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Report to Sew.. William Proxmire, Chairaun, Senate Committee on
Appropriacioas: HED-lndependent hgencies Subcommittee; by Elaer
B. Staats, Comptroller General.

Issue Area: lHealth Prograss (1200); Health Prograas: Health
Providers (1202).

Contact: Huaan Resources Div.

Budget Punction: Health: Healch Flanmning and Constructiom (558);
Veterans Benefi’s and Services: Hospital and Nedical Care
for Veterans (703).

Organization Concernei: Veterans Adainistration.

Cozgressional Relevance: House Coasittee on Veterans® Affairs;
Senate Cosmittee ou ¥Yrtewins® Affairs. Sen. Willianm
Proxtire.

As par* of its constiuction program, the Veterans
Adainistraticn (YA} planned to build a new hospital in Camden,
New Jersey, at estimated comstructicn costs of $75.3 million and
estimated annual operating costs of about $32 smillion. The
proposed hospital is not a replacemant of a VA hospital but an
addition. Zindings/Conclusions: The kasis for justifying the
nev . spltai vas an analysis of veterans'! sedical needs in the
Philadelphia area, but tha VA used sc<verzl invalid &ssuaptions.
VA's assuaption that admissions <o the Philadelgphia VA hospital
are constrained by a lov bed supply is incorrect in view of more
current information which indicates that this hospital, located
7 miles froe the site of the proposed hospital, is adequate in
size to support the entire 1985 medical and surgical
requirernts of veterans in the area. Bowever, a new VA pnursing
home care “nit may b2 needed. The assumption that the
Philadelphia VA hospital length of stay data are an accurate
aeasura of future acute care stays is incorrect since the data
are a mixture of acute, irtermedisate, and nursing home care
stays. ¥i could not explain, from a priority standpoint, the
basis ¢¥wed to select the Philadelphia/Camden area for a new
hospital as opposed to another location in the United States.
Recoam-ndatiors: The Subcommittee should reject funding for a
new VA hospital in Cemden, Bew Jersey, but conrvider cuamstruction
or acguisition of an area VA nursing home aits¢ VA completes its
nationwide stuly of nursing home requirements. It should also
require that YA justify all new hospital comstruction progosals
in teras of priority on the basis of objective criteria before
funding is apprroved. V) should use the criteria to evaluate and
coapare the current level of adeguacy of VA hospitals nationwidge
in meeting wveterans' redical needs and assign the bhighest
priority for new hospital construction in areas where preseant
hospitals are lesst able to provide high quality care. (HTW)



REPORT OF THE
COMPTROLLER GENERAL
OF THE UNITED STATES

Constructing New VA Hospital
in Camden, New Jersey, Unjustified

The Chairman of the Subcommittee on
HUD-Independent Agencies, Senate Comriit-
tee on Appropriations, asked GAO to review
VA’s plans to build a new hospital in
Camden, New Jersey.

GAQ believes that VA's assumptions used to
justify the hospital were not valid. Estimated
construction costs were $75.3 million and
annual operating costs were estimated to be
about $32 million. In its fiscal year 1979
budget submission to the Congress, VA
proposed that plans for the new hosgital be
eliminated. It plans, instead, to build both
an outpatient clinic in Carmden and a nursing
home in Philadelphia.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D C. 20348

B-133044

T~z Honorable William Proxmire
Chairman, Subcommittee on

HUD-Independent Agencies
Committee on Appropriations
United States Senate

pear Mr. Chairman:

In response to your Januaiy 4, 1977, request, this is
our report on the Veterans Administration's (YA's) planning
process used to justify a new hospital in Camden, New Jersey.

Wwe do not believe that the hospital should be built
since VA's assumptions in planning che hospital were not
valid. We believe that the present hospital in Phila-
delphia can handle the projected workload for area
veterans. A nursing home, however, may be needed in
Philadelphia.

At your request, we did not obtain formal written
comments from VA. We did, however, disnhuss matters
covered in the report with VA officials and their comments
have been incorporated where appropriate. 1In its €iscal
year 1979 budget submission to the Congress, VA nroposed
that plans for the new hospital be eliminated. It plans,
instead, to build both an outpatient clinic in Camden and
a 120-bed nursing home in pPhiladelphia.

As agreed with your office we are sending copies to
the Chairmen of the Senate and dcuse Committees on Veterans
Affairs, and the Subcommittee on HUD-Independent Agencies,
House Committee cn hppropriations; the Director of the
office of Management and Budget; and the Administrator of
Veterans Affairs.

Si y yours,

Luen .

Comptroller General
of the United States



COMPTROLLER GENEPRAL'S CONSTRUCTING NEW VA
REPORT TO Thi SUBCOMMITTEE " HOSPITAL IN CAMDEN,

ON HUD-INDEPENDENT ACENCIES NEW JERSEY, UNJUSTIFIED
SENATE COMM.TTEE ON /PPROPRIATIONS

DIGEST

As part of its construction program the Vet-
erans Administration (VA) planned to build a
new VA hospital in Camden, New Jersey. GAO
analyzed the methods used by VA to determin:
the size requirements of the hospital.

The proposed VA hospital in Camden is not a
replaceient of a VA hospital, but an addi-
tion to the VA s 'stem. Itz construction is
not justified. Avoiding construction of
the new hospital would save approximatzly
€70 million in consuruction funds and about
$32 million per year in operatiny expenses.

The basis for justifying the new hospital
was an analysis of veterans' medical needs
in the Philadelphia area, but VA used
invalid assumptions:

--Admissions to the Philadelphia VA
hospital are constrained by a low
bed supply.

--The Philadelphia VA hospital length
of stay data is an accurate measure
of future acute care stays, when
actually the data is a mixture of
acute, intermediate, and nursing
home care stays.

When VA's assumptions are modified to be in
line with more current information--not
available at the time VA made its study--
GAO's projections show that the Philadelphia
VA hospital, located 7 miles from the site
of the proposed new Camden hospital, is ad-
equate in size to support the entire 1985
medical and surgical requirements of vet-
erans in the area. Construction or acqui-
sition of a new VA nursing home care unit,
however, may be needed.

Upon removal, the report . i

cover ‘shauld be noted hereon. HRD-78-51



GAO recommends that the Subcommittee on HUD-
Independent Agencies, Senate Committee oOn
Appropriations reject funding for a new VA
hospital in Camden, New Jersey, but consider
construction or acgquisition of an area VA
nursing home after VA completes its nation-
wide study of nursing home requirements and
i7 the study demonstrates a need for the
nursing home.

VA could not explain, from a priority stand-
point, the basis used to select the
Philadelphia/Camden area for a new VA hospi-
tal as opposed to another location in the
United States. VA was unable to provide any
study showing why the Camden ares is more in
need of an additional VA hospital than all
other areas of the Nation.

The Subcommittee should require that VA
jugtify all new hospitel construction pro-
posals in terms of prio-ity, on the basis

of a clear and explicit set of objective
criteria before funding is approved. VA
should use the criteria to evaluate and
compare the current level of adequacy of VA
hospitals nationwide in meeting the medical
needs of veterans. Highest priority for
new VA hospital construction should be esta-
blished in areas of the Nation where present
VA hospitals are least able to provide high
quality medical care to veterans.

The Subcommittee directed GAO not to obtain
written comments from VA; however, GAO
informally discussed the report with VA
officials.

AGENCY ACTIOUS

VA propoced in its fiscal ycar 1979 budget
subnission o the Congress that the Camden
hospital project be eliminated. It plans,
instead, to build both an outpatient clinic
in Camd:n and a nursing home care unit in
Philade..phia.
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CHAPTER 1

In a letter dated January 4, 1977, the Chairman, Sub-
committee on HUD-Ind2pendent Agencies, Senzce Committee on
Appropriacions, requested that we make a comprehensive
evaluation of the process the Veterans Adminiriratior (VA)
uses to determine the bed size of new and replacement health
care facilities.

According to the Chairman's letter, he was concerned
about construction costs associated with VA hospitals. He
referred to a May 1976 announcement by the President to build
eight VA hospitals—-seven replacement a:: on” new--at a cost
in excess of $800 million and was concerned tunat VA build
hospitals of the appropriate size and mix of beds (acute care
and nursing home care).

The proposed hospitals are listed below in VA's order of
construction priority.

--Richmond, Virginia

~-Bay Pines, Florida

--Martinsburg, West Virginia

--Little Rock, Arkansas

- -Portland, dregon

--Seattle, Washington

--Baltimore, Maryland

--Camden, New Jersey (new)

This report discusses VA's proposed new hospital in
camden, New Jersey. The results of our analysis for the
seven replacement hospitals are contained in two separate

reports--one issued in Kay 1977 1/ for three hospitals and
a report now in process on the re:2ining four.

i/Letter repert to the Chairman, Subcommittee on HUD-
Independent Agencies, Senate Committee on Appropriations
(HRD-77-104).



The VA facility in Camden .as to consist of a 360-bed
hospital and a 120~-bed nursing home care unit. Estimated
construction costs totaled $75.3 million--370.2 million for
the hospital and $5.1 million for the nursing home.

In its fiscal year budget submission to the Congress in
January 1978, VA stated that it no longer planned to build
the hospital. VA plans, jnstead, to build both an outpatient
clinic in Camden and a 120-bed nursing home in Philadelphia.

SCOPE OF REVIEW

Our review included discussions with officials of the
vA central office in «ashington, D.C., and Philadelphia,
Pennsylvania; with officials of the New Jersey State Depait-
ment of Health; physicians in the Camden, New Jersey areaj
and with representatives of Health Systems Agencies (iSAs)
in Philadelphia, Pennsylvania, and Camden, New Jersey.

We reviewed pertinent records, reports, and other docu-
ments available at tre VA central office and at the Phila-
delphia VA hospital.

Our source of statistical data on the utilization of
the Philadelphia VA hospital was a mag. etic tape pmaintained
at VA's Data Processing Center, Austin, Texas. The tape
contained information on 2l1 patients discharged frei the
Philadelphia VA hospital in fiscal year 1976. The tape was
validated by selecting a random sample of patient data and
checking it against medical records on file at th hospital.
Fiscal year 1976 and 1985 veteran population ~tatistics
were suppli=d by VA's Office of the Controller but ve did
not verify this data.

The basic data on community hospitals used in this study
was supplied by the Commission on Professional and Hospital
Activities, Ann Arbor, Michigan. This data did not reveal
the identities of individual hospitals. Any analyses, inter-
pretations, or conclusions based on this data are ours, and
the Commission disclaims responsibility for any such analyses,
interpretations, or conclusions.



CHAPTER 2

PROPOSED CONSTRUCTION OF A NSW VA HOSPITAL

IN CAMDEN, NEW JERSEY, IS NOT JUSTIFIED

We believe that VA tsed invalid assumptions to justify
the Camden VA hospital. The aszuuptions VA made were that
/1) admiss.ions to the Philadelphia VA hospital were con-
strained by a low bed supply, ard (2) the Philadelphia VA
hospital length of stay data was an «ccurate measure cf
acute care stays, wher actually the data is a mixture of
acute, intermediate, and nursing home care stays.

When VA's projections are modified to ko in line with
more current inforn: cion--not available at the time VA made
its study--our proj -tions show that the present Philadel-
phia VA hospital can support the entire 1985 acute care
hospital workload with the possible addition of a nursing
home care unit.

Avoiding construction of a new VA hospital in Camden
would save approximately $70 million in construction costs
and about $32 million per year in operating expenses.
Construction of a new VA medical and surgical hospital in
Camden could also have decreased the occupancy rate of the
Philadelpiiia VA hospital and other nearby Federal hospitals.
It could also have adversely affected non-Federal community
hospitals in the area by lowe: ing occupancy rates in
facilities which have a recognized surplus of acute care
medical and surgical beds.

VA'S PROPOSAL FOR THE CAMDEN VA HOSTITAL

The proposed Camden VA hospital was to be located 7
miles from the existing Philadelphia VA hospital, affiliated
with and adjacent to the prnposed College of Medicine and
Dentistry of New Jersey. The map on the following page shows
the relationship of the Camden hospital to other nearby V2
hospitals.-

Bed reductions at other VA hospitals were proposed with
construction of the Camden hospital. The Philadelphia
hospital is currently operating 446 medical and surgical
beds, and 44 psychiatric beds in spare that VA considered
marginal for an acute care teaching hospital. VA recommended
- transfer of 21 Phi'adelphia VA hospital medical and surgical
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beds into the Camden hospital to alleviate overcrowded
conditions. The Philadelphia VA hospital was to continue
operating 425 medical and surgical, and 44 psychiatric beds
after construction of the new Camden VA hospital.

Furthermore, bed reductions were proposed at the
Coatesville, Pennsylvania, VA hospital located approximately
40 miles from Camden. Accordirg to VA psychiatric space at
Coatesville is overcrowded by about 70 beds. VA recommended
a 60-bed psychiatric service be provided in Camden, in
addition to a 40-bed intermediate care uait. Comparable
reductions at Coatesville were to offset both servicen.

ANALYSIS OF 1985 VA BED REQUIREMENTS IN PAILADELPHIA AREA

In determining 1985 bed requirements .or the Philadel- -
phia area, VA departed from its standard hospital sizing
nodel which relies on historical patient workload data to
predict future hospital requirements. VA reasoned that
historical patient utilization data for the Philadelphia VA
hospital (see photograph on p. 6) could not be used to pro-
jzct future bed requirements for the area because the utili-
zation was constrained by a low VA hospital bed supply. VA's
analysis showed that the ratio of VA hospital beds to the
veteran population in the Philadelphia area was relatively
low compared *o similar-sized metropolitan areas. VA con-
cluded that the historical data did not reflect utilization
levels that would have occurred had more VA hospital beds
been available.

although VA's analysis of hospital utilization from
1970 to 1973 demonstirated that the Philadelphia VA hospital
was operating at a high occupancy rate, recent data shows
that there has been a distinct decrease in occupancy of
medical and surgical beds over the past several years (see
graph on p. 7). During fiscal year 1976 the occupancy rate
was 82 percent in medicine and surgery, somewhat below VA's
planning guideline of 85 percent. Officials of the
Philadelphia VA hospital said that they expected this
decrease to continue as more outpatient treatment is
substituced for inpatient care. The hospitai's occupancy
rate, the lack of an admission waiting list, and the fact
that no evidence was presented to show that patients were
being denied care due to a shortage of beds detract from
VA's position that use of the Philadelphia VA hospital was
constrained. '
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VA's projection of future
hospital admissions_too Eigh

Assiaing that veterans in the Philadelphia area will
have the same hospital discharge rates as all northeast

U.S. males, VA estimated 1985 veteran admissions to VA
hospitals by

--projecting 1985 dirscharge rates for northeast v.s.
males based on 9 years of historical data.

--multiplying the 1¢85 discharge rate by the expected
1985 veteran population in the Philalelphia area to-
give estimated veteran discharges fron all non-
Federal hospitals, and -

--projecting the percentage share of ve..ran dis-
charges in 1985 which will be handled by VA
hospitals based on 4 years-of historical trend
data. R

The graph on page 9 shows VA's projection of 1985 dis-

charge rates for three age groups of northeast U.S. maless.
The 9 yéars of historical data shown in the graph and

used by VA was provided to VA by the Department of Health,
Bducation, and Welfare (HEW). The daty shows a considerable
rise in discharge rates for the older age groups during the
1966 to 1971 period and a general leveling off of the trend
during the 1972 to 1974 period. As shown below, however, VA
forecasted a large increase in discharge rates between 1974
and 1985 assuming that the trend over the past 9 years

would continue in the future.

VA projected

1974 1985 Projected

discharges discharges increase

per 1,000 per 1,000 1974 to
Age grou population population 1985
15-44 85 92.0 . 8%
45-64 172 225.9 31
65+over 343 463.2 41

Using these projected rates, VA estimated that there would be
138,150 veterans discharged from non-Peleral Philadelphia
area hospitals in 1985.
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VA's projections conflict with current and expected
trends in discharge rates. Although discharge rates in-
creased during the late 1960s and early 1979s, an offi-
cial in HEW's National Center for Health Care Statistics
informed us that these increases were due primarily to the
enactment and implementation ¢f the Medicare and mMedicaid
programs and the increasing coverage of the general public
with private health care insurance. Similar increases are
not expected in the future. In fact, the current emphasis
on ambulatory care may produce a decline in discharge rates
in the future.

In its projection of 1985 acute care medical and
surgical discharges, VA -also failed to recognize that the
HEW data for northeast U.S. males included psychiatric
discharges. Application of the HEW data base, the-efore,
inflates projections of medical and surgical discharges,
and bed requirements. An HEW analyst in the National Center
for Health Statistics estimated that in 1974 psychiatric
discharges accounted for between 2.3 and 8.9 percent of
total discharges for the three age groups, as shown below.

psychiatric discharges as
a percentage of total dis-

Age group charges

15-44 8.9
45-64 5.6
65+over 2.3

We adjusted HEW's 1974 discharge rates to exclude. psy-
chiatric discharges and calculated 1985 medical and surgical
discharges on the basis that discharge rates would be the
same as 1974 rates. The resulting forecast of 1985 dis-
charges of veterans from all non-Federal hospitals in the

_ Philadelphia area was 27 percent lower than VA's estimate.

VA also projecte. the percentage of veteran discharges
which will be from area VA hospitals. Applying two fore-
sasting techniques to historical data, VA estimated that
between 6 and 11 percent of total veteran discharges would
be from VA hospitals in 1985. Rased upon professional
judgment, VA selected 10 percent as the most appropriate
share to assume in planning the VA hospital bed requirements
in the Phiiadelphia area. Using this estimate, VA projected

10



that Philadelphia area VA hospitals would need to accom-
modate 13,815 discharges of medical and surgical patients
in 1985 (10 percent of total non-Federal hospital dis-
charges of 138,150). A change of only 1 percent in VA's
assumed share (1) would change its estimate of 1985 dis-
charges by 1,382 and (2) using VA's 1985 length of stay,
would change the overall hospital requirements by about
69 medical and surgical beds.

During fiscal year 1976 3,531 patients were discharged
from medical bed sections and 2,332 were discharged from
surgical bed sections of the Philadelphia VA hospital.
During the same year the occupancy rates on medical and
surgical wards of the hospital were both 82 percent, indi-
cating that the treatment o. medical and surgical patients
was not coastrained by available bed space.

These actual 1976 VA hospital discharge figures repre-
sent no more than a 6.8 percent share of total veteran
discharges from non-Federal hospitals, as computed using
the HEW data. VA's sizing model assumed that this share
will be 10 percent in 1985. From 1976 to 1985 the share may
increase due to the increasing average age of the veteran
population and the tendency of veterans tc use VA hospitals
at higher rates as they get older. We found that these
effects will increase the VA hospital share from the current
6.8 percent to a maximum of 6.9 percent.

We estimated future discharges using our hospital
planning model that is described in detail :in appendix I.
The model used the Philadelphia VA hospital's actual 1976
discharge rates as a base and adjusted the data to reflect
expected changes in the size and age mix of the veteran
population. On this basis we estimated that there would
be 6,978 medical and surgical veterans discharged from
Philadelphia area hospitals in 1985--49 pevcent¢ lower than
VA's estimate of 13,815 discharges.

Estimation of 1985 aver.age length of stay

VA projected two possible 1985 average length of stay
estimates for VA hospital patients. One projection was
based on HEW's historical data on non-Federal hospital r tays
for all northeastern U.S. males between 1967 and 19/¢. The
other prcjection was based on stays actually experien-ed by
patients in the Philadelphia VA hospital between 1971 and
1975. VA analyzed the data and then extended the trends out

11



to 1985 based on professional judgment. The resultiny 1985
projections, using both the HEW and VA hospital data bases,
are shown in the table below.

YA Estimates of 1985 Average Length of Stay

Age Using

group Using HEW data Phila. VA hospital data
(days) (days)

15-44 6.17 11.5

45-61 8.65 14.3

64+over 8.93 18.5

VA chose to use the estimate based on the Philadelphia VA
hospital data rather than the HEW data in determining the
area's hospital bed regquirements.

The Director of the Philadelphia VA hospital stated
that the hospital's medical wards do not house acute care
enly patients. A*x the time of our visit (August 1977), the
Director estimatr.d that there were approximately 88 patients
out of 413 in medical wards who needed nonacute care.
According to tho chief of Staff, 50 percent of these patients
required only nursing home care. Since no VA nursing home
was available and sufficient community nursing home services
could not be obtained, these patients remained in medical
wards until appropriate placement could be found. The length
of stay for these pat.ents is mixed with all otner medical
patients in computing average length of stay and, therefore,
inflates the statisti:s for acute care requirements.
Philadelphia VA hospital officials told us that VA could
achieve average lengths of stay comparable to those
experienced in community hognitals (for similar acute care
medical and surgical patients) if the proper mix of acute
care, intermediate care, and nursing home care beds were
available.

' Using our hospital sizing model described in appendix I,
we

--analyzed the computerized patient record of each

patient discharged from the Philadelphia VA
hospital during fiscal year 1976,

12



--adjusted the acute care stay to that which
prevailed in community hospitals for similar
patients (same age, diagnosis, etc.), and

--~allocated the remainder of the stay to out-
patient care, intermediate care, or nursing
home care as appropriate.

Using this approach and projecting to 1985 based on the
changing age mix of the veteran population, we estimated
the following average lengths of stay for acute care
medical and suirgical patients.

Our Estimate Of 1985 Average Length
Of Stay For Medical And surgical Patilents

Age yroup Using GAO model
15-44 7.77
45-64 11.51
65+over 14.76

Our estimate of acute care length of stay is higher than
that derived using HEW data since it reflects the specific
ages and diagnoses of patients using the Philadelphia VA
hospital, but lower than that based on historical VA average
length of stay esince our approach separates the acute care
from the nonacute care stay for each patient. Our estimates
assume that intermediate care and nursing home care beds are
available to VA for the transfer of patients after completion
of their acute care stays.

VA calculation of 1985 bed requirements

VA hospital bed requirements are calculated using pro-
jected 1985 VA hospital discharges and projected 1985 avarage
length of stay. VA's estimate of 685 medical and surgical
beds is shown below:

VA Estimate Of 1985 Medical And
Surgical Bed Requirements In Philadelphia Area

Estimated 1985 Estimated 1985

VA hospital average length Estimated 1985
Age group discharges of stay _ bed requirement
(days) -
15-44 2,054 11.5 76
45-64 6,809 14.3 314
65+over 4,952 18.5 295
Total 13,815 15.2 685

13



Of the 685 medical and 3ucgical bed requirement, 425 were
tc be in the Philadelphia VA hospital and the remaining 260
in the new Camden VA hospital.

VA's analysis is based on a projection of the trend in
1567 to 1974 admissions data and on a projection of the
trend in 1971 to 1975 average lenqth of stay. If VA's
admissions and average lengths of stay trends were valid,
bed requirements in 1973, 1977, and 1985 would be as follows
(see app. II for computation).

Comparison Of Estimated "'A Bed Requirements
With Actual VA B: .tiTlzation

Estimate of VA Actua., VA med/surg Actual
med/surg bed needs beds available in occupancy
based on VA's Phila. VA ) rate of

Year assumed trends hospical available beds

1973 629 417 88%

1977 664 446 81%

1985 685 - -

For fiscal year 1973 VA stated that the low bed supply and
high occupancy rate constraired bed utilization. We question
this conc.usion because of the lack of patient waiting lists
or evidence that patients were denied care due to lack of
beds. The high 1973 fiscal year occupancy rate makes deler-
mination of true hospital demand in that year somewhat
unclear. However, VA's assumed trends indicate that 664
beds (218 more than were available) would be needed in
fiscal year 1977 to fully meet VA's hospital demand. Actual
operating statistics chow that the occupancy rate of avail-
aple VA beds in fiscal year 1977 was only 81 percent.
Therefore, while VA's analysis indicates that a considerable
shortage of VA medical and surgical beds should have existed
in fiscal year 1977, there was actually a surplus.

We believe t:at this recent data on VA's hospital bed
utilization in Phiiadelphia shows VA's method of projecting
hospital demand to be invalid and that true VA hospital
reguirements in 1985 will be considerably less than 685
beds. .

14



Our calculation of 1985 bed requirements

In determining 1985 bed requirements, we used our hos-
pital planning moéel (see app. I). Our model estimates both
acute care and nonacute care hospital requirements.

The model's projections of 1985 discharges and average
lengths of stay were discussed earlier and lead to an
estimated 1985 requirement for 279 acute care medical and
surgical beds in the Philadelphia area, Our model also
estimated a need for 10 rehabilitation-medicine beds,
raising the total medical and surgical requiremer to 289
beds.

Our Estimate Of 1985 Acute Care Medical And Surgicil
Bed Requirements 1In Philadelphia Area

1985 Estimated 1985 Estimated

Age VA hospital average 1985 Estimated
group discharges length of stay bed reqguiiements
15-44 883 7.77 22
45-64 3,159 11.51 117
65+over 2,936 14.76 140

Total 6.978 12.40 279

In addition to 279 medical and surgical beds and 10
rehabiliiation beds, our model fur.her projected a need for
60 intermediate care beds. Relocat.-" of 40 nonacute
intermediate care beds from Coatesville to Philadelphia
would raise the nonacute intermediate care requirement to
100 beds.

While our model also . “timates a portion of the nursing
home care workload, total Va nursing home bed requirer->nts
are contingent on the availability of contract nursing home
beds in the surrounding community.

The existing Philadelphia VA hospital, with 446 medical
and surgical beds, even if reduced to 425 beds as proposed
by VA, appears adequate in cize to serve the 1985 require-
ments for medical, surgical , and intermediate care. However,
construction or acquistion of a nursing home care unit may be
necessary. VA is currently studying nationwide nursing home
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care requirements, and any determination of VA nursing home
needs in Philadelphia should await the findings of that
study.

The table on page 17 summarizes the current operating
beds in the Philadelphia VA hospital,.VA's proposed future
bed complement for the area, and our estimate of VA lhospital
bed requirements.

POTENTIAL_EFFECT OF CAMDEN HOSPITAL ON
NEARDY FEDERAL AND NON-FEDERAL FACIL:TIES

The construction of a new acute care VA hospital in
Camden could have a major effect on the Philadelphia VA
hospital, and secondary effects on other VA hospitals
(Wilmington and Lyons), and nearby comrmunity hospitals.

Effect on Philadelphia VA hospital

In addition to its capability to accommodate 1985
veteran bed requirements, the philadelphia VA hospital is
centrally located to adeguately serve area veterans. As
the hub of the region's transportation system, the
Philadelphia area is served by a well-developed public
transportation system consisting of suburban rail facili-
ties, hi-speed lines, and an extensive bus rnetwork. Under
such circumstances construction of a new VA hospital seven
miles from the existing Philadelphia facility, at best,
offers only minimal locational advantage in providing health
care to veterans.

The Camden VA hospital may adversely affect the opera-
tions and efficiency of the Philadelphia hospital by re-
ducing the already low bed census. A 1976 VA patient
census showed that approximately 24 percent of the Phila-
delphia inpatients were New Jersey residents. Construction
of a new acute care VA hospital in southern New Jersey
could draw New Jersey patients away from the existing
Philadelphia VA hospital and decrease its overall bed
occupancy rate of 82 percent--further below the planning
guideline of 85 percent.

The Camden hospital could also increase the Government's
cost of providing VA hospital care to Nev Jersey residents.
We previously reported 1/ in 1375 that Va expended between

————

1/Letter report to Honorable James J. Florio, House of
Representatives, Mar. 18, 1976 (MWD-76-114).
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$133,000 and $175,000 for travel costs of New Jersey veterans
to the Philadelphia and Wilmington VA hospitals. Having a
hospital in Camden would reduce travel cost to some extent.
However, the proposed annual operating cost of the Camden
ho:pital--approximately $32 million a year--will increase
significantly the cost of h~zlth care for area veterans.

potential effect on other VA hospitals

In the 1976 VA patient census, approximately 12 percent
and 92 percent of Wilmington, Delaware, and Lyons, New
Jersey, VA hospital patients were New Je :sey residents.

These two hospitals operated at approximately 82 and 80
percent occupancy, respectively, in .iscel year 1976 . The
camden hospital, which proposed to serve New Jersey veterans,
may draw patients from each of these facilities, possibly
causing ineffic '.ent cperations by reducing each hospitel's
occupancy rate rurther below the 85-percent level.

Potential effect on community hospitals

The United States today has more than 931,000 non-—-
Federai: hospital beds, 20 percent of which are estimated
to bz surplus. Excess bed capacity has beccme a pational
concern in recent years. Since 1960 the to:al of non-Federal
hospital beds for short-term and other care in general
hospitals has increased from 640,000 to 931,000--more than
45 percent. When compared to the national population, the
ratio of beds has increased from 3.6 beds per 1,000 popula-
tion to 4.4 beds per 1,000. Excess bed capacity is one
reason why hospital costs have risen four times a mwuch as
the consumer price index since 1950.

Statistics provided by Philadelphia Health Systems
Agency and the New Jersey State Department of Health indi-
cate tbat Philadelphia and Camien counties are overbedded.
In July 1977 Camden county alone had a surplus of 176
medical and surgical beds, while neighboring counties,
Gloucester and Burlington, had a total of 104 surplus
medical and surgical beds.

Due to the overbedded conditions in the area, com-—
munity hospitals have not been and probably will not be
allowed to expand their acute care beds. The New Jersey
State Department of Health recently refused two community
hospitals' proposals to construct new acute care beds.
Tak.ng a similar position, officials of both the Phila-
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delphia and Southern New Jersey Health Systems Agency stated
that it would be difficult ‘.0 recommend approval for con-
struction of now acute care hospital beds because of the
present surplus of beds in their jurisdictions.

We discussed the matter with physicians in the Camden
area and they were concerned that an influx of new acute
care beds will cause a financial hardship on underutilized
community hospitals in competing for limited medical
personnel and patients. In addition the Camden hospital
nay duplicate highly specialized and expensive equipment
available in the community, much of which is also under-
utilized.

While the Government bears the cost (construction,
equipment, staffing, etc.) of new VA hospital beds, it
igs also sharirg in the increased costs resulting from
excess community hospital beds. Many beds were constructed
with Federal suppcrt and operating costs are paid, in part,
through Medicare, Medicaid, and Pederal health benefits
programs.

At a September 6, 1977, meeting, the Camden County
Med.cal Society, after considerable debate, voted 114 to 66
to support construction of the new Camden VA hosoital. The
society assumed that VA had established the medical need
for the facility. The following are arguments presented by
members of the society in support of the project.

~~Beneficial effects it will have on medical educa-
tion when students from the planned South Jersey
medical school practice at the center.

-~Favorable impact it will have on redevelopmei. t
in the city of Camdei.

--New services it will provide to area veterans.

PRIORITIES FOR_NEW CONSTRUCTION

VA's justification for the proposed new hospital in
Camden rested primarily on an asserted low VA bed supply
in the Philadelphia area. However, in addition to our
belief that VA's sizing methodology was improper, we also
found that VA could not explain, from a vriority stand-
point, the basis used to select this area for x new
hospital, as opoosed to other areas of the Uniteld States.
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VA was unable to provide us with any study showing that the
Camden area is more in need of an additional VA Lospital
than other areas of the Nation.

We believe that the Congress should require VA to
justify all new hospital construction proposals, in terms
of priority, >n the basis of a clear and explicit set of
objective criteria before approving funds. VA should use
the criteria to evaluate and compare the current level of
adequacy of present VA hospitals in meeting the medical
needs of veterans. Highest priority for new VA hospital
construction should be established in areas of the Nation
where existing VA hospitals are least able to provide high
guality medical care to the veteran population.

VA has recently developed a process (Space and
Functional Deficiency Identification System) to determine
priorities for new hospital construction ¢r replacement
based on comparisons between present facilities and other
criteria. However, this process was not applied to the
eight hospitals in VA's current construction program. We
believe that the system is a major improvement over the
previous way in which decisions were made to rerlace
hospitals. We believe, however, that several modifications
are needed to improve the system. We are currently
reviewing tunis system and plan to complete our audit work
about March 1978.

CONCLUSIONS

The construction of a new acute care medical and surgi-
cal hospital in Camden, New Jers<:y, is not justified. VA
could nout explain, from a priority standooint, the basis
used to select the Philadelphia/Camden area for a new VA
hospital, rather than some other location in the United
States. Furthermore, the need for the hospital in Camden is
based on invalid assumptions, specifically that (1) admis-
sions to the Philadelphia VA hospital are constrained by a
low bed supply and (2) the Philadelphia VA hospital length
of stay data is an accurate measure of future acute care
stays, when the data actually includes a mixture of acute,
nonacute . intermediate, and nursing uome care stays.

Corre- v t .ese deficiencies in VA's methodology, it appears
that the Philadelphia VA hospital, located only seven miles
from the site of the proposed new Camden VA hospital, is
adequate to serve the projected 1985 medical and surgical bed
requirements for the area. Construction or acquisition of a
new VA nursing home care unit, however, may be needed.
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If the Camden VA hospital is constructed at the current
proposed site, it will, at best, offer only minimal loca-
tional advantage to provide health care to New Jersey
veterans yet could have adverse effects on the Philadelpluas-
Wilmington, and Lyons hospitals; and the community hospit:is
in southern New Jersey.

The Camden County Medical Society's support for the
construction of the new VA hospital was based partly on the
assumption that VA had properly established the need for
the facility. Other arguments cited by members of the
society in support of the project included its beneficial
effects on medical education and redevelopment efforts in
the city of Camden. Since our report showes that additional
VA hospital beds are not needed to serve area veterans, the
other factors cited by members of the society represent, in
our opinion, insufficient reasons for supporting the project.

RECOMMENDATIONS TO THE SUBCOMMITTEE

We recommend that the Subcommittee not approve funding
for construction of a new VA hospital in Camden, New Jersey.
Upon completion of VA's nationwide study of nursing home-
care requirements, the Subcommittee should consider a propo-
sal for construction or acquisition of a VA nursing home in
the Philadelphia/Camden area, if such a facility is
justified.

We also believe that the Subcommittee should require
VA to justify all new hospital construction proposals, in
terms of priority, on the basis of a clear and explicit set
of objective criteria before funding is approved. VA should
use the criteria to evaluate and compare the level of
adequacy of present VA hospitals in meeting the medical needs
of veterans. Highest priorities for new VA hospital con-
struction should be established in areas of the Nation where
VA hospitals are least able to provide high guality medical
care to veterans,

AGENCY ACTIONS

In its fiscal year 1979 budyet submission to the Con-
gress, VA proposed that plans for the new hospital be elimi-
nated. It plans, instead, to build an outpatient clinic in
Camden and a 120-bed nursing home care unit in Philadelphia.
VA's Chief Medical Director told us that the -existing VA
hospitals in Philadelphia and Wilmington could handle the
anticipated workload for ‘he area. The estimated construc-
tion costs for the outpatient clinic and nursing home are
$12.2 million and $14.4 million, respectively.
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APPENDIX I APPENDIX I

OUR MODEL FOR_ESTIMATING

BED NEEDS FOR VA HOSPITALS

Tt is appendix describes the methodology we used in
es’:imating the number and mix of acute care and other bed
needs for VA hospitals. During an earlier review of the
repartment of Defense's (DOD's) planning for the San Diego
Naval Hospital 1/, we developed a computer-based model for
determining the acute care bed needs in military hospitals.
In July 1976 the Congress adopted a conference report on
the military construction appropriations bill for fiscal
year 1977, stating that acute care bed requirements for
active duty members and their dependents throughout Defense
should be calculatedé using our mode