direct Care Out-Migration Non
[ pop [ wvA ] Total I DoD |

-Direct (Purchased) Care |

FY 2002 Total

Figures in Thomands (9009 | _DoD | va | Tatat va_ | Totat | | Ded | VA | Toml
Gulf Coast Inpatient
Medicine (1) 26,117 23982 50099 1260 6206 7466 6.706 382 7.088 34083 30570 64653
Surgery 27,395 6641 34.036 1432 4427 5859 901 - 90i 29928 11069 40,797
Gib/Newbom 18,684 - 18.684 379 379 6,550 241 6,791 25,613 241 25854
Behavioral Health 596 19359 19,955 0 419 4199 936 16 952 1532 23574 25106
Unknown/Other - 49 49 - - -1 2144 329 21,770 21,441 378 21819
Total $72,792 _ $50.031 5122823 $3.07F $14,832  $17,903 | §36,534 $968 $37,502 5112397 $65832  S174,229

(1) Includes Extended Care lor VA Direct Care In-Markel

Baseline Total Annual Cost to Deliver Oulgatienl Care to DoD and YA Bencficiaries in Reside in the Gulf Coast Market {FY2002)

I Direct Care In-Market

11

Direct Care Qui-Migration | I Non-Direct {Purchased} Care { [

FY 2002 Total

Figures in Thousands (0065) | _DobD | VA | Towal | | Deb | vA [ Towr | [ _Ded [ VA [ Total DaD VA Total
Gulf Coast Qutpatient
Primary Care 90724 18205 108.929 3224 926 4150 6,163 22 6185 106,113 19154 119,265
ObsGyn 15,564 . 15,594 376 376 1814 2 186 17784 T 17786
Medical Specialty 26335 16990 43,325 L110 937 2.047 4,806 759 5,565 32251 13686 50,937
Suegical Specialty 29.0641 8638 37679 1127 1076 2203 24334 585 24,919 54502 10299 64,801
Behavioral Health 8729 8997 17,726 L1122 494 1616 2,156 25 2,181 12007 9516 21,523
Other Ontpatient 35489 51,900 87,389 LB6S 2630 4495 11,586 157 11,743 48940 54687 103,627
Extended Care - - - - - - 90,205 - 90,205 90,205 - 90.205
Total 205912 104,729 310,641 5824 6,063 _ 14.857 141,064 1550 142,614 | 355800 112,343 468,143

The cost data available for the Gulf Coast market can be used to calculate the current baseline
cost performance for specific sub-segments of each study market, such as select geographic
submarkets, for select beneficiary populations, and for select Product or Clinical Service Lines.
A clinical service line level incremental cost impact analyses at the submarket level will be
illustrated in the analysis of the opportunity 1o rationalize inpatient care in Gulf Coast that
follows.

34 Findings from the Application of the Study Methodology to Examine the

Opportunity to Consolidate Inpatient Care in Biloxi/Gulfport

This subsection provides the results of an analysis that examines the opportunity to consolidate
inpatient care in Biloxi/Gulfport Submarket (Medical/Surgical care, including Critical Care).
Two scenarios are provided to demonstrate the capacity impact and economic implications of
centralizing the care at Keesler Medical Center (Scenario A) and VAMC Biloxi (Scenario B).
There are also assumptions imbedded in this analysis that open/expand VA access to Eglin and
NH Pensacola in the eastern Submarkets.

Of the combined 49 health care facilities included in this Study (across the three Market Areas),
Keesler and VAMC Biloxi are by far the closest in proximity to each other (separated by a few
hundred yards) with respect to health care facilities that offer a similar mix of inpatient services.
In an era when DoD/V A sharing has grown to become a key initiative for the Federal
government, Mitretek is certainly not the first to inquire about the possibility of consolidation
given the close proximity of these two hospitals. In July, for example, members of the VA
CARES Commission paid a visit to the VA Biloxi and Gulfport Divisions as well as Keesler
Medical Center and met with VA and DoD leadership, including the commanding Brigadier
General. The site visit notes raise several points associated with the opportunity for increased
collaboration between VAMC Biloxi and Keesler, with one option being a future delivery model
whereby Keesler would “take care of inpatient services while VA would take care of outpatient
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services.”' One month later, in a CARES Commission Post Hearing Summary for VISN 16, the
Commissioners recommended that an “additional study needs to be undertaken to assess the
cost/benefit of the options available at VA Biloxi including partnership with Keesler.™* The
application of this Study’s methodology takes the next step in exploring this opportunity based
on the current performance of these two Federal assets.

Baseline Situation

Demand for Inpatient Services

Demand for this analysis focuses on the Medical/Surgical and Critical Care inpatient utilization
by beneficiaries who reside in the Gulf Coast Market Area. The table below shows the total
discharges and average lengths of stay for in-market consumption, out-migration (other Federal
providers) and indirect care (private network providers). The FY02 volume in this exhibit
excludes Mental Health, Rehabilitation, Extended Care, and Obstetrics/Newborns. A full profile
of inpatient and outpatient care demand in the Gulf Coast can be found in the Market Assessment
Appendix.

Table 67: Total Utilization of Inpatient Medical/Surgical Care by Gulf Coast Beneficiaries

Total Utilization of Medical/Surgical Inpatient Care by Gulf Coast Beneficiaries

Biloxi/Gulfport
Eglin

Mobile

Panama City
Pensacola

Total Discharges

ALO,

R e

(a) Utilization by resides of each submarket at federal facilities in the Gulf Coast.
(b) Beneficiaries living in the Gulf Coast receiving care by a federal provider cutside the Market.
(c) Services provided by non-federal providers through fee-basis care (VA) and purchased care (DoD).

The in-market volume above reflects care provided by the four facilities offering
Medical/Surgical care in the Gulf Coast (excludes Gulfport) to beneficiaries who reside in this
Market. Of the 14,337 indirect care discharges (DoD) Indirect), over half represent patients 635
years of age or older (mostly TRICARE For Life enrollees). If patients over 65 are excluded
from DoD indirect care, (including direct care), 57% of the remaining inpatient demand is
accommodated by DoD and VA hospitals in the Gulf Coast.

With respect to the Biloxi/Gulfport Submarket, roughly 71% (or 2,048) of the 2,869 DoD in-
market discharges were generated by retirees and their family members. Not surprisingly, nearly
all of this care was provided at Keesler (11 total discharges at Eglin and Naval Hospital
Pensacola combined). Similarly, nearly all of the 1,289 VA in-market direct discharges took
place at VAMC Biloxi. In terms of VA out-migration, 185 of the 261 discharges occurred at the

*I CARES Commission Site Visit Report, page 2; Visit: July 2, 2003; Prepared by K. Collier, July 14, 2003
42 CARES Commission Post Hearing Summary, Section V., page 4; August 26, 2003
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VA Medical Center in New Orleans, which is the VA’s tertiary care hospital serving the Gulf
Coast Market and Southeast Louisiana.

Supply
Inpatient facilities in the Gulf Coast Market include two in the eastern end of the Market and
three hospitals in the Biloxi/Gulfport Submarket in the west. These facilities are:

Eglin

NH Pensacola
VAMC Biloxi
VA Gulfport
Keesler

Eglin and NHP are located approximately 50 miles apart in the eastern Submarkets of Eglin and
Pensacola. Each facility primarily caters to the needs of the active duty and their family
members in their separate and distinct services areas, centered by Eglin Air Force Base and
Naval Air Base Pensacola respectively. The facilities are similar in terms of their size, service
mix, and volume. Eglin is a 65-bed hospital (available beds) which had an average daily census
of 28 in FY02. Roughly 44% of its total workload (5,000 discharges) was Obstetrics/Newborn.
In terms of Medical/Surgical care, Eglin has available capacity for 20 additional patients (7,285
bed days), with an occupancy target of 85% for Medical/Surgical and 65% for Critical Care.

Naval Hospital Pensacola, located west of Eglin, is a 60-bed facility with an average daily census
of 25 with 37% of its total discharges (3,600) attributed to Obstetrics/Newborn. The hospital '
currently has a sharing agreement with the VA for inpatient care, and with demand by the
veterans/retirees on a steady increase, there are plans to reevaluate the agreement to allow for
more VA access. In FY02, VA enrollees accounted for 87 discharges (according to a patient
classification field in DoD data). Its current workload levels suggest that NHP has available
capacity for 28 additional patients (10,193 bed days) for Medical/Surgical care (with a 85/65
occupancy target).

The Gulf Coast Veterans Health Care System is a five-division health care system with hospitals
in Gulfport and Biloxi, Mississippi (the system also operates three outpatient clinics). The
Gulfport Division provides inpatient and outpatient Mental Health services and houses an
Alzheimer’s dementia unit. Through a collaborative agreement with Keesler AFB, BMC
Gulfport also accommodates the needs of military personnel with acute mental health care needs.
This facility was excluded from the Medical/Surgical Scenarios later in this section (it currently
has one Medical/Surgical bed), but it plays a vital role in providing behavioral health services to
the entire Gulf Coast Market. Its future delivery model and location (currently under review by
the VA) will have a direct impact on the other two facilities in Biloxi/Gulfport.

The facilities included in this analysis, VAMC Biloxi and Keesler Medical Center, are located in
Biloxi, 8 miles north of the BMC Gulfport facility. The VA Biloxi campus has 37 buildings on
approximately 125 acres of land. It is surrounded on the east and west by Keesler AFB housing.
VAMOC Biloxi serves as the only VA general medical facility for the Gulf Coast Market, with 40
Medical/Surgical beds and 9 Intensive Care beds. Neighboring Keesler (81% Medical Group) is a
90-bed tertiary care center, originally constructed as a 300-bed facility, which currently has a
reported 63 Medical/Surgical beds and 22 Intensive Care Units (available beds). The unused
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suites (around 200 beds) are currently being used for outpatient services and administrative
functions. The workload, capacity and operating costs for these two facilities are provided in the
balance of this section.

Capacity

For purposes of the analysis provided in this section, Medical/Surgical and Critical Care capacity
was only measured for VAMC Biloxi and Keesler. An 85% occupancy for Medical/Surgical
care and 65% occupancy for Critical Care was used to measure the Net Maximum Capacity
based on available beds. Capacity is measured in a status quo environment with the analytical
assumption that each facility is operating with adequate resources to meet the Medical/Surgical
care needs of their respective populations. The table below represents the baseline workload and
estimated available capacity for Medical/Surgical and Critical Care inpatient services at Keesler
and VAMC Biloxi.

Table 68: Estimated Medical/Surgical Capacity at Keesler and VAMC Biloxi

Med/Surg C(’;';'::' Total Med/Surg CE':‘:' Total
Baseline Capacity i
Available Beds Reported 63 22 85 40 9 49
Max Net Capacity (85/65) (a) 19,546 5,220 24,765 12,410 2,135 14,545
Baseline Bed Days (FY02) 10,596 3,761 14,357 12,695 912 13,607
Max Net Occupancy (%) 54% 72% 58% 102% 43% 85%
Avg Daily Census 29 10 39 35 2 37
Baseline Discharges 3021 6% 3,77 1,757 161 1918
Avg Length of Stay : 3.5 5.4 3.9 7.2 5.7 7.1
Net Capacity Available (b)
Estimated Bed Days 8,930 1,459 10,408 (285) 1,223 938
Estimated Discharges 2,552 270 2,822 39) 216 177
Equivalent Beds 25 4 29 8} 3 2
(a) Estimated capacity of the available beds (in davs) based on 85% target occupancy for med/surg and 65% for critical care.
(b) Discharges and equivalent beds based on gurrent ALOS.

Based on the number of available beds (85) at Keesler, this would suggest there are 25
Medical/Surgical beds and 4 Critical Care beds available for incremental volume. To the
contrary, VAMC Biloxi baseline Medical/Surgical days and available beds suggest the facility
has essentially no available capacity with an estimated 3 critical care beds available (based on
the 85% Medical/Surgical and 65% Critical Care occupancy targets). The capacity estimates
clarify the simple point that if there was a significant influx of Medical/Surgical volume in
Biloxi/Gulfport (or neighboring Submarkets), Keesler would be in a better position to handle the
incremental volume in a status quo mode. This reinforces conclusions drawn during the VA
CARES process.

As illustrated in the table below, the vast majority of the capacity (shown in bed days) is utilized
by patients originating from within the Gulf Coast Market with a moderate amount of in-
migration from outside the five Submarkets.
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Table 69: Patient Origin at Keesler & VAMC Biloxi

Patient Origin Keesler Biloxi

The total number of bed days from the eastern Submarkets to VAMC Biloxi is 1,609 — or 12% of
its total, Despite the 3% to 4% hours of drive time from these three points, this figure still
appears to be relatively low considering the fact that VAMC Biloxi is the only acute care facility
in the Market. From a VA planning standpoint, the true demand from the nearly 135,000 eligible
veterans residing in the Florida Panhandle is suppressed to some extent because all the veterans
who seek inpatient services are not necessarily emerging in the VA data. At least one-third of
this eligible population is over 65 years of age, which means one can assume that a sizeable
portion of these veterans are relying on Medicare, although some most likely supplement this
with benefits through the DoD TRICARE program (many through the TRICARE for Life plan).
An additional 24,000 are retirees (dual eligible) under 65 who may also enroll with TRICARE.
According to TRICARE claims data (FY02), private hospitals located in the Pensacola area
received over 2,000 Medical/Surgical discharges of Combined Beneficiaries 65 years and older
who reside in this three-county Submarket. An additional 1,500 discharges came from patients
originating from the Eglin Submarket. In general, there exists a growing demand in the Florida
Panhandle from a growing group of aging veterans who choose not to or cannot travel to Biloxi
for care, but would utilize VA inpatient services if a hospital were located in one of the eastern
Submarkets. For planning purposes, this makes it difficult to estimate the true level of VA
inpatient demand in this Market.

Cost

FY02 operating costs were compiled from several sources for Keesler and VAMC Biloxi to
gauge the estimated delivery costs associated with inpatient services, particularly
Medical/Surgical care. The purpose of introducing operating costs into this analysis is not to
compare operating cost efficiency between the two facilities and/or delivery systems, but to
appreciate in an aggregate sense the different resources required by the two systems to offer
similar inpatient services to their respective patient populations.

The total combined operating cost of Keesler and VAMC Biloxi is $300.8M (DoD, $167.8M;
VA $133M). This includes all health care services provided at the facility as well as other
system-specific missions (e.g., Readiness Programs at Keesler). With a focus on inpatient
services, the exhibit below provides FY02 operating costs for Keesler and VAMC Biloxi for
Medical/Surgical and Critical Care.
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Table 70: Total Operating Costs for Inpatient Medical/Surgical Care in Biloxi

Keesler Medical Center (a)

Critical Critical
FY 2002 Med/Surg Care Total Med/Surg Care Total
Operating Costs (in '000s)
Variable Cost 17,389 8,382 25,771 15,139 1,343 16,482
Fixed Cost 4,977 2,144 7,121 4,333 344 4,676
Total Cost $22.366 $10,526 $32,891 $19.471 $1,687 $21,158
Average Cost per (actual $)
Discharge $7.403 $15,123 $8.849 $11.082 $10,477 $11,031
Bed Day $2.11% $2,799 $2,291 $1.534 $1,850 $1,555

{a) Costs were captured from MEPRS and SADR data. Fixed and variable were estimated at a SEEC code level.
(b) Cost data was obtained from DSS National Data Extracts, Variable costs were drawn from
Account Level Budget Cost Center Detailed Reports.

The amounts shown above are a “preview” of the operating costs associated with this select
inpatient volume for each facility. On a per discharge basis, it is not surprising that VA is $1,000
higher than DoD given the difference in case mix. To that end, the average cost per day is less
for VAMC Biloxi due to the average length of stay, which is double that of Keesler’s. With the
average operating cost per bed day of $1,900 (of the two facilities), future operating cost savings
realized through increased collaboration or consolidation can be seen as an investment toward
the future health care needs of the Combined Beneficiaries.

Impact of Realigning Inpatient Services

Analytical Approach

Mitretek assessed the opportunity to consolidate Medical/Surgical care in Biloxi/Gulfport by
showing the impact of centralizing this care at Keesler (Scenario A) and VAMC Biloxi (Scenario
B). These scenarios were built on the baseline performance of each facility, their current
capacity, and the following key assumptions:

1. Eastern Submarket Facilities Recapture Medical/Surgical Care. This assumes
DoD and VA beneficiaries currently residing in the two eastern Submarkets of
Eglin and Pensacola would have access (eligibility) to receive care at the nearest
Federal hospital with available capacity, namely Naval Hospital Pensacola or
Eglin (and on the private network if necessary). In the two scenarios, the bed
days of care for these beneficiaries were identified and deducted from the baseline
for the measurement of capacity at VAMC Biloxi and Keesler. Additionally, bed
days of beneficiaries of the Mobile submarket who have nearly equal access
(drive time), to the Biloxi hospitals and Naval Hospital Pensacola were deducted
from the baseline at 50% of the total to adjust for the likelihood of utilizing Biloxi
hospitals.
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2. Practice Patterns Held Constant. In the scenarios, the Medical/Surgical volume
is transferred between these facilities without adjustments made to account for the
different ways in which DoD and VA may deliver clinical services. This is
accomplished by simply transferring all the bed days from one facility to the other
without altering the average length of stay (ALOS).

3. Operating Cost Savings of 10%. An in-depth cost accounting analysis would be
required to measure the potential operating cost savings to be realized by
consolidating Medical/Surgical services between the two facilities. This analysis
assumes that operating costs less 10% are transferred with the volume. Thisis a
conservative placeholder given that fixed indirect costs can be as high as 20% on
an average per discharge/bed day basis.

4. Capital Requirements Excluded. 1t is unrealistic to develop a complete estimation
of capital costs and incremental recurring expenditures associated with the
consolidation options presented because of the many uncertainties that are linked
to each end of the transfer. Renovation and new construction costs on a per bed
basis are offered as a reference point. While capital costs play a pivotal role in
any decision-making process relating to the integration of clinical services, this
assessment instead focuses its attention on gauging the feasibility of consolidation
with consideration given access, capacity levels, and service mix.

As reflected in the Study’s methodology, we approached this opportunity from the perspective of
the Combined Beneficiaries who currently rely on these systems, as well as the U.S. taxpayers
who financially support the Departments. As exercised in the Puget Sound example, this
approach focuses initially on the desirability of a particular option, specifically on the potential
for the realignment of health care delivery to improve patient access to care and/or to reduce the
costs of delivering the care. The VAMC Biloxi-Keesler example places less emphasis on access
in this portion of the Market, given the location and capabilities of these two facilities, and
allocates more attention to the possible economic benefits which could result from a future
delivery model where the resources could be leveraged to offer the same (if not higher) level of
quality care at a reduced cost. From a Federal dollar perspective, the logic would suggest that
any cost savings in operations or capital expenditures would be shifted elsewhere in the systems
to enhance the delivery of health care services to the benefit of the patients.

Scenario A (Keesler as receiving facility) and Scenario B (VAMC Biloxi receiving) are
summarized in two tables below. The below estimate the incremental capacity needed in order
to absorb the transfer of Medical/Surgical volume (in each direction) is based on a status quo
environment (with the exception of the specific eastern Submarket patient migration assumptions
noted earlier).
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Table 71: Scenario A - Consolidating Inpatient Care in Biloxi/Gulfport Submarket

SCENARIO A Biloxi VAMC - Status Quo Keesler - Status Quo Post-Transfer st Keesler
M/S [ 1IcU | Total M/S [ ICU ] Total Ms | ICU | Total
Capacity (Bed Days) _—
Baseline Demand (a) 12,695 912 13,607 10,596 3,761 14,357 23,291 4,673 27,964
Less: Pt. Migration from East (b) (2434)  (159) (2,593} (1555)  (655)  (2,210) {3.989) (814) {4,803)
Status Quo Demand 10,261 753 11,014 9,041 3,106 12,147 19,302 3,859 23,161
Maximuwn Net Capacity () 12.410 2.135 14.545 19,346 5,220 24,765 19,546 5,220 24,765
Capacity Surplus/Deficit | 2,149 1382 3531 | 10,505 2,014 12,618} | 244 1,361 1,604 |
Equivalent Additional Beds Required L2 » - - - }
Status Quo Operating Costs
Operating Cost per Day $1.534  $1.850  SLS55 $2,111  $279 52201 $1.723 $2,577 1,865
Baseline Operating Cost ($million) _ $194M  $17M  S21.1IM $224M  510.5M  §32.9M $33.2M $9.9M $3.1M
Operating Cost less Migration C§157M $14M 817.IM $19.0M  887M  827.M
(a} FY 2002 tetal medical/surgical and critical care bed days of care.
{b) Bed days of patients who reside in Eglin, Pensacola and Panama City and 50% of total bed days from Mobile Submarket patients.
(¢} Total capacity calcutated based on available beds a1 85% medical/surgical occupancy and 65% critical care occupancy.

The results shown in Scenario A indicate that Keesler, from a capacity standpoint, could assume
the Medical/Surgical volume currently provided at VAMC Biloxi without the need for
renovation or new construction based on these static figures. Clearly, this does not suggest that
other operational and facility-related requirements would not surface if such a transfer occurred.
If additional beds were required (now or in the future), a total upgrade of existing space per bed
would be roughly $121,000 (assuming 600 BGSF/bed and including project costs) in the Biloxi
area.” New construction per bed (at 700 BGSF/bed) would be an estimated $1 89,000.*

A transfer could result in recurring cost savings on several fronts. The figures above show
$1.7M of annual savings in operations. As noted earlier, this uses a conservative discount of
10% from the total operating costs per unit — in this case, VA Biloxi’s total delivery costs. Other
recurring costs, such as facility maintenance and repair (M&R), are difficult to estimate but it
currently costs an estimated $2.6 million per year to maintain the VAMC Biloxi inpatient
facility.¥ The use of the freed space at VAMC Biloxi post-transfer would determine the actual
portion of the amount of savings or cost avoidance. For example, the M&R costs would go
unchanged if VA Biloxi backfilled the space with extended care services, but it would be
considered a “savings™ in terms of annual M&R attributed to the future delivery of
Medical/Surgical inpatient care. This example would also apply to the $1.3 million in deferred
maintenance currently estimated for VAMC Biloxi.*®

Scenario B centralizes all Medical/Surgical care at VAMC Biloxi with the need for at least 24
additional beds to accommodate the incremental volume from Keesler. As noted in Scenario A,
the capital requirements would start at $4.5 million for new construction of 24 beds.*” More
importantly, this Scenario illustrates that regardless of the number of beds needed, new
construction would be required at VAMC Biloxi. This presents a host of additional challenges in
terms of facility planning and mix between the need for renovation and expansion.

43 Marshall & Swift Level 111 renovation estimate (complete restructuring/total upgrade) adjusted for Biloxi area of
$144.48/BGSF and assuming 600 BGSF/bed with 40% project costs.

%4 Marshal] & Swift; $192.62/BGSF (adjusted for Biloxi area).

% Estimated at 3% of the $86.5 million Plant Replacement Value (PRV); VA CARES Valuation Study, 2002.

% v A CARES Valuation Study, 2002.

47 Marshalt & Swift new construction estimate adjusted for Biloxi area of $192.64/BGSF and assuming 700 BGSF/bed with
40% project costs.
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Table 72: Scenario B - Consolidating Inpatient Care in Biloxi/Gulfport

SCENARIO B. Biloxi VAMC - Status Quo Keesler - Status Quo Post-Transfer at Biloxt YAMC
MiS | ICU | Touat M/S | ICU | Totat M/S | ICU |  Total
Capacity (Bed Days)
Baseline Demand (a) 12,695 912 13607 10,396 3,761 14,357 23291 4,673 27,964
Less: Pr. Migration from East (b) {2,434) (159)  (2,593) (1,555) (655)  (2.210) (3.989} (814) (4.803)
Status Quo Demand 10,261 753 11,014 9,041 3106 12147 19,302 3,859 23,161
Maximum Net Capacity (c) 12410 2,135 14,545 19,546 5220 24765 12410 2,135 14,545
Capacity Surplus/Deficit [ 2,149 1,382 35311 [ 10,5058 2,114 12618 | {6,892) (1,724) (8,616)]
Equivalent Additionnl Beds Required [ . 9 5 b1 1]
Status Quo Operating Costs
Cperating Cost per Day _ $1.534  S1.850 31,555 $2,111 52799 §232%1 51,705 $2,577  $i,850
Baseline Operating Cost (Smillion) _ $19.4M  $17M  $201.1M  $224M  $105M $329M  $329M  $9.9M $42.8M
Operating Cost less Migration $159M  $14M S1T.IM §19.0M  $87M  $27.TM
{a) FY 2007 total medical/surgical and critical care bed days of care.
(b) Bed days of patients who reside in Eglin, Pensacola and Panama City and 50% of total bed days from Mobile Submarket patients.
(¢) Total capacity calculated based on available beds at 85% medical/surgical occupancy and 63% critical care occupancy.

For this scenario, there is also opportunity for recurring cost savings from this transfer. The
figures above place the operating cost savings at $2 million. As with Scenario A, other recurring
costs, such as facility maintenance and repair (M&R) could also be avoided, depending on use of
freed space at Keesler after the transfer. Currently, M&R is an estimated $4.8M per year to
maintain the Keesler Medical Center.*®

35 Findings from the Assessment Applying the Collaboration Framework

The VA and DoD have 13 sharing agreements in effect involving the VA Gulf Coast Veterans
Health Care System and six military facilities. At the time of the first site visit, the dollar value
of these exchanges was approximately $2M, affecting inpatient, outpatient, and administrative
services. Examples of these include agreements between VAGC, VHS, and Keesler for
Behavioral Health services, and with Naval Hospital Pensacola and Eglin for medical surgical
care. VA and DoD officials have devoted a great deal of attention to two significant projects: the
planning of a 140,000 square foot ambulatory care center adjacent to NH Pensacola, and a
CBOC adjacent to Eglin AFB Hospital.

During the second site visit, both the quantitative methods used in the rationalization of inpatient
care example and the Collaboration Framework were reviewed. As well, Mitretek presented and
facilitated discussion about more than 50 opportunities for increased DoD/V A collaboration in
the Market. These opportunities included ideas that were applicable to all markets (grouped into
the Collaboration Framework) as well as ideas specific to the Gulf Coast Market and/ or specific
to certain facilities in the Market. The Attachment provides detail about these opportunities.

Along a continuum of Separate, Coordinated, Connected, Integrated, and Consolidated, most of
the relationships among the hospitals in the Market are either Separate or Coordinated. In terms
of clinical workload, VAMC and Keesler are classified as Connected since there are a high
number of referrals between the two (e.g. DoD psych is at VA Gulfport). They are also
Connected in Logistics, since there is some mutual examination of best pricing and service. The
relationship in staffing is Coordinated since there is some cross support in peaks and valleys.
Management and Education are also Coordinated since there is some joint planning and selective

8 Estimated at 3% of the $160 million Plant Replacement Value {using $200/sf @ 800,000 sf). Estimate supported by VFA
review,
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exchange of teaching methods. However, Facilities, Business Processes, IM/IT, and Research
are all scored as Separate.

VAMC and Eglin’s and VAMC and NH Pensacola’s relationship have the same profile to each
other: Connected for Clinical Workload, Coordinated for Management and Logistics, but
Separate for Facilities, Staffing, Business Processes, Education/T raining, and Research.

The feedback sessions during the second site visit affirmed the use of the collaboration
framework as a useful way to look at the relationship between VA and DoD within the Market.
The framework highlights the many dimensions of collaboration, and can be used as a frame of
reference in future planning.

Table 73: VAMC & Keesler Relationship Grid

Domain Separate Connected
Clinical Instgniticant referrals High numbers of
Workload S ’ referrals

Projects & facilities
Fucilities Distant come from master
planning
Staffing Distinet Joint staff planning
: Work flows
Business .
Different understood & acted
Processes on
Management/ No Relation Overlap of key
Governance functions
/——_ ] -\ Moving toward
IMAT A\ Separate systems systems interface
utual examinatior™, [
Logistics Little if any exchange of best pricing and
8 .
service
Education & Frequent use of joini
Traini Distingt programs and
raining curriculum
>l Joint planning and
Research Distinct review of many
studies
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Table 74: VAMC & NH Pensacola Relationship Grid

Domatn Separate Connectad
Clinical . Insignifican referrals High numbers of
Workload ;. . referrals

Projects & facilities
Facilities Distam come from master
planning
‘Staffing 4 Distinet Joint staff planning
. Work flows
Business .
Different umderstood & acted
Processes on
Munagemen.t/: No Relation Ove'rlap.ofkey
Governance .. finctions
" Movin
c e re £ toward
IMAT Separate sysiems systems interface .
S Mutual examination
Logistics. Little if any gxchange of best pricing and

service

Ed:_cc_érian &
Training

[hstinct

Frequent use of joint
programs and
curriculum

Research.

Distinet

Joint planning and
review of many
studies

Table 75: VAMC & Eglin Relationship Grid

Education &

.

Domain Separate oordin Connected
Clinical P Insignificant referral High numbers of
Workload referrals

Projects & facilities
Fucilities Distant come from master

planning
Staffing » Joint staff planning
. Work flows
Business Dritterent understood & acted
Processes on
Management/ No Relation ¢ Overlap of key
Governance NG functions
IMAT Separate sv ::\ Moving toward
o7 systems systems interface

Mutual examination

Logistics Liule if any exchange of best pricing and

seTvice

Frequent use of joint

. ‘ Tistingt prograrns and
Training curriculum
Joint planning and
Research - ' Iistmer review of many

studies
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3.6 Recommendations for the Gulf Coast Market

The two Scenarios presented in this analysis illustrate the opportunity for consolidation anchored
by the fundamental measurement of capacity. The analysis finds that the current performance of
Keesler and VAMC Biloxi indicates that these facilities are independently well positioned to
meet the demand of their respective populations without an excessive surplus of capacity.
However, if immediate consolidation was required, these two Federal providers could merge
medical/surgical care in a status quo environment (i.e., current operations) without jeopardizing
the existing mix of services, access to care and/or the recurring costs of delivery. This analysis
justifies the need to explore a future delivery model of centralized acute care services in Biloxi,
MS. The following two specific (and one general) recommendations are offered:

Mitretek recommends that DoD and VA establish a joint task force in the near term to move
forward with an in-depth operational and facility assessment that includes a future consolidated
model of Medical/Surgical care in Biloxi based on the present and projected demand of the
beneficiaries.

This effort should set aside the uncertainty of policy-oriented issues such as BRAC and/or
integration of GME programs. The detailed analysis should exhaust all avenues in terms of care
delivery models with patient demand/health care needs as the central driver. Facility-specific
considerations should be secondary in this planning process.

Mitretek recommends the VHA refrain from drawing any conclusions (and retract any offered)
until a detailed reexamination of the Keesler alternative with DoD representatives is conducted.

VHA recently released the Realignment Study for VISN 16, which through a cost/benefit
analysis of several alternatives concludes that all services currently offered at the BMC Gulfport
be moved to VAMC Biloxi. This “preferred alternative™ would allow for the “prediction of the
outcomes for veteran patient services in a single consolidated location, to produce a single
standard of care.” A separate alternative included a “sharing agreement for provision of
clinical services with Keesler” which was “retained as local command support for sharing may
change again during the CARES process.”s % The current direction of this VHA study signals a
lack of collaborative planning on the part of both Departments.

Mitretek recommends the VHA refrain from drawing any conclusions (and retract any offered)
until a detailed reexamination of the Keesler alternative with DoD representatives is conducted.
The current preferred alternative includes renovation of 123,000 DGSF and new construction of
155,000 DGSF with total capital costs of approximately $30M.*! In concert with the
methodology presented, Mitretek feels it is premature to draw conclusions without assessing a
consolidated delivery model for duplicated services between DoD and VA given the remarkable
proximity of these three facilities.

Mitretek recommends that the organizations continue to consider, plan for, and act on most of
the identified opportunities in the Market.

* Narrative component of VHA Realignment Study, VISN 16, November 21, 2003; p. 18.
%% Realignment Study, p. 18
3! Realignment Study, pgs. 4 and 8.
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These opportunities identify the present avenues for improving care delivery to military and
veteran beneficiaries residing in the Market. All such actions should proceed from a deliberate
joint planning process.
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4 MARKET ASSESSMENT- HAWAII MARKET

A goal of this study is to view the market area from the perspective of the Combined
Beneficiary®, rather than from the perspective of the System delivering the care. Thus, the
market has been divided into four submarkets—based on geography rather than existing care
delivery models: Kauai, Maui, Oahu, and The Big Island. These are displayed in the map below.

Hawall Counties:

B Hawar
[ HowoLuu
Bl kaLawao
[ Y
m

. NBM Shipyard _. L
: _NE_I?_UIC _F‘Eas‘l Harbot?
sl Hickan Clinig o

NEMC Shipvard
NEMC Pear! Harhor .
Hickamn Clinic

The Hawaii Market area for this Study consists of 15 DoD and VA facilities—1 hospital and 10
outpatient centers (plus four active-duty-only facilities). The facilities include:

Table 76: Study Market Area Definition for Hawaii

Submarket County DoD Facilities VA Facilities
Oahu Honolulu ~  Tripler AMC — VA Medical & Regional
— 15th Med Group Hickam Office Center — Honolulu
— BMC Kaneohe Bay (VAMROC)
—  BMC Makalapa
— BMC Pearl Harbor Naval
Shipyard
— Schofield Barracks

*? See the Introduction of this Appendix for a definition of Combined Beneficiary.
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Submarket County DoD Facilities VA Facilities
Maui Maui Wailuku CBOC
Kauai Kauai Lihue CBOC
The Big Island | Hawaii Hilo CBOC
Kailua-Kona CBOC

The Submarkets and their facility relationships are illustrated below.

Table 77: Hawaii Submarkets and Facilities

@ Primary Care
© Amb Care Ctr

Acute
AMC/Tertiary

BMC Kaneohe
Bay

Schofie
Bamracks

NMCL Pearl ﬂ-l
Harbor TAMC
BMC Shipyard

Pearl Harbor % -
15% MDG - Fhickam

Bl Ambulatory BH
&% Long Term Care

@ Acute BH

CBOL Hile

CBOC Kailua-Kona

& CBOC Lihue
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4.1 Populations

4.1.1

The Hawaii Market Area has approximately 248,500 eligible Combined Beneficiaries—
approximately 15,000 of which are “dual eligible” for both DoD and VA benefits. The eligible
population is split almost evenly between DoD and VA—with 55% of the eligible population
DoD. The Oahu submarket has 85% of the eligible population (as well as the majority of the
treatment facilities)

Eligible Population

In the Hawaii Market overall, 31% of the DoD 142,000 eligible population are Active Duty, 42%
are Active duty family members, 10% are Retiree, 16% are Retiree Family Members. This is a
different profile than the Puget Sound and Gulf Coast Markets, where 20% of the eligibles are
Active Duty, 26-28% are Active Duty Family Members , about 20% of Retirees and about 30%
are Retiree Family Members. Of the 116,000 eligible Veterans, 64% are Priority Group 8 and
18% are Priority Group 5. The rest are spread with about 3-5% each in the other Priority
Groups.

4.1.2

The enrolled population of Veterans in the Hawaii Market (29,600) equaled 25% of the eligible
population. The number of enrolled DoD exceeded the number of eligible DoD on average.
However, it is mostly driven by Oahu—where the number of enrolled is 145% of the number of
eligible. In the other Submarkets, the number of enrolled is equal to less than 20% of the number
of eligible. (Note that for DoD there are actually more enrolled than eligible—because DoD
beneficiaries can be enrolled in a facility outside the Market area).

Enrolled Population

Below are tables that display the enrolled population broken down by Priority Group and
Beneficiary Category.

Table 78: VA Enrolled Population by Priority Group

th

1 2 3 4 5 6 7 8

3.794 2,957 5,298 337 7,860 283 617 8,448

28.5%

12.8% 10.0% 17.9% 1.1% 26.6% 1.0% 2.1%

Table 79: DoD Enrolled Population Beneficiary Category

Active Duty Family
Active Duty Members Retiree Retiree Family Members
62,007 117,769 8.311 15,625
30.4% 57.8% 4.1% 1.7%
4.1.3 Users

The number of Combined DoD/V A unique users of either the direct or indirect care system (net
of dual users) equaled 88% of the combined enrolled population. The number of unique DoD
users of either the direct or indirect care system (196,000) was equal to 96% of the DoD enrolled
population, and the 16,000 unique VA users of either direct or indirect care equaled 55% of the
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VA enrolled population. Indirect care is Purchased Care for the DoD and Fee Basis Care for the
VA. The relationship of VA user to VA enrollees is much lower in Hawaii than in the other
Markets (where it is 69-77%).

In the DoD, 31% of the total users accessed indirect care. Inthe VA only 18% used indirect
care, For direct care, 4% of users were dual users (used both systems).

4.2 Workload

4.2.1 Inpatient: Direct Care

Residents of the Hawaii Market area consumed about 13,700 discharges and about 60,600
inpatient days of direct care in Medicine (including Rehab), Surgery, Behavioral Health
(including Substance Abuse), and Ob/Newborn (Post Partum and Nursery days both counted).
These volumes include out-migration, but exclude purchased care and extended care.

Direct care discharges for this type of care varied by Beneficiary Group. If Veterans are
excluded from the DoD volume, 62% of discharges were consumed by Active Duty Family
Members, 22% were generated by Active Duty, and 7% each for Retirees and Retiree Family
Members. The data do not allow us to break down the Veterans admitted to Tripler by Priority
Group.

Because most of the discharges and inpatient days are at Tripler, it is necessary to use the Patient
Classification System to identify the Veterans (K-61) who generate workload at Tripler. These
Veterans are not necessarily patients of or referred by the VA system. Using this methodology, it
appears that 16% of the discharges and 34% of the direct care inpatient days generated by the
residents of this market were Veterans. 84% of the discharges and 66% of patient days were
DoD. 85% of direct care Behavioral Health days were generated by Veterans while 62% of total
direct care Medicine days and 75% of the direct care Surgery days were generated by the DoD.
Note that of the 9,500 Medicine days for DoD, 2,400 are Pediatrics.

As seen in the case mix table below, of direct care inpatient days generated by Combined
Beneficiaries from this market, 25% were for Medicine (including rehab), 21% for Behavioral
Health, 25% for Surgery and 28% for Ob/Newborn (post partum and nursery both counted). The
case mix is different for the two Services. For the VA, 53% of its direct care days were for
Behavioral Health and only 18% of its direct care days were for Surgery. This compares to 5%
and 28% respectively for the DoD.

Table 80: Percent of Total Inpatient Days by Product Line and Service (Case Mix)

Product Line DoD VA Total
Behavioral Health 5% 53% 21%
Medicine 24% 29% 25%)
Surgery 28% 18% 25%
Ob/Newbomn 43% 0% 28%

100% 100%) 99%

Totals are less than 100% due to rounding
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Based on the enrolled populations of the two systems, and using the patient classification system
to identify the Veterans using the DoD facilities, there are the following direct care use-rates per
1,000 enrolled. Based on the enrolled populations of the two systems, there are the following
direct care use-rates per 1,000 enrolled. This means these use rates exclude the purchased
care/fee basis care—so it reflects only the use of the MTFs and VA facilities. In the DoD, 31%
of the total number of users in this market accessed the purchased care system—and those users’
activity is not reflected in these use rates. (In the VA, 18% of total users accessed fee-basis care).
Also, the inpatient days for the VA are skewed due to the high number of behavioral health days.
Nonetheless, the table below shows clearly the difference in patient profile between the DoD and
VA. The VA direct care use rates for patient care days are not very dissimilar from the other two
markets. The Gulf Coast had higher Medicine Days use rates—but half of their days were
Rehab.

Table 81: Percent of Total Inpatient Days by Product Line and Service (Case Mix)

DoD/VA

Product Line DoD} VA Combined
Behavioral Health 9.68 364.50 54,73
Medicine 46.38 198.52 65.70
Surgery 55.90 125.37 64.72
Ob/Newbom 84.56 73.82
Total 196.52 688.39 258.97

Note that in addition to the workload described about, users from the Hawaii Market generated
138 Extended Care direct care discharges and approximately 13,800 Extended Care direct care
inpatient days. It was noted during the site visits that access to long term care is a challenge for
the VA.

42,2 Inpatient: Indirect Care

Indirect Inpatient care is measured in DRG’s for both DoD and VA. Note that a lot DRGs were
coded to 000—and that volume is categorized as “Other.”

The DoD is the primary purchaser of indirect care in all Markets. Excluding “Other”, the largest
volume of indirect inpatient care is in Medicine and Surgery. When looking at the HCSR claim
detail for DoD it appears that in the “Other” category, at least an additional 148 discharges were
Medicine, 112 were Newborn, 128 were Behavioral Health, and 28 were Surgery (the remaining
700 discharges in “Other” could not be further classified). The average length of stay for all
indirect care in this Market was 7.7 days. The indirect inpatient admission use rate per 1,000
enrolled beneficiaries was 8.4 for DoD and 11.7 for VA. The VA use-rate is almost 4 times
higher than the other Markets.

The majority of the VA activity was for Priority Groups 1 and 5, and the majority of inpatient
activity for the DoD was nearly evenly split between Active Duty Family Members, Retiree, and
Retiree Family Members. When the DoD activity is broken down by age, it is revealed that 36%
of the discharges were for people over the age of 65—most likely TRICARE for Life enrollees.
This is different than in the other Markets, where at least 50% of the discharges were for people
over the age of 65.
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Table 82: Indirect Care Discharges

Product Line DoDd VA Total
Behavioral 21 48 69
Medicine 329 164 493
Newborn 8 8
Ob/Gyn 35 35
Surgery 215 70 285
Other 1,111 63 1,174

Total 1,719 345 2,064
Table 83: Indirect Care Days
Product Line DoD VA Total
Behavioral 196 280 476
Medicine 2,818 905 3,723
Newbom 15 15
Ob/Gyn 104 104
Surgery 1,225 685 1,910
Other 9,199 383 9.582
Total 13,557 2,253 15,810

Table 84: Indirect Care Discharges by Beneficiary Category and Priority Group

% of
respective

Beneficiary Group Discharges system
None provided 2 1%
PG 1 131 38%
PG 2 30 9%
PG3 22 6%
PG 4 27 8%
PG5 127 37%
PG 6 3 1%
PG 7 3 1%
Pg 8 0 0%
Subtotal 345 100%
Active Duty 142 8%
Active Duty Family Members 619 36%
Retiree 422 25%
Retiree Family Members 536 31%
Subiotal 1,719 100%

Total 2,064
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Table 85: DoD Direct Care Discharges by Age

Product Line 0-17 18-44 45-64 65+ Total
Behavioral 1 11 4 5 21
Medicine 56 37 37 199 329
Newborn .8 8
Ob/Gyn 3 26 4 2 35
Surgery 5 54 30 126 215
Other 308 315 193 295 1,111
Total 381 443 268 627 1,719

22% 26% 16% 36% 100%
4.2.3 Qutpatient: Direct Care

Residents of the Hawaii Market area generated nearly 1 million direct care visits. This activity
includes visits to providers, diagnostic departments (such as lab and x-ray), therapeutic
departments (such as radiation therapy, physical therapy), and emergency departments, and
includes out-migration. When some specialties such as optometry, dental, audiology, ED,
diagnostics and therapeutics are excluded (in order to focus mostly on medical/surgical
ambulatory provider activity), there were about 800,000 direct care ambulatory visits to
providers in Behavioral Health (including substance abuse), “Distinctive Programs™ (such as
Underseas Medicine & Flight Medicine), Medical Specialties (including rehab), Ob/Gyn,
Surgical Specialties, and Primary Care.

The following observations focus on the 800,000 non-diagnostic and non-therapeutic visits. Of
this, 87% (or about 691,000 visits) were DoD and 13% were VA. The majority of all visits in
any Product Line were generated by the DoD. This profile is quite different from the other two
Study Markets, where roughly 30% of Behavioral Health, 70% of Surgical Specialty and 60% of
Medical Specialty direct care visits were DoD.

Table 86: Workload by Product Line

Product Line DoD VA Total % DoD % VA
Behavioral Health 88,684 31,750 | 120,434 74% 26%
Distinctive Programs 15,311 0 15,311 100% 0%
Medical Specialty 84,222 16,932 [ 101,154 83% 17%
Ob/Gyn 73,278 0 73,278 100% 0%
Primary Care 355,502 55,542 | 411,044 86% 14%
Surgical Specialty 74,216 2,533 76,749 97% 3%
Total 691,213 106,757 | 797,970 87% 13%

As seen in the case mix table below, of the subset of direct care outpatient visits described above
generated by Combined Beneficiaries from this market, 52% were for Primary Care (which
includes Internal Medicine, Pediatrics, Family Practice, and VA Women’s Health), 15% for
Behavioral Health, 10% for Surgery/Surgical Specialties, 13% for Medical Specialties, and 9%
for Ob/Newborn. Note that the case mix for DoD and VA are fairly similar—except for
Behavioral Health.
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Table 87: Percent of Total Ambulatory Visits by Product Line and Service (Case Mix)

Produet Line DoD VA Combined
Behavioral Health 13% 30% 15%
Distinctive Programs 2% 0% 2%
Medical Specialty 12% 16% 13%
Ob/Gyn 11% 0% 9%
Primary Care 51% 52% 52%
Surgical Specialty 11% 2% 10%

100% 100% 100%

Totals exceed 100% due to rounding

Direct care use rates per 1,000 enrolled population also show that the VA enrolled population
uses the direct care system at about the same rate as does the DoD. This is different than the
other two Study Markets, where the VA had much higher use rates than the DoD. In Hawaii, the
VA has lower direct care use rates than in the other Markets (3,600 per 1,000 compared to 4,600
in Gulf Coast and 4,800 in Puget Sound). Also in Hawaii, the Do) has higher direct care use
rates than the other Markets (3,400 per 1,000 compared to 2,600 in Gulf Coast and Puget Sound).
This is most likely related to the use of indirect care: the percent of DoD users who accessed
purchased care was lower in the Hawaii Market than the other two Markets. Likewise, the
percent of VA users who accessed fee basis care was higher in Hawaii.

Table 88: Direct Care Qutpatient Visit Use Rates per 1,000 Enrolled Population

Total
Product Line DoD VA DoD/VA
Behavioral Health 435 1,072 516
Distinctive Programs 75 0 66
Medical Specialty 413 572 434
Ob/Gyn 360 0 314
Primary Care 1,745 1,875 1,762
Surgical Specialty 364 86 329
Total 3,393 3,604 3,420

When viewed from the perspective of the facility (rather than the market), the facilities in the
Gulf Coast Market saw more than 1.1 million direct care visits to providers, diagnostics,
therapeutics, and emergency departments—including in-migration from other markets. Thirty-
eight percent of the total outpatient activity supported by the facilities in the market was Primary
Care, 19% was Medical Specialty (including Rehab), 12% was Behavioral Health, and 14% was
“Qutpatient Specialty” (a combination of dental, optometry, audiology, geriatrics, emergency
department, home care and nutrition).

The greatest amount of activity was in the Clinical Service Lines of Internal Medicine (189,000
provider, diagnostic, and therapeutic visits), Family Practice (143,000 provider, diagnostic, and
therapeutic visits), Mental Health (103,000 provider, diagnostic, and therapeutic visits), and
Rehab (112,000 provider, diagnostic, and therapeutic visits). These four Clinical Service Lines
represent nearly 50% of the total activity provided by the facilities.
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The combined workload of all the facilities in this market is distributed as follows:
Table 89: Activity by Facility

% of
Facility Name workload
Tripler AMC 49%
Schofield Barracks 12%
VAMROC 10%
INMCL Pear] Harbor 10%
15th Med Group Hickam 5%
BMC Kaneohe Bay 4%
BMC Pearl Harbor 3%
CBOC Hilo 1%
CBOC Kailua-Kona 1%
CBOC Lihue 1%
CBOC Wailuku 1%
4.2.4 Outpatient: Indirect Care

A description of the outpatient indirect care activity is described in much more detail in a later
section of this report. Below is a display of outpatient activity by Beneficiary Category/Clinical
Service Line.

Table 90: Outpatient Indirect Care by Beneficiary Category

% of
respective
system
Beneficiary Group Total volume
None noted 77 0%
PG 1 12,019 43%
PG 2 2,026 7%
PG 3 2,618 9%
PG 4 1,097 4%
PG 5 8,399 30%
PG 6 46 0%
PG 7 113 0%
PG 8 1,422 5%
Subtotal 27,817 100%
AD 6,807 4%
ADFM 79,543 47%
RT 31,378 18%
RTFM 52,569 31%
None Noted 26 0%
Subtotal 170,323 100%
Total 198,140
4.3
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4.4 Supply
4.4.1 Key Productive Spaces

Within a complex hospital, there are only a few areas that generally are considered the key
productive spaces. Although the hospital provides a wide range of services, the major drivers of
space and capacity tend to be inpatient beds, outpatient exam rooms, operating rooms, and
diagnostic imaging equipment. As stated previously, in order to facilitate investigation of
sharing opportunities, the two Departments should work diligently to develop standards and

definitions for measuring the supply of these spaces and converting them into capacity

Since both the DoD and VA use 85% inpatient bed occupancy as a planning standard for
Medical/Surgical beds, and 65% occupancy is a commonly accepted high level critical care
standard, this Study did an initial assessment of Medical/Surgical, Psychiatry, and Critical Care
bed capacity versus demand. The market has 190 staffed beds and 223 available beds in these
categories. In 2002 Tripler had a weighted average staffed-bed occupancy of 63%.

Table 91: Productive Spaces

2002 Acute | (1)Patient | (1) Patient
Care Days Days
Patient Capacity Capacity (2)Actual (2) Actual
Days (Staffed {Available | Weighted | Occupancy | Occupancy
Facility (Non-OB) Beds) Beds) Occupancy (Staffed (Available
Market Name Unit Type | Workload | 83%/65% | 85%/65% Target Beds) Beds)
Hawaii | Tripler
Total AMC Med/Surg 32,584 47.724 56,575 0.82 58% 47%
Tripler DoD [P
AMC Psych 2,054 4,654 4.654 0.85 38% 38%
Tripler VA IP
AMC Psych (3) 8,799 6,205 6,205 0.85 121% 121%
Hawaii
Total 43.437 58,583 67,434 63% 53%
Notes:

(1) Capacity based on bed counts provided from surveys and site visits. Capacity is bed count x 365 x 85% for

Medical/Surgical regular, telemetry, and psych or 65% for Critical Care

(2) Actual occupancy is calculated as 2002 workload/(365*beds). (It does not first reduce capacity by 85% or 65%
as in the capacity calculations). Current beds counts (used for "capacity”) might be slightly different than bed counts
in 2002 (data used for workload). Weighted occupancy target based on %6 of staffed beds that are regular/telemetry
versus critical care. Patient Days exclude OB, Nursery, Rehab, Extended Care, Rehab, SCI. Patient days include in-
migration. Patient Days exclude observation care. Med/Surg is combination regular, telemetry, and critical care.
Tripler staffed 1CU beds (5} seemed to be an error, so weighted occupancy target is based on available beds rather
than staffed

(3) Tripler VA Psych days are a sum of the days that show up in VA and as Vets (K-61) in the DoD data

Facility Condition

Since TAMC recently completed a facilities master plan, architects and engineers from the
project team did not complete cursory evaluations of the major clinical buildings in the Hawaii
Market (as was done in the other Markets). However, some summary level information about
Tripler is in the Attachment to this Appendix.

Access
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Drive time analysis in Hawaii is limited to drive time within each island. In Oahu, all enrollees
are within 60 minutes of a facility within their system. In the other Submarkets, only the VA
beneficiaries are within 60 minutes of a facility. Although the DoD population in the other
Submarkets is small, opening the VA to these beneficiaries would improve their access.

Costs

The total costs that were incurred by DoD and VA in FY02 to fund the care required by the
Hawaii study market beneficiaries represent the current baseline total annual system costs for the
Hawaii market. This is the annual cost required to fund the care provided to the Combined
Beneficiary population in the Hawaii study market and includes all direct care provided directly
by DoD and VA facilities as well as indirect care purchased by DoD and VA for these
beneficiaries. The baseline cost performance for the Hawaii study market is illustrated in the
table below.

Table 92: Costs in the Hawaii Market Area

Baseline Total Annual Cost to Deliver Care to DoD and VA Beneficiaries in
Reside in the Hawaii Market (FY2002)

HAWAII COSTS BY AGENCY

DoD

VA

Total

Cost Figures in Thousands ('000s)

-
Inpatient Care 93,149 11,253 104,402
Qutpatient Care 153,434 49457 202,891
Total In-Market 246,583 60,710 | § 307,293

Inpatient Care 1,789 669 2,458
Outpatient Care 3,833 490 4,323
Total Qut-Migratio) 5,622 1,159 | § 6,781

Inpatient Care 7,606 2,899 10,505
QOutpatient Care 23,609 1,725 25,334
Total Non-Direct 31,215 4624 | % 35,839

e
Inpatient Care 102,544 14,822 117,366
Outpatient Care 180,876 51,672 232,548
TOTAL 283,420 66,493 | § 349,913

R

Total Enrollees (1)

203,712

29,624 233,336
Total Cost per Enrollee L3978 2245 % L3500
Total Market Users (1) 197,754 22,998 220,752
Total Cost per User 1433 § 289118 1,585

(1) Market enroliees and market users for FY2002 extracted from the Joint Assessment Study Series 4 Database
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The Hawaii study market current baseline annual costs summarized above provides a high level
perspective of the total costs for delivering inpatient care and outpatient care, in the aggregate for
the entire study market. These inpatient and outpatient costs can also be broken down by Product
Line as illustrated in the tables that follow.

Table 93: Costs by Product Line

Baseline Total Annual Cosi to Deliver Inpatient Care to DoD and VA Beneficiaries in Reside in the Hawaii Market (FY2002)

Drirect Care In-Market [ Direct Care Out-Mipration | | Non-Direct (Purchased) Care | | FY 2002 Total
Figaures in Thousands ("00ils) DD VA Totat | [_DoD | ¥A | Tott | DoD | vA | Total | Lo [ va | Towl
Hawaii Inpatient
Medicine (1) 25,660 5615 31275 1.073 - 1,073 2,650 1.164 3.814 29,383 6,779 36,162
Surgery 35,722 12 35,734 513 - 313 292 - 292 36,527 12 36,539
Ob/MNewbom 23,974 - 23974 123 - i23 923 1,226 2,149 25,020 1,226 26,246
Behavioral Health 7.793 5,620 13419 80 669 749 1,561 160 1,721 9,434 6,455 15,889
Unknown/Qther - - - - - - 2,180 349 2,529 2,180 349 2,529
Total $93,149  $11.253 5104.402 51,789 $669 $2.458 $7.606 $2,800  §10,505 5102544 514,822 5117366

(1) Includes Fxtended Care for VA Direct Care In-Market

Baseline Total Annual Cost to Deliver Outpatient Care to DoD and VA Beneficiaries in Reside in the Hawaii Market (FY2002)

Direct Care In-Market I Direct Care Qui-Mipration | | Non-Direct {Parchased) Care | { FY 2002 Total
Figures in Thowsands (000} DoD VA Total I Dol I VA | Tonal I I DoD I YA ] TorL} Dol VA Total
Hawaii Outpatient
Primary Care 51,057 10,415 61,472 1,536 74 1,610 2,040 38 2,078 54,633 10,528 65,161
Ob/Gyn 11,719 - 11,719 125 - 125 418 - 418 12,262 - 12,262
Medical Specialty 25,602 6514 32,416 528 55 583 1,100 1,140 2,240 27,530 7,709 35239
Surgical Specialty 22,658 718 23370 429 104 533 7119 355 7,474 30,206 1,177 31,283
Behavioral Health 17,246 8,702 26038 240 25 265 134 25 159 17,620 8,343 26,461
Other Outpatient 24,852 23,017 47,869 975 231 1,206 1,200 167 1,367 27,027 23,416 50,443
Extended Care - - - - - - 11,598 - 11,598 11.598 - 11,598
Total 153,434 49,457 02,891 3,833 490 4,323 23,609 1,728 E.334 180,876 £1,672 232,548

The cost data available for the Hawaii market can be used to calculate the current baseline cost
performance for specific sub-segments of each study market, such as select geographic
submarkets, for select beneficiary populations, and for select Product or Clinical Service Lines.

4.5 Findings from the Application of the Study Methodology to the Opportunity to
Recapture Indirect Care

The geography of the islands and the distance from the mainland makes out-migration to other
DoD or VA facilities less feasible than in other regions, Thus, in situations where the existing
DoD or VA facilities cannot provide care, the Departments must purchase the needed care from
the private sector.

As stated in other sections of this report, there are opportunities for the DoD and VA in Hawaii
to improve their performance in clinical and business processes: coordination of care, utilization
review, and clinical resource management. In purchased clinical services where there are high
volumes, complaints about poor access, and/or high costs, the two Systems could work together
to recruit specialists to serve the Combined Beneficiaries in Hawaii.

As an attempt to gauge the amount of care that is provided by non-federal providers, Mitretek
Systems analyzed the outpatient indirect care for the DoD and VA in Hawaii. The level of detail
in available in this report highlights the levels of activity—but more analysis would be required
in order to isolate volume for the purposes of physician planning.
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Table 94: Qutpatient Indirect Care Volume by Product Line

Product Line DoD VA Total
Behaviora! Health 14,808 602 15,410
Medical Specialty (incl. rehab) 33,256 19,240 52,496
Ob/GYN 5,074 0 5,074
Qutpatient Specialty 8,469 45 8,514
Primary Care 93,360 1786 9,5146
Surgical Specialty 15330 6170 21500

Total 170297 27843 198140

Note: much of the DoD Primary Care activity is from the managed care support contracts for this service™

When broken down by Clinical Service Line, there are some specialties where the combined
indirect care activity of the two systems might be sufficient to employ a physician jointly in
order to improve access for their beneficiaries. Due to the way the data are grouped, much of
this “specialty” volume might actually occur in the offices of internal medicine practitioners—
particularly for the VA. However, the magnitude of the visit activity in these Clinical Service
Lines makes them worthy of additional research. Some of the highest volume Clinical Service
Lines include:

Table 95: Outpatient Indirect Care and Direct Care Activity by Selected Clinical Service Line

VA % of
DoD DoD VA VA Dod % of Total

Clinical Service Indirect Direct Indirect Direct Total That That Is

Line Yolume Volume Yolume Yolume Is Indirect Indirect
Cardiology 3,233 17,271 3,610 877 16% 80%
Gastroenterology 2,840 4,438 2,038 2,174 39% 48%
Nephrology 821 7,027 3,797 259 10% 93%
Neurology 1,550 848 1,378 100% 38%
General Surgery 2,122 §.432 1,648 20% 130%
Orthopedics 3,318 31,806 2,474 2,143 9% 54%
Dermatology 3,163 10,837 350 777 23% 31%

It is interesting to compare the indirect care volumes to the direct care volumes in these Clinical
Service Lines. In Cardiology, Nephrology, and Orthopedics, it is possible that the DoD could
recapture their volume without additional providers, because the indirect care activity accounts
for 16% or less of the activity. For the VA, however, indirect care accounts for nearly half or
more of volume in all of these specialties (however, the specialty volumes for VA include
activity that might have occurred with an internal medicine doctor). There is a combined volume
of over 5,000 purchased visits in Gastroenterology—sufficient volume to jointly employ at least

** Managed care support contracts are risk contracts with civilian provider networks to compliment the healthcare
services provided in the Military Treatment Facilities.
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one physician. Note that for some Clinical Service Lines, such as Surgery and Neurology, 100%
of the volume is indirect care for one of the Departments.

Much of the DoD activity is likely to be TRICARE for Life™, presuming that most of the
activities of patients over the age of 65 represent this category. Twenty-two percent of overall
DoD activity is over age 65, and between 24-55% of the activity in the Clinical Service Lines
above are over age 65.

It is also interesting to see that the DoD is purchasing the highest volume of care in Mental
Health and in Rehab—traditionally two areas of clinical excellence for the VA. Tt could be
worth evaluating whether the VA has capacity to service some DoD beneficiaries in these two
services.

Table 96; DoD Outpatient Indirect Care in Select Clinical Service Lines

Clinical Service Lines Volume
Mental Health 14,808
Rehabilitation 19,431

Overall, the outpatient indirect use rate of visits per 1,000 enrolled population is 836 for the DoD
and 940 for the VA. The VA indirect care use rate is more than 60% larger in Hawaii than the
other two markets. Of note, for inpatient activity, the indirect inpatient admission use rate per
1,000 enrolled beneficiaries was 8.4 for DoD and 11.7 for VA. The VA use rate is almost 4
times higher than in the other Markets, but the DoD use-rate is 1/3 that of the other Markets.
Given the geography of Hawaii, one would expect to see lower indirect care rates than in other
Markets since the majority of the population in Hawaii lives near the federal facilities (making
access easier/quicker) and there are fewer alternatives for private care in the other islands.

If the two Departments work closely to analyze the volume and type of indirect care activity,
they might consider joint recruitment in key specialties. As will be discussed in the next section,
there is opportunity for DoD and VA in this Market to enhance their collaboration in business
processes and leadership/governance. Physician resource management is affected by both of
these domains of collaboration and could serve as excellent next step in coordination of efforts.

4.6 Findings from the Assessment Applying the Collaboration Framework

Mitretek found the examination of the of the Hawaii market to be highly instructive in
understanding the many dimensions (opportunities and challenges) of collaboration and in aiding
the evolutionary development and application of the Study methodology. These dimensions are
briefly described below.

The Hawaii market has a history of DoD and VA sharing in various ways over a period of
decades. Significantly, a close physical and organizational bond emerged in the mid to late
1990°s when the VA, in critical need of replacing obsolete facilities at its downtown Honolulu
locations and in serious need of gaining better access to inpatient and specialized care for
veterans, moved to The Tripler Army Medical Center site. DoD and VA in cooperation,
developed four major capital projects: The Ambulatory Care Center (ACC), The Center for
Aging, (CFA), a Parking Garage, and a lease arrangement that placed VA administrative

>4 TRICARE for Life: New benefits (October 1, 2001) for Medicare-eligible uniformed service retirees (and
Medicare-eligible family members). TRICARE is a secondary payer to Medicare.
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functions in an entirely renovated wing of the hospital. This transition has been hailed as a major
accomplishment and is credited with saving tens of millions of taxpayer dollars in comparison
with the alternative of the VA separately building facilities in other locations.

At the time of the first site visit, Mitretek learned of many organizational accomplishments that
have occurred in recent years. For example, the DoD and VA have together developed a master
sharing agreement that affects more than 25 distinct functions (annexes) and describes policies
and procedures used to manage the arrangements. Interviewees frequently cited examples of
existing successful shared arrangements to include:

Emergency Room

Inpatient Medical Surgical Care (including shared use of hospitalists)

Inpatient psychiatry

Dietetics

Physical plant — housekeeping, security, and plant maintenance.

The active development of a shared telehealth program (called The Pacific Telehealth
Hui).

TAMC and VAMROC officials maintain records on sharing activities and noted that in FY02,
reimbursement exchanges between the two organizations totaled approximately $18M for
medical care and $15M in administrative services. These figures are significant but relatively
small in comparison with the combined cost of care rendered to beneficiaries who reside within
the market.

First Round Site Visits

Interviews during the first site visits also uncovered a number of issues, concerns, and challenges
facing DoD and VA staff as they attempt to address the broad subject of sharing within the
Hawaii market. Examples of these include:

e IM/IT incompatibilities are an issue for almost everyone.

e Apparently high support for collaboration at both the national and local levels, but
significant breakdowns as decisions move up the chain of command.

e The need for single point responsibility.

¢ Lack of access to investment in collaborative initiatives and the need to pool financial
savings to support other initiatives.

¢ Significant gap between national, regional, and local leadership (and the front line)
related to vision, strategy, and expectations.

» Major differences in the use of language and terminology — Is the goal to cooperate,

integrate, consolidate? — What do these terms really mean?

Mixed feelings regarding whether or not momentum has been lost.

Different views regarding how the relationship should be structured.

Strong views on the impact and significantly different missions and culture of the two

organizations has on collaboration efforts.

Much too much time pursuing authorizations and reimbursement.

Huge need for common policies and standards

Different medical staff and credentialing processes.

Frustrations with the lack of useful databases and terminology.
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The site visit also revealed that, while there were examples of demand/supply imbalances, most
individuals regarded these as subordinate and peripheral to other more compelling sets of issues
noted above.

The interview process also uncovered a multitude of opportunities that may be pursued. Some of
these relate to continued action or improvement on things that TAMC and VAMROC are already
doing; others relate to ideas being planned or in process (such as development of ways to
integrate Clinical Service Lines within the Department of Medicine). Additionally interviewees
identified many ideas on new actions or activities that the DoD and VA could pursue in the
future. (The critical questions on the table were: Which of these initiatives should be preserved?
Who is making these decisions? Who is going to be held accountable?)

The field visits further revealed that DoD and VA officials on the Islands were interested in
exploring completely new paradigms for improving their relationships and in serving common
patient needs located throughout the Western Pacific region. Moreover, leadership had in fact
conducted a planning retreat that described a proposed vision or end state that would have
TAMC and VAMROC become an integrated academic health care system with one budget, one
information system, one Graduate Medical Education program, one research program, one
logistic system, and one standard of care etc. Additionally, the leadership of the two
organizations wished to develop plans to explore, develop, and fund these notions. DoD and VA
officials hoped the Joint Assessment Study could aid in moving the organization forward in these
endeavors

Relationship Grid

The relationship assessment tools highlight the many complex issues in sharing and
collaboration. The Relationship Continuum Grid for Hawaii highlights the following:

Patient care/clinical/workloads — The assessment involving TAMC and VAMROC indicated
that the two organizations are largely Connected for outpatient services and Integrated for
inpatient services. Participants emphasized that further analysis of patient care activities by
Clinical Service and/or Product Line is possible and would be necessary to depict the true picture
of the relationships existing within the patient care domain. Moreover, the patient care/clinical
workload are often “constants™ in any collaboration or sharing initiative in that they are really the
motivating force behind most ideas. In a sense, the other collaboration domains are in service of
this domain when talking about the common patient care mission of the two organizations.

Facilities — Participants described their facilities as Connected but not Integrated which reflects
how facilities on the site were developed. Clearly, acquisitions of certain equipment and
development of facilities should continue to flow from joint capital planning.

Staffing ~DoD and VA leadership speak of collaboration on staffing as Integrated, citing many
examples such as the joint hospitalist program. At the same time, concerns about recruitment
and retention of scarce physician and technical/professional services prompt leadership to
recognize that collaboration on staffing can be greatly improved and will require detailed
attention to human resource policies, procedures, and practices.
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Business and clinical processes — Participants assessed these processes as, at best, Coordinated.
For the most part, they are different and supportive of the separate work of the two organizations
reflecting entirely different accounting, fiscal, admission/discharge, medical records, and
utilization management systems. Actions to improve collaboration in this domain should be a
primary focus of the forthcoming Smith Amendment demonstration project.

Management and Governance — Participants scored the domain of Management and Governance
as Coordinated, noting that DoD and VA already have two layers of structure in place: an
Executive Management Board and a Joint Venture Steering Group. Generally participants
regard historical organizational relationships as too often focused on reimbursement matters and
the input of the Joint Assessment Study process (both quantitative and qualitative) was helpful
in orienting the teams longer range strategic matters as well as continuing to deal with ongoing
daily operational concerns.

IM/IT — Participants scored this area as Coordinated, although most participants are highly
critical of the lack of interoperability between information systems at the local level. While
attainment of this objective will flow from national IM/IT initiatives, the two departments expect
to continue to devise ways to communicate electronically in as many areas and activities as
possible.

Logistics- The participants scored this area as Coordinated and it is regarded as dependent on
national direction.

Education and Training — Participants scored their relationship in this domain as Connected,
citing shared access to education programs and use of classroom facilities. There are attempts at
collaborating on GME efforts but the programs are largely distinct. Most parties see advantages
in improving the triangular relationship between the VA, DoD and the University of Hawaii.

Research — Both the DoD and VA have active research programs which are Separate; each has
its own funding sources, which tend to follow different protocols. Participants speak of the ideal
state being a unified research capability and the federal approval to construct a single bio-
medical research facility on the Tripler campus.
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Table 97: Tripler and VAMROC Relationship Continuum Grid
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ojects & facilitie
Fucilities Distant come from master
lannin
Staffing Dristanct Joint staff planning
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Management/ _ No Relation Overlap of key
Governance . functions
P o Moving toward
IMAT Separate systems cystems interface
el Mutual examination
- Logistics Little if any exchange of best pricing and
o service 8
" Education & equent ”“m -
Trairi Distinet programs and 3
raining curricumy i
Joint planning and
Research Distinet review of many

stuclies
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4.7 Recommendations for the Hawaii Market

Mitretek recommends that the two Departments work together closely to analyze indirect care
activity—especially in specialties where the combined volume could justify jointly employing a
specialist.

During the site visits, the DoD and VA both expressed need for additional specialists—
particularly in Gastroenterology, Cardiology, and Dermatology. The Indirect Care analysis
underscores the need to collaborate in physician recruitment and employment in these
specialties. Mitretek recommends that the two Departments work closely to analyze the volume
and type of indirect care activity—especially in specialties where the combined indirect care
volume could justify jointly employing a specialist, such as Gastroenterology. This is
particularly useful if DoD wishes to recapture the volume of TRICARE for Life enrollees.

For most specialties, the two Systems should first determine whether there is excess provider
capacity in either of the Systems.

For example, if DoD) has excess capacity in a specialty, it should first attempt to recapture
“leaking volume” to use up its capacity. If after recapturing volume, some excess capacity
remains, VA could take advantage of this opportunity to reduce fee basis care.

Likewise, the Systems should identify and describe DoD indirect care activity for Mental Health
and Rehab and determine whether DoD direct care system has capacity to recapture the
purchased services. If so, the DoD should encourage beneficiaries to use the direct care system.
If not, the Systems should determine whether VA has capacity to support some of the DoD’s
needs.

DoD and VA together should evaluate whether jointly employing specialists will help equalize
availability and access.

Because of the dynamic nature of the deployment of DoD specialists, Mitretek recommends that
DoD and VA together evaluate whether jointly employing specialists will help even out the
availability and access.

Mitretek recommends that, using the Collaboration Framework, the two Systems continue to
pursue the 50 plus opportunities identified during the site visit.

However, these efforts need to proceed in an orderly, systematic, and information-driven
manner. Leadership of both organizations must remain visionary and revitalize formal joint
strategy, business, and facilities planning efforts.
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Options for Sharing/Collaboration Identified

There is a long list of potential sharing opportunities in this market—some of them
involve small shifts of volume, while other require much more systematic change. The
lists below are recommendations for further assessment—not recommendations for
implementation. At the highest level there appears to be opportunity to rationalize and
realign primary, specialty, and inpatient care. Overall, there is an opportunity to improve
access for the Veterans while providing a more rich case mix of patients for the DoD.

Puget Sound Market: Summary Level Options for Further Analysis
e Rationalize Primary Care
1. Open PC access across two systems
2. Right-size capacity after Step 1

3. Open new primary care access points (DoD/VA)

e Realign of Inpatient and Specialty Care

Open VAMC Seattle to DoD)
Right-size capacity after Steps 1-4

1. Open MAMC to I/P VA, excluding behavioral health (underway)
2. Open NH Oak Harbor to VA

3. Open NH Bremerton to VA

4.

5.

e Open Joint Ambulatory Care Center — South Market

e Assess the Department’s current relationships on the “Relationship Grids™ and
determine whether there are opportunities to achieve better outcomes through
different levels of sharing
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Summary of General Collaboration Ideas and Opportunities by Category Drawn from
Research and Market Site Visits: General

Listed below are examples and representations of joint collaboration/sharing
ideas (needs, practices, policies, and plans or initiatives) and opportunities
in the study markets. Key X=primary driver; QO = secondary driver; all categories may be impacted

Opportunity

PT Care | Facilities | Staffing [Bus/Clin Proc| GoviMgmt | IMAT | Logistic lﬁducation

Research

Develop interoperable IMAT system X Q X

{ oordinate GME training o [+] X

Develop coordinated QM/QI functions

Develop coordinated Utilizaticn Management system

bt b

Develop useful balanced scorecard of collabaration relationships

Pursue coordinated offering of primary care

Q=
b

Consolidate inpatient {M&.5) services at gne site

Coordinate research programs 0 X

Develop comprehensive free stanging VA/DoD Ambulatory Care
Center (ACC})

Censolidate Ancillary Services - Radiology/imaging

Consolidate Ancillary services - laboratory/pathology

Oxx] x
=|OC] ©

Cocrdinale placement of VA CBCCs with BoD

Develop uniform approach to managing patient (medical records)

Offer single VA/DOD pharmagy formulary X

[=]

Institute joint procurement of medical equipment

institute joint procurement of supplies

b bkl [+

Institute joint precurement of information technology systems
(software and hardware)

Deveilop coordinated clinical information systems

Integrate Pharmacy services

>

Offer telemedicine services radiology/imaging

[=] (e]]e] o]

Offer telemedicine services mental health

[ ]

Qffer integrated clinical programs - all specialties

Share housekeeping

Sharg laundry

(|

Share engineering and mantenance

Create common management infrastructure X

Develop joint ambulatory surgery pragram X o]

Cffar consolidated nutrition care servicas 0 X

Share Audiology services

Unify VA/DoD) mental health services on ohe site

| ]
(=] le

Create joint hospitalist program

Develop coordinated health education and iraining program [e] X

Deveiop comprehensive and coordinatad long term care services
and facilities

Coordinate recruitment and retention of physicians [5] X

Coordinate recruitment and retention of technical and professional
persennel

Develop shared family practice residency program

Coordinate delivery of jeint substance abuse program

o=

Develop medical and surgical specialty residency program

Coordinate panel sizes and productivity standards

Implement common access (time distance waiting) standards Q

x| (Ol (=

Coordinate deveiopment of clinical practice guidelings

Q |Opx[x

Develop common protocals for measuring and monitoring clinical
outcomes data

Consolidate unused space X

Creatg joint planning office X

Develep common health promotion and prevention program X o

Develop compressive and coordinated cancer management
program

Establish uniform and coordinated approach o dealing with
community hospitals

Coordinate HR policies particularly pay scales [+]

Ead ko

Revisit and intensify joint disaster preparedness

implernent joint fransportation services X

Consolidate emergercy room services and facilities o X

Create joint float pools X

Develop and coerginate home care programs X [+]

Jointly investigate new technology o X

Share library resources X

Share education space X [+]

Other

Source: Research and Site Visits
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Summary of collaboration Ideas and Inifiatives by hospital facility drawn from market

site visits: Puget Sound

Listed below are examples and representations of joint collaboration/sharing
ideas (needs, practices, policies, and plans or initiatives} and opportunities
in the study markets. Key X= Identified opportunity based on interview data base

Develop joint case management systems

Opportunity VAMC MAMC NHB Oak Harbor
Develop Eldercare program with VA pts (AM Lakes) X X
Pursue opportunity to accommeodate additional capacity;
- Family Practice X
- Cardiology/Pulmonology X
| - Consolidate Cardiac Surgery Program X X
Utilize capacity for additional inpatient workload X X X
Develop uniform method of coding X X X X
Expand telemedicine (aiready have capability} X
- teleradiology X
- telepsychiatry X
- tele dermatology X
Pravide additional imaging services (NM, CT, MRI, PET) X
Provide all services South of Federal Way (serving VA DoD patients) X
Expand ENT sharing program between MAMC and VA X X
Develop ioint {GME) psychiatry program between DoD and VA X X X
Expand and/or consolidate primary ambulatory care X X X X
Develop standards for sharing {logistics) and procurement (VA/DoD summit} X X X X
Coordinate sharing procurement at a national level X X X X
Pursue cpportunities for sharing in key areas X
- acute care X X X X
- pharmacy X X X X
- logistics X X X X
- gommon 1T X X X X
- rehab X X
- radiation cncology X X X
- laboratary X X X
- fiscal X X
- education and research X X
Expand/formalize GME X X X
Develop cecordinated HR and employee orientation and training X X X
Develop shared education and training facilities X X
- develop computer lab X
Expand access to geriatricians X X
Develop a true regional federal health care system X X X X
Develop formal [T planning (contracting) office to oversee centracts X
Consolidate CBOCs and BMC's into regional ambulatory care centers (ACC) X X X
Expand coordination of benefits X
Simplify tracking and billing of patient activity X
Instifiste a uniform beneficiary package for federal beneficiaries X
Absorb DoD mental health workload at VA American Lake X X X
Regionalize Special Programs for all beneficiaries X
- SCI X
- Bone Marrow X
- Blind Rehab X
Standardize pharmacy programs X X X X
Create a coordinated approach toward QM/QI processes {eg use of balance scarecard approach) X X
Consolidate long term care at VA American Lakea
Pursue joint recruitment and training cf staff and alignment of HR policies X X X X
X

Source: Site Visits
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DoD/VA Joint Assessment Study

Site Visit Database Summary

Market: Puget Sound

Submarket: Seattle

Facility: VA Puget Sound Health Care System
Interview Summary

General Statement: VA Puget Sound Health Care System, located in Tacoma at
American Lake and in Seattle, on Beacon Hill, is the largest and most comprehensive VA
facility in the region. VA Puget Sound provides care to more than 46,000 veterans each
year, which equates to more than 11, 000 inpatient visits and over 500,000 outpatient
visits. VA Puget Sound is the major referral medical center, serving veterans from
Alaska, eastern Washington and Idaho. Referrals are also made from VA medical centers
around the country for programs such as the spinal cord injury center of excellence, the
bone marrow transplant unit and the residential blind rehabilitation unit. The Seattle
Division is the major tertiary care facility including acute care, spinal cord injury unit
behavioral health services as well as major outpatient programs. VA American Lake is
located in Tacoma and was initially constructed during the 1920°s. Current services
include neuro-psychiatry, ambulatory services, a nursing home unit, blind rehabilitation
services, substance abuse programs and homeless domiciliary care.

Organizational Relationships:
Puget Sound VA Medical System includes a tertiary care facility in Seattle and a facility
at American Lake in Tacoma
Oversees
« Shoreline CBOC in Seattle
» Bremerton CBOC
Primary referral center for VISN 20
Major teaching affiliation with UW Medical School and affiliates with Madigan Army
Medical Center to provide care to Veterans
Facility is staffed by 2 separate unions as well as GS employees

Key Functional

Collaboration Category Characteristics/ Barriers to Opportunities
Sharing
Patient/Clinical Care
Inpatient
Medical/Surgical s Inpatient units require ¢ Review inpatient sharing
additional support space opportunities with DoD
+ Insufficient bathing and
loilet facilities
¢ Many inpatient units are
undersized and lack
privacy
Specialty Care s Investigate opportunities

for collaborative center of
excellence programs
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Collaboration Category

Key Functional

Characteristics/ Barriers to

Sharing

Opportunities

Behavioral Health

Reluctance to mix different
(mental health) beneficiary
populations

Consider development of
shared mental health
programs in selected
areas.

Develop strategies that
address each populations
need using shared
TESOUIces

Extended Care

Inadequate number of beds
resulting in spillover to the
private sector

Evaluate need for
additional beds in
specified locations

Surgery

Emergency Department Moving ER services from
AL to Madigan

Outpatient

Medical Specialties ¢ Insufficient space for Develop plans that

current and projected
future workload
Incorrectly located Primary
Care

Current outpatient areas
were formerly inpatient
space and lack design
characteristics that support
outpatient care

identify and resolve
appropriate space required
to add services

Review in context of
master joint facility
planning

Surgical Specialties

Staff reported shortages in
oncology, spinal cord
injury and amputee
programs and mental
health

Insufficient space for
current and projected
future workload

Behavioral Health

Reluctance to mix different
beneficiary populations

Consider shared programs
for outpatient substance
abuse

Ancillary Services

Seattle has 2 Linear
Accelerators

Potential to develop a
shared radiation program
with DoD

Need to determine site and
organizational structure
for possible shared
radiation oncology
service.

Management/Governance

Different missions
Recognize that sharing
must be a Clinical
Service Line to Clinical
Service Line basis

Review range of
opportunities

Develop coordinated
strategic planning
function serving (West
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Key Functional
Collaboration Category Characteristics/ Barriers to Opportunities
Sharing
Sound) VA and military
beneficiaries.
Clinical/Business » Incompatible Review DoD and VA
Processes processes for
compatibility
Facilities s Severe space constraints Evaluate options to add
limit sharing opportunities parking (garage?)
¢ Research and Sharing should be
administrative functions organized around major
take up clinical space functions: acute care,
s Location of services in pharmacy, logistics, IT,
multiple buildings fiscal, education and
e Many areas have not research
undergone recent Evaluate functions by
renovation location
Develop coordinated
DoD/V A master facilities
plan that considers
reallocation and
configuration of space to
achieve improved facility
use.
Staffing s Facility is staffed by 2 Investigate alignment of
separate unions as well as DoD}/V A human resource
GS employees resulting in systems
inconsistencies and
conflicts within the system
and had impact on ability
to recruit clinical staff
IMAT s Lack of coordinated or Develop integrated
interoperable information comprehensive
system between DoD and information system for
VA, DoD/VA
Logistics ¢ Insufficient space for Potential for shared

current Pharmacy demand
Insufficient Pharmacy
waiting space within the
facility

Little success in sharing
due to lack of
standardization

No formal process to share
procurement activities
Lack of coordination at
“higher” levels

pharmacy services with
DoD

Renew DoD/VA
purchasing workgroup
Review “top to bottom™
sharing opportunities

Education and Training

VA MDs and UW faculty

Create joint teaching
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Key Functional

Collaboration Category Characteristics/ Barriers to Opportunities
Sharing
have the ability to expand program to include DeD
GME and become a
resource to DoD staff Develop model for shared
Shared GME program GME program
would require
Enhance GME with

development of a shared
governance structure
UW is the primary
affiliation with PSHCS.
UW provides faculty and
participation in the heart
program. Need to
determine the volumes and
sources for cases

collaborative agreement

- with DoD

Research

Lack of coordination
between DoD and VA
research programs

Develop shared research
protocols
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DoD/V A Joint Assessment Study

Site Visit Database Summary

Market: Puget Sound
Submarket: North

Facility: Naval Hospital Bremerton

Interview Summary
General Statement:

Naval Hospital Bremerton is a fully accredited hospital offering a wide range of inpatient,
primary and specialty out patient services.
The hospital is the host facility for three branch medical clinics, Puget sound Family
Residency Program, and the Fleet Hospital Bremerton
The Hospital serves an enrolled population of approximately 22,450.

Organizational Relationships:

Bremerton has relatively little interface with VA patients except for some support in
pharmacy and imaging for the local CBOC.

The land and/or ferry access are distant from VAMC Seattle.

Most of the relationships are with Madigan. About 80 providers have dual appointments
with Madigan for specialty coverage.
NH Bremerton supports 3 Branch Medical Clinics; BMC Everett, BMC Bangor, and

BMC Keyport.

There are relatively few referrals to and from community hospitals
NH maintains a variety of sharing or affiliation agreements with DoD and non DoD

organizations.

Key Functional

Collaboration Category Characteristics/ Barriers to Opportunities
Sharing

Patient/Clinical Care

Inpatient

Medical/Surgical ¢ NH Bremerton has
capagcity to
accommodate
additional inpatient
workloads

Specialty Care

Behavioral Health e [Limited access and ¢ There is major

coverage for patients opportunity for

needing mental health Mental health sharing

services with VA and other
DoD organizations —
perhaps with
Madigan

Extended Care

Oultpatient

¢ Bremerton CBOC is

e Consider
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Key Functional
Collaboration Category Characteristics/ Barriers to Opportunities
Sharing
in close proximity to absorbing all
the hospital Bremerton
CBOC
workloads
Medical Specialties ¢ Interviews report
sharing
opportunity for
providing
radiation

oncology at
Bremerton and
with Madigan
support.

Surgical Specialties

¢ Concerns expressed
regarding adequacy of
case loads to maintain
skills.

e Revisit opportunities
for VA referrals to
NH Bremerton

Behavioral Health

e Limited access and
coverage for patients

s Major opportunity for
Mental health sharing

needing mental health with VA and other
services. DoD — perhaps with
Madigan

Ancillary Services

e Lack of demand
(radiology)

e Consider
providing further
lab and imaging
service to local
VA patients at
NH Bremerton

Management/Governance

e Different missions

e Recognize that
sharing must be on a

¢ Develop coordinated
strategic planning
function serving VA

service line to and military
service line basis beneficiaries.
Clinical/Business e There are no consistent ¢ Develop coordinated
Processes performance measures performance
(VA or DoD or Army or measures.
Navy).
» Different
payment/reimbursement

and funding systems
e Address patient/staff
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Collaboration Category

Key Functional

Characteristics/ Barriers to

Sharing

Opportunities

transportation system
requirements
Different financial

systems - make sharing
difficult

Facilities

The Hospital was built in
1980 and contains
approximately 254,000
square feet on eight
floors. The ambulatory
care center contains
55,000 square feet on
three floors offering
abundant natural light and
views.

Base access can be a
problem especially during
times of elevated alerts
although an innovative
“vehicular triage system”
has successfully been
employed.

¢ Review master

planning
requirements

Staffing

e One of the biggest
challenge that
Bremerton faces
deals with handling
medical coverage
during deployment of
the Fleet Hospital
such as occurred
during the Gulf War.

e Lack of physicians
(e.g. radiology) DoD
deployment and
turnover

e DoD deployment and
turnover.

e Revisitall
elements of
physician
recruitment and
coverage
requirements in
concert with
other DoD and
VA facilities.

IMAT

e Incompatible

o Develop single
integrated and
interoperable
integrated
information
management

A-2-11




APPENDIX A

Attachment 1

Collaboration Category

Key Functional

Characteristics/ Barriers to

Sharing

Opportunities

system

Logistics

Education and Training

e Management and
handling of
GME/relationship
between
UW/DoD/VA.

¢ Volume of patient
episodes necessary to

¢ Consider developing

a coordinated plan for
GME services with
other DoD and VA
facilities.

meet GME
accreditation
Research e Incompatible ¢ Consider unified
research
requirements
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DoD/VA Joint Assessment Study
Site Visit Database Summary

Market: Puget Sound

Submarket: North Sound

Facility: Naval Hospital Oak Harbor

Interview Summary

General Statement: NH Oak Harbor provides a wide array of inpatient and outpatient
services to military beneficiaries residing in the North Puget Sound region,

Organizational Relationships:
Very little VA sharing-- Only pharmacy scripts.

Transfers made to local hospitals for CT, Nuclear Med and MRI

Serious cases medi-vac to Madigan, Bremerton and other private hospitals. Most are high risk

pregnancies

Collaboration Category

Key Functional
Characteristics/ Barriers to
Sharing

Opportunities

Patient/Clinical Care

s “Not sure how we should
relate to VA except that it
makes no sense for
disabled vet to travel (to
Seattle or elsewhere) for
anything that can be done
here.”

» The opportunities and
capabilities for greater
sharing /collaboration with
private area providers are
unclear

¢ Develop coordinated plan
with VA to better serve
veterans and military
beneficiaries.

Inpatient

Medical/Surgical

Specialty Care

Behavioral Health

¢ Biggest problem seems to
be mental health coverage
and this is cited as a
concern of local veterans

s Develop plan for care of
mental health patients in
concert with VA and local
hospital providers

Extended Care

Quipatient

Medical Specialties

Surgical Specialties

Behavioral Health

* Biggest problem seems to
be mental health coverage
and this is cited as a
concern of local veterans

¢ Develop plan for care of
mental health patients in
concert with VA and local
hospital providers

Ancillary Services

¢ Lack of imaging
capabilities—depend on
local hospitals.

s Develop coordinated plan
with DoD and community
hospital facilities.
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Collaboration Category

Key Functional
Characteristics/ Barriers to
Sharing

Opportunities

Management/Governance

Clinical/Business
Processes
Fucilities ¢ Facility challenges being
addressed with proposed
Milcon
Staffing » Staffing is sometimes a ¢ Revisit staffing
problem—ofien rely on opportunities
contract services for
physician coverage
IMAT e Lack of coordinated IM/IT Develop single integrated
program and interoperable
integrated information
management system
Logistics ¢ Distances from NH

Bremerton make logistical
sharing difficult

Education and Training

Research
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DoD/VA Joint Assessment Study
Site Visit Database Summary
Market: Puget Sound
Submarket: South Sound
Facility: Madigan Army Medical Center
Interview Summary
General Statement:
Madigan Army Medical Center serves as the specialty care and tertiary care referral center for
all military installations in the Puget Sound area
e Army Hospital with strong affiliation with VA American Lake
¢ Has joint venture project in place
e Inpatient M/S moving from VA American Lake to MAMC
Hospital has 3 major components
* Bed tower

¢ Diagnostic and support areas
e Medical Mali

Organizational Relationships:

MAMC is an Army Hospital with a strong affiliation with VA American Lake.
Has joint venture project in place.

All VA emergency care will be provided at MAMC.

Inpatient M/S is scheduled to move from VA American Lake to MAMC in 2003.

Key Functional

CoHaboration Category Characteristics/ Barriers to | Opportunities

Sharing
Patient/Clinical Care ¢ Access to base is a major ¢ Revisit solutions to base
barrier access for non DoD
o Active duty staff has patients

priority for care; others
are triaged to the private
sector if space or
specialists are unavailable
» Sharing agreement in
place with VA for case
management

¢ Review sharing
opportunities in family
practice, all ancillary
services, surgery and
inpatient care

Inpatient ¢ Current Joint Sharing
Agreements are in place

Medical/Surgical e Cardiology ¢ Consider shared program

Capacity exists for
invasive and non-invasive
cardiology without
addition of clinical staff;

with VA and eliminate
duplicative service;
consider how to
incorporate VA staff
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Collaboration Category

Key Functional
Characteristics/ Barriers to
Sharing

Opportunities

some administrative
support would be needed

¢ Currently 2 cath labs do
950 cases. Benchmark is
1,000 per room in private
sector.

o Turnover of resident staff
(every 28 days in
cardiology) decreases
efficiency

s Potential to add mid-level
providers

Specialty Care

Behavioral Health

* Willingness to combine
DoD and VA patient
population. Transfer
would provide additional
inpatient capacity for
other inpatient services

s Review consolidation of
MH services on one
campus

Extended Care

Surgical Services

¢ Current operational model
indicates long case
lengths which limits
ability for throughput and
increased volume.

o Current volume of cardiac
surgery is low at both
MAMC and VA Seattlle.
Both sites wish to retain
program dug to impact on
other surgical specialties
(e.g. for vascular surgery
and back-up for cath labs)

¢ Potential to increase
surgical case volume to
12,000 procedures per year
using a conservative
benchmark of 1,000 cases
per room per year

o Explore feasibility of
combining cardiac surgery
program with the VA
program at one facility.
Benefits would be
consolidation of equipment
and staff and improved
quality outcomes with
increased case volume at
one facility

Emergency Department

¢ Plans in process to move
VA AL emergency patient
to MAMC

Outpatient

Medical Specialties

¢ Sharing opportunity with
VA for audiology and
speech services

¢ Currently limited

» Explore development of
joint program

¢ Expansion of
teleconferencing ability in
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Collaboration Category

Key Fanctional
Characteristics/ Barriers to
Sharing

Opportunities

telehealth services
available

¢ Capacity to share patient
care technology for
discase management such
as scales for heart patients

medicine, radiology,
psychiatry and education
and home monitoring

Surgical Specialties

» Shortages exist in several
sub-specialties
o ENT has sharing

Develop plan to add new
MDs in critical specialties
where shortages exist ( G,

agreement with VA Dermatology)
because ENT needs more
volume
Behavioral Health
Ancillary Services Radiology Add PET as sharing
e Difficulty in recruiting opportunity with VAMC

medical staff

e PET capability is lacking

e Cost of duplicate
equipment at 2 facilities

e Capacity in Radiology
exists MDs read 9,000-
1,200/yr (Private sector
12,000-15,000/yr

e Agreement in place with
American Lake to do
Nuclear Medicine and CT
on weekends

Pharmacy

» Resolve differences at
national level
(contracting, agreement
on standards, compatible
information systems)

e Differences exist between
DoD and VA related to
co-payment requirements

Laboratory

¢ Services could be shared

Seattle and other diagnostic
modalities

Reduced expense of
equipment when sharing
and combining services
Potential to share with VA
patients

Develop standardized joint
formulary

Develop joint mail order
program

Develop joint policies and
procedures

Management/Governance

* Need to develop and
operationalize a
management and
governance structure

» Belief that sharing with
the VA may not pass the

Develop coordinated
strategic planning
function serving VA and
military beneficiaries

¢ Expand on DoD and VA
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Collaboration Category

Key Functional
Characteristics/ Barriers to
Sharing

Opportunities

pain/gain test due to
differences in regulations,
payment, leadership, etc.

development of a
“Balanced Scorecard”
concept

Clinical/Business s  Wide variety of opinion s Align business processes

Processes regarding what models e Develop coordinated
and metrics were policies and procedures
appropriate

s Capacity is measured
using RVU and RWP and
there may be coding
inaccuracies. No incentive
to code correctly?

Facilities » Facility is composed of an | e Additional capacity is
inpatient bed tower available in many areas.
currently operating 140 Some targeted for new
beds (formerly 500 beds), Elder care practice and
diagnostic areas and a M/S patients coming from
“medical Mall for VA AL
outpatient care e Excess capacity (space)

¢ Overall the facility is in exists in Radiology, Family
good condition Practice, Cardiopuimonary

» Former inpatient beds and Surgery
have been converted to e Review facility sharing
outpatient space creating opportunities in context of
space that is less joint DoD/V A master
functional and uses more planning
space than is required.

= Cost would be substantial
for any renovation to the
existing building

s Disruption would be only
in the impacted area

s Ample space is available
for transition

» Access to the facility is
the biggest barrier to care

s New dynamic force
protection strategies may
further limit access (and
parking) in the future

Staffing e Need to recognize impact « Uniform or universal pay

of deployment and finite
length of assignments for
military personnel

practices to ensure fairness
¢ Align human resources
policies
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Collaboration Category

Key Functional
Characteristics/ Barriers to
Sharing

Opportunities

¢ Staff includes military,
civilian, contract and
resource sharing
employees as well as Red
Cross employees.
Inequities in pay
structures cause
difficulties

¢ Concern about ability to
compete for staff,
especially physicians

» Radiologists in short
supply for both MAMC
and VA (salaries 50% of
private sector)

s Availability of nursing
staff determines number
of operational beds

IMAT ¢ Information systems ¢ Develop single integrated
between DoD and VA are and interoperable
not compatible for integrated information
entering or obtaining management system
patient information

Logistics o Capital equipment is old s Develop long range capital

and needs replacement;
currently unbudgeted

budget planning for new
and replacement equipment

¢ Review joint sharing
logistic opportunities for
sharing

Education and Training

¢ VAMC/UW (currently a
program) willingness to
include MAMC in a joint
GME program

s Additional sharing with
VA for educational
programs

¢ Shared GME program with
VAMC and UW

¢ Joint Psychiatry residency
program with VA

¢ Education through
teleconferencing with VA

Research

o Differing DoD and VA
research protocols and
regulations

¢ Funding stream for
research is separate and
decisions are difficult
regarding “who needs to

pay?5?

¢ Combine clinical research
programs with VA

s “Seed” money for capital
and transition costs for IV
opportunities
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APPENDIX A Attachment 2

Functional Assessment Red/Amber/Green Definitions

Size

G Area within + 10% of programmed area

A Area is > + 10% of Prog. Area

R Area is < + 10% of Prog. Area (GSF), and rooms have specific requirements which are
difficult/expensive to repair
Configuration

G Configuration appropriate to accomplish mission

A Not good, hut could be easily altered in place

R Not Configured To do Mission — ex. Department split, patient floor, inappropriate room size
Location

G Depariment located appropriately in building for efficiency and ease of staff and patients

A Locatien is not an issue for efficiency and convenience for staff and patients

R Department location is inconvenient in the building and causes inefficiency for staff and patients
Adjacency

G Adjacent to appropriate departments for operational or patient ease/efficiency or can stand
independent of other departments

A Would like certain adjacency but function OK

R Needs to be lpcated near another department
Interior — Image

G Appropriate and up to date

A Appropriate but appears dated

R Inappropriate for use
Interior Condition

G In excellent condition

A In fair condition

R Needs replacement
ADA Compliance

G Meets ADA requirements for area and access

A ADA requirements met through adaptation of space and systems where possible

R Does not meet ADA requirements

Key: G=Green, A=Amber, R=Red
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Appendix A Attachment 5

DoD/VA Joint Assessment Study Puget Sound Market Area
Supply Counts from Site Visits and Surveys

Below are the supply counts and characteristics provided by the sites either in response to a survey or via site visits. DoD sites are in capital
letters to help quickly differentiate DoD from VA. Note that "Exam Rooms" cannot be added to derive the total number of exam rooms in a
market, since some exam rooms are duplicated between multiple clinics {e.g. if cardiology has 5 exam rooms half of the week and
endocrinology has the same 5 exam rooms half of the week, they each are assigned 5 exam rooms)

FACILITY NAME DEPARTMENT NAME UNIT NAME UNIT TYPE COUNT
Puget Sound Market

American Lake Audiology Speech Clinic Exam Rooms 3
American Lake Blind Rehabilitation Avail Beds 15
American Lake Blind Rehabilitation AvgOccRate 64
American Lake Blind Rehabilitation Staffed Beds 13
American Lake Diagnostic Other Radiclogy Proc Rooms 2
American Lake Diagnostic Other Ultra Sound Proc Rooms P
American Lake Emergency Department Spaces 7
American Lake GI Lab Backlog 75
American Lake Gl Lab Field Reported Volume 1600
American Lake Gl Lab HrsPerWeek 36
American Lake GlLab Proc Rooms 2
American Lake Gl Lab Recovery Spaces 4
American Lake Medical Surgical 1P Avail Beds 23
American Lake Medical Surgical IP AvgQOccRate 38
American Lake Medical Surgical IP Staffed Beds 23
American Lake Medicine Clinic HrsPerWeek 40
American Lake Mental Health Clinic Backiog 30
American Lake Mental Health Clinic Exam Rooms 129
American Lake Mental Health Clinic HrsPerweek 45
American Lake Other Domiciliary Avail Beds 60
American Lake Other Domiciliary AvgQOccRate 89
American Lake OCther Domiciliary Staffed Beds 60
American Lake Other Nursing Home Avail Beds 83
American Lake Other Nursing Home AvgQOccRate 77
American Lake Other Nursing Home Staffed Beds 83
American Lake Pharmacy Inpatient HrsPerWeek 67
American Lake Pharmacy Inpatient Initialrx 437115
Amgrican Lake Pharmacy Mail order Initialrx 268682
American Lake Pharmacy Outpatient Pick-up HrsPerWeek 48
American Lake Pharmacy Qutpatient Pick-up Initialrx 128218
American Lake PRRTP 1P Avail Beds 30
American Lake PRRTP 1P AvgQOccRate 69
American Lake PRRTP IP Staffed Beds 30
American Lake Psychiatry 1P Avail Beds 27
American Lake Psychiatry IP AvpOccRate 77
American Lake Psychiatry 1P Staffed Beds 27
American Lake Radiology - CT Proc Rooms 1
American Lake Surgery OR Spaces 2
American Lake Surgical Speciaity Clinic Exam Rooms 68
American Lake Surgical Specialty Clinic HrsPerWeek 40
MADIGAN AMC-FT. LEWIS Audiology Speech Clinic Backlog 28
MADIGAN AMC-FT. LEWIS Audiology Speech Clinic Exam Rooms 7
MADIGAN AMC-FT. LEWIS Audiolegy Speech Clinic HrsPerWeek 36
MADIGAN AMC-FT. LEWIS Audiology Speech Clinic Proc Rooms 5
MADIGAN AMC-FT. LEWIS Cardiac Cath Lab Proc Rooms 2
MADIGAN AMC-FT, LEWI