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4/18/2007

VETERANS HEALTH ADMINISTRATION

EXECUTIVE DECISION MEMO

TO:


Under Secretary for Health (10)

THROUGH:

National Leadership Board

THROUGH:

Human Resource Committee
FROM:

Management Support Office (10A2)

Office of Nursing Services (108)
            
 SUBJECT:

VA Travel Nurse Corps Pilot Program

For Further Information Contact:  Mr. Nevin Weaver (10A2), (202) 273-8910; Mr. Jit Chatterjee (108), JD, MHA, 202-273-8874; or Mr. Michael Grove (108), RN, FACHE, 202-273-7869.
Action Requested:
X

Request for program pilot approval

STATEMENT OF ISSUE:  
The HR Committee strongly recommends a three-year pilot of an internally operated Travel Nurse Corps (TNC) that would be operated by a VISN managed Program Office and organizationally aligned under 10N.  A Governing Board would be appointed to provide ongoing guidance and oversight for the pilot much like the structure that has been used to operationalize the CMOP.  It is recommended that start up costs (approx. $550k) for the pilot be funded “off the top” and spread over the balance of FY 07 through FY 08.

The TNC pilot would provide VA facilities with VA-experienced supplemental staffing for short/long-term assignments.  Further details of the proposal are described within the Executive Decision Memorandum. NLB granted conceptual approval for the TNC pilot in October 2006. 

The main goals of the program are to:    

1.) reduce the use of outside supplemental staffing at the lowest possible cost to the VA; 

2.) maintain high standards of patient care quality and safety;

3.) improve recruitment of new nurses into the VA system;

4.) improve retention by decreasing turnover of newly recruited nurses and providing alternatives for experienced nurses considering leaving the VA system;

5.) establish a potential pool for national emergency preparedness efforts; and

6.) serve as a model for an expanded multidisciplinary VA travel corps.  

As background, the majority of field facilities have indicated interest in using a VA Travel Nurse Corps to help reduce annual expenditures of $27 to $32.5 million on supplemental contract RN staffing and to enhance quality/safety priorities.  VHA succession planning documents identify RNs as the highest priority for recruitment and retention, and the pilot is aligned with these goals.

A VISN office (to be determined) would be the organization that would assume direct operational authority and responsibility for implementing the pilot.  This would be a joint venture between the VISN Program Office, Management Support Office (MSO), and the Office of Nursing Services (ONS).  The overall organizational alignment for the pilot will rest in 10N.  The VISN Program Office would consist of administrative personnel (3 FTE) dedicated to managing program development and pilot operations. The TNC pilot would recruit up to 30 RN FTE in targeted areas of need (e.g., ICU, Mental Health).  Pilot sites for staffing assignments will begin on a small scale, with expansion as appropriate.  

For clarification, an earlier version of the pilot proposal projecting a $10 million cost-deficit over a three year period was rejected.  Redesign of the basic program structure resulted in cost-effectiveness in several regions of the country.  Cost-neutrality is potentially achievable in all markets through creative operational and legislative initiatives.  

It is proposed that the pilot is a sound investment of a forward-thinking concept.  Facilities will incur comparable costs of current supplemental staffing expenses from contract travel agencies.  This is an experimental program that NLB is encouraged to take a calculated risk in funding, but early termination of the pilot would remain open to the NLB should the pilot start facing insurmountable costs and challenges.  

RECOMMENDATION: 
The HR Committee recommends that the NLB grant approval for the Travel Nurse Corps pilot presented and fund administrative/operational startup costs of the pilot.
IDENTIFY THE VHA GOAL, OBJECTIVE AND STRATEGY BEING ADVANCED BY THE REQUESTED NLB ACTION:

The approval and investment of a TNC pilot would advance VHA strategic goals #1 (improving quality and safety for veterans’ healthcare) and #4 (workforce development and innovation).
APPROVE/DISAPPROVE

COMMENT: _______________________________________________

__________________________________________________________

_______________


     ______ 






Michael J. Kussman, MD, MS, MACP


     Date
Acting Under Secretary for Health (10)

VHA GOALS, OBJECTIVES AND STRATEGIES ADVANCED BY THE REQUESTED NLB APPROVAL OF TRAVEL NURSE CORPS PILOT:

The proposal for a Travel Nurse Corps pilot is well-aligned with several aspects of the VHA Strategic Framework for 2005-2010.  It primarily attempts to implement VHA Planning Strategies #1 and 4 (“Eight for Excellence”).  

· VHA Planning Strategy #1:  Continuously improve the quality and safety of health care for veterans.
· VHA Planning Strategy #4:  Promote diversity, excellence, and satisfaction in the workforce, and to foster a culture which encourages innovation.  
I.
STATEMENT OF ISSUE: 
The HR Committee strongly recommends a three-year pilot of an internally operated Travel Nurse Corps (TNC) that would be operated by a VISN managed Program Office and organizationally aligned under 10N.  A Governing Board would be appointed to provide ongoing guidance and oversight for the pilot much like the structure that has been used to operationalize the CMOP.  It is recommended that start up costs (approx. $550k) for the pilot be funded “off the top” and spread over the balance of FY 07 through FY 08.

The TNC pilot would provide VA facilities with VA-experienced supplemental staffing for short/long-term assignments.  Further details of the proposal are described within the rest of this Executive Decision Memorandum. NLB granted conceptual approval for the TNC pilot in October 2006. 

II.
SUMMARY OF FACTS AND/OR BACKGROUND: 
A.
General Background
The field has expressed a need to reduce the over-reliance on outside contractors for supplemental nurse staffing needs, with 63% of facilities (82 surveyed) in a recent survey declaring their interest in using an internal Travel Nurse Corps.  Responses from the survey on supplemental contract RN usage, in FY06, showed expenses amounted to over $27 million.  A majority (51%) of VA respondents used some form of agency staffing for their unfilled RN staffing needs.  Previous studies of VA facilities revealed even higher patterns.   76% (58 facilities) of VA facilities responding to a 2004 study used some form of supplemental contract RN staffing in FY04, amounting to $32.5 million for hiring 315 FTE RNs.  

There is a growing nursing shortage in America, with 1.2 million Registered Nurses needed by 2014 to meet job growth and replacement needs.  The shortage will affect the VHA in a pronounced way.  The VHA Workforce Succession Strategic Plan for FY07-11 identified Registered Nurses as the top priority in the VHA among occupations that need coordinated efforts in recruitment and retention.  The VHA will lose approximately 23,000 RNs through FY 2012, and will need to hire nearly the same number just to not fall behind in maintaining current RN staffing levels.  For this reason, every effort must be made to improve efforts to recruit new nurses, decrease turnover of new hires by facilitating placement within the VA, and offering alternatives to current employees.
B.
Sponsoring Offices
This pilot will be a joint venture between the Management Support Office (MSO), the Office of Nursing Services (ONS), and a VISN office (to be determined).  The VISN office will be the organization that will assume direct operational authority and responsibility for implementing the pilot.  The overall organizational alignment for the pilot will rest in 10N.

The VISN Program Office would consist of administrative personnel (3 FTE) dedicated to managing program development and pilot operations.  Specifically, this will include a Nurse Program Director, an HR Specialist/Nurse Recruiter, and administrative support to manage program development and pilot operations.  The Healthcare Retention and Recruitment Office (HRRO) will be responsible for marketing.

C.
Program Goals:

The main goals of the program are to:    

1.) reduce the use of outside supplemental staffing at the lowest possible cost to the VA; 

2.) maintain high standards of patient care quality and safety;

3.) improve recruitment of new nurses into the VA system;

4.) improve retention by decreasing turnover of newly recruited nurses and providing alternatives for experienced nurses considering leaving the VA system;

5.) establish a potential pool for national emergency preparedness efforts; and

6.) serve as a model for an expanded multidisciplinary VA travel corps.  

D.
Options for Organizational and Operational Alignment:

The following organizational alignment options were considered.  Option #1 is recommended.
1.)  
VISN office, under line authority of 10N:

This is the preferred alignment.  A sponsoring VISN office, under the auspices of 10N, would be responsible for housing the TNC administration within its organization and offices.  Operations would be conducted by this TNC administration, although the sponsoring VISN office would take a crucial oversight role.

2.)
Health Revenue Center (HRC), under the Chief Business Office:
This alignment was considered in early stages of the pilot proposal development, but later rejected due to financial and organizational considerations.  The CBO deemed the TNC Pilot an improper organizational fit.
3.) Office of Nursing Services (ONS) or Management Support Office (MSO):
Although the TNC Program is viewed as a field operations venture, it is possible to consider a VACO Program Office alignment with either ONS or MSO.  However, this option would likely redirect focus from current priorities for both offices, with unintended negative consequences.
E.
Operational Structure of Travel Nurse Corps Pilot:  Overview
The TNC would be an internal national pool of travel nurses available for temporary, short/long-term assignments throughout VHA.  Assignment lengths would be flexible to meet the varying needs of VA facilities.  (Financial projections are based on a 13 week assignment, which is the average length of assignments in the contract travel nurse industry.)    The structure of the program would primarily hire intermittent nurses without benefits, and at a standardized wage (currently proposed to be $20/hr to be comparable with contract travel nurse pay packages).

The pilot would hire a staff of approximately 30 FTE RNs in targeted areas of need (e.g., ICU, Critical Care, OR, Med/Surg, Mental Health).  Pilot sites for travel nurse staffing assignments will be initiated on a small scale, limiting the number of pilot sites in early stages with expansion as deemed appropriate.  

The duration of the pilot would be for 3 years, during which there would be ongoing operational evaluation with periodic reviews by a pilot governance board.  A tentative set of performance metrics has been drafted in some detail and is available for use in program evaluation. 

Nursing assignments will be flexible in the length of assignments, but would generally be long-term assignments that could last anywhere from several weeks to several months.  Nurses who become employees of the TNC would be required to accept assignments to wherever they are needed.  This would ensure that hard-to-recruit facilities would have nurses.  However, whenever possible nursing staff preferences would be accommodated through a matching process.  

Primarily new hires would be recruited into these positions, although any current VA nurse or annuitant could be hired, if accepting reappointment as an intermittent or part-time nurse.  The pilot will serve as a pipeline to permanent positions for newly recruited nurses, by providing them with both familiarity with the VA system and assisting in placement into facilities that need permanent hires.  TNC nurses would be appointed to a VAMC duty station in closest proximity to their permanent residence.  

Under current travel regulations concerning federal employees, the VA must give full per diem reimbursements for the TDY that is implicit in the TNC job duties.  The TNC administration would be charged with finding as many ways as possible to reduce costs within the confines of per diem regulations, such as VA-owned lodging, contracting for discounted long-term apartments, renting/leasing a small fleet of cars long-term, etc.  
Unlike contract agency nurses, the nurses in a VA TNC would already be familiar with VA procedures and policies, CPRS, and the VA system in general.  They would receive one-month of standardized training as new hires, one-week standardized training for current employees/annuitants, and up to a week of training/certification in emergency response assignments.  
III.
SYNOPSIS OF SIGNIFICANT RELATED ISSUES: 
Temporary Investment Appropriate: 

An “off-the-top” investment would be needed to fund the startup costs and administrative costs for FY07 and FY08.  While this investment would be a financial risk for the VA, it would ensure that facilities are able to obtain TNC nurses cost-neutral to agency nurses.  Absent such cost-neutrality, facilities will not utilize the opportunity to use VA-employed and trained nurses for their supplemental staffing needs.    

The investment is not expected to continue beyond the pilot period in the current form.  The TNC administration would be mandated to use any variety of creative approaches for cost-reduction, cost-efficiencies, cost-sharing ventures, and legislative initiatives.     

Legislative changes would be sought that would grant the TNC flexibility for managing travel and relocation benefits, as well as Title 38 standard salary/benefits rules.  This enables a competitive approach to comparable staffing options currently covered by costly contract sources.
IV.
CRITERIA FOR DECISION MAKING:
The following criteria were used to develop the pros and cons for the four proposed options:

· Need for future supplemental RN staffing by VHA facilities.
· Positive and negative impacts on increased recruitment and retention.
· Cost of each option.
· Potential for increased quality/patient safety over agency nurses.

· Legal obstacles and complexities faced in effecting implementation of TNC.

· General ease of implementation
· Ability to use TNC in emergency response situations.  
· Ability to expand TNC to other occupations.
V.
CROSSCUTTING ISSUES:

Once fully implemented, the pilot would become a workable model for meeting supplemental staffing needs for other occupations (e.g., physicians, pharmacists, therapists).   This would prove to be a positive resource for VHA facilities needing supplemental staffing beyond nursing. 
Due to the combination of mandatory disaster relief training for TNC employees and operational structure designed for rapid deployment of TNC nurses, they would make an ideal resource for use in disaster relief operations.  The TNC would positively impact VA’s Emergency Management efforts.

VI. STAKEHOLDER INVOLVEMENT:
The most important stakeholders would be facilities that use supplemental staffing and would like to use VA travel nurses, as well as the nurses that VHA would recruit and retain by initiating a TNC.  Input was received from a wide variety of sources including VA staff nurses, supervisors, educators, human resource personnel, finance personnel, labor partners, OGC, and National Nurse Executive Council members. 
An Advisory committee should be established to provide operational guidance and strategic oversight of the TNC pilot.  This would allow customer/stakeholder feedback on a regular basis (e.g. quarterly) on the ability of the program to meet customer and stakeholder needs.  It would serve as a resource for interim evaluation/assessment.  The Advisory/Oversight Committee should therefore consist of the most important customers and stakeholders.  The committee should include a VISN Director, Facility Director, and/or Nurse Executive from the placement site(s).  Other appropriate officials from ONS, MSO, and 10N should also be included.

VII.
OPTIONS AND ARGUMENTS: 
Option 1 (RECOMMENDED OPTION):  Intermittent nurses (w/some Part-Time as needed), full per diem.
30 FTE RN of predominantly intermittent nurse appointments would be recommended to form the Travel Nurse Corps staff.  These intermittent nurses would only be paid for time they work and receive no benefits, but would receive full per-diem benefits.  A minority of appointments could also be hired as needed into part-time status with pro-rata benefits (based on hours worked).  
A standard VA wage would be offered for assignments across the country (e.g., $20).  This can be accomplished through authority present to create separate pay-scales for specialty groups such as travel nurses (reflective of market conditions, as this standard wage would be).  Although wages for TNC nurses appear to be lower than average VA salaries when examined in isolation, they are actually considerable in combination with TDY reimbursements, as well as the health/life/retirement benefits that part-time nurses would receive.  Importantly, this VA pay package taken comprehensively would be comparable to the pay packages travel nurses receive from contract agencies.
This employment mix appears to be the employment structure that most closely matches contract-agency travel nurses in terms of employee status and compensation packages.  It is also the most cost-effective structure for the VA, and therefore the one with the greatest chance for long-term success. 

Arguments Pro:

This structure is fiscally attractive for the VA.  It removes unnecessary costs for program by producing an appointment structure that most closely parallels that of contract travel nurse agencies.  Although higher costs remain for some regions using VA Travel Nurse Corps nurses over agency travel nurses, the differences are smallest under this option compared to any other structure for a viable TNC.  In addition, this structure is attractive to potential hires from a recruitment perspective.  It is competitive in wages and comprehensive pay package (when including travel, and benefits for part-timers).  The ability to have Part-time status appointments and travel will allow current VA employees the opportunity for alternative work assignments without leaving the VA system.  A lower standard wage would remove co-worker resentment/dissatisfaction over travel nurses receiving higher salaries than themselves.
One of the best aspects of this structure is producing a highly skilled, well-trained, competent TNC staff that will be highly qualified to handle assignments at VA facilities around the country.  Mandatory standardized training will help ensure a highly skilled mobile workforce with understanding of VA Mission and values.  The patient care they provide will consequently be better than agency nurses, resulting in higher quality and patient safety levels.

This structure would be very sound operationally and from HR perspectives.  It is fairly simple to create and administer, with a lean-administrative personnel team that provide the right amount of support.  It will also prepare a corps of employees trained and deployable for emergency responses.

Arguments Con:

High per diem reimbursement levels, especially at expensive locales (e.g., Bronx, NY), make the travel reimbursements a challenge.  With a TNC pilot in place however, a full-time team of personnel would actively pursue cost-neutrality with agency nurses through a variety of creative initiatives, both structural/operational and legislative.  

This structure requires the program to be more focused on hiring and keeping new hires than in converting experienced nurses into TNC staff.  However, the program will start small, and the needs for recruitment are great enough that a focus on new hires will pay dividends in the long-term.  

There have been concerns voiced over intermittent status as an employment option that is unattractive to prospective recruits.  This is likely to be true for the majority of current VA employees, but does not appear to be an issue for recruitment of travel nurses.  In fact, intermittent appointments appear to closely resemble the norm of the travel nurse industry.

Option 2:  All full-time appointments w/ full-benefits & full per diem reimbursement.  

In this non-recommended option, half the staff would be newly hired as temporary appointments with full benefits, while the other half would be VA-experienced nurses retaining permanent status appointments with full benefits.  Financial projections for this mix of employees were created by the Health Revenue Center, and appear fiscally unattractive (see Appendix C).  All TNC staff nurses would be entitled to full per diem travel reimbursements, with their permanent duty station registered as the VAMC nearest their place of permanent residence. 

Arguments Pro:

Full benefits and full per diem reimbursements would be provided to all staff nurses in this option.  There would be a dual focus on recruitment of new nurses into the VA system and keeping current nurses and annuitants.  It would provide a greater level of insurance and travel benefits than contract-agencies provide their nurses, making it the industry leader in pay-packages.  This would make it extremely attractive to both recruiting new nurses and retaining experienced nurses.  
Arguments Con:

This cost-structure is not fiscally attractive as Option 1.  It has much larger cost differences over comparable contract nurses.  It is also less flexible from an HR standpoint, requiring fixed benefit packages and standard pay for a fixed amount of hours, regardless of actual work hours on an assignment.  Finally, the VA is not allowed to be the pay-leader in a market under current regulations, making this structure untenable.
Option 3:  Transfer Permanent Duty stations and provide allowance.
This would be a variation on Option #1.  The change would be a recruitment or retention allowance up to 25% of annual salary that would be offered to cover travel, lodging, and meal expenses.  Employees would have their Permanent Duty Station transferred upon each reassignment, bypassing TDY and PCS entitlements.  The goal with this concept is to avoid the inflexibility of required costs posed by TDY expenses.     

Unfortunately, consultation with the Office of General Counsel and the Travel Policy Office revealed that there are legal barriers to precluding employees from receiving travel and relocation reimbursements in that manner.  Legislative change would be needed to pursue Option 3.  Legislative changes would be sought that would grant the TNC flexibility for managing travel and relocation benefits, as well as Title 38 standard salary/benefits rules.  This enables a competitive approach to comparable staffing options currently covered by costly contract sources.

In conclusion, option 3 is not currently feasible and therefore not recommended. Due to the legal obstacles, exploration of this option did not proceed beyond the conceptual phase.  Financial cost projections of this option have consequently not been fully explored.   

Arguments Pro:

This option, if made feasible through legislative changes, would create advantageous flexibilities over other options.  
Arguments Con:

This is not possible without a change in legislation that would provide a waiver from current travel authorities.  This option would also involve an increased amount of HR paperwork, but the considerable cost-savings would more than outweigh the incidental externalities created by this option.
Option 4: Take no action.

Not implementing a Travel Nurse Corps pilot in any form would maintain the status quo and continue with existing contracting practices.
Arguments Pro:
The TNC pilot proposal has not yet achieved cost-neutrality with agency nurses.  VHA would forgo the price of a $3 million annual investment.  The status quo system of local staffing agencies has been used for some time, and should be expected to continue to be available at nearly the same costs.  The status quo is a known commodity, while the TNC may need time to achieve its goals of cost-neutrality, retention, recruitment, quality and safety, emergency preparedness, and creating a model for future VA travel corps occupations.
Arguments Con:

Failing to implement a TNC pilot would leave in place nearly $30 million expenditures of supplemental nurse staffing to outside agencies.  There would be a sustained negative impact on quality and patient safety from having non-VA trained and committed nurses in the system.  In relation to that problem are continual losses of time and money to familiarize and train agency RNs for the VA system.  The negative effects of outside nurses on the existing VA nursing staff are thought to be considerable.  Finally, agencies may be unable to fill demand in a timely manner

VIII.
RECOMMENDED OPTION: 
The Office of Nursing Services and the Management Support Office recommend implementing Option 1.  
IX.
DISSENTING OPINIONS REGARDING RECOMMENDED OPTION:  
These options were developed by the Office of Nursing Services, the Management Support Office, and the Health Revenue Center.  
ONS and MSO strongly feel that the TNC pilot should proceed under the operational alignment of a VISN office.  The project needs to be implemented and tested in the field to work out operational details, benefits, and actual costs. 
X.
EFFECT OF RECOMMENDED OPTION ON EXISTING PROGRAMS AND/OR FACILITIES:  
There is no overlap in existing programs.  A continuing concern with the program has been the effect of the program on exacerbating existing nursing shortages at VA facilities, should their current nurses seek employment in the Travel Nurse Corps.  However, the TNC pilot should have minimal impact on any one VA facility, considering the TNC would be nationwide pool of nurses.  As an experimental program, attention would be given to ensuring existing nursing shortages at VA facilities are not exacerbated.  
XI.
LEGAL OR LEGISLATIVE CONSIDERATIONS OF THE RECOMMENDED OPTION:  
Cost efficiency would be enhanced by obtaining changes in standard travel per diem rates and personnel authorities for federal government employees.  New legislation must be enacted in order to effect such a change for the purposes of this program.  A change in law would permit partial waiver of travel entitlements, which would reduce the per diem lodging and meal expenses that would have to be paid for the travel that staff nurses would have to undertake in the Travel Nurse Corps.  A legislative proposal to effect these change starting in FY09 has been submitted.
The change would allow a TNC program to be cost-neutral in all regions, and achieve full national roll-out.  Please see Appendix D.

XII.
BUDGET OR FINANCIAL CONSIDERATIONS OF THE RECOMMENDED OPTION:  
Option 1 is the recommended option.  The pilot needs an “off-the-top” investment totaling $530,000 to fund startup costs and administrative costs for FY07 ($155K) and FY08 ($375K).  Once the travel nurse staff are hired for assignments, facilities would be charged for the remaining costs of salaries, travel expenses, and per diem reimbursements.  This will be necessary to help initiate program operations.  The TNC pilot administration should then attempt to make the costs of using TNC nurses cost-neutral to facilities, by leaving them with a burden for charges comparable to what they are charged by agencies on average nationally.    

The TNC administration would be charged with the duty of considerably reducing any differences in costs for agency nurses and TNC nurses.  The goal would be to make the program as close to cost-neutral as possible for VHA by the end of the pilot, so that little to no investment would be required after the 3-year period.  This might be achieved through any variety of creative approaches for cost-reduction, cost-efficiencies, cost-sharing ventures, and legislative initiatives.  Expansion or termination could be considered at any time throughout the pilot, depending on ongoing evaluation efforts.     
The spreadsheet below breaks all categories of expenses down into costs per hour for each RN employed as a travel nurse, for simplicity’s sake.  These produce easily understandable and comparable figures.
It can be concluded from the spreadsheet below that there are cost-savings to be achieved by employing intermittent appointment travel nurses at a standard wage, at least in half of the six representative markets (Northeast, California, and Southwest).  A TNC pilot should be established to allow a TNC administration the chance to attempt cost-neutrality in the other markets showing costs to the VA for operating a TNC (Midwest, Pacific Northwest, and the Southeast) through creative operational and legislative initiatives.  The only major costs to the VA for allowing a TNC pilot to proceed would be the initial startup and overhead costs for FY07 and FY08.
The spreadsheet below shows region-by-region comparisons for operating a VA-employed corps of traveling nurses in six sample markets (Northeast, Southeast, Midwest, Pacific Northwest, California, and Southwest) throughout the nation.  It is proposed that a VA Travel Nurse Corps be structured as mostly intermittent RN appointments (without benefits), with a minority of part-time RNs as needed.  It assumes that the VA employees would be paid a standardized wage of $20/hr, which would produce VA-comprehensive pay-packages that are comparable to the travel nurse industry.     The regional analyses for the six regions shown only reflect travel nurse billing rates, the appropriate market for comparison. 

The reviewer should note that there are regional differences for each of the respective categories of billing rates, TDY expenses, total expenses to have a VA-employed RN in that market, and deltas.  This makes it essential to isolate potential cost-savings or cost-neutrality for using a VA TNC on a market-by-market basis.  It would therefore be inappropriate to simply use national average figures in deciding whether it is fiscally sound to proceed with a VA-employed Travel Nurse Corps pilot since they would not capture savings that can be achieved, since a TNC pilot administration would initiate operations in just a few focused markets (TBD).   

In contrast to the data presented on these six representative regions, the nationwide figures calculated by the Health Revenue Center (HRC) did not isolate potential savings on a market-by-market basis, nor were they applied to this particular redesigned structure for the TNC.  Their projections on cost deltas are therefore inappropriate for deciding whether to proceed with a VA-employed travel nurse corps.  

                                                                                                                                                                                                                                                                                                                                                                               All employees of the VA TNC could be paid a standard national wage of $20/hour through authority present to create separate pay scales for specialty groups such as travel nurses.  Although wages for TNC nurses appear to be lower than average VA salaries when examined in isolation, they are actually considerable in combination with TDY reimbursements, as well as the health/life/retirement benefits that part-time nurses would receive.  Importantly, this VA pay package taken comprehensively would be comparable to the pay packages travel nurses receive from contract agencies.
This chart entitled "Recruitment Analysis" examines how attractive the VA would be to potential hires by region, while the worksheet entitled "fiscal analysis" examined the fiscal attractiveness for the VA to run a Travel Nurse Corps in certain regions,.  The combined total figures of "Total VA-Pay package" shows what the comprehensive pay-packages are that VA TNC employees would receive, and compares that against contract nurses who would also work in those regions It can be seen that the VA gives very reasonable and comparable comprehensive pay-packages in the regions examined.  The first chart shows the pay-packages for intermittent nurses.  The second chart shows pay-packages for part-time appointments, which include benefits.   

The following are some other important points regarding the financial considerations of Option 1:
•
Many agency nurses do not receive insurance benefits, or else must buy very expensive plans, which effectively negate the promise of benefits advertised to travel nurse recruits.  Agency nurses do not appear to receive any sick leave or annual leave.  

•
A legislative proposal has been submitted to waive standard travel and personnel rules to TNC employees, which would allow the program to reduce travel-related and personnel-related costs starting in FY09.  The change would allow a TNC program to be cost-neutral in all regions, and achieve full national roll-out.  Please see Appendix D.
A few notes about the spreadsheets:
•
"Delta" is equal to the difference between contract agency nurses costs and the costs for operating a VA Travel Nurse Corps with that employee type for that region.  Delta in parentheses represent cost deficits to the VA for operating a VA-employed travel nurse in that region, while deltas without parentheses represent cost savings. 
•
"Overhead expenses" include costs for all administrative personnel, IT expenses, and other expenses that would be needed to operate a VA Travel Nurse Corps.  Major overhead consists of administrative personnel and marketing.  Projected office and personnel-related administrative costs are approximately $250,000 per year, and marketing costs of $100,000 per year.
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Y facilties were also required to provide housing in addition to the $80 billing rate, on average costing
§2500 per month. Costs per hour for this additional housing cost would be $2500/4 weeks/40 hours-
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XIII.
PUBLIC RELATIONS OR MEDIA CONSIDERATIONS OF THE RECOMMENDED OPTION: 
The marketing and communication plan will be developed by Healthcare Retention and Recruitment Office to all effected stakeholders.  The plan will include specific guidance for existing employees that are interested in the program and for external recruits.  Marketing to hire the 30 RN FTE required for the TNC program should encompass these major areas:  ads in papers/journals/career websites, focus groups, job fairs, and targeted recruitment.  Marketing for the pilot’s duration is roughly estimated to cost at least $300,000.  
XIV.
CONGRESSIONAL OR OTHER PUBLIC OFFICIAL OR AGENCY CONSIDERATIONS OF THE RECOMMENDED OPTION:  
As mentioned in Section XI, the most cost efficient option will require a change in law to allow the VA to be competitive with contract agencies.
XV.
IMPLEMENTATION:  
A great amount of the framework for implementation has been created already for this pilot proposal.  Further details on implementation of the pilot must necessarily be reserved for a TNC administrative team to resolve in the future, such as day-to-day program policies and procedures.
APPENDICES:

Appendix A:  TNC Pilot Operational Details
Hiring:

The Travel Nurse Corps pilot will recruit current VA employees, annuitants, and new hires.  Nursing assignments will be flexible in the length of assignments, but would generally be long-term assignments that could last anywhere from several weeks to several months.  (Financial projections are based on a figure of 13 week assignments, which is the average length of assignments in the contract travel nurse industry.)    

The Travel Nurse Corps pilot will hire an equivalent of 30 full-time R.N.s.    Primarily new hires would be recruited into these positions, although any current VA nurse or annuitant could be hired, if accepting reappointment as an intermittent or part-time nurse (in regions where cost-effective).  The pilot will serve as a pipeline to permanent positions for newly recruited nurses, by providing them with both familiarity with the VA system and assisting in placement into facilities that need permanent hires.  TNC nurses would be appointed to a VAMC permanent duty station in closest proximity to their permanent residence.  All TNC staff nurses would be entitled to full per diem travel reimbursements
It is recommended that the TNC administration hiring a mix of employees that is predominantly intermittent appointment, with some part-time appointments as needed.  
Nurse Assignments to Facilities:

Nurses who become employees of the TNC would be required to accept assignments to wherever they are needed.  This would ensure that hard-to-recruit facilities would have nurses.  The TNC administration would gain this mobility authority through 1.) requiring the employee to sign a mobility clause, and/or 2.) notifying the employee that they will be required to accept assignments as directed in the job announcement and functional statement for a TNC staff nurse.  This would require negotiation with Labor Partners.  Nonetheless, obtaining at least degree of deployment authority would be very helpful in providing the TNC administration the flexibility they need to make the pilot successful.  

However, whenever possible nursing staff preferences would be accommodated.  A matching process would be used to match nurse preferences for particular locations and facility preferences for particular RNs.   Skills of the RN and needs of the facility would be incorporated into this assignment process.  
Per Diem:

Under current travel regulations concerning federal employees, the VA must give full TDY-per diem reimbursements to its employees.  The TNC administration would be charged with finding as many ways as possible to reduce those costs within the confines of per diem regulations.  Using any VA-owned lodging or contracting for long-term housing in markets the nurses would be assigned would bring lodging costs down considerably.  Since those would be implementation issues of great detail, they should be left to be resolved by a TNC administrative team.

Training and Orientation:

Unlike contract agency nurses, the nurses in a VA TNC would already be familiar with VA procedures and policies, CPRS, and the VA system in general.  New hires will receive approximately 4 weeks of training specifically prepared to familiarize them with being an RN in the VA system, as well as the specific challenges they will face as a traveling nurse.  Current VA employees and annuitants will undergo a much smaller amount of training, up to a week, which will focus on topics to prepare them for being a traveling nurse and if necessary, review any basics about the VA system.  Training costs and travel to training sites will be part of overhead since all facilities receiving TNC assignments will benefit.

Four extra days of training will also be required to provide all TNC staff nurses with certification in emergency response training.  Such training can be provided at very little cost per staff nurse by first obtaining trainer certification for a VA employee at a sponsoring training site.  It would cost $600-700 for actually full certification/training for the trainer for courses that charge participants, although some courses are free.  Also, associated travel expenses could be budgeted up to $2000 for a week of such training.  Therefore, for less than $3000 for the entire TNC pilot, or $100/each TNC staff nurse, training could be shared and obtained for all TNC staff nurses.
Pilot Sites

Pilot sites for travel nurse staffing assignments will be initiated on a small scale, limiting the number of pilot sites in early stages with expansion as deemed appropriate.  

TNC Administration

The pilot will be centrally administered out of a project office based in a sponsoring VISN office.  There will be a small team of administrative personnel that will be hired to be dedicated to implementation and administration of the Travel Nurse Corps pilot.  Employees will be virtually hired as needed.  3 administrative positions are needed to run a pilot:  a Program Director, of a Level IV-Nurse background; a GS-11/12 HR Specialist (with Nurse Recruiter responsibility); and a GS-7 Program Assistant.  They will be employees of the designated VISN office.  These administrative personnel would cost approximately $750,000 for a 3-year pilot.

The most notable duties of the administrative team would be:  recruiting staff; credentialing staff; matching staff with VHA facilities; payroll; over-all evaluation of staff performance; employee relations issues; and billing of receiving sites for cost of staff.  The TNC administrative personnel will also be responsible for determining numerous details of the program, not limited to but including:  length of initial and subsequent assignments; training and orientation coordination; internal policies for the program’s day-to-day operations; assignments and administering payroll for these travel nurses; tracking personnel issues and records; continuing education needs; and general program administration.   

HR Considerations: 

· Position Qualifications:  RNs at Nurse Grade I, Level II to Nurse Grade II should be hired.  At least one-year of nursing experience would be a TNC hiring requirement for the pilot.

· Boarding:  Boarding of TNC staff would be handled by an existing VISN Professional Standards Board.

· Employee Relations:  Performance and conduct of TNC staff will be managed day-to-day by placement supervisor.  When formal actions are required, the immediate supervisor at site will investigate.  The TNC Program Director will have final decision-making responsibility in collaboration with the facility.

· Travel Administration:  Travel requirements for the TNC programs would be run by the administrative team, with interim reimbursements to the employees as needed.

· Outplacement:  The TNC HR Specialist would actively coordinate with facilities for outplacement/conversion when TNC staff members choose to leave the TNC, in order to promote retention.

Appendix B:  Assessment of HR Implications by Employee Status

	Comparison of Employee Status for TNC Program

	 
	Benefits
	Salary
	Leave 
	Travel Per Diem
	Retention Allowance
	Recruitment Allowance

	Temporary Employees
	 
	 
	 
	 
	 
	 

	Full-time
	Full benefits, but only if appointment is over one year;  no benefits if ≤ 1 yr
	Any salary grade/level at which they are boarded, and set at local pay scale 
	Entitle to 25 Annual Leave Days a year and 13 Sick Leave Days a year
	Entitled to reimbursement according to standard per diem schedule for VA employees
	Not Eligible
	Not Eligible

	Part-time
	*
	*
	*
	Entitled to reimbursement according to standard per diem schedule for VA employees--not pro rata (verified by Travel Policy office)
	Not Eligible
	Not Eligible

	Intermittent
	None
	Any salary at which they are boarded (authority exists to establish separate pay scales for any specialty, including travel nurses,  reflective of travel nurse market/s) 
	Not eligible
	Entitled to reimbursement according to standard per diem schedule for VA employees
	Not Eligible
	Not Eligible

	Fee-basis (See notes #1 and #2 below.)

	None
	Set-fee at hiring
	Not eligible
	Not usually applicable--Travel Policy office said eligibility TBD
	Not Eligible
	Not Eligible

	 
	 
	 
	 
	 
	 
	 

	 
	Benefits
	Salary
	Leave 
	Travel Per Diem
	Retention Allowance
	Recruitment Allowance

	Permanent Employees (currently VA employees)
	 
	 
	 
	 
	 
	 

	Full-time
	Eligible for all benefits offered to VA employees (guideline is that 30% of salary is appropriate cost for benefits)
	Same salary grade/level they were previously boarded at, adjusted for local pay scale of new assignment
	Entitle to 25 Annual Leave Days a year and 13 Sick Leave Days a year
	Entitled to reimbursement according to standard per diem schedule for VA employees
	Retention Allowance is permissible, but up to a cap of 25% of salary
	Not applicable--only new hires can get a recruitment bonus

	Part-time
	*
	*
	*
	Entitled to reimbursement according to standard per diem schedule for VA employees
	*
	*

	Intermittent (See Note #3)
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Fee-basis (see note #4)
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	 
	 
	 
	 
	 
	 
	 

	 
	Benefits
	Salary
	Leave 
	Travel Per Diem
	Retention Allowance
	Recruitment Allowance

	Permanent Employees (new hires)
	 
	 
	 
	 
	 
	 

	Full-time
	Eligible for all benefits (guideline is 30% of salary)
	Any salary at which they are boarded at as new hire
	Entitle to 25 Annual Leave Days a year and 13 Sick Leave Days a year
	Entitled to reimbursement according to standard per diem schedule for VA employees
	Retention Allowance is permissible, but up to a cap of 25% of salary
	Limited to 25% of salary; and a new hire can't get both recruitment & retention bonus in a yr.

	Part-time
	*
	*
	*
	Entitled to reimbursement according to standard per diem schedule for VA employees
	*
	*

	Intermittent (Note 3)
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Fee-basis (see note 4)
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	
	
	
	
	
	
	

	Notes:
	 
	 
	 
	 
	 
	 

	*Part-time employees are eligible to receive the same schedule of benefits, salary, leave, travel per diem, retention allowance, and recruitment allowance as full-time employees.  However, everything they receive would be pro-rated by proportionate number of hours they work each week compared to full-time.  

	1.)  Fee basis employees are paid for their service, not by the hour.  Fee-basis status is a temporary status employee appointment, but unlike normal temporary status, a fee-basis appointment cannot exceed 1 year.  

	2.)  Annuitants would get hired back at the salary they left at, so they could be expensive.  However, it might be possible to bring annuitants back at whatever pay scale is desired by paying them as fee-basis employees.  Unlike other types of employment, fee-basis nurses would be able to work again at the VA without having any deleterious effects on their previous benefits. 

	3.)  Permanent employees cannot be intermittent employees unless accepting reappointment.  One notable distinction is that intermittent employees do not have to have preset work schedules, while permanent employees do have preset work schedules.

	4.)  Permanent employees, by definition, cannot be fee-basis employees because they are a type of temporary appointment.


APPENDIX C:  Health Revenue Center’s financial projections for Option 2

(Non-recommended):
	Cost of VA Traveling Nurse Corps

	Billable Costs to Assigned Station Costs for a 13 Week Assignment (520 Hours)
	 
	 
	 
	 
	 
	 

	Category
	Cost
	 
	 
	 
	 
	 

	Traveling Nurse Salary
	$28,579 
	 
	 
	 
	 
	 

	Support Staff
	$2,881 
	 
	 
	 
	 
	 

	All Other
	$1,251 
	 
	 
	 
	 
	 

	IT Expenses
	$30 
	 
	 
	 
	 
	 

	Assigned Station Cost (excluding Travel)
	$32,741 
	 
	 
	 
	 
	 

	Hourly Cost
	$63 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Travel Scenarios for 13 Weeks
	 
	 
	 
	 
	 
	 

	Travel Scenario
	13 Week Rate
	Hourly Rate Including Travel
	 
	 
	 
	 

	Low End Per Diem Location
	$12,949 
	$88 
	 
	 
	 
	 

	Median End Per Diem Location
	$25,700 
	$112 
	 
	 
	 
	 

	High End Per Diem Location
	$41,325 
	$142 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Annualized Cost
	 
	 
	 
	 
	 
	 

	Category
	FY07
	FY08
	FY09
	FY10
	 
	Three Year Pilot

	Traveling Nurse Salary (Includes No Premium Pays)
	$0 
	$2,578,629 
	$2,655,988 
	$2,735,668 
	 
	$7,970,286 

	Nurse Travel (Assume 3 trips per year, Avg Travel Scenario)
	$0 
	$2,471,164 
	$2,545,299 
	$2,621,658 
	 
	$7,638,121 

	Support Staff
	$58,242 
	$259,954 
	$267,753 
	$275,785 
	 
	$861,734 

	All Other
	$88,440 
	$112,876 
	$116,262 
	$119,750 
	 
	$437,327 

	IT Expenses
	$7,930 
	$2,737 
	$2,819 
	$2,904 
	 
	$16,390 

	Total Expenses
	$154,612 
	$5,425,360 
	$5,588,121 
	$5,755,765 
	 
	$16,923,859 

	Project Cost of Agency Nurses over Three year Pilot Period* (=$50.50 average agency billing rate*40 hours/wk*13 wks*3 trips per year*30 nurses*3 years)
	 
	 
	 
	 
	 
	$7,090,200

	Difference TNC Pilot Costs Vs. Agency Costs
	 
	 
	 
	 
	 
	$9,833,659 

	 
	 
	 
	 
	 
	 
	 

	Hourly Cost *
	 
	$119 
	$123 
	$126 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Assume FY07 12 Weeks for Startup, only Support Staff on board.  30 Nurses hired at beginning of FY08.
	 
	 
	
	
	
	

	Assume 3% Inflation Per Year
	 
	 

	* Information provided in the TNC Survey Summary Analysis (April 2005) indicate that VA pays on average $50.50 per hour for contracted RN services.  This figure was used to calculate total contract agency costs over the 3-year period.
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Updated 12/18/06
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	


Major overhead consists of administrative personnel and marketing.  Projected personnel-related administrative costs are approximately $250,000 per year, and marketing costs of $100,000 per year.
APPENDIX D:  Financial Summary of TNC Before & After a Legislative Waiver of Travel and Personnel Rules:

The spreadsheet below breaks all categories of expenses down into costs per hour for each RN employed as a travel nurse, for simplicity’s sake.  These produce easily understandable and comparable figures.  

The spreadsheet below shows region-by-region comparisons for operating a VA-employed corps of traveling nurses in six sample markets (Northeast, Southeast, Midwest, Pacific Northwest, California, and Southwest) throughout the nation.  The assumption is that the VA employees would be paid a standardized wage of $20/hr, which would produce VA-comprehensive pay-packages that are comparable to the travel nurse industry.  The regional analyses for the six regions shown only reflect travel nurse billing rates, the appropriate market for comparison.

Notes on Intermittent Appointment Charts Below:

The first chart below shows the costs per nurse per hour for a TNC pilot were it to hire an intermittent nurse, and associated cost savings/deficit/neutrality for each of the six regions examined.  The second chart shows the same figures, but incorporates reductions that could be made by a VA TNC administration if a legislative waiver on travel and personnel authorities were to be granted.  Waivers could go into effect in FY09, and would allow a TNC administration the authority to reduce exorbitant TDY levels enough to make the program cost neutral in all regions.  This would allow a VA-wide rollout of the TNC program, since the majority of appointments would be intermittent hires.

Notes on Intermittent Appointment Charts Below:

The first chart below shows the costs per nurse per hour for a TNC pilot were it to hire an intermittent nurse, and associated cost savings/deficit/neutrality for each of the six regions examined.  The second chart shows the same figures, but incorporates reductions that could be made by a VA TNC administration if a legislative waiver on travel and personnel authorities were to be granted.  Waivers could go into effect in FY09, and would allow a TNC administration the authority to reduce exorbitant TDY levels enough to greatly reduce cost deficits in all regions.  Waivers in personnel authorities would likewise allow the TNC administration to reduce benefits (or a combination of salary and benefits) for part-time nurses as well to reduce cost deficits.  The combination of authorities, through the legislative waiver, to reduce both TDY and benefit costs, will allow the VA to achieve cost-neutrality for operating a TNC in all regions.  This would allow the hiring of more part-time nurses for the program, as their use would be cost-neutral to all VA facilities after a legislative waiver.

[image: image4.png]FEinancial Summary of TNC Costs for Intermittent Nurses (Majority of
Appointments)

Note: Costs broken down into costs per hour per each RN appointment.

Financial Summary of TNC Pilot Costs (FY07-FY08)

Travel
Contrac Cost
- Overhe Savings
Agency VA ad VA Total or Cost-
Billing |VA Benefit Expens |Expens Neutral
Rates |Wage |s DY |es e costs |Delta to VA?
NY, Cost
Ny $106) $20.00] $0.00 $5993) $594) $3587)  $19.76|Savings
Tampa, Cost
FL $58) $20.00] $0.00 $3330| $594) $59.23)  ($1.23)|Deficit
Cost
Detroit $51) $20.00] $0.00 $34.90| $594) $60B4|  (89.84)|Deficit
Seattle, Cost
WA $57.14] $2000| $0.00) $4513) $594| $71.06]  ($13.92)|Deficit
Cost
LA $85| $20.00] $000| $33.12) $594) $85.06]  $19.94|Savings
Tucson, Cost
Az $63) $20.00] 000 $a215| $584) $50.0 $4.92|Savings

TNC Costs Assuming Legislative Waiver of TravellPersonnel Authorities (from FY09)

Travel
Contrac Cost
- Overhe Savings
Agency VA ad VA Total or Cost-
Billing |VA Benefit Expens |Expens Neutral
Rates |Wage |s DY |es e costs |Delta to VA?
NY, Cost
Ny $106) $20.00] $0.00 $5993) $594) $3587)  $19.76|Savings
Tampa, Cost
FL $58) $20.00] $0.00 $3206| $594) $50.00 $0.00|Neutral
Cost
Detroit $51) $20.00] $0.00 $25.06| $584) $51.00 $0.00|Neutral
Seattle, Cost
WA $57.14) $2000| $0.00) $31.20] $5.94 $57.14 $0.00|Neutral
Cost
LA $85| $20.00] $000| $33.12) $594) $85.06]  $19.94|Savings
Tucson, Cost

AZ $63| $20.00| $0.00] $32.15] $5.84| $58.08] $4.92|Savings





[image: image5.png]FEinancial Summary of TNC Costs for Part-Time Nurses (Minority of

Appointments)

Note: Costs broken down into costs per hour per each RN appointment.

Financial Summary of TNC Pilot Costs (FY07-08)

Travel
Contrac Cost
- Overhe Savings
Agency VA ad VA Total or Cost-
Billing |VA Benefit Expens |Expens Neutral
Rates |Wage |s DY |es e costs |Delta__|to VA?
NY, Cost
NY* $106) $20.00] $1060 $5093| $594) $9547| $9.16/Savings
Tampa Cost
FL $58] $20.00] $1060| $33.30) $594| $69.84| (611.84)|Deficit
Cost
Detroit $51) $20.00] $1060| $34.90) $594] $71.45| (620.45)|Deficit
Seattle, Cost
WA $57.14] $2000 $1060) $45.13) $5.94| $81.67| (624.53)|Deficit
Cost
LA $85| $20.00] $1060| $3312) $594) $7566| $9.34|Savings
Tucson, Cost
Az $83) $20.00] $1060| $32.15| $594] $68.69 (85.69)[Deficit
TNC Costs Assuming Legislative Waiver of TravellPersonnel Authorities (from
FY09)
Travel
Contrac Cost
- Overhe Savings
Agency VA ad VA Total or Cost-
Billing |VA Benefit Expens |Expens Neutral
Rates |Wage |s DY |es e costs |Delta__|to VA?
NY, Cost
NY* $106) $20.00] $1060 $5093| $594) $9547| $9.16/Savings
Tampa Cost
FL $58) $20.00] $0.00 $3208| $594) $58.00] $0.00|Neutral
Cost
Detroit $51) $20.00] 000 $2508| $594) $51.00] $0.00|Neutral
Seattle, Cost
WA $57.14] $2000| $000) $31.20] $5.94] $57.14|  $0.00|Neutral
Cost
LA $85| $20.00] $1060| $3312) $594) $7566| $9.34|Savings
Tucson, Cost
Az $63| $2000| $4.92| $32.15 $594| $83.00) $0.00|Neutral














































































































































































































































































































































































































































































































