DOCUNENT RESCNE 4 / 7/ 07
02227 = [A1532512] YSestrictedye— |

[{Review of Veterans Administration's Methodology for Determining
Hospital Bed Size). HRD-77-108; B-133044. May 20, 1977. 2 Pp. ¢
enclosure (25 pp.j}.

Report to Sen. William Proxmire, Chairman, Senate Committee on
Appropriations: HOUD-Independent Agencies Subcommittee; by Elmer
B. Staats, Comptroller General.

Issue Arca: Health Programs (7200) ; Health Programs: Health
Facilities (1203).

Contac*: Human Resources and Development Div,

Budget Function: Veterans Benefits and Services: Hospital and
Medical Care for Veterans (703).

Organization Concerned: Veterans Administration.

Congressional Relevance: House Committee on Veterans® Affairs;
Senate Committee on Veterans' Affairs; Senate Committee on
ippropriations: HUD-Independent Agencies Subcommittee.

The process used by the Vet-.ans Adeinistration to
determine the bed size of new and replacement health care
facilities was evaluated. Three of eight hcspitals carrently
autl.orized for construction were analyzed.

Finlings/Conclusions: GAO's results frox its computer-based
mcie) nearly agrees with the VA's proposed number of beds, bat
shoseu thzt the mix of beds was wrong. The VA was pianning too
many acute care beds and too few nursing home care beds. Given
the sigaificant cost differentials, beilding and operating costs
can be reduced if GAO analyses were used to deterrine the mix of
hospital beds. Recommendations: The VA should revise the rnix of
beds for the proposed Bay Pines (Plorida), Little Rock
(Arkansas), and Richmond (Virginia) hospitals in light of the
computer analyses, and discard its present hospital sizing
criteria and use a method similar to the one described for all
futare hospital construction. The Congress should explore to
what extent future VA hospitals should treat veterans with
nonservice-connectel illnesses. (DJN)
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The Honorable William Proxmire

¥ Chairman, Supcommittee on

HUD-Indevendent Agencies
Committee on Appropriations
United States Senate

Dear Mr. Chairman:

Your letter dated January 4, 1977, requested that we
make a comprehensive evaluation of the process the Veterans
Administration uses to deterwmine the bed size of new and
replacement health care facilities.

The enclosure to this letter describes in detail the
results of our analyses of three of the eight hospitals
currently authorized for construction--the Bay Pines, Little
Rock, and Richmond hospitals. Subseguent reports will dis-
cuss the results of our analyses of the other five hospitals.

Using our computer-based model which we developed to
determine the acute care bed needs in hospitals, we estinate
thst the total number of beds required for the three hospitals
and the Veterans Admi; istration's proposed number of beds are
nearly egqual. Howeve., our analysis showed that the mix oi
beds propused by the Veterans Adninistration is iwproper—-—
the Veterans P.ministration is planniny too many acute care
beds and too few nursing home care beds. Based upon the
recognized significant differeuces in the cost of construc-
ting acute care beds instead of nursing home care beds, we
believe that the construction cost for the three hospitals
could be reduced if the mix of hospital beds were determined
on the basis of our analyses. Further, operating costs
could be reduced significantly over the life of the facilities.

Accordingly, we are recommending that the Administrator
of Veterans Affairs

—-revise the mix of beds for the proposed Bay Pines,
Little Rock, and Richmend hospitals providing for
the appropriate mix computed by using our computer-
based model as described in this report, and
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--withdraw the Vetarans Administraiisn's hospital
sizing criteria now used and implement a plarning
methodology similar to the one described in this
report for all future hospirtal construction.

In view of the estimated surplus of beds in community
hospitals, the fact that va does not consider the availability
of other Federal hospital beds in determining the size of its
nospitals, and the large proportion of va hospital bedsc devoted
to the treatment of veterans with nonservice-connected ill-
nesses, we recommend that the Congress explore to what extent
VA hospitials authorized in the future should have the capacity
available to provide for the treatment of veteiars with
nonservice-connected 1llnesses.

The timely resolution of this policy question could have
a significant impact on the eight hospitals currently author-
ized.

As requested by your office. comments were not obtained
from the Veterans Administration. Also as requested, we are
sending copies of this report today to the Chairman of the
House and Senate Committees on Appropriations, House Committee
on Government Operations, Senate Committee on Governmental
Affairs, House and Senate Committees on Veterans' Affairs;
other Members of the Congress who have expressed an interest
in the report, to the Administrator of Veterans Affairs,
and to the Director, Office of Management and Budget.

Sincerely yours,

w7 [

Comptroller General
of the United States

Enclosure
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ENCLOSURE I ENCLOSURE I

REVIEW OF THE SIZING
OF VETERANS ADMINISTRATION HOSPITALS

INTRODTCTION |

In a letter dz*ted January 4, 1977, the Chairman, Subcom-
mittee on BUD-Indepenaunt Agencies, Senate Comuittee on
Apprepriations, reguested the General Accounting Office (GAO)
to make a comprehensive evaluation of the process the Veterans
Administration (VA) uses to determine the bed size of new and
replacement health care facilities.

According to the Chairman's letter, he was concerned
shnut construction costs associated with-VA health care
L.nilities. He referred to a May 1976 announcement to build
eight new VA hospitals at a cost in excess of $800 million
and was concerned that VA build hospitals of the appropriate
size and with the proper mix of beds (acute care and nursing
home care).

This report discusses proposed facilities at Bay Pines,
Florida: Little Rock, Arkansas; and Richmond, Virginia.
Subsequent reports will be issued on the other proposed
facilities.

Background

VA is responsible for providing medical car. for the
Nation's 29.4 million veterans. The Department of Medicire
and Surgery (DM&S) administers VA's health care deliverv
system, providing this care primarily through a system of 171
hogpitals, 213 outpatient clinics, 86 nursing home care
facilities, and 18 domiciliaries. 1In fiscal year 1378, DM&S
estimates that it will employ over 190,000 people and its
budget is estimated to be about $4.9 billion.

On May 11, 1976, the President announced his decision to
constru<st eight hospitals--seven replacements and one new.
The proposed hospitals, bed siz=s, and estimated construction
costs are listed below in VA's order of construction priority:
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Hosgital

Richmond, Vir:inia

Bay Pines, Florida
Martinsburg, West Virgirnia
Portland, Oregon

Seattle, Washington
Licile Rock, Arkansas
Baltimore, Maryland

Camden, New Jersey (new)

a/Unless otherwise noted, does

ENCLOSURE I.

Bed size Estimated
(note-a) construction costs
(millions)
700 $111 .4
710 97.2
370 62.1
770 14¢.7
b/ 515 90.0
c/ 1,585 125.8
400 80.8
360 70.2

not include non-hospital

beds such as those in nursing home care facilities or

domiciliaries.

b/Includes 455 hospital and 60 nursing home care beds.
Cost breakdown not availakle.

¢/Includes all beds proposed for both the Central Little
Rock and Nccth Little Rock divisions.

o2 ]
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Subseguent to the President's announcement, VA'z fiscal
year 1977 budget request to the Congress was amended to pro-
vide design funds for all eight hospitals and construction
funds for tne proposed facilities at Bay Pines and Richmond.
Congress arpropriated $221,290,000 in fiscal year 1977 for
final design and construction of these two facilities. An:
additional $47,026,000 was appropriated for the other six
hos»itals for design and site preparation purposes.

Scope "of ‘review

Our review included discussions with officials of the VA
Central Office in Washington, D.C., and with officials at the
Bay Pines, Little Rock, and Richmond VA hospitals.

We reviewed pertinent records, reports, and other docu-
ments available at the VA Central Office and the three hospi-
tals we visited.

Our source of statistical data on the use of VA hospitals
was magnetic tapes maintained at VA's Data Processing Center,
Austin, Texas. The tapes--the patient treatment file--con-
tained information on all patients discharged from the three
hospitals reviewed for fiscal year 1976. The tapes were
validated by selecting & random sample of patient data and
checking it against nedical records on file at the nospitals.

Regarding community hospitals, the basic data for use
in this study were supplied by the Commission on Professional
and Hospital Activities (CPHA), Ann Arbor, Michigan. 1In
this data, the identities of individual hospitals were not
revealed in any way. Any analyses, interpretations, or
conclusions based on this data are ours, and CPHA disclaims
responsibility for any such analyses, interpretations, or
conclusions.

PRESENT VA PLANNING METHOD RESULTS 'IN OVERESTIMATING
ACUTE CARE HOSPITAL BED RE@Q}REMENTS

VA's current method of planning new VA hospitals results
in the wrong mix of acute and nursing home care bed require-
ments. VA generally estimates the size of a new hospital by
using historical length of stay data and projecting hospital
admissions and patient averayge length of stay in the hospital.
However, lengths of stay in VA acute care facilities are often
longer than necessary because many existing VA hospitals lack
an appropriate mix of acute and nursing nome care bed

A



ENC LOSURE I ENCLOSURE I

facilities. Therefore, histovical utilization data may not
be aprrovriate for determining the number of acute care beds
needed,

When the appropriate mix of acute and nonacute care
beds is provided, the acute care hospital average length
of stay can often be considerably reduced, thus lowering
the acute care bed reguirements for the facility.

VA methodolo for
aeterminIng'hospItal'size

VA's methodology in sizing the proposed hospitals at
Bay Pines, Little Rock. and Richmond consisted of the
following steps.

--Starting with 5 year historical data on hospital
admissions per thousard ve:erans in exch
hosp.tal's catchment area [(geographic area
expecied to be served by a hospital), and
estimates of veteran ;opulation in 1985, VA
projected admissions .o 1985, broken down into
various hospital bed sections, such as medical,
surgical, and psychiatric.

--Separate 1985 projections of average length of
stay (Richmond and Bay Pines) or average monthly
turnover rate (Little Rock) were then made using
5 "ear historical data for ~ach bed section.

==By combining projected admissions with projected
length of stay or turnover, VA estimated 1985
average bed occupancy for each bhed section.

=--Assuming occupancy rates of 85 percent for medical,
85 percent for surgical, and 90 percent fur
psychiatric, the average occupancy projections
were converted to bed requiraments for each bed
section.

Projecting length of stay is a critical element in
determi~ing hospital bed requirements. Even small changes
in the assumed average length of stay can have a large
impact on the estimated number of beds required.
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LengthS'of‘sggy
often excessive
in VA'hospltaIs

VA's projections of acute care length of stay will be
inflated if they are based on historical data taken from
hospitals which do .not provide appr priate alternatives to
acute care needs. A previous GAO study 1/ showed that VA,
hospital acute care length of stay could be reduced
through

~-discharging pat’ents to nursing home care
facilities or outpatient treatment when they no
longer required acute care,

~~greater use of outpatient treatment for
diagnostic tests prior to hospital 2dmission, and

--better coordinaiion of hospital admissions with
the availabilit, of surgical facilities.

The length of stav of VA patlents is generally much longer
than that of similar pat: :nts in private community hcspitals.
According to a Congres%Lonal Budget Ofrice (CBO) study 2/,
when length of stay in VA hospitals is adjusted for age,
diagnosis, and surgical procedure it is usually twice that
of a community hospitai. (BO's analysis of the factors
causing long length of stay showed that:

"While somc of these factors may be
uncontrollable because of special character-
istics of the VA patient population or be-
cause certain facilities are not convenient
to patients hcmes, it appears that ru.ther
improvement in management and resource allo-
cation in the VA system could significantly
reduce the average length of stay, even if
not by as much as experienced in the last
decade. The VA itself, in a study showing
the effect of selected factors on length of
stay, concluded that certain stays in VA
hospitals are excessive. The VA study indi-
cated that the length of stay could have been

x/"Better Use of OQutpatient Services and Nursing Care Bed
Facilities Could Improve Health Care Delivery To¢ Veterans,"
B-167656, April 11, 1973).

2/"Projected Acute-Care Bed Needs of Veterans Administration
Hospitals," Congressional Budget Office, April 1977.

5



ENCLOSURE 1 ENCLOSURE I

reduced 24 percent by increasing the use of
outpatient treatment before hospitalization
and after surgery. Scheduling admissions
according to the availability of the operating
room would have reduced length of stay by
another 7 percent.”

CBO also noted that an earlier study made by McKinsey and
Company for VA reached similar conclusions.

we believe that with proper provisions for outpatient
and nursing home care facilities in new VA hespital construc-
tion programs, VA can reduce its average acute care length of
stay to that which currently prevails in private ccmmunity
hospitals among similar patient groups. By substituting
outpatient and nursing home care for acute care wher<
appropriate, considerable economies can be obtained in both
construction and operating costs.

GAO'S METHOD OF ESTIMATIVG HOSPITAL SIZE

During an earlier review of the Department of Defense
planning for the San Diego Naval Hospital 1/, we developed
a computer-based model for determining the acute care bed
needs in military hospitals. In July 1976, the Condress
adopted a conference report on the military construction
appropriations bill for fiscal year 1977 stating that acute
care hospital bed requirements for active duty members and
their dependents throughout the Department of Defense sys-
tem should be calculated using our model. The Department
of Defense is currently using the model to plan the size
of it5s hospital facilities. We believe that this model,
which we modified to consider the unigue characteristics
of VA, should be adopted by VA in determining its acute care
bed needs.

In addition to the use of our model, a number of other
matters should be considered in determining VA's acute care
bed needs. These include the number of beds that should be
provided to permit continued treatment of veterans for non-
service-connected illness, the use of community or other
Federal hospitale, and the issue of national health care
insurance. These matters need to be addressed since they
individually and/or collectively could have a significant
impact on futur~ VA hospital bed needs.

1/"pPolicy Changes and More Realistic Planning Can Reduce Size
of New San Diego Naval Hospital," (MWD-76-117, april 7,
1976). ‘
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Description of
GAO mOSeI

Our model provides an estimate of acute care bed needs
by accumulating the actual patient workload by diagrosis and
age g-oup, then adjusting it to reflect data on average
length of stay in non-Federal community hospitals. The
community hospital data is available from the CPHA's
Professional Activity Study (PAS).

PAS publishes average length of stay statistics by
diagnostic category and age for patients discharged from
PAS-member hospitals. Statistics are published for regions
of the United States and the nation as a whole. Member
hospitals use PAS data as a measure of their own efficiency
in treating patients. In analyzing the bed needs for the
three VA hospitals, we used the PAS data for the nation as .
a whole. PAS national statistics include data compiled
from 13.2 million inpatients discharged during 1974 from
1801 member hospitals having a total of 374,612 peds--40.2
percent of all U.S. short-term non-Federal hospitals.

The PAS system has 349 primary diagnoses categorized.
The average length of stay can be determined by knowing
(1) the primary diagnosis, (2) if the patient had a single
or multiple diagnosis, (3) if the patient underwent an
operation, and (4) the patient's age. The value of the
data is enhanced by "variance" figures which allow the
user to statistically determine their degree of reliability.
In general terms, the lower the variance, the smaller the
deviation of individual length of stay from the average.
PAS also provides length of stay figures for various
percentiles of the population. For example, the length of
stay figure at the 95 percentile is exceeded by only 5 percent
of the population, The chart on the following page is an
example of data for one diagnostic group. It illustrates,
for example, that for patients with a2 single diagnosis of
acute appendicitis without peritonitis (not operated on),
in the age brackets from 50-64:

-~the total number of patients reported on was 63,
--the average length of stay was 4.1 days,.
-~the variance value was 9, and

-=-5 percent of the total patients had a length cf stay
of 10 days or longer.
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178: Acute appendicitis without peritonitis (540.0)
TYPE OF - TOTAL | AVG. | VAR PERCENTILES
PATIENT PATIENTS | STAY | ANCE | Sth 10th | 50th 75tk S0th $94h 99h
1) ()] e Wl oo ®|®m Q» a1
’mf%%‘“‘ '
%"wmvasl 2.7 7l 1 1| 2 3/ 8 7 10
20-34 28 6| 1 1] 2 al 8 7 8
21 AP RIEE B
65+ 5.3 10/ <t 2| 5 7|10 11 13
0-19 YRS 4.4 s{ 2 3| & s| 72 8 12
20-34 4.7 6 2 3 4 -] 7 s 12
i 241 31 518 8 8
65+ 8.2 19! 3 4| 7 10]14 36 24
:Lrwgvnsox A
0-19 YRS 33 8| 1 1| 2 4! 6 9 17
20-34 39 6] = 1! 3 5! 8 9 12
IR R IR A A
23,;“ 8.3 3 2 $| 7 1016 22 24
8 & o190 YRS 6.4 18| 3 L ] 7113 14 22
20-34 6.8 19! 3 3| 6 8|1l 3¢ 23
1 AoB 3 1 BB RS
§s+ 132 24| & sSi11 16|23 29 4}
SUBTOTALS:
1. SINGLE DX »
A. ot Operated rR S 1) 2 a!l 6 7 1n
8. Operatad [ 2 3 4 ] 4 ] 13
2. MULTIPLE DX
A. Not Operated 16 1 1| 3 s| 9 11 2
8. Opernted i 29| 3 3| € 9113 17 28
1. SINGLE DX 6| 2 3| o s{ 7 8 13
2. MULTIPLE DX ! 2| 3 3l 9|13 17 2
A. NCT OPERATED ' 10} 3 1|3 4! 72 9 18
8. OPERATED nml 2 3| 4 s 8 11 18
7! 2 3| 4 5| 72 9 14
TOTAL 2&52 YRS 9| 2 3| 4 6| 8 10 15
35.49 14 3 3 -] ? 10 13 2
50-64 30! 3 3] 6 9|14 18
65+ 52| 4 4] 9 13|19 24 ¥
GRAND TOTAL 11! 2 31| & ¢/ 8 10 18

Source:

"Length of Stay ir PAS Hospitals," Commission on

Professional and Hospital Activities, 1974.
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ENCLOSURE I ENCLOSURE I

Our model determines hosnital size by accumulating
adjusted length of stay for each VA hospital patient. This
process is accomplished by a computer program designed to:

-—-Accumvlate the actual length of stay of each
patient discharged from each Va hospxtal during
fiscal year 1976.

--Extract from the data each patient's primary
diagnosis and age, as well as whether the patient
had a single or multiple diagnosis, and whether the
patient underwent surgery.

--Match each patient's characteristics with those of
' corresponding patients discharged from community
hospitals during 1974 based on PAS information.

--Accumulate the corresponding PAS average length of
stay for patients discnarged from each VA hospital
during fiscal year 1976.

--Use the accumulated patient days to calculate
acute care bed reguirements.

Since PAS length of stay statistics do not include patients
who died, we used unadjusted actual length of stay for these
patients.

Spec1a1 consideration was also given to patients who had
stayed in the hospital for 100 days or longer. PAS average
length of stay figures do not include these individuals, but
PAS percentile distribution data does. We determined the
community hospital length of stay for each patient who had
stayed 100 days or longer by using PAS data corresponding
to the 95th fercentile.

A flowchart illustrating the seguence of operations
which leads to the hospital size determination is included
as an appendix to this enclosure.

Using the above data, we calculated the total rumber of
bed days for each patient discharged from each of the
hnspitals in fiscal year 1976. We then determined the number
of acute care beds needed by calculating the average number
of beds zccupied on any given day and then adding a factor
to allow for an 85 percent occupancy rate in medicine and
surgery and a 90 percent occupancy rate in the psychiatric
bed sections. These occupaiacy rates are consistent with
those used by VA.
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The computer was also instructed to accumulate bed
requirements by age category. Then, by using VA estimates
of expected changes in the veteran population size and age
mix between fiscal years 1976 and 1985, we projected the
1985 bed requirements for each age category.

The GAO model differs from VA's sizing methodology in
one fundamental way. Instead of assuming that current and
historical length of stay represent the true acute care bed
requirements, the GAO model analyzes each patient admission 1/
separately and compares the length of stay to that of similar
patients in community hospitals. In most cases, the GAO model
substitutes community hospital length of stay for the patient's
actual length of stay. In our opinion, community hospital
length of stay for patients of a given age and diagnosis
better reflects true acute care bed needs, assuming VA is pro-
vided with appropriate outpatient and nursing home care facil-
ities.

The GAO model is designed to estimate acute care bed
requirements for -medical/surgical hospitals. Therefore, the
model was not used to estimate psychiatric or nonacute care
requirements, such as nursing home care facilities, at any of
the hospitals studied.

Other ﬁattets*Which
may atfect VA bed needs

Our model determines VA acute care bed needs on the
assumption that the basis under which VA now provides care
will not change. Other matters--such as the bed capacity that
should be provided to permit continued treatment of veterans
for nonservice-connrected illnesses, the use of community or
other Federal hospital beds, and the potential impact of
national health care insurance--need to be addressed since
they could have a significant impact on future bed needs.
These matters, which will be more fully addressed in subse-
quent reports, are briefly discussed below to show their im-
portance on future planning of VA hospital needs.

1/ Patient discharges are actually used instead of admissions
since VA patient data is based on discharges. Over time,
admissions equal discharges (including transfers and deaths.)

10
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Construction of new facilities
for treatment of nonservice-

connected 1llnesses

Section 612 of title 38 of the U.S. Code provides
that veterans who have medical disabilities incurred or
aggravated in the line of military duty are entitled to all
reasonable medical services necessary to treat such disabil-
ities. Veterans are also entitled to medical care for
nonservice-connected condi:ions without regard to their
ability to pay if they (1) are released or discharged from
military service for disabilities incurred or aggravated in
the line of duty, (2) have compensable service-connected
disabilities, or (3) are 65 years of age or older. Any
veteran may be provided similar treatment for a nonservice-
connected disability if he certifies he is unable to pay.

A large proportion of the total inpatient workload is
comprised of veterans who are being treated at VA hospitals
for nonservice-connected illnesses. Nationwide, about 89 per-
cent of the patients treated during fiscal year 1976 were
treated for nonservice~connected conditions. At the three
hospitals we reviewed, the percentage of acute care beds re-
quired to treat nonservice-connected illnesses ranged from
86 to 91 percent.

A matter which we believe needs to be addressed is the
question of whether new and replacement facilities should be
sized to accommodate the entire current workload of nonservice-
connected illnesses, or whether some limitation.should be im-
posed. Since VA follows a pclicy of treating nonservice-
connected illnesses on a space available basis, it is unclear
as to whether new VA hospitals should be sized to meet all,
some, or none of this demand. The bed requirements under
several possible assumptions relating to this matter are esti-
mated for each hospital on pages 16, 20, and 23.

VA does not consider availability
of'existing'communItz'or‘otEer

edera ospita eas

The U.S. today has over 931,000 non-Federal hospital
beds, of which 20 perceat are estimated to be surplus.
Excess bed capscity has become a national concern in recent
years. Since 15J7 the total of non-Federal hospital beds for
short-term and other care in general hospitals has increased
from 640,000 to 931,000~-more than 45 percent. When related
to the national population, the ratio of beds has increased

11
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from 3.6 beds per 1,000 population to 4.4 beds per 1,000,
Excess bed capacity is one reason that hospital costs since
1950 have risen four times as fast as the consumer price
index.

The National Eealth Planning and Resource Development
Act of 1974, Public Law 93-641, provides a new appr-ach to’
resolving the problems of access, cost, and quality of health
care. The law created a network of more than 200 health sys-
tem agencies (HSA) which are to, among other things, plan for
the health rescurces needed in their geographic areas of re-
sponsibility. . :

The HSAs, in projecting the bed supply and demand, count
the total populaticn in their geographical area but do not
include the Federal hospital beds in their area. The Federal
agencies such as VA, in making their projections, count the
population they serve but do not count conmunity or other
Federal agencies' hospital beds available. 1In effect, both
the HSAs and the Federal agencies are counting the same popu-
lation twice and are building hospital beds based on projec-
tions of these populations. To illustrate the problem of
excess bed capacity, HSA projections indicate that consider-
able excess community hospital bed capacity will exist in the
Bay Pines, Little Rock, and Richmond catchment areas in 1980.

. The Florida Gulf HSA, whose catchment area falls within
that of the Bay Pines VA hospital, provided data indicating
that in 1980 the area will have 1,100 excess community hos-
pital beds. Similarly, based on HSA projections to 1980,
there are expected to be at least 1,363 excess beds in the
Little Rock catchment area and 663 excess beds in the Rich-
mond catchment area. While the Government bears the cost
(construction, equipment, staffing, etc.) of new VA hospital
beds, it is also sharing in the increased costs resulting
from excess community hospital beds. Many were constructed
with Federal support and operating costs are paid for, in
part, through Medicare, Medicaid, and Federal health benefit
programs. :

Potential impact of
nationaI'heaEth care

insurance qu lsIatlog

The passage of some form of national health care legis~-
lation could greatly reduce the demand for VA hospital beds.
All of the national health care bills now before the Congress
would significantly reduce the expenses patients must bear
for medical treatment. For calendar years 1973-1974, only

12
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12.3 percent of all discharges for veterans from short~term
stay hospitals (30 days or less) were from VA hospitals.
About 88 percent were discharged from community hospitals.
Many veterans now using VA hospitals would undoubtedly turn
to private physicians and local community hospitals for their
care if such care were available at low cost to them.

Many veterans are already covered by some form of health
insurance, either public or private. Under the assumption
that national health care insurance would provide no better
coverage than that of the average veteran's insurance today,
the Congressional Budget Office (CBO) estimated that 20 per-
cent would be the lcwer limit for the expected drop in va
hospital demand 1/. 1In developing this estimate, CBO assumed
that the behavior of current insured veterans would not
change under national health care insurance. Only the impact
of national health care insurance on those veterans who have
nNO coverage at present and currently use the VA system was
measured.

In view of the potentially significant impact of a
national health care insurance program on the demand for
care in VA hospitals, Congress, when considering the author-
ization of new ang replacement hospitals, will need to explore
the role VA will play in any national health care insurance
program.

SIZE ANALYSIS FOR‘BAY‘PINES,‘LITTLE’ROCK,
AND RICHMOND VA HOSPITALS

As part of our review, we evaluated the hospital zize
proposed by VA for the Bay Pines, Little Rock, and Richmond
hospitals. Our estimate of the total number of beds required
for the three va hospitals and VaA's proposed number of beds
are nearly equal. However, our analysis showed that the mix
of beds proposed by VA is improper--va is planning too many
acute care beds and too few nursing home care beds. Based
upon the recognized significant differences in the cost of
constructing acute care beds instead of nursing home care
beds, we believe that the construction costs for the three
hospitals could be reduced if the mix of hespital beds were
determined on the basis of our analyses. Further, overating
expenses could be reduced significantly over the life of the
facilities. The detailed results of our size analysis for
each hospital are presented on the following pages.

i/ "Projected Acute Care Bed Needs of Veterars Administration
Hospitals," Congressional Budget Office, April 1577.

13
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Bay’PineS'VA‘hospital

The existing VA hospital at Bay Pines, Florida, consists
of 4 buildings constructed during the early 1930's, which con-
tain a total of 693 operating beds. The hospital was origi-
nally built as a domiciliary and is located on a 350-acre tract
along Florida's west coast, on the Boca Cieca Bay, 9 miles
northwest of st. Petersburg, Florida. Also located on the
grounds are a 322-bed domiciliary built in 193] and a 120-bed
nursing home care facility opened in 1972. 1In 1976, the va
hospital served a population of 322,288 veterans which,
according to Va estimates, will increase to 364,719 by 1985.

The VA has proposed construction of a new 520-~bed
hospital (370 medical beds and 150 surgical beds), a new 120-
bed rnursing home care facility, and a 200-bed domiciliary on
the present site. 1In addition, VA plans to renovate 3 exist-~
ing buildings which will provide space for 190 psychiatric
beds, ambulatory care, and administrative offices. The pres-
ent 120-bed nursing home care building will be retained. Va's
Cost estimate for the Project including the nursing home care
facility is $110 million. '

As shown by the following schedule, we estimate that,

overall, 70 more acute beds are needed for the hospital at
Bay Pines.

14
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GAO size estimate for Bay Pines VA hospital

Current
operating Bed needs_
"beds - VA proposal GAQ estimate .
Acute non-psychiztric ’
Medical ) 229 170 (a)
Surgical 151 150 (a)
Rehabilitation : 31 - 30 (a)
Subtotal ~411 -350 ' 420
Intermediate medicine 136 170 (b)
Subtotal -547 -520 420
Psychiatric 126 . 1% e/ 190
Total hospital $73 710 610
Lower levels of care
Nursing home care 120 240 e/ 240 .
Additional nursing
home care - - b/ 170
Domiciliary ~322 200 ¢/ 200
Total 1,115 1,150 1:.220

2/ The GAO model does not estimate medical, surgical, and
rehabilitaticn separately but indicates a total acute
care non-psychiatric bed requirement of 420 beds.

b/ We have placed VA's proposed 170 "intermediate medicine"
beds under the label "additional nursing home care" to
indicate that these beds do not reguire the staffing and
ancillary services customarily reguired for the operation
of acute care beds.

C/ Since the GAO model estimates cnly acute care bed require-

ments, VA's proposal for psyzhiatric bed, nursing home
care and domiciliary is used.
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Although 170 of the proposed@ hospital beds have been
labeled "intermediate medicine," VA plans to construct these
within the same hospital structure, and with the same support
facilities as the acute care medical beds. Intermediate care
patients, however, are those with long term or chronic con-
ditions who require nursing home type of care. The average
length of stay of intermediate care patients at the Bay Pines
VA hospital during fiscazl year 1975 was 184.3 days. Such
patients are generally not found in acute care community hos-
pitals, but ave discharged either tc less expensive nursing
home care facilities--which are far less costly to construct
and operate than acute care beds--or to their homes.

Our estimates indicate that VA's proposed mix of acute
and nonacute care beds is inappropriate. Bay Pines requires
70 more acute care beds than were proposed. However, contrary
to VA's plans, the proposed 170 intermediate care beds should
be constructed similar to nursing home care rather than zcute
care. This suggests that appropriate construction would con-
sist of 610 acute medical and surgical beds and 170 nursing
home care beds in addition to the 240 nursing home care beds
proposed by VA,

VA estima‘’es that the construction cost of an acute care
bed in the Ray Pines area is about $136,930 per bed and about
$39,833 per nursing home care bed. We recognize that substi-
tuting a nursing home care bed for an acute care bed will not
result in a savings of $97,097 per bed because some portion
of construction costs are attributable to ancillary services.
Nevertheless, we believe that construction costs at Bay Pines
could be reduced if the mix of hospital beds were determined
on the basis of our analysis. Further, operating expenses,
such as staffing and support services, could be reduced signif-
icantly over the life of che facilities.

Table of policy-assumptions

The table on the following page presents certain policy
assumptions with regard to the treatment of eligible veterans
and their impact on the required size of the Bay Pines VA
hospital. 1If, for example, veterans were treated only for
service-connected illnesses, only 85 beds would be reguired in
the Bay Pines VA hospital. If patients with service-connected
illnesses or disabilities were treatad for all their illnesses,
220 beds would be needed.
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Bay Pines VA hospital
acute cate-bed regquirements- under
variouns poilcy assumptions

Bed regquirements

1. Projected reguirement
with no restriction on
beneficiary use : a/ 610

2. Projected regquirement
if only service-
connected putients are
treated (for either
service-connected or
nonservice-connected
illness) : 22C

3. PB.ojected reguirement
if only service-
connected patients are
treated for service- :
connected illness 85

a/ Consists of 420 acute medical/surgical beds and 190
psychiatric beds as computed by GAO.

Little Rock VA-hospital

The Little Rock VA hospital is composed of two separate
divisions. Tue Central Little Rock VA hospital, a 1l0-story
structure opened in 1950, provides the bulk of the acute care
beds and currently hcuses 460 acute care medical, surgical,
and neurological beds.

The division which provides primarily psychiatric service,
nur51ng home care, and care for long term, chronic patients,
is referred to as the North Little Rock VA hospital. This
facility consists of 12 buildings constructed mainly during
the 1920's and 1930's, housing 1,007 hospital beds and 200
rursing home care beds. Although the Central and North Little
Rock VA hospitals are located about 7 miles apart they are
under single management. The hcspitals setve a catchment
area consisting of 45 Arkansas counties with a ‘1976 veteran
population of 161,024, VA estimates the veteran population
will decline to 146,787 by 1985.

VA is planning to construct a new 535-bed hospital
adjacent to the University of Arkansas Medical Center to
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repiace the existing Central Little Rock VA hospital which

is approximately 6 miles away. VA also plans to modernize

the patient care buildings at North Little Rock, and con-
struct a new multi-use recreational building. After moder..~
ization, the North Little Rock facilities will contain 850
hospital beds and 200 nursing home care beds, a decrease of
157 hospital beds from its current size. VA's cost estimates .
for the projects zre as follows: -

Amount
(million)
Replacement of Central Little Rock VA
hospital _ . $ 75.17
Modernization of North Little Rock VA :
hospital v 50.1
Total - » $125.8 -
———

We did not use the GAO model to evaluate the proposed
size of the North Little Rock VA haspital, which inveives
the refurbishing of 1,050 beds, since the model estimates
only acute care non-psychiatric bed reguirements, and no
beds of this type are planned for North Little Rock 1l/.
The proposed replacement for the Central Little Rock “va
hespital, however, has been evaluated using the GAO model,
and tha results are shown on the following page.

1/ while 40 neurological beds are now planned for North Little
Roc¢, these represent a distribution of beds between Central
and North Little Rock.
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GAO size estimate for North »nd Central
Little Rock VA hospitals

Current
operating _ - Bed needs"
-beds - .VA proposal GAO estimate
Central Little Rock
Medical 191 245 (a)
Surgical 247 230 (a)
Neurological - 22 30 _(a)
Subtotal 460 2505 445
Psychiatric o - 30 b/ 30
Total acute care - 460 535 - 475
North Little Rock
All beds 1,207 1,050 b/ 1,050
Total 1,667 1,585 1,525

a/ The GAO model does not estimate medical, surgical, and
neurological beds separately.

b/ Since the GAO model estimates only non-psychlattlc acute
care requirements, ‘VA's propcsed bed size is used.

Our estimate indicates a nezd for 60 fewer acute care
medical, surgical, and neurological beds than has been pro-
posed by VA for the new facility. . Cur estimate represents a
decrease of 15 beds from the current number of operating beds
in these bed sections. This decline of 3.3 percent is con-
gsistent with the expected 8.8 percent decrease in veteran
population in the catchment area bhetween 1976 and 1985, and
the increase in the proportion of elderly veterans making up
the population.

‘'VA estimates that acute care beds in the Little Rock
area cost about §$138,043 per bed. We recognize that elimin-
ating acute care beds will not result in a savings of $138,043
per bed because some porticn of construction costs are attri-
butable to ancillary services. Nevertheless, construction of
475 acute care beds, rather than the 535 acute care beds
proposed by VA, would result in reduced construction costs.

-
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Further, operating expenses, such as staffing and support
services, could be reduced significantly over the life
of the facilities.

Table of policy assumptions

The table below presents certain policy assumptions
(with regard to the trceatment of eligible veterans), and
their impact on the required size of the Central Little
Rock VA hospital. If, for example, veterans were treated
only for service~connected illnesses, only 43 beds would
be required at the Central Little Rock hospital, 1If
patients with service~-connecuut disabilities were treated
for all their illnesses, 114 ° would be needed.

Central Little Rock VA-hospital
acute care bed teguirements under

m
varions policy assumptions

Bed requirements

1. Projected requirement with
no restriction on beneficiary
use a/ 475

2. Projected requirement if only
service—connected patients are
treated (for either service~
connected or nonservice-
connected illness) 114

3. Projected requirement if orly
service-connected patients are
treated for service-connected
illness 43

a/ Consists of 445 acute medical, surgical, and neurological
beds and 30 psychiatric beds as computed by GAO.

Richmond VA-hospital

The existi:'a VA hospital at Richmond, Virginia, consists
of about 80 buildings connected by covered corridors. The
hospital was constructed in 1944 and contains a total of 990
operating beds. In 1976 the hospital served a population of
221,882 veterans which, according to VA estimates, will decline
to 206,105 by 1985,
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VA has proposed construction of a 700-bed hespital and a
120-bed nursing homé care facility at the present site. VA's
cost estimate for the project is $116 million.

As shown by the following table, our estimate differs
from VA's proposal only in the designation of intermediate
care beds as a lower level of care. Patients categor.zed as
"intermediate care"” had an average length of stay in the
Richmond VA hospital of 135 days during fiscal year 1875. 1In
the private sector, such patients are generally transferred
out of acute care facilities and into less expensive nursing
home care facilities or to their homes. VA plans to con-
struct 80 intermediate care beds within the same hospital
structure, and with the same support facilities as the acute
care beds. We believe, consistent with comrunity hospital
practice, intermediate care beds should be constructed
similar to nursing home care rather than acute care. This
suggests that appropriate construction would consist of 620
acute care beds and 80 nursing home care beds in addition to
the 120 nursing home care beds proposed by VA.
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GAO size estimate for Richmond VA-hospital

Current ,
operating _ Bed needs
“beds VA proposal GAO estimate

Acute non-ps?chiatric
Medical 330 200 (a)
Surgical 194 160 (a)
Neurological 35 40 (a)
Rehabilitation 14 20 (a)
Subtotal 573 420 420
Intermediate care 66 80 -
Subtotal 639 500 420
Psychiatric 65 80 c/ 80
Spinal cord injury 161 120 B/ 120
Total hospital 865 700 620

Lower "levels of care
Nursing home care - 120 ¢/ 120

Additional nursing
home care - - b/ -80
Total 865 820 820

I
|

The GAO model does not estimate bed requirements
separately but indicates a total acute care non-
psychiatric bed requirement of 420 beds.

We have placed VA's proposed 80 "intermediate care" beds
under the labe) "additional nursing home care®™ to indicate
that these beds do not require the staffing and ancillary
services customarily required for the operation of acute
care beds.

Since che GAO model estimates only acute care bed regquire-

ments, VA's proposal for psychiatric beds, nursing home
care, and spinal cord injury beds is used.
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VA estimates that the construction cost in the Richmond
area of an acute care bed is about $159,200 per bed and about
$38,000 per nursing home care bed. We recognize that substi-
tuting a nursing home care bed for an acute care bed will not
result in savings of $121,200 per bed because some portion of
construction costs are attributable to ancillary services..
Nevertheless, we believe that construction costs at Richmond
could be reduced if the mix of hospital beds were determined
on the basis of our analysis. Fugther, operating expenses,

such as staffing and support services, could be reduced signif-
icantly over the life of the facilities. : :

Table of policy assumptions

The table below presents certain policy assumptions with
regyard to the treatment of eligible veterans and their impact
on the required size of the Richmond VA hospital. For
example, only 74 beds would be required at Richmond VA hospital
if veterans were treated only for service-connected illnesses.
If patients with service-connected disabilities were treated
for all their illnesses 114 beds would. be needed.

Richmond VA-hospital
acute care bed requirements under
varions policy-assumptions

Bed requirements

1.  Projected reguirement with
no restriction on benefic-
iary use a/ 620

2. Projected requirement if
only service-connected
patients are treated (for
either service-connected
or nonservice-connected
illness) 114

3. Projected reguirement if
only service-connected
patients are treated for )
service-connected illness 74 '

a/ Consists of 420 acute medical, surgical, neurological, and

rehabilitation beds; 80 psychiatric, and 120 spinal cord
injury beds as computed by GAO. :
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CONCLUSIONS

VA's current method of planning new hospitals results
in the wrong mix of acute and nursing home care bed reguire-
ments. Our estimate of the total number of beds regquired
for the Bay Pines, Little Rock, and Richmond VA hospitals
nearly equals the total number proposed by VA. However, our
analyses showed that the mix of beds proposed by VA is im-
proper. By substituting nursing home care beds for acute
care beds where, appropriate, VA could reduce the construc-
tion costs for the three hospitals. Further, significant
savings in operating expenses could be resiized over the
iife of the facilities.

Congressional resolution of the policy question concern-
ing the appropriateness of constructing new VA facilities
with the capacity available to provide for treatment of
veterans with nonservice-connected illnesses, could greatly
‘educe the required size of new VA hospitals.

RECOMMENDATIONS TO THE-ADMINISTRATOR OF - VETERANS -AFFAIRS

We recommend that the Administretor

--revis~ the mix of beds for the proposed Bay Pines,
Little Rock, and Richmond hospitals providing for
the appropriate mix as computed by us using the
computer-based model described in this report, and

~=-withdraw the VA hospital sizing criteria now used
and implement a planning methodology similar to the
one described in this report fcr all future hospital
construction.

RECOMMENDATION TO THNE CONGRESS

In view of the estimated surplus of beds in commanity
hospitals, the fact that VA does not consider the avail-
ability of other Federal hospital beds in determining the
size of its hospitals, and the large proportion of VA hos-
pital beds devoted to the treatment of veterans with non-
service-connected illnesses, we recommend that the Congress
explore to what extent VA hospitals authorized in the future
should have the capacity available to provide for the treat-
ment of veterans with nonservice-connected illnesses.

The timely resolution of this policy question could have

a significant impact on the eight hospitals currently autho:-
ized. ‘
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APPENDIX I
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