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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


Office of the General Counsel					In Reply Refer To: 02REG Washington DC 20420


Date:  May 4, 2016

From:	Chief Impact Analyst (02REG)

Subj:	Economic Impact Analysis for RIN 2900-AP57, Repayment by VA of Educational Loans for Certain Psychiatrists

To:	Director, Regulations Management (02REG)

	I have reviewed this rulemaking package and determined the following.

1.  This rulemaking will not have an annual effect on the economy of $100 million or more, as set forth in Executive Order 12866.  

2.  This rulemaking will not have a significant economic impact on a substantial number of small entities under the Regulatory Flexibility Act, 5 U.S.C. 601-612.   

3.  This rulemaking will not result in the expenditure of $100 million or more by State, local, and tribal governments, in the aggregate, or by the private sector, under the Unfunded Mandates Reform Act of 1995, 2 U.S.C. 1532. 

4.  Attached please find the relevant cost impact documents. 

(Attachment 1):  Agency’s Impact Analysis, dated May 4, 2016
(Attachment 2): CFO Concurrence memo, dated May 3, 2016


Approved by:
Michael P. Shores, MSRC 
Chief, VA Regulatory Impact Analyses
Regulation Policy & Management (02REG)
Office of the General Counsel










(Attachment 1)

Impact Analysis for RIN 2900-AP57


Title of Regulation: Repayment by VA of Educational Loans for Certain Psychiatrists

Purpose:  To determine the economic impact of this rulemaking. 

Background:  The “Repayment of Educational Loans for Certain Psychiatrists” was authorized under Public Law 114-2 on February 12, 2015. The passage of this legislation requires VA to conduct a three year pilot program of not less than ten individuals per year for loan repayment for psychiatrists who agree to serve in the Veterans Health Administration.  Participants in the pilot must be willing to serve a minimum two year service obligation for which they will be eligible to receive up to $30,000 in repayment for educational loan expenses per year.  VA will provide an interim report two years after the initiation of the pilot and a final report at the conclusion to address the results of the pilot program. 

Cost Benefit: 

Mission Critical Occupation
The pilot program for repayment of educational loans (PREL) is designed to address critical VHA health care workforce needs in the area of mental health. Specifically, PREL could help alleviate the mental health care workforce shortages in VA by securing a service commitment to a VA health care facility of program participants prior to graduation and licensure/certification. In return, VA will pay back up to $30,000 a year in qualifying student loan debt - $6,000 more per year than other similar VA repayment programs.  

However, as a condition of acceptance of the PREL, failure to fulfill the service agreement will result in participants having to pay the full amount of benefit they expected to receive in the agreement, pro-rated for completed service days.  This is a stronger reason not to breach the agreement than simply ending their payments or paying back only what they had already received, given that participants would then be indebted to both their educational lenders and the Federal government.

Both the VHA 2015 Workforce and Succession Strategic Plan and the 2015 OIG Mission Critical Occupation (MCO) Report identified medical officers (physicians) as the most critical occupation for recruitment and retention.  Both of these documents/reports can be found as a supporting document at http://www.regulations.gov, usually within 48 hours after the rulemaking document is published.  Furthermore, within the physician occupation, psychiatry is identified as the number one most critical specialty and is consistent with the last several fiscal years’ data (Attachment A).  Implementation of the proposal would be subject to appropriation of additional funds.


Expected Growth
Bureau of Labor Statistics (2014) predicts faster than average job growth by FY 2022 of 18% among the physician and surgeon occupational group.  In comparison, VHA predicts growth of 25.0% by FY 2021, an estimate that includes additional hiring needs identified in FY 2014.  Both of these statistics can be found in VHA’s 2015 Workforce and Succession Strategic Plan, as a supporting document at http://www.regulations.gov, usually within 48 hours after the rulemaking document is published.  Future benefits are gained in reduced recruitment costs as program participants will have obligated service agreements to fulfill.  Securing the services of these critical healthcare professionals prior to the completion of their residency could be of significant advantage to VHA because medical residents seek and commit to employment with private sector providers prior to graduation.  Private sector entities have the ability to offer contractual agreements to medical residents.  This legislation allows VHA to compete with the private sector in a similar fashion and thus target a different candidate population than VA’s regular candidate pool.

Medical Student Debt
The average medical student loan debt is nearly $170,000 at the time of graduation according to 2013 Association of American Medical Colleges data.  PREL authorizes VA to extend job offers with an attractive student loan repayment incentive prior to graduation, thereby expanding the eligible pipeline for hiring.

Service Obligation 
According to the annual VHA Workforce and Succession Strategic Plan, on average, the majority of new hire quits in mission critical occupations occurs in the first two years of employment.  Over the last several years, the rate of quits within the first two years has increased from 16.2% in FY 2008 to 18.7% in FY 2013 (+2.5pp).  Similar to the total workforce, new hire MCO quits within the first two years represent approximately two-thirds of the total quits in the first five years.  Typically, 10-11% of MCO new hires quit within the first year of employment.  
Participants will be required to fulfill at least two years of service, with the option to commit to additional service years to be determined at the time of application.  Securing these participants for a minimum of two years will reduce turnover and associated costs. 

PL 114-2 details eligible individuals as 1) those licensed or eligible for licensure to practice psychiatric medicine in VA or 2) those who are enrolled in the final year of a residency program leading to a specialty qualification in psychiatric medicine.  VA determined the pilot will only target those individuals in the final year of residency.  This decision allows VA to recruit from a unique category of individuals that does not conflict with the target audience for other programs, such as EDRP.  

Methodology/Assumptions:  

PL 114-2 establishes a maximum annual award amount of no more than $30,000 in educational loan repayment for each year of obligated service.  PL 114-2 also states that a participant must serve for a period of two or more calendar years with VHA in a permanent, full-time position.  It is assumed that all participants will complete their service obligation period.  For the purpose of this pilot, VA assumes that 10 facilities would be willing to hold a position for a resident willing to commit to two or more years of obligated service with the VA in order to receive student loan repayment of $30,000 per year of service.

VHA loan assistance cost estimates are based on loan repayments of no more than $30,000 per year will be made to participants in the manner determined most beneficial to the VA for the minimum two year service agreement ($60K).  VA projects 10 participants for the duration of the pilot. 

Prior to participants onboarding with VA, VHA will need to determine the sites eligible for the pilot, advertise the program and evaluate applications.  Since the program targets medical students in their final year of residency, VA will need to announce the program early in the academic year in order to compete with other employers.  Participants will apply for the program in their final year of residency, however will not begin their service with VA until successful completion of their programs and licensure, roughly 1-1.5 years after VA advertises the program.   

# of Participants – According to 2014 ACGME data, approximately 1,000 individuals complete a psychiatry residency every year.  Also on average, VA hires approximately 350 psychiatrists, of whom approximately 10% (~35) appear to be new graduates based on VA data related to year of degree.  For purposes of piloting this new program to determine its effectiveness, we would expect no more than 10 participants to enroll in this program.  

To meet the intent of the pilot program, VA reserves the right to appoint a participant to a VA medical facility with the greatest need for additional staff psychiatrists.  Participating VA medical facilities must commit to holding a vacant full-time, permanent position and salary dollars for the PREL applicant prior to receiving, reviewing and rating applications.  Based on past hiring practices, the provisions in this rule, and contingent upon facilities’ ability to hold vacant positions, we anticipate that 10 participants will commit to the pilot program.  The pilot program is authorized for three years; within this timeframe, VA anticipates advertising the program, soliciting applications for review, selecting and placing candidates which will result in 10 qualified individuals who will have service obligations with VA for a minimum of two years.  During this time, VA will monitor the success of the pilot to meet the reporting requirements of the legislation. 

Maximum Reimbursement Costs (max $30K) – The Clay Hunt SAV Act establishes a maximum award amount that VA may pay to a participant of the PREL.  VA may pay no more than $30K in education loan repayment for each year of obligated service.  For the purposes of this analysis, VA assumes the maximum award amount of $30K per year of obligated service per participant. 

Average Obligated Service – Due to the restrictive requirements of the service agreement, we anticipate most participants will commit only to the minimum two year service obligation period.  Upon completion of the contracted service period, the individual remains a VA employee serving in the under which they were hired. 

Cost Estimate:  The table below provides the cost estimate for the pilot program that would result from enacting this proposal.  These cost estimates assume that no participants will breach the program agreements due to the significant financial implications of breaching.  For the purpose of the pilot and the associated timeframe for implementation and monitoring, this cost estimate does not include costs to the agency for any participant that signs more than a two-year service agreement. Individuals may participate in more than two years and receive up to $30K in each of those years.  Based on the average medical student loan debt of $170K, should each participant sign a six year agreement, the cost to VA would be $300,000 per year, for a total of $1.8M over six years. 


	FY
	New Participants
	Total # of Participants
	Total Costs
(max $30K per participant)

	2017
	10
	10
	$300,000

	2018
	0
	10
	$300,000

	2-Year Total
	N/A
	10
	$600,000




Submitted by:  Whitney Henderson, Manager, VHA Education Loan Repayment Services
May 4, 2016

 
Attachment A
2015 Top Occupations 

Consolidated data from VHA’s 2015 Workforce and Succession Strategic Plan, identified top occupational priorities for recruitment and retention. VHA’s 2015 Workforce and Succession Strategic Plan, can be found as a supporting document at http://www.regulations.gov, usually within 48 hours after the rulemaking document is published.  These plans projected staffing replacement needs based on loss rate, retirements, other separations and future mission needs.  The occupations selected through this process are listed in rank order in the table below.  Over the years, the top three occupations have consistently been Nurse, Physician, and Pharmacist, however, this year, VISN plans reflected a substantial change in the makeup of the top occupations, such that Physician is now ranked first in the list followed by Nurse and Human Resources Management, with Pharmacist ranked fourth. 

	Top Ten Occupations 
	Rank 
	Anticipated Hires FY10 Through FY16 

	0602 Medical Officer (Physician) 
	1 
	16,478 

	0610 Nurse 
	2 
	34,960 

	0201 Human Resource Mgmt 
	3 
	2,877 

	0660 Pharmacist 
	4 
	3,953 

	0644 Medical Technologist 
	5 
	2,465 

	0633 Physical Therapist 
	6 
	1,005 

	0180 Psychology 
	7 
	2,561 

	0647 Diagnostic Radiologic Technologist 
	8 
	1,859 

	0605 Nurse Anesthetist 
	9 
	643 

	0620 Practical Nurse 
	10 
	10,145 

	Total Top Ten Hires Needed Through FY16 
	
	76,947 



In addition to the top ten occupations for recruitment and retention, the top physician and nurse specialties and other occupations to watch (i.e., those that ranked 11 to 15) were identified as areas of concern for recruitment and retention.
	
	Physician Specialties 
	Nurse Specialties 
	Other Targeted Occupations 
	

	31 Psychiatry 
	88 Staff Nurse 
	0801 General Engineering 

	38 Radiology – Diagnostic 
	87 RN, Mgr/Head Nurse 
	0631 Occupational Therapist 

	07 Orthopedic Surgery 
	75 Nurse Practitioner 
	1102 Contracting 

	25 Gastroenterology 
	79 Clinical Nurse Specialist 
	0603 Physician Assistant 

	01 Anesthesiology 
	Q1 RN/Staff-Outpatient 
	0621 Nursing Assistant 

	
	Q4 RN Clinical Nurse Ld 
	





Source: Veterans Health Administration’s Workforce Succession Strategic Plan 










(Attachment 2)


Memorandum

Department of
Veterans Affairs

Date:        May 3, 2016

From:       VHA Chief Financial Officer (10A3)

Subj:        Impact Analysis for AP57, Repayment by VA of Educational Loans for Certain Psychiatrists
Dental Program
To:           Chief Impact Analyst, Office of Regulation Policy and Management, Office of the General Counsel (02REG)

1. The VHA Chief Financial Officer concurs with the attached impact analysis for AP57, Repayment by VA of Educational Loans for Certain Psychiatrists Dental Program.

2. The VHA Chief Financial Officer concurs with the attached impact analysis requiring VA to conduct a three year pilot program of not less than ten individuals per year for loan repayment for psychiatrists who agree to serve in the Veterans Health Administration. Participants in the pilot must be willing to serve a minimum two year service obligation for which they will be eligible to receive up to $30,000 in repayment for educational loan expenses per year. VA will provide an interim report two years after the initiation of the pilot and a final report at the conclusion to address the results of the pilot program.  VA
anticipates a total cost of $600,000 as a result of this final rule and would be subject to appropriation of additional funds.

3.  Questions regarding this cost analysis may be directed to Ed Bernard, Acting Associate
Chief Financial Officer, Resource Management, at (202) 443-5078.

Mark W. Yow
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