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A Few Words From the Authors

This guide was prepared to assist commands in making the "right" business decisions.  There is no way any one document could cover all situations for every command in Navy Medicine.  The intent is to provide a generic template that is flexible enough to be modified to meet most requirements.  If anything in the guide does not make good sense for a particular analysis, or you need clarification on any issues, speak to your HSO or BUMED point of contact (POC).  Together you can find the best fit for the situation without creating unnecessary work and still meet the "spirit" of the requirements. 

The guide will be updated with each fiscal year.  It is available on the BUMED Home Page, http://navymedicine.med.navy.mil/, by clicking the "Business Case Analysis" hot button.  Also available at this site will be lesson's learned at all levels of the organization, as well as sample BCAs to use as "go-by's."

For the next version of the guide, we plan on working with the mission-specific activities to include special instructions for their BCAs.  We will also be incorporating suggestions from the field.  If you find the guide unclear on any point, or feel additional information would be beneficial to the users, please take the time to send your thoughts to the HSO POC.  With your feedback and help, we can make this a guide that continues to meet the needs of Navy Medicine at every level.  

FOREWORD

MEMORANDUM FOR NAVY MEDICINE COMMANDERS, COMMANDING 

OFFICERS, AND OFFICERS IN CHARGE 

Subj:  BUSINESS CASE ANALYSIS

Encl:  (1)  BUMED Senior Executive's Guide to Business Case Analysis

1.  I am pleased to provide enclosure (1) to you -- the first ever BUMED Guide to Business Case Analysis.  The current political and fiscal environment surrounding Navy Medicine demands a new emphasis on rigorous business case analysis.  The innovation and good ideas generated by your collective wisdom, knowledge, and experience are critical to the continued success of  TRICARE.  It is imperative that we all understand the business ramifications of our decisions as they reflect on the delivery of health care in both the direct care system and under the MCSC.  The integrity of our data and our analytical process has never been more important than right now.   Our ability to finance additional programs will continue to be constrained by resources.  We must do a better job in Navy Medicine of fostering innovative solutions, managing risk, and anticipating resource requirements.

 2.  My goal in producing this Guide is to provide the senior leadership of Navy Medicine with a tool that will support good business decisions.  The business principles contained in this Guide represent a solid foundation upon which we can build a high performance organization that is responsive to the health care needs of our beneficiaries and line commanders.  My vision is that our senior leadership will use this Guide to ask the hard questions while proposals are still at the deckplates so that the ideas that are forwarded are also sustainable business practices.

3.  This business process improvement offers us a wonderful opportunity to institutionalize a best business practice that will help us solidify our reputation as a benchmark health care organization. 







R. A. NELSON







Surgeon General of the Navy 

Part I:  Introduction to the Business Case Analysis

Definition

A business case analysis (BCA) is "a comprehensive proposal, including the supporting analyses, for making a change that would significantly affect the organization. It presents decision-makers with the relevant facts that must be considered to make an informed decision. Simply stated, it is a fact-based argument for change."  (Resource Management Systems, Inc., 1997)

Background

Navy Medicine is an ever-changing, dynamic system responsible for the delivery and management of health care for over 3 million people.  Opportunities to improve the business and clinical operations are available throughout the system.  To ensure Navy Medicine's viability far into the future, every opportunity must be explored.  This guide will standardize the comprehensive process of analysis, as related to the definition above, required to identify the opportunities that will best benefit the organization.   

Methodology
There are multiple steps involved in performing a BCA.  While it may appear to be an overwhelming task at first, this guide was designed with simplicity as a main objective.  It provides information for and direction to the development process, as well as tools to use for certain portions of the analysis.  

The fundamental base of a BCA is data.  Every opportunity that benefits Navy Medicine will involve data. This guide will help transform that data into useful information. However, there may be circumstances where the analysis of the data does not support the implementation of a certain project, but that project is the right thing to do for our patients.  In such circumstances, the process outlined in this guide is crucial if Navy Medicine is to continue to provide the highest quality of care to our patients.

Format

Unless a compelling reason dictates otherwise, BCAs submitted through the chain of command should follow the format delineated in Appendix A of this guide.  This will allow uniformity in analysis and presentation, and prevent unnecessary bias related to format.  If the format is not followed, the reason should be noted in the Executive Summary.

Submission

A BCA may be submitted at any time.  Each BCA should be forwarded through the chain of command, including the applicable regional Healthcare Support Office.  All requests are to be directed to BUMED, MED 31-Business Analysis Branch.

 Part II:  Understanding and Explaining the Process

What follows in this section is a step-by-step guide to performing a Business Case Analysis (BCA). This guide is written for projects of differing scope—from institution of a training program to the purchase of a piece of equipment—it is not a “one size fits all” undertaking. The best way to begin is to review the steps in this section, then determine which areas are applicable to the project being considered.  

The following steps are elaborated on below:  First, identify an opportunity.  Second, determine the objective—what should this new project accomplish.  Third, determine alternative means of accomplishing the objective, and ensure they are clearly defined.  Fourth, collect and arrange your data—costs, workload, personnel.  Fifth, review the data.  Sixth, consider the intangibles.  Seventh, review everything that has been presented, and make a decision.  Summarize the analysis—clearly, concisely, and data driven.  Eighth, develop an implementation plan.  Ninth, develop a marketing plan.  Tenth, determine how to measure the success. 

Step 1:  Identify an Opportunity.  When considering opportunities for a BCA, there are several areas to examine.  Look to areas of high volume, high cost, high risk, or issues that significantly impact readiness and mission fulfillment.  Most of these measures can be found in CEIS for each command, clinical service and patient care area.  Other issues, such as readiness impact, must be identified at each command.  

The following measures can be found in CEIS: 

· Most frequently seen inpatient DRG

· Highest cost inpatient DRG

· Highest cost and volume outpatient ICD-9 primary diagnosis

· Most frequent ER diagnosis

· Most frequently referred diagnoses out of the MTF 

Other opportunities for a comprehensive BCA present themselves when it is initially determined there is a requirement for a new service, renovation of an existing service or building, or purchase of a major piece of equipment is required.

Step 2:  Determine the Objective.  

A successful BCA depends on many things, the first being a clear and concise statement of the desired objective. What is the desired end-state?  Concentrate on what you want to accomplish, and define success before deciding how to get there.  What are the key indicators that will demonstrate accomplishment?  (This is the first stage of establishing the metrics you will fully develop in Step 10.)  If you cannot define success, you won't know when you have achieved it.   

The following questions will help ensure the objective is viable:  

· Is the proposed service a covered benefit?  

· If not, is it required to meet training and/or accreditation of one or more programs?  

· Is it part of the MTF mission?  

· Does it support the facility’s strategic plan?  

· Is this just the “latest and greatest” bell or whistle?  

· Does another military facility in the catchment area already have a program in place to meet the objective?  

· Is it good for the beneficiaries?  For Navy medicine?  For the Military Health System?  

· Is it a wise use of tax dollars?

Commit the objective to paper, and refer to it often to ensure the process does not get sidetracked along the way. 

Step 3:  Define Alternatives.  The first alternative should always be the “as is” case, which analyzes the way things are today.  The “as is” will serve as the baseline.  Other alternatives are variations on “make/buy”.  Don’t forget the possibility of a hybrid alternative, combining make/buy decisions.  A phasing plan may also be considered—where the entire goal is not accomplished in the initial year, but implemented incrementally over a period of years.  

At this point it is important not to be constrained by the “perfect solution”, or the idea which initiated the process.  Consider all solutions that will meet your objective.  A brainstorming session will help to gather ideas that may not have been considered originally.  Aggressive pursuit of alternatives is critical since the final decision can be no better than the available choices.  It is much easier to start out with several alternatives and eliminate one or more through analytical findings than to reach the end of the analysis and be forced back to the drawing board.  The alternatives chosen at this stage will drive the remaining phases of the analysis.

After determining the alternatives, ensure they are well understood.  List the options on a piece of paper, and provide a short (plain English) description of each.  As the BCA progresses, it will be beneficial to refer back to this list and ensure the objectives are being met.

Alternatives considered may include:

· Repair or replace

· Buy or lease

· Manpower or machine

· Centralize or decentralize

Step 4:  Collect and Arrange Data.  Although no step in this process should be done in a vacuum, this step requires the most interaction and cooperation among facility staff.  Some of the data may not be readily available—be sure to allow adequate time for members of various departments to collect and provide the required information.

Data elements for analysis include:  

· Workload

· Market Study

· Facility, Personnel, and Equipment Requirements

· Cost Profile  

· The effect on the Managed Care Support Contract (MCSC) Bid Price Adjustment (BPA)

· Resource Sharing Targets

Additional information on BPA and Resource Sharing can be found in Appendixes B and C.

Data Sources

Data integrity is paramount to a good BCA.  When considering the data source, the elements of validity and reliability must be addressed.  Valid data is information that is appropriate and accurate for what is being analyzed.  Reliable data can be replicated.

Although we have many data systems, it is critical to conduct analyses using like information.  To maintain continuity and equity throughout Navy Medicine, common data sources available to all commands should be used when performing BCAs.  Unless otherwise noted, the data sources are SMART and CEIS (and MCFAS until it is integrated into CEIS).  These data sources are not absolutes.  If for some compelling reason these data sources are not the most appropriate, the reason should be noted in the BCA narrative, along with the data source used and why it is more appropriate.  Additional information on data systems may be found in Appendix D.

Some data elements for the BCA will only be available locally, e.g. supplemental care dollars and work units not captured in CEIS or SMART.  In these cases, the data source should be noted.

Benchmarks

There is great value in comparing the data in a BCA to another organization that is similar in size, population demographics and workload.  This comparison process is called "benchmarking".  Applicable benchmarks can support a BCA by validating the appropriateness of what is being proposed.

Well-founded benchmarks can be obtained from numerous sources, including health care organizations in the area, and professional specialty associations.  Some possible publications are:  American Association of Health Plans "HMO Industry Profile" (http://WWW.AAHP.ORG);   Hoechst Marion Roussel's "Managed Care Digest" (http://WWW. HMRI.COM); and the "Health Care Financing Review" published by HCFA (http://www.hcfa.gov/pubforms/ordpub.htm).  Organizations include:  American Hospital Association (http://www.aha.org), American Medical Association (http://www.ama-assn.org), and the American Academy of Family Physicians (http://www.aafo.org).  Multiple links may be found at:  http://www.hma.com/helpful.html.
Potential Data Elements

Data elements should be collected for the base year plus four additional years.  A complete BCA includes both a narrative and a detailed data analysis.  Appendix E addresses Inpatient Proposals, Appendix F Outpatient Proposals.  Appendixes G and H are representations of the interactive worksheets that can be used to document the analysis of data elements.  A complete BCA must contain both the narrative and completed Business Case Planning Tool worksheets for each alternative considered.
Step 5:  Review the Data.  After all data has been collected and arranged in a logical and cohesive fashion, review the data for correctness and completeness.  Although the comments listed below may appear to be common sense, discrepancies have been seen for each instance.

· Ensure the math adds up.  

Use checksums to ensure the rows and columns are correctly added.  This is where the “bean counters” will look first.  Make sure numbers being added are expressed in like terms, which are clearly identified--$000, for example.

· Review the documentation.  

Make sure it is accurate and complete.  The source of all data should be noted in enough detail to allow replication.

· Ensure the numbers match if a data element is required in more than one place.  

For instance, if the cost of a piece of investment equipment is required for two different alternatives, ensure an identical number is entered in both places.  The same is true of nomenclature, model numbers, etc.

Compile and organize the source documentation used to derive the data in a central location.   Maintain this file at the command, and ensure it is readily retrievable.

Step 6:  Consider the Intangibles.  Intangibles are factors which, even though not hard data, should be considered in the decision making process.  An intangible factor may be applicable to the specific proposal, the MTF, or the entire MHS.  Ensure the intangibles are clearly stated in the write-up of the proposal and provide supporting documentation when available.  This will paint a complete picture for all reviewers, even those not previously familiar with the command environment.  The following questions will assist with this step.

Have any of the following expressed an interest in this proposal?  Was the proposal prompted by this interest?  Please explain.

· National, state or local elected officials.

· The media.

· The Responsible Line Commander or other senior military leaders.

· Beneficiaries (for example, through Patient Satisfaction Surveys).

· Health Care Consumers Council.

· Patient Contact Program.

· Command Ombudsman.

· Any other beneficiary advocate.

· Judge Advocate General Manual (JAGMAN) investigation

· Ongoing or potential litigation

Is the project the right thing to do for beneficiaries? 

Step 7:  Make a Decision.  At this point, the data elements, narrative, and intangibles have been determined.  All inputs should be reviewed for all alternatives, and the “best” alternative declared.

Prepare a BCA package that contains an executive summary and a narrative of the analysis (format delineated in Appendix A.)  The narrative should address each step taken, the alternatives considered, and make a recommendation.  The supporting data should be included as an enclosure to the narrative.

Step 8:  Develop an Implementation Plan.  Develop a plan with acceptable cost, performance and time limits that will identify deficiencies and potential "show stoppers."  The implementation plan should contain critical milestones with an estimated timeline.  Once the plan is approved, the specific dates should be applied.  For example, the command wants to improve access by converting offices into more exam rooms; the initial plan should contain language similar to "Within 28 days of approval the rooms will be reconfigured, the appointment system will be updated, etc."  When the plan is approved on 31 Jan XXXX, the actual date would be set for 28 Feb XXXX.  

Step 9:  Develop a Marketing Plan.  How will you convince your stakeholders you are adding value with this project or service?  The many stakeholders of Navy Medicine have differing needs, wants and desires which require different marketing activities to achieve buy-in.  The strategy for this market segmentation approach should also consider timing:  Who do you need on board first?   What group(s) should be on board before others are even approached?  What impact will one group's satisfaction or dissatisfaction have on the others?

Examples of important stakeholders include:

· Patients

· Staff

· Local Responsible Line Commander (RLC)

· Congressional Representatives

· Regulatory and accreditation groups

· Volunteers

Your local Public Affairs Officer may be able to offer guidance or assistance with the marketing effort.

Step 10:  Develop Metrics and a Monitoring Plan. The final step is metrics development to assess the proposed project’s progress and success.  Key indicators of success were identified in Step 2.  In this step, you develop the process measures to track progress.  Metrics, and a monitoring plan, should be developed within three months of project approved.  As these measures are developed, focus on the process as well as the intended outcome.

Potential Metrics

· Track workload. 

Is CHAMPUS recapture proceeding as projected?  Are workload projections being met?  What effect has shifting workload had on the Bid Price Adjustment?  How have access standards been affected?  Has there been improvement, or is there a decline—the “build it and they will come” phenomenon?

· Compare actual versus projected costs.

For supplies, equipment, maintenance contracts and facility modifications.

· Measure the affect on other departments and divisions within the facility.  

Develop a metric to ensure changes in staffing take place as proposed (increased automation and efficiency should require less staff.)  Determine the effect of increased automation or efficiency on the FTE/workload ratio—it should be decreasing.  Track labor costs (most likely the facility’s greatest recurring cost) for civilians, military and contract staff.  

If the project will be done in phases, determine one or two metrics to judge accomplishment, and tie the metrics to the implementation plan.

Once metrics are established, develop a monitoring plan.  

· How often, by whom, and to who will the metrics be reported?  

· Who is responsible to ensure course corrections identified by the metrics are put into place?  

· Is an individual identified who will send up warning flags when warranted?  

· At what point will the chain of command be informed the project is not meeting expectations?

Establish one Point of Contact to compile “Lessons Learned”.  This will benefit the originating facility, and serve as a reference for Navy Medicine.

(A list of references may be found in Appendix I.)

Part III:  Once the Command’s Work is Completed, What is Next?

The Bureau of Medicine and Surgery (BUMED), as well as each Healthcare Support Office (HSO), will establish and publish a single Point of Contact for receipt and distribution of BCAs.

At the Command:  The originating command’s Commanding Officer (CO) will endorse the package.  In the endorsement, a single command POC will be identified (e-mail address, voice mail, and mailing address.)  Additionally, the CO will acknowledge the requirement to develop metrics and a monitoring plan within three months of project approval.

The package is then submitted to BUMED via the appropriate HSO.  (Until facilities scheduled to migrate to the HSOs actually do, those commands may submit packages directly to BUMED.)

At the HSO:  When received by the HSO, the package will be routed to the HSO POC.  The POC is responsible for notifying the originating command POC the BCA has arrived, and identifying the main analyst.

The HSO reviews the analysis and provides a recommendation in an executive summary.  The following should be addressed in the summary:

· Package completeness.

· Random validation of data.

· Funding availability within the area of responsibility (AOR). 

· If there are manpower implications, evaluation by the Requirements Determination (REDE) Team  

When the HSO has completed its analysis, the executive summary and OIC's recommendation  is attached and the BCA is forwarded to either:

· BUMED MED 31, for approval,

· Originating command for further information and analysis.

The HSO POC will notify the originating command POC of the action taken.

At BUMED:  When received by BUMED, the package will be routed to BUMED MED 31- Business Analysis Branch.  The POC is responsible for notifying the HSO POC and the originating command POC the BCA has arrived, and identifying the Codes that will be analyzing the package.  The BUMED MED 31 POC also reviews the submission to ensure the package has been analyzed by the HSO, and has the OIC’s endorsement.  If there is inadequate background analysis at the HSO level, the package is returned without a BUMED analysis.

At a minimum, each BCA will be evaluated in two codes:  MED-01 and MED-03.  Each code will have a single point of contact.  Other codes will review as required by proposal subject matter.

All codes concerned will attend a joint meeting to evaluate and discuss the proposal.  Consensus will be reached, and the recommendation will be sent to all participating codes, via the code deputies.  There are three potential outcomes:

· Approval.

· Disapproval, to include rationale.

· Request for additional information.

The HSO POC and the originating command POC will be kept informed of the package status.

Appendix A 

Business Case Analysis Presentation Format

(Command Name)

I.
Business Case Analysis Narrative

The narrative of the BCA will summarize the comprehensive analysis of the business and/or clinical opportunity.  It will be organized into the following sections:

· Executive Summary- This will be a one page summary containing the background of the opportunity, a clearly stated objective, a statement of the requested action (e. g. capital amount, personnel, etc), description of the alternatives, statement(s) of the financial outcomes (if applicable), an overview of the analysis, conclusions derived from the analysis, and recommended plan(s) of action.

· Background- This section includes a discussion of the opportunity origin, reasons for its consideration, identification of the feasible alternatives, the internal and external market assessments, relation to and impact upon the command's strategic plan, political ramifications, and a summary of work already completed (if applicable).

· Scope- This section should contain the statement of purpose for the BCA, the extent of the analysis, the impact on the operations of the command, and future opportunity that may result from the implementation of this project.

· Discussion and Findings- This will consist of an analysis summary that clearly identifies the opportunity and objective (Steps 1 and 2), explores the feasible alternatives (Step 3), identifies and documents the data collection process, review and issues of concern (Steps 4 and 5), fully explains the impacts of the intangibles (Step 6), the proposed implementation and marketing plans (Steps 8 and 9), and identifies the metrics that will be used for monitoring (Step 10).  This section will also include an analysis of the financial and other special considerations for project implementation (e.g. the return on investment, project timeline, "show stoppers").

· Conclusions- This section should contain the deductions drawn from the analysis, including the options involved.

· Recommendations- This section will outline the recommended actions resulting from the analysis (Step 7).

II.
Supporting Data Analyses Pages


This section will include the documentation that supports the narrative of the BCA.  It should include any statistical calculations performed, financial statements from any models used in the preparation of the BCA (e.g. Business Case Analysis Tool), and other applicable supporting documentation.  

APPENDIX  B

Inpatient Proposals

Answers to the following questions are required in the narrative summary:

Note- If the question does not apply, put N/A; if the reason is not obvious, include an explanation of why the question doesn't apply to the proposal.

DEMAND FOR CARE


1.  What is the CHAMPUS Maximum Allowable Charge (CMAC) per disposition?

2.  How much of the increased volume for this service will be provided to space available ("Space A") patients?

3.  How many NASs/Care Authorizations have been issued for this specific service?

4.  How many of the civilian sector dispositions can you reasonably expect to recapture?

5.  How much of the projected workload will be counted as Resource Sharing?



6.  How much is being spent on supplemental care for this service?

7.  Is there a waiting list for this service?  

8.  How much care is being referred out due to not meeting access standards?

9.  How much active duty workload is being performed in house?  By the MCSC? By

another MTF?

10.  How much space available ("Space A") workload is being performed in house?  By the

MCSC? By another MTF?  

11.  What impact will this proposal have on ancillary and other associated services?  (Consider only workload changes directly related to this proposal, e.g. if the prescription would have been brought to the MTF anyway, this cost/workload should not be considered.)

12.  If this proposal decreases the number of required personnel, what is the plan for staff     realignment ?

13.  Is there a representative from the managed care staff on the BCA team?

14.  Is there a representative from the resource management staff on the BCA team?

CLINICAL TREATMENT PATTERNS

15.  What is the current utilization rate for this service (DRG per 1000 users, enrollees)

16.  What is the average length of stay by DRG

17.  Is your assessment of Length of Stay (LOS) comparable to a standard benchmark for a like-population or facility?  If not, why not?

MARKET ANALYSIS

18.  Is this service available from a civilian source in your catchment area?

19.  Is the source acceptable to MTF staff and beneficiaries?  If not, why not?

20.  Is this service available from another MTF within the catchment area?  If so, will that MTF    have the capacity to meet access standards?

21.  What changes are expected to the beneficiary population in your catchment area?  Consider   eligibles, users and Prime enrollees

22.   Are there any Congressionally mandated Special Programs/Demonstration Projects occurring now or scheduled to occur in the future that will affect this proposal?  If so, how?


FACILITY REQUIREMENTS

23.  Will additional spaces be required to accommodate this service?

24.  Will facility modifications be required?  If so, what services will be impacted (include clinical, ancillary, and administration)?  Is there a plan to accommodate this disruption?  

25.  How long will the modification take?  

26.  Are funds for modification available within the MTF's current budget?

27.  If this proposal will free up facility space, what is planned for the space in the future?

28.  Is the facility engineer part of the BCA team?

STAFFING REQUIREMENTS


NOTE:  Staffing data for military requires numbers from both the Activity Manning Document (AMD) and the facility (SPMS)
29.  If this proposal will free-up current MTF staff, what is the plan for staff realignment?

30.  What will be the impact on training/personnel plans?

31.  What will be the impact on readiness platforms staffed by the MTF (Total Health Care Support Readiness Requirements--THCSRR)?

32.  What will be the impact on General Medical Education?

33.  What will be the impact on the Managed Care Support Contract (MCSC):  Has the Informal Bid Price Adjustment (IBPA) model been used to determine the affect?

Has Resource Sharing (RS) with the MCSC been considered?  Was the proposal subjected to the Resource Sharing Financial Analysis Worksheet?  Did the proposal go through the Lead Agent?  Did the MCSC decline the proposal?  Has the MTF RS threshold been met?

Has Resource Support with the MCSC been considered?  Did the proposal go through the Lead Agent?  Has the MTF Resource Support threshold been met?

34.  If requesting additional personnel:  has the current onboard structure been examined?  Can clinical staff filling administrative positions be reassigned to meet the needs of this proposal?

35.  Do professional staffing guidelines exist for this service?  Have you made a comparison with the MTF staffing plan?

36.  How will this proposal affect staffing in other areas, e.g. ancillary services?

37.  Can required civilian and contract personnel be obtained in the community?

38.  Is the military inventory available?

39.  Does your proposal include a manpower change request?

40.  Is staffing (military, civilian or in-house contract) expected to change in the future?  How?

41.  Is there a member of the plans, operations, and medical intelligence staff on the BCA team?

42.  Is there a representative of the manpower staff a part on the BCA team?

43.  Is there a representative from the training & education staff on the BCA team?

EQUIPMENT


44.  Is installation of the equipment included?

45.  Is training for the equipment included?  If so, for how many?

46.  Is there a warranty for this equipment?  Is it included in the base price? 

47.  Is there a representative from the equipment management staff on the BCA team?

The following data elements are included in the spreadsheet and will assist in answering the above questions
Current dispositions/year by DRG and enrollee status






Demand Forecast for population of interest 

Demand Forecast-the amount of care you will be providing to enrollees (both MTF and MCSC) together with the current MEDICARE level of effort 

Projected change in dispositions/year by DRG and enrollee status





Average cost per DRG

Current utilization rate for this service (DRG per 1000 users, enrollees)

Average length of stay by DRG

Current #of beds

Planned # of beds/exam rooms

Cost for required repair



Cost for required construction



Annual cost for leased/rented space

Number of additional personnel required

Personnel incidental to the project

Current workload measure (e.g. visits, OBDs, RXs/FTE)

Projected workload measure

Patient care equipment required (exam table, light, etc)



Specialty care equipment required (ultrasound machine, EKG machine)



Computer equipment (terminal, CHCS terminal, printer, etc)



Computer software required



Computer connections required



Non-medical equipment (desks, chairs, phones, curtains, etc)

Equipment-cost for each piece identified



Maintenance contracts-cost for each piece identified



Installation-cost for each piece identified



Staffing-cost for all personnel identified, itemized



Training cost (course fees, per diem, travel, rental car, other, etc)



Conference cost (conference fees, per diem, travel, rental car, other, etc)



Mission travel cost (per diem, travel, car rental, other, etc)



Medical supply expense



Non-medical supply expense



Journal subscriptions



Change to in-house workload cost (positive or negative)



Change to CHAMPUS cost



Change to Supplemental Care cost 



Total Net Change
APPENDIX C

Outpatient Proposals

Answers to the following questions are required in the narrative summary:

Note- If the question does not apply, put N/A; if the reason is not obvious, include an explanation of why the question doesn't apply to the proposal

DEMAND FOR CARE

1.  What is the CHAMPUS Maximum Allowable Charge (CMAC) per visit?

2.  How much of the increased volume for this service will be provided to space available ("Space A") patients?

3.  How many of the civilian sector visits can you reasonably expect to recapture?

4.  If service is currently being performed in MTF, how efficient is it:  How many appointments are available per day?  What Percentage of appointments available get booked?  How many appointments are devoted to "Space A"?  How many "no shows" are there per day?

5.  How much of the projected workload will be counted as Resource Sharing?


6.  How much is being spent on supplemental care for this service?

7.  Is there a waiting list for this service?  

8.  How much care is being referred out due to not meeting access standards?

9.  How much active duty workload is being performed in house?  By the MCSC? By

another MTF?

10.  How much space available ("Space A") workload is being performed in house?  By the

MCSC? By another MTF?  

11.  What impact will this proposal have on ancillary and other associated services?  (Consider only workload changes directly related to this proposal, e.g. if the prescription would have been brought to the MTF anyway, this cost/workload should not be considered.)

12.  What affect will this proposal have on any GME requirements?

13.  If this proposal decreases the number of required  personnel,  what is the plan for staff     realignment ?

14.  Is the managed care staff a part of the BCA team?

15.  Is the resource management staff a part of the BCA team?

CLINICAL TREATMENT PATTERNS

16.  Is your assessment of utilization rates comparable to a standard benchmark for a like-population or facility?  If not, why not?

MARKET ANALYSIS

17.  Is this service available from a civilian source in your catchment area?

18.  Is the source acceptable to MTF staff and beneficiaries?  If not, why not?

19.  Is this service available from another MTF within the catchment area?  If so, will that MTF    have the capacity to meet access standards?

20.  What changes are expected to the beneficiary population in your catchment area?  Consider   eligibles, users and Prime enrollees

21.  Are there any Congressionally mandated Special Programs/Demonstration Projects occurring now or scheduled to occur in the future that will affect this proposal?  If so, how?

FACILITY REQUIREMENTS


22.  Will additional spaces be required to accommodate this service?

23.  Will facility modifications be required?  If so, what services will be impacted (include clinical, ancillary, and administration)?  Is there a plan to accommodate this disruption?  

24.  How long will the modification take?  

25.  Are funds for modification available within the MTF's current budget?

26.  If this proposal will free up facility space, what is planned for the space in the future?

STAFFING REQUIREMENTS


NOTE:  Staffing data for military requires numbers from both the Activity Manning Document (AMD) and the facility (SPMS)
27.  If this proposal will free-up current MTF staff, what is the plan for staff realignment?

28.  What will be the impact on training/personnel plans?

29.  What will be the impact on readiness platforms staffed by the MTF (Total Health Care Support Readiness Requirements--THCSRR)?

30.  What will be the impact on General Medical Education?

31.  What will be the impact on the Managed Care Support Contract (MCSC):  Has the Informal Bid Price Adjustment (IBPA) model been used to determine the affect?  Has Resource Sharing (RS) with the MCSC been considered?  Was the proposal subjected to the Resource Sharing Financial Analysis Worksheet?  Did the proposal go through the Lead Agent?  Did the MCSC decline the proposal?  Has the MTF RS threshold been met?  Has Resource Support with the MCSC been considered?  Did the proposal go through the Lead Agent?  Has the MTF Resource Support threshold been met?

32.  If requesting additional personnel:  has the current onboard structure been examined?  Can clinical staff filling administrative positions be reassigned to meet the needs of this proposal?

33.  Do professional staffing guidelines exist for this service?  Have you made a comparison with the MTF staffing plan?

34.  How will this proposal affect staffing in other areas, e.g. ancillary services?

35.  Can required civilian and contract personnel be obtained in the community?

36.  Is the military inventory available?

37.  Does your proposal include a manpower change request?

38.  Is staffing (military, civilian or in-house contract) expected to change in the future?  How?

39.  Is the Plans, Operations, and Medical Intelligence staff a part of the BCA team?

40.  Is the Manpower staff a part of the BCA team?

41.  Is the Training & Education staff a part of the BCA team?

EQUIPMENT


42.  Is installation of the equipment included?

43.  Is training for the equipment included?  If so, for how many?

44.  Is there a warranty for this equipment?  Is it included in the base price? 

45.  Is equipment management staff a part of the BCA team?

The following data elements are included in the spreadsheet and will assist in answering the above questions
Current visits/year by enrollee status






Demand Forecast- the amount of care you will be providing to enrollees (both MTF and MCSC) 

together with the current MEDICARE level of effort 

Projected change in visits/year by enrollee status

Average cost per MTF visit

Current visit rate for this service (visits per 1000 users, enrollees)

          (for care provided by MTF, non-Resource Sharing visits)

Current #of exam rooms

Planned # of exam rooms

Cost for required repair



Cost for required construction



Annual cost for leased/rented space



Number of additional personnel required

Personnel incidental to the project

Current workload measure (e.g. visits, OBDs, RXs/FTE)

Projected workload measure
Patient care equipment required (exam table, light, etc)



Specialty care equipment required (ultrasound machine, EKG machine)



Computer equipment (terminal, CHCS terminal, printer, etc)



Computer software required



Computer connections required



Non-medical equipment (desks, chairs, phones, curtains, etc)

Equipment-cost for each piece identified



Maintenance contracts-cost for each piece identified



Installation-cost for each piece identified



Staffing-cost for all personnel identified, itemized



Training cost (course fees, per diem, travel, rental car, other, etc)



Conference cost (conference fees, per diem, travel, rental car, other, etc)



Mission travel cost (per diem, travel, car rental, other, etc)



Medical supply expense



Non-medical supply expense



Journal subscriptions



Change to in-house workload cost (positive or negative)



Change to CHAMPUS cost



Change to Supplemental Care cost 



Total Net Change



APPENDIX D

Training & Education Proposals

Answers to the following questions are required in the narrative summary:

Note- If the question does not apply, put N/A; if the reason is not obvious, include an explanation of why the question doesn't apply to the proposal

DEMAND FOR PROGRAM

1.  Is the training a new or ongoing requirement?  

2.  If the training is currently being performed in-house, how efficient is it:  How many personnel are trained per year?  How many training slots are available per year?  How many slots go unused per year?

3.  Is there a waiting list for this training?  

4.  What affect will this proposal have on any GME requirements?

5.  Is there a training and education representative on the BCA team?

6.  Is there a resource management representative on the BCA team?

7.  Is the community manager represented on the BCA team?

8.  Is your assessment of program requirements comparable to a standard benchmark for a like-training program?  If not, why not?

MARKET ANALYSIS

9.  Is the training available from a civilian source?

10.  Is the source acceptable to academic staff and the fleet?  If not, why not?

11.  How much of the training currently provided in the civilian sector can you reasonably expect to recapture?

12.  Is this service available from another MHS institution?  If so, will that institution have the capacity to meet access requirements?

13.  What changes are expected to the student population in your area?  

14.  Are there any Congressionally mandated Special Programs/Demonstration Projects occurring now or scheduled to occur in the future which will affect this proposal?  If so, how?

FACILITY REQUIREMENTS


15.  Will additional spaces be required to accommodate this service?

16.  Will facility modifications be required?  If so, what services will be impacted (include academic support and administration)?  Is there a plan to accommodate this disruption?  

17.  How long will the modification take?  

18.  Are funds for modification available within the command's current budget?

19.  If this proposal will free up facility space, what is planned for the space in the future?

STAFFING REQUIREMENTS


NOTE:  Staffing data for military requires numbers from both the Activity Manning Document (AMD) and the facility (SPMS)
20.  If this proposal will free-up current staff, what is the plan for staff realignment?

21.  What will be the impact on other training/personnel plans?

22.  What will be the impact on readiness platforms staffed by the MTF (Total Health Care Support Readiness Requirements--THCSRR)?

23.  What will be the impact on General Medical Education?

24.  What will be the impact on the Managed Care Support Contract (MCSC): 

25.  If requesting additional personnel:  has the current onboard structure been examined?  Can staff filling administrative positions be reassigned to meet the needs of this proposal?

26.  Do professional staffing guidelines exist for this service?  Have you made a comparison with the MTF staffing plan?

28.  How will this proposal affect staffing in other areas, e.g. academic services?

29.  Can required civilian and contract personnel be obtained in the community?

30.  Is the military inventory available?

31.  Does your proposal include a manpower change request?

32.  Is staffing (military, civilian or in-house contract) expected to change in the future?  How?

33.  Is there a manpower staff representative on the BCA team?

EQUIPMENT


34.  Is installation of the equipment included?

35.  Is training for the equipment included?  If so, for how many?

36.  Is there a warranty for this equipment?  Is it included in the base price? 

37.  Is there an equipment management staff representative on the BCA team?

The following data elements are included in the spreadsheet and will assist in answering the above questions
Cost for required repair



Cost for required construction



Annual cost for leased/rented space



Number of additional personnel required

Personnel incidental to the project

Current workload measure 

Projected workload measure
Training equipment required (exam table, light, etc)



Specialty care equipment required (ultrasound machine, EKG machine)



Computer equipment required (terminal, CHCS terminal, printer, etc)



Computer software required



Computer connections required



Non-medical equipment required (desks, chairs, phones, curtains, etc)

Equipment-cost for each piece identified



Maintenance contracts-cost for each piece identified



Installation-cost for each piece identified



Staffing-cost for all personnel identified, itemized



Training cost (course fees, per diem, travel, rental car, other, etc)



Conference cost (conference fees, per diem, travel, rental car, other, etc)



Mission travel cost (per diem, travel, car rental, other, etc)



Medical supply expense



Non-medical supply expense



Journal subscriptions



Change to in-house workload cost (positive or negative)



Total Net Change

Appendix E

Why is this information regarding population and clinical practice necessary?

The management of a population-focused health care system, especially in an environment of constrained resources, is complex.  The tools required to make resource decisions must recognize the health status of the population and the appropriateness of the clinical and administrative decisions used to provide health services to that population.  In economic terms, it is critical to understand and manage the production function.  The simple production function outlined below hints at the complexity of the problem:

Population ( Illness ( Health Care Episode ( Resources

This model (which was developed over 70 years ago) states that a given population generates a level of illness.  These illnesses must be treated by health care episodes.  The production of these health care episodes requires an identifiable amount of resources. In order to know how many resources to provide to a MTF or ward or clinic, management must have some understanding of these relationships. 

Unfortunately, these relationships and the solutions are complex.  Solutions require the application of tools.  The relationships identified in the analysis model must be measured and an agreement reached on how these relationships should be managed.  That is the purpose underlying the effort to manage clinical practice through utilization management.  Unfortunately, UM is only part of the solution.  

Resource managers are familiar with the equation that describes costs.

Total cost = Workload X Unit Cost

In health care, workload is largely a function of two factors – population demand and clinical practice.  Unit costs are largely a function of fixed costs.  Staffing, facility design, and capital equipment are the main determinants of fixed costs.  Certainly, variable costs are important and should not be ignored.  However, the majority of expenditures are usually for fixed costs.

A significant challenge facing the health care community is linking the management of workload (i.e., population demand and clinical practice) to the management of the capacity (i.e., fixed costs) necessary to meet that workload.  This link is critical: Capacity decisions directly influence cost and access.  The management of capacity benefits from the application of tools that allow management to understand the resource implications of decisions related to demand, clinical practice, and capacity.  Fortunately, these decision support tools are available to MTFs.  

The information requested in this BCA guide is a first step towards understanding the complex relationship between population health care demand and the resources necessary to appropriately meet that demand.  As better tools become available, the information requirements will grow, but so will our ability to understand the implications of management recommendations on cost, quality, and access.  
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of visits for relevant population

Projections for the Demand 

For Care

For Outpatient Proposals:

Clinical Area of Interest: (i.e. Internal Medicine, Primary Care, Maternal/Child, etc.)

Projected Volume for Population of Interest (should include care provided by MTF, MCSC,

and other sources of care)

Current

Year

Year

Year

Year

Year

Year

1

2

3

4

5

Visits

CPT4 Code 1

CPT4 Code 2

CPT 4 Code 3

etc

Visits

0

0

0

0

0

0


** Relevant population is defined differently for each proposal.  It is the population you are interested in for this particular service or piece of equipment. For example, if you are looking at "make/buy" for OB services, the relevant population is "Females, Age 15-45."  The relevant population should always be clearly defined and noted in the narrative of the BCA.
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dispositions by DRG

# 

dispositions by DRG

Projection of the Demand for Care

For Inpatient Proposals:

Projected Workload Volume of the Relevant Population for MTF

     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)

Current Year

Year 1

Year 2

Year 3

Year 4

Year 5

Clinic

DRG 

xxx

Enrolled

LOE/GME

Other/Space A

TOTAL

0

0

0

0

0

0

xx1

Enrolled

LOE/GME

Other/Space A

TOTAL

0

0

0

0

0

0

xx2

Enrolled

LOE/GME

Other/Space A

TOTAL

0

0

0

0

0

0

etc

Annual Total

Enrolled

0

0

0

0

0

0

LOE/GME

0

0

0

0

0

0

Other/Space A

0

0

0

0

0

0

TOTAL

0

0

0

0

0

0

Projected Workload Volume for MCSC

     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)

Current Year

Year 1

Year 2

Year 3

Year 4

Year 5

Clinic

DRG 

xxx

MCSC Enrolled

MTF Enrolled

(Add as needed)

TOTAL

0

0

0

0

0

0

xx1

MCSC Enrolled

MTF Enrolled

(Add as needed)

TOTAL

0

0

0

0

0

0

xx2

MCSC Enrolled

MTF Enrolled

(Add as needed)

TOTAL

0

0

0

0

0

0

etc

Annual Total

MCSC Enrolled

0

0

0

0

0

0

MTF Enrolled

0

0

0

0

0

0

(Add as needed)

0

0

0

0

0

0

TOTAL

0

0

0

0

0

0
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dispositions by DRG

Projected Workload Volume for other 

MTFs

     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)

Current Year

Year 1

Year 2

Year 3

Year 4

Year 5

Clinic

DRG 

xxx

MCSC Enrolled

MTF Enrolled

(Add as needed)

TOTAL

0

0

0

0

0

0

xx1

MCSC Enrolled

MTF Enrolled

(Add as needed)

TOTAL

0

0

0

0

0

0

xx2

MCSC Enrolled

MTF Enrolled

(Add as needed)

TOTAL

0

0

0

0

0

0

etc

Annual Totals

MCSC Enrolled

0

0

0

0

0

0

MTF Enrolled

0

0

0

0

0

0

(Add as needed)

0

0

0

0

0

0

TOTAL

0

0

0

0

0

0

ANNUAL

0

0

0

0

0

0

TOTAL

ALL

SOURCES

NOTE:  As worksheet is expanded vertically, sub-total and annual total calculations must be

added and modified, respectively.


[image: image4.wmf]Clinical Treatment Patterns

For  Inpatient Proposals

Clinical Area of Interest:

Utilization Rate (Dispositions/1000 enrolled population)

Current

Year

Year

Year

Year

Year

First

Second

Third

Year

1

2

3

4

5

Benchmark

*

Benchmark

*

Benchmark

*

Dispo/1000

Dispo/1000

Dispo/1000

Dispo/1000

Dispo/1000

Dispo/1000

DRG

xxx

xx1

xx2

etc

*Identify the source of each benchmark below.

First:

Second:

Third:

MTF Length of Stay

Current

Year

Year

Year

Year

Year

First

Second

Third

Year

1

2

3

4

5

Benchmark

*

Benchmark

*

Benchmark

*

ALOS

**

ALOS

**

ALOS

**

ALOS

**

ALOS

**

ALOS

**

DRG

xxx

xx1

xx2

etc

*Identify below the source of each benchmark.

First:

Second:

Third:

**Identify below assumptions/process used to project ALOS.

Notes:

1.  It is desirable that benchmarks from more than one source be used.  Sources include

:  Comparison to similar size 

MTFs,

comparison to MHS averages, and comparison to managed care industry (potential sources listed in Part II of the guide.)

2.  There are several ways to handle projecting the ALOS.  The facility can make an assumption, and then use that assumption each

out year.  Alternatively, the facility may develop a plan for phasing in changes, or assume that some rate of change will continue to occur.



[image: image5.wmf]Clinical Treatment Patterns

For Outpatient Proposals

Clinical Area of Interest:

Visit Rate (Dispositions/1000 enrolled population)

Current

Year

Year

Year

Year

Year

First

Second

Third

Year

1

2

3

4

5

Benchmark

*

Benchmark

*

Benchmark

*

Visits/1000

Visits/1000

Visits/1000

Visits/1000

Visits/1000

Visits/1000

Clinic

xxx

xx1

xx2

etc

*Identify the source of each benchmark below.

First:

Second:

Third:

Note:  It is desirable that benchmarks from more than one source be used.  Sources include:  Comparison to similar size MTFs, 

comparison to MHS averages, and comparison to managed care industry (potential sources listed in Part II of the guide.)


Appendix F

METRICS

It is not possible to overstate how important metrics are in good business practice.  Good metrics help illustrate that a "good idea" will benefit the organization.  Metrics development should begin in Step 2, "Determine the Objective."  They can help avoid committing any significant manpower or dollar resources unnecessarily.  Metrics will also tell you whether or not you are meeting your objective, and should drive organizational change if you are not. 

The heart of a good metric is the target--the element of measure which causes an appropriate reaction if an undesirable trend is detected.  Choosing the right target is critical--this will be the hub around which the entire feedback loop is constructed.  Targets should be designed based on the customer's definition of the desired outcome.  For instance, if you are looking at the possibility of providing pier-side service to increase readiness and decrease time away from duty, it is the Line Navy who would help define these targets.  The target should provide information that can be displayed in a well-timed and meaningful way.  The idea here is definitely not "the more the better", rather look at a few key elements that will tell if you are achieving your desired objective.  If there are too many, or if the data is very difficult to collect, they WILL fall by the wayside, more likely sooner than later.

Anytime a metric is reviewed, it should invoke an appropriate response, e.g. "Good, we're on track," or "WHY aren't we meeting our target?"  If the response to the metric produces a "So what?" response, then the attributes of the metric are not appropriate, and should be redesigned.  Before any organizational change occurs, you must have complete baseline data of the "as is" process for comparison purposes.  It will also be helpful to have the data "normalized" so they can be benchmarked against other organizations.

An ideal metric would provide a "yes" answer to the following questions:

Will it tell me if I am accomplishing my goal?

Is it simple & understandable?

Is it customer driven?

Is it economical to collect, with small sample sizes?

Does it drive organizational behavior?

Is it objective and unbiased?

Is it unobtrusive--not disruptive of work or trust?

Is it valid--measuring the right things?

Is it reliable--can it be repeated over time?

Will someone else be able to find the same data?

For more information on metrics development, see the TRICARE Management Activity's web site  http://www.tricare.osd.mil/reptcard/mhssperf.html.  The TRICARE Operational Performance Statement (TOPS) handbook has detailed information on metrics currently in use.  

Appendix G

HOW BCA INTEGRATES WITH CURRENT ORGANIZATIONAL REQUIREMENTS

I.  Staffing Changes


Staffing should be determined using an appropriate staffing standard.  Once the staffing requirement is determined, all alternatives should be considered for filling it: Resource Sharing/Resource Support, Direct Contract, Civil Service and Military.  (This is easy to do using the BCP Tool--you just have to change the numbers in a few fields to determine the cost of each alternative.)  There are numerous sources for staffing standards; the Requirements Determination (REDE) Team at HSO Norfolk can provide assistance in the process.

The BCA should incorporate the application of staffing standards to current and projected workload, along with evidence the process was reviewed for improvement.  This will eliminate the need for any additional Efficiency Review (ER).  Include the source of the staffing standard as part of the Executive Summary.  The BCA package should also include a Manpower Change Request (MCR) to avoid delay of the change process if the request is approved.

A staffing change request for Civilian personnel does not require special consideration or additional paperwork beyond what is stated above if there is no increased funding requirement for an FTE established above control levels.  If there is a requirement for funding an FTE above control levels, this should be noted in the Executive Summary.  Consider working with the HSO and/or MED-11 prior to completing the package to provide the justification required for such a request.

A staffing change request for Military personnel should identify the billet compensation.  For example, if you are requesting a military ER physician, you must identify a military physician billet as compensation, so it is an "even trade."  If your command is not able to identify a compensating billet, consider proposing an alternative, i.e. "barter."  For example, can the command offer contract dollars that could be used at another command in return for the billet?  Be creative and flexible with the possibilities--if it makes sense, propose it!  The BCA Executive Summary should address the billet compensation, and any alternatives the command proposes to satisfy the requirement.  If a non-compensated billet package is approved by BUMED, MED-03 and MED-01 will search for a billet throughout the system.  Keep in mind that if you have no compensating billet, and nothing to barter, you are asking for some other command to give up that asset. 

A staffing change request for Military personnel affecting a readiness platform requires special consideration at the BUMED level.  The readiness requirements of Navy Medicine may supersede the requirements of the facility.  Even if it is more costly to use a civilian or contractor as part of the new staffing requirement, the integrity of our readiness mission plays a significant role in the final "bottom line" determination.

A staffing change request for OCONUS Military personnel requires a sea/shore rotation base INCONUS that may also affect the "bottom line."  For example, if an OCONUS facility requests 4 dermatology technicians, this would require 8 dermatology technicians INCONUS for the rotation base.  The repercussions are extensive, and should be considered as part of the analysis.  The REDE Team can assist in identifying the consequences of an OCONUS military staffing change request.

When your package is complete, it should be forwarded for HSO review and recommendation as with all BCAs.  As part of the review, the HSO and REDE Team will evaluate the package for the personnel assessment quality, to include appropriateness of the staffing standard.  If the HSO and REDE Team concur with the staffing recommendation, the HSO will prepare the Total Force Manpower Management System (TFMMS) package and forward it, along with the rest of their assessment and recommendations, to BUMED.

II.  Facility Changes

When a BCA has facility considerations, the command Staff Civil Engineer (SCE) should be part of the BCA Team.  If the command does not have a SCE, the Facilities Division at the HSO will provide the necessary assistance.  The SCE will provide information required for BCA completion.  This includes information on cost per square foot (PSF) for various levels of renovation and new construction, geographic area cost factors, utilities and maintenance cost PSF for operating newly constructed spaces, etc.  

Project Categorization.  The portion of the project pertaining to facility alteration must be "categorized" per OPNAVINST 11020.20F.  Work will either be classified as maintenance, repair, repair by replacement, construction, or a combination of these categories.  The category(ies) of work(s) is important because it determines the type of funding required. Assistance in categorizing work is available from your SCE and/or the Facilities Division of the HSO.

Project Type.  Once the facility modification and/or addition is categorized, the dollar amount by type of work will determine your facility project type.  The project will fall into one of three types: CO Authority, BUMED Special Project, or MILCON Project (see table below for project thresholds):

1.  CO Authority Projects.  If the funding is available within the command's budget, the project may proceed as detailed in the BCA implementation plan.  Unless special circumstances dictate, there is no requirement to request approval or notify BUMED.  If command funds are not available, the BCA package should be sent to BUMED (MED-31) via the HSO for approval.  

2.  Special Projects. BCAs which fall into the Special Projects category must be forwarded to BUMED (MED-31) via the HSO for approval.  If the BCA package is approved, the project will be forwarded by MED-31 to the BUMED Facilities Division, MED-33, for consideration/addition to the BUMED Special Project Program.  Additional documentation, such as a DD Form 1391, may be requested by MED-33.  

3.  MILCON Projects – BCAs which fall into the MILCON program should be forwarded directly to BUMED (MED-31) via the HSO.  Upon approval, the BCA will be forwarded to MED-33, where the project will be prioritized and placed in the appropriate fiscal year MILCON program.  MILCONs need extensive documentation to meet the requirements demanded of congressionally funded projects.  MED-33 will work closely with the activity to ensure the process is completed as required.  

	Project Type
	Project Category
	Threshold

(in $000's)

	Commanding Officer Authority
	Specific Maintenance &Repair
	$0-200

	
	Minor Construction
	$0-100

	
	Equipment Installation
	$0-100

	BUMED Authority

(Special Projects)
	Specific Maintenance
	>$200

	
	Repair
	$200-5,000*

	
	Minor Construction
	$100-500**

	
	Equipment Installation
	>$100

	Congressional Authority
	MILCON
	exceeds above 


* >$5M requires ASN approval, >$2M requires economic analysis.

** BUMED authorized to fund minor construction from $500-$1,000K for remediation of serious threats to life, health & safety.
Appendix H

Bid Price Adjustment

Bid Price Adjustment (The following information is taken from a presentation by CAPT              Arthur, MC, USN, entitled Military Health Care Financing.)

You may have heard of the “O” factor, or the measure of MTF workload in regards to the Managed Care Support Contract.  It works as follows:

“The ‘O’ Factor is a measure of how changes in MTF workload affect CHAMPUS visits and costs.  If MTF workload increases because more beneficiaries are being served, the O Factor will likewise increase—and a positive Bid Price Adjustment (BPA) will result.  (Caveat:  If more workload is provided to the same number of beneficiaries, although a positive BPA may result, the total cost to the Government will actually increase.)


If MTF workload decreases, the O Factor will also decrease.  All else constant (no change in the number of eligibles and resource sharing thresholds are met), a decreased O Factor will cause a negative Bid Price Adjustment—one which is in favor of the Managed Care Support Contractor (MCSC).  A negative BPA can be avoided, however, if the MTF can decrease its workload due to better Utilization Management and other good business practices, free up capacity, then recapture workload that was previously provided by the MCSC.  One key to avoiding a negative BPA is accurately accounting for workload—making sure the MTF receives credit for the services is delivers.


If the MTF decreases workload delivered to its reliant population (due to effective Utilization management efforts for example), increased MTF capacity will be available for use.  Since the financing model assumes a relatively fixed expected total population workload, if the MTF’s actual workload decreases, the decreased workload is assumed to be provided by the Contractor!  Thus, if the MTF does not use this resultant increased capacity to serve more beneficiaries—in other words:  wastes the capacity—a negative BPA will result and opportunity will be lost.


If, on the other hand, the MTF uses the increased capacity to recapture additional beneficiaries who would otherwise have received care from the MCSC, this workload would be counted in the MTF’s favor, increasing its O Factor and resulting in a positive BPA.”

Appendix I

Resource Sharing

PRIVATE "TYPE=PICT;ALT=ASD(HA) Letterhead"
NOV 18 1996

	PRIVATE
MEMORANDUM FOR 
	SURGEON GENERAL OF THE ARMY
SURGEON GENERAL OF THE NAVY
SURGEON GENERAL OF THE AIR FORCE


SUBJECT: Policy for Resource Sharing and Resource Support 

A key strength of the TRICARE program is the combination of program flexibility and empowerment at the local level. Military Treatment Facility (MTF) Commanders and leaders at all levels have new options in the application of resources to achieve increased quality of, and improved access to, health care services at an affordable cost. Prominent among these options are resource sharing and resource support,, which are features of the Managed Care Support (MCS) Contracts designed to help optimize the Military Health Services System (MHSS) by making the best use of available resources to enhance the productivity of the direct care system, subject to constraints under which the MHSS operates. 

MCS contracts are currently structured so that Government savings associated with resource sharing and resource support are anticipated by the offeror and realized up front by the Government in the form of a reduced bid price. The MCS bid price formula requires offerors to decrease the amount they bid in health care costs based on projected resource sharing investments and on Government estimates of anticipated assumed resource support savings. As a result, significant contract savings have already been identified for resource sharing and resource support, and are already realized by the Government included in the form of a lower bid price. Actually achieving these savings requires an energetic and cooperative approach by the contractor and the Government to explore, analyze, and negotiate, and monitor agreements. Failure to exploit fully the opportunities for resource sharing, and to a lesser extent, resource support, can result in an increase in MCS contract costs over those projected by the contractor, with the Government at risk for absorbing a share of the cost overrun. 

Resource sharing allows the MCS contractor, through agreements with military treatment facility (MTF) Commanders, to provide personnel, equipment, equipment maintenance, and supplies necessary to enhance the capability of the MTF to provide health care to CHAMPUS beneficiaries. Additionally, the Associate Deputy General Counsel (Health Affairs) recently reaffirmed the opinion that it is legal for the contractor to transfer funds directly to the MTF as part of a resource sharing agreement. Resource sharing is based on the assumption that costs associated with the provision of these resources will be more than offset by decreased TRICARE (CHAMPUS) costs and result in overall cost avoidance to both the contractor and the government. 

New MTF marginal costs occasioned by a resource sharing agreement may be appropriately included in the resources provided by the contractor, but costs that are already in the MTF's base should not be included. It is important to note that It is important that the resource sharing workload be properly accounted for contractors must be credited for workload in accordance with MCS contract guidelines guidelines. In most cases this will involve crediting the contractor with the full amount of the workload enabled by the resource sharing agreement. This does not provide the contractor with any additional funds, but it does protect all parties (the contractor, MTF, and the Government) from a negative bid price adjustment due to increased resource sharing workload. 

Resource support is an alternative to resource sharing which provides additional flexibility to MTF Commanders. Under resource support, the MTF Commander may request a task order for personnel, equipment, equipment maintenance, and/or and supplies. The Lead Agent, working with the MTF Commander, negotiates a price with the contractor, and arranges for payment for that resource directly out of funds available to the MTF. Unlike resource sharing, the contractor receives no credit for workload enabled by resource support. Resource support should be given strong consideration when resource sharing cannot be mutually agreed upon, but there is still a compelling reason for the MTF to fund the initiative with its own resources. 

It is TRICARE policy to consider resource sharing as the first alternative in initiatives to recapture CHAMPUS workload for which the Government and the contractor are jointly at risk. MTF Commanders shall make a good faith effort to work with the contractor to execute sound resource sharing agreements. 

In lieu of resource sharing, MTFs may use a mix of options including direct labor, borrowed labor, non-MCS contracts, resource support, or other federal sharing agreements to efficiently accommodate or retain internal workload which was not reported as DCP CHAMPUS workload and therefore not part of the contractor's up-front bid. Additionally, in newer versions of MCS contracts, with Revised Financing, where the MTF has sole risk for part of the CHAMPUS eligible population, it is envisioned that resource sharing will play a significantly smaller role and resource support or other options a significantly greater role. Nevertheless, in comparing the cost effectiveness of resource sharing to other alternatives to recapture DCP CHAMPUS workload, such as personal service contracting or resource support, consideration must be given to the resource sharing savings already realized by the Government. 

A sound but timely business case analysis which uses the standardized Resource Sharing Financial Analysis Worksheet is a prerequisite before entering into either resource sharing or resource support. Decisions about resource sharing have potential for regional impact on health care delivery, and therefore must be approved by the Lead Agent. MTFs should follow Service policy in coordinating agreements with their parent command. Resource sharing agreements determined by the Lead Agent to be in the best interests of the Government and in support of the regional health care plan will be implemented. MTFs will inform Lead Agents of their intent to seek recapture of CHAMPUS workload via a personal or nonpersonal services contract when a cost effective resource sharing or resource support opportunity exists, and the contractor has not achieved the resource sharing threshold bid in the MCS contract. 

The offerors on an MCS procurement do estimate the resource sharing cost saving factors in a competitive bid environment and a certain assumed level of risk is often reflected in how aggressively the winning offeror proposes to conduct resource sharing. Due to data lag, ongoing business reengineering, and other aspects of a dynamic environment, resource sharing opportunities will change, possibly adding to this level of risk. Nevertheless, this is a shared risk. Care must be exercised by MTFs and the Lead Agent to ensure that direct-contracting and resource support initiatives do not prevent the contractor from implementing the resource sharing program bid by the offeror and accepted by the Government during the procurement process. 

From an MTF perspective, the timing of resource sharing and resource support investments occurs before the realization of benefits through the bid price adjustment process. Reconciling the need for timely investments in resource sharing and resource support must be done within current fiscal year constraints, in light of the inevitable bid price adjustment consequences of delay or inaction. In addition to the application of internally generated MTF savings in resource sharing proposals, Health Affairs will program funds in future years, to augment MTF investments in resource sharing and resource support and ease any perceived MTF financial burden in the current fiscal year. 

Appropriate use of resource sharing and resource support offers MTFs the opportunity to enhance access, improve continuity of care, support graduate medical education programs, and meet our readiness mission. Because of the shared risk, the MHSS collectively has a strong incentive to work with the MCS contractors to ensure that resource sharing, resource support, and other cost-saving MCS contract features result in contractor costs that are at or below bid projections. Just as failure to enter into resource sharing agreements has the potential to increase government costs, execution of good agreements increases the possibility of efficiency savings for both the Government and the contractor. 

We must aggressively explore new opportunities and carefully monitor existing resource sharing agreements to ensure they serve the best interests of the Government and the beneficiary. Resource sharing proposals which offer a positive return for the Government, and which compare favorably to other alternatives (given consideration of up-front contract savings), should be pursued. I encourage the Services, Lead Agents, and MTF Commanders to aggressively and innovatively pursue resource sharing and resource support opportunities, and reflect the priority of these opportunities in all levels of planning, resourcing and delivering high quality, cost effective, and accessible health care. 

Technical assistance is available from my office. The MCS contract financial management point of contact is Colonel Bozo at (703) 695-3331. 

SignedPRIVATE "TYPE=PICT;ALT=signature of Stephen C. Joseph"


Stephen C. Joseph, M.D., M.P.H.

cc:  

Lead Agents 
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Appendix D

"ABOUT THE DATA SYSTEMS"

POPULATION DATA SOURCES

1.  Defense Medical Information Systems - Summary System (DMIS -SS)
This system has historical information based on the quarterly DEERS extracts.  Information is available by Catchment Area, Region, Beneficiary category, sponsor service branch, unit identification code and zip code.  Since the system has been designated as a legacy system, access is currently restricted to intermediate and headquarters commands.  Other commands that need the information should call the Corporate Executive Information System (CEIS) Help Line (1-800-600-9332).  Plans are for the information to reside in the future CEIS-Enterprise Data Warehouse (EDW)

2.  MCFAS (Managed Care Forecasting & Analysis System)

Contains population projections beginning with a base year and forecasting seven years into the future.  In addition to inpatient catchment area data, MCFAS provides clinic population information based on the 20 mile PRISM catchment area.  The system provides default forecasts, and also lets you modify input data to examine the effects of specific changes.  In addition, it is possible to create individual, user-defined market areas, i.e. population count for a grouping of particular zip codes that don't comprise a catchment area.  

Note:  

The base year population will always be different in MCFAS than the same year in CEIS-EDW.  CEIS-EDW will receive population information from DEERS, which is always above authorized end strength due to administrative time lags; MCFAS is required to match authorized end strength.

3.  DEERS (Defense Enrollment Eligibility System)

Contains individual record level data, i.e. by social security number.  The information must be requested from DEERS.  (In the future this data will be available in the CEIS Enterprise Data Warehouse (EDW).  Access to this data will be restricted, but at least one person in a region will have the ability to retrieve detailed information.)

4.  CHCS (Composite Health Care System)

Although there is population data available in CHCS, it is not recommended for use in analysis.

WORKLOAD DATA SOURCES

DIRECT CARE SYSTEM

INPATIENT/OUTPATIENT WORKLOAD

1.  CEIS

Contains regional data based on the CHCS Standard Inpatient Data Record (SIDR) and Ambulatory Data System (ADS) Standard Ambulatory Data Record (SADR).  There are two ways to access the data:

a.  Quantum/Trendpath

Provides summary data and allows view of summary detail by provider; does not provide the same level of access as Retrospective Case Mix Analysis System (RCMAS).

b.  Trendstar

Functions as an ad hoc query tool with record-level information; contains only information from records that are fully coded and complete, and therefore will not match the Medical Expense and Performance Reporting System (MEPRS) data, which can count incomplete records.  This tool will provide severity adjustment through 3 M's All Patient Refined Diagnostic Related Grouper (APRDRG).  Severity adjustment provides information based on the severity of illness and the risk of mortality using co-morbidity factors, e.g. age, sex, and complication issues such as diabetes, asthma, etc.  This portion of CEIS requires training prior to receiving access permissions.  At least one person per region will have access to the data.

2.  MEPRS

Contains workload data which can be associated with cost data.  It contains rudimentary connections at the outpatient and inpatient level.

DIRECT CARE SYSTEM

ANCILLARY SERVICES

1.  CEIS-Quantum/Trendpath/Trendstar

Contains summary information on lab, radiology and pharmacy workload.  Additional, more detailed pharmacy information is available in Trendstar and EDW.

2.  Defense Medical Logistics Summary System (DMLSS) 

Contains current logistic and cost information on pharmacy.

3.  CHCS

Used in conjunction with the Uniform Management Report (UMR) to analyze efficiency issues, e.g. what prescriptions are large cost factors 

CHAMPUS DATA SOURCES

1.  CEIS-Quantum/Trend Path
Provides summary information.  Detailed information based on RCMAS pre-processor is available in Trendstar.

2.  TRICARE Management Activity-Aurora (Formerly OCHAMPUS)

Provides CHAMPUS workload data for all individuals within a region by zip code by accessing the following systems:

a.  Care Detail Information System (CDIS)

Allows you to look at the details of a specific provider or claim.  You can perform provider, sponsor and beneficiary profiles, e.g. how much has been spent Jane Doe for CHAMPUS care, how much has Dr. Smith been paid for all care provided to CHAMPUS patients.  Access is password protected.  Further information is available on the OCHAMPUS homepage at http://WWW.OCHAMPUS.MIL under information systems.

b.  CHAMPUS Medical Information System (CMIS)

The system includes cost and utilization data on medical care received by CHAMPUS-eligible beneficiaries in approximately 140 MTF catchment areas and state non-catchment areas, 50 states, 225 CHAMPUS pricing localities, 240 clinics, contractor regions, BRAC sites, and Health Service Regions, along with summary level statistics.

These data are further broken down by branch of service, category of beneficiary, provider type, type of care, and category of hospital specialty. Data are available for total All Care, Diagnosis-Related Groups, Major Diagnostic Categories, Institutional and Non-Institutional Providers and Place of Care.  CMIS is capable of analyzing and creating reports for any combination of categories noted above. The data are updated monthly and the cumulative cost and workload variables projected to completion so that the system automatically provides data in the form of a final estimate for the fiscal year. Access is password protected.  Further information is available on the OCHAMPUS homepage at http://WWW.OCHAMPUS.MIL under information systems.

c.  CHAMPUS/TRICARE Utilization Reporting and Evaluation System (CURES) 

Provides a convenient, online method for field users to define and extract summary reports based on Diagnostic (DX) and Operation/Non-Surgical Procedure (OP) codes based on the ICD-9-CM, and Procedure Codes based on the CPT-4 from summarized CHAMPUS claim data. Breakouts by sponsor enrollment status are available for reports based on CPT-4 codes. This feature will be available in a later release for reports based on ICD-9-CM. Users can create reports sorted either by area (region, state, MTF Catchment Area) or code. Access is password protected.  Further information is available on the OCHAMPUS homepage at http://WWW.OCHAMPUS.MIL under information systems.

Financial Analysis Data

1.  SMART: Summarized Medical Analysis Resource Tool

A tool to track, evaluate, and analyze financial information.  It has data retrieval and trending capabilities that enhance the study of business practices.  SMART allows the examination of infrastructure costs at levels previously unavailable to analysts.

· Consolidates pre-existing applications into a single, easy-to-use interface (TOPS, RUMRS, AWARE)
· Powerful ad-hoc reporting
· Multi-dimensional analysis
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For  Inpatient Proposals

Clinical Area of Interest:
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*Identify the source of each benchmark below.
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*Identify below the source of each benchmark.

First:

Second:

Third:

**Identify below assumptions/process used to project ALOS.

Notes:

1.  It is desirable that benchmarks from more than one source be used.  Sources include

:  Comparison to similar size 

MTFs,

comparison to MHS averages, and comparison to managed care industry (potential sources listed in Part II of the guide.)

2.  There are several ways to handle projecting the ALOS.  The facility can make an assumption, and then use that assumption each

out year.  Alternatively, the facility may develop a plan for phasing in changes, or assume that some rate of change will continue to occur.
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Projections for the Demand 

For Care

For Outpatient Proposals:

Clinical Area of Interest: (i.e. Internal Medicine, Primary Care, Maternal/Child, etc.)

Projected Volume for Population of Interest (should include care provided by MTF, MCSC,

and other sources of care)
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dispositions by DRG

Projected Workload Volume for other 

MTFs

     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)
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NOTE:  As worksheet is expanded vertically, sub-total and annual total calculations must be

added and modified, respectively.
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Projection of the Demand for Care

For Inpatient Proposals:

Projected Workload Volume of the Relevant Population for MTF

     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)
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Projected Workload Volume for MCSC

     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)
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Projected Workload Volume for MCSC
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Projections for the Demand For Care







For Outpatient Proposals:







Clinical Area of Interest: (i.e. Internal Medicine, Primary Care, Maternal/Child, etc.) 







Projected Volume for Population of Interest (should include care provided by MTF, MCSC, 
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Projected Workload Volume for other MTFs







     Include enrolled beneficiaries and other sources of workload (e.g., Level of Effort for Medicare, GME, space A, etc.)
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NOTE:  As worksheet is expanded vertically, sub-total and annual total calculations must be







added and modified, respectively.
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Clinical Treatment Patterns







For  Inpatient Proposals
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*Identify the source of each benchmark below.
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*Identify below the source of each benchmark.







First:







Second:







Third:







**Identify below assumptions/process used to project ALOS.







Notes: 







1.  It is desirable that benchmarks from more than one source be used.  Sources include:  Comparison to similar size MTFs, 







comparison to MHS averages, and comparison to managed care industry (potential sources listed in Part II of the guide.)







2.  There are several ways to handle projecting the ALOS.  The facility can make an assumption, and then use that assumption each







out year.  Alternatively, the facility may develop a plan for phasing in changes, or assume that some rate of change will continue to occur.












