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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


Office of the Secretary					In Reply Refer To: 00REG Washington DC 20420


September 20, 2019


Subject: Regulatory Impact Analysis for RIN 2900-AQ56(F), Establishment of the VA Innovation Center for Care and Payment

	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 is not likely to 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 Regulatory Impact Analysis document, dated September 6, 2019



Approved by:
Jeffrey M. Martin
Impact Analyst
Office of Regulation Policy & Management (00REG)
Office of the Secretary








(Attachment)

Regulatory Impact Analysis for RIN 2900-AQ56(F) 

Title of Regulation: Establishment of the VA Innovation Center for Care and Payment 

Purpose:  To determine the economic impact of this rulemaking. 

Statement of Need: Passage of Public Law 115-182, the John S. McCain III, Daniel K. Akaka, and Samuel R. Johnson VA Maintaining Internal Systems and Strengthening Integrated Outside Networks Act of 2018, or the VA MISSION Act of 2018, authorized the creation of a center for care and payment innovation focused on achieving cost savings without hurting quality. VA acting through the Center seeks to develop innovative approaches to improve access to, and quality, timeliness, and patient satisfaction of care and services; and create cost savings for the Department. 

[bookmark: _Hlk528297373]Summary: The Department of Veterans Affairs (VA) is amending its regulations that govern VA health care.  This rule will establish parameters and authority for the new Center for Innovation for Care and Payment in its conduct of pilot programs designed to develop innovative approaches to testing payment and service delivery models to reduce expenditures while preserving or enhancing the quality of care furnished by VA.

Benefits:  This rulemaking enables the establishment of the VA Innovation Center for Care and Payment which will immensely benefit VA and Veterans. This rulemaking is designed to enable the development and testing of innovative approaches to VA service delivery and payments, which reduces expenditures while preserving or enhancing the quality of care furnished by the Department. This rulemaking will also ensure that stakeholders are aware and engaged in this endeavor. The payment and service delivery models will be designed to improve access to, and quality, timeliness, and patient satisfaction of care and services; and create cost savings for the Department. 

Estimated Impact:  VA has determined that there are both transfers and costs impacts associated with this rulemaking.  The transfers are estimated to be $45M in FY2020 and $225M over a five-year period.  The costs are estimated to be $4.7M in FY2020 and $24M over a five-year period.  The total budgetary impact associated with this rulemaking is estimated to be $49,707,000 for FY2020 and $249,039,000 over a five-year period.  The total budgetary impact estimated in each fiscal year is less than $50 million, consistent with section 1703E(d) and section 1703E(g)(2), which states that, subject to notification and approval conditions, VA may not expend more than $50 million in any fiscal year in the conduct of the pilot programs operated under this section.  In addition, the total budgetary impact incorporates the cost of operating the pilot programs, including all administrative and overhead costs, including measurement and evaluation, as well as the funding required to implement the specific payment or service delivery models being tested.    


Total Budgetary Impact

	Impacts ($000s)
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024
	2020 - 2024

	Full Time Employee Equivalent (FTEE)*
	$3,307 
	$3,357 
	$3,407 
	$3,458 
	$3,510 
	$17,039 

	Care and Payment Innovation Pilots
	$45,000 
	$45,000 
	$45,000 
	$45,000 
	$45,000 
	$225,000 

	[bookmark: _Hlk12529274]General Program Contract Support
	$1,000 
	$1,000 
	$1,000 
	$1,000 
	$1,000 
	$5,000 

	Travel, Training, and Stakeholders Engagement
	$400 
	$400 
	$400 
	$400 
	$400 
	$2,000 

	TOTAL
	$49,707 
	$49,757 
	$49,807 
	$49,858 
	$49,910 
	$249,039 


* FTEE includes both permanent and limited-term employees


	Costs Impacts ($000s)
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024
	2020 - 2024

	Full Time Employee Equivalent (FTEE)*
	$3,307 
	$3,357 
	$3,407 
	$3,458 
	$3,510 
	$17,039 

	[bookmark: RANGE!B5]General Program Contract Support
	$1,000 
	$1,000 
	$1,000 
	$1,000 
	$1,000 
	$5,000 

	Travel, Training, and Stakeholders Engagement
	$400 
	$400 
	$400 
	$400 
	$400 
	$2,000 

	TOTAL
	$4,707 
	$4,757 
	$4,807 
	$4,858 
	$4,910 
	$24,039 


* FTEE includes both permanent and limited-term employees


	Transfer Impacts ($000s)
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024
	2020 - 2024

	Care and Payment Innovation Pilots
	$45,000 
	$45,000 
	$45,000 
	$45,000 
	$45,000 
	$225,000 

	TOTAL
	$45,000 
	$45,000 
	$45,000 
	$45,000 
	$45,000 
	$225,000 





Alternative Policy Approaches: VA did consider alternative policies when developing the provisions of the rulemaking and the regulatory impact analysis.  The option of allowing an indefinite extension of pilot programs was explored and considered inappropriate since doing so would limit VA’s ability to run new pilot programs once the maximum allowable number of concurrent pilot programs (10) is reached. In addition, the chosen strategic execution approach is to transition successful pilot programs to scale and sustainment as soon as appropriate. When a solution is transitioned to scale and sustainment, the appropriate VA appropriations will be used to fund the expansion of the further enhancements to the solution and the enterprise-wide deployment of the solution. Finally, after careful analysis, VA determined that primarily utilizing Full Time Employee Equivalents (FTEE) in lieu of contractor support was more cost-effective approach to operating the center.  

Assumptions and Methodology of the Analysis: 

[bookmark: _Hlk12531300]Full Time Employee Equivalent (FTEE)

The full-time employee equivalent (FTEE) provides managerial and staffing support for managing and executing the care and payment innovation pilots. The services provided by the FTEEs include both programmatic and administrative operational support. The estimated number of FTEE consists of a combination of permanent and limited term employees. The estimated FTEE costs include benefits and are based on Washington D.C. 2019 locality rate with an assumed COLA increase at a rate of 1.5% annually. Due to the complexity and highly specialized nature of the work, salary and benefits were based on step 5 for each GS schedule position. Number and type of FTEE required were determined based on the complexity of the statutory requirements and anticipated level of effort required to implement. Estimates were validated internally with the Office of Management and based on VA analysis of the best practices both in government and in private sector and tailored to the needs of our veteran patients.

The overall FTEE is consisting of health system specialists; program management specialists; health services investigators; regulation and policy specialists; data and technology specialists, and management analysts who will carry out the following key functions:

· Provide strategic execution thought leadership to establish and scale distinct and interrelated service lines to drive innovative solutions for care and payments.
· Leads requirements development efforts for care and payment innovation pilot programs. 
· Works closely with VA Innovation Center (VIC) Executive Director to conceptualize pilot program concepts, proposals and waiver requests.
· Contributes to the design and implementation of large measurement and evaluation initiatives working with industry thought leaders.
· Collaborates with subject matter experts, researchers, programmers, analysts, and statisticians across VA and non-VA entities to design and deliver VA Innovation Center – Care and Payment Innovation (VIC-CPI) pilot programs.
· Conducts innovative policy research and program evaluation to improve the delivery, quality, equity, and financing of VA health care.
· Collaborates with senior staff and contractors to design studies to evaluate programs and policies using industry best practice methodologies, conduct analyses, interpret findings and present findings to key stakeholders.
· Represents VIC-CPI expertise through various mechanisms, such as publications, conferences, technical communications, and testimony.
· Manages a pipeline and caseload of projects across the VIC-CPI portfolio of programs and pilot programs.
· Researches best practices and drafts proposed program regulations and/or legislation to assist in addressing these emerging issues.
· Conducts innovative policy research to identify opportunities to request waiver to improve the delivery, quality, equity, and financing of VA health care.
· Develops knowledge products (case studies, playbooks, toolkits) and conducts VIC-CPI trainings on knowledge products and opportunities to develop waiver requests to support pilot program development.
· Manages pre-concept, concept and feasibility phases to identify promising innovation opportunities that are well aligned with the strategic objectives of the Secretary.
· Manages the portfolio of pilot solutions through evaluation and initial diffusion phases. 
· Manages a transition phase through which VIC works jointly with innovation solution partners to drive national diffusion of mature innovations.
· Develop an execution roadmap for all phases of program and project management activities to include program design, solicitation, evaluation, selection, negotiation, contract/grant development and execution, milestone reporting, close-out, reporting, and communications.
· Develops effective approaches to integrating new tools and systems into the VIC-CPI pilot program work flow. 


Care and Payment Innovation Pilots

The level of support required in each fiscal year is determined by the anticipated complexity, specialized knowledge and financial support required to launch and run each pilot program. Affiliated (regulation and policy, measurement and evaluation) pilot program development and implementation costs are estimated based on the complexity of the statutory requirements to satisfactorily complete the affiliated pilot program activities. Amounts are indicative of the statutorily limited pilot program obligations per fiscal year. Estimates based on VA analysis of the best practices both in government and in the private sector.

The amounts being paid would be determined by the requirements of the specific pilot programs that will be proposed for demonstration by the Secretary. The acquisition approach, payment amount and vendor are yet to be determined. It is anticipated that the future solicitations will be open to all interested parties. 

The work for care and payment innovation pilots will cover the following:

Service Delivery Innovation Pilot Demonstrations

· Support the development and implementation of approximately 5 – 10 service delivery innovation pilot programs.
· Modify and integrate new technology and processes.
· Identify and engage specialized subject matter expertise and professional services support for technical assistance.
· Curate insights to support mandated reports, VA Senior Executive, Congressional and other stakeholder briefings.
Payment Innovation Pilot Demonstrations

· Support the development and implementation of approximately 5 – 10 payment innovation pilot programs.
· Develop analytic insights to enable negotiation of alternative payment methods.
· Support administrative transaction costs associated with alternative payment methods.
· Modify and integrate new technology and processes.
· Curate insights to support mandated reports, VA Senior Executive, Congressional and other stakeholder briefings.
Regulation and Policy impact analysis for Pilot Demonstrations

· Support the development of approximately 10 - 20 independent regulatory and policy analysis reports for service delivery and payment innovation pilot programs.
· Conduct impact analysis of the statutory waivers requested and develop alternatives to current statute. 
· Curate insights to support mandated reports, VA Senior Executive, Congressional and other stakeholder briefings.
Measurement and Evaluation for Pilot Demonstrations

· Support the development and implementation of approximately 10 - 20 independent measurement and evaluation studies for service delivery and payment innovation pilot programs.
· Identify and engage specialized subject matter expertise and professional services support for technical assistance.
· Develop rigorous impact assessment reports for publication and Congressional submission.
· Curate insights to support mandated reports, VA Senior Executive, Congressional and other stakeholder briefings.
General Program Contract Support

General program contract support provides the following services:

· Conducting environmental scan of market-based care and payment innovation models.
· Performing data analysis to identify care deficits, target populations and markets.
· Developing and maintaining advanced technical tools, systems and approaches to manage and track pilot program development and implementation.
· Providing regulation/policy management and strategic communications support.
The estimates for general program contract support were based on VA analysis of the best practices both in government and in the private sector. The level of support required in each fiscal year is determined by the anticipated need and maturity of the VIC-CPI organization. Associated costs and type required was determined based on the complexity of the statutory requirements and anticipated level of effort required to implement.

Travel, Training, and Stakeholders Engagement

The costs for travel, training, and stakeholder’s engagement cover the following:

· Travel (flight, hotel, ground transportation and incidentals) for VIC-CPI core team to conduct pilot site visits, carry out market research, engage industry partners, and participate in stakeholder and solution evaluation meetings.
· Training (Specialized annual staff training, stakeholder and VA beneficiary education).
· Events (Organizing and hosting industry demo-days, listening sessions, stakeholder and VA beneficiary engagements).
Listed amounts are estimates based on VA analysis of the best practices both in government and in the private sector. The level of support required in each fiscal year is determined by the anticipated need and maturity of the VIC-CPI organization. Associated travel, training and event costs and type required was determined based on the complexity of the statutory requirements and anticipated level of effort required to implement.

Paperwork Reduction Act: This rulemaking contains no provisions constituting a collection of information under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3521). 

Submitted by: Michael Akinyele, VA Chief Innovation Officer and Executive Director (Acting), VA Innovation Center (VIC), Office of Enterprise Integration (315P), VACO, Washington, DC. 

Date:  September 6, 2019
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